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GfiOUP MEETING 

Present : Mr. Bell 

January 12, 1942 
9:30 a .m. 

Mr. Buffington 
Mr . Paul 
Mr . Viner 
Mr. Thompson 
Mr. Blough 
Mr. Foley 
llr. Kuhn 
llr. Gaston 
Llr . Haas 
Mr. Sulli van 
Ml:'s . Klotz 

H, IA ,,TR: Norman? 

MR. TH01P9:>N : We are starting a Civilian Defense 
'l' rai ning School t his afternoon, aft er hours. c':"e will 
t rain about four hundred volunteers on how to handle 
bombs, gasses - -

H. M. JR: Bonds? 

1 

tm. THOMPSON: Bombs, if we have an air raid. I 
thought you might like to have that sheet for your files, 

H.:.t . JR: Right. 

JAR, THOMPs:>N: I think the time has come for us 
to go on an eieht -hour basis . Other departments are 
doing it . 

H.M. JR: What are we on' now? 

J.IR. THOloiP9:>U: We are on seven now. 
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H.Vc. JR: It wouldn't bother me any. 

MR. HAAS: Wp are just making it official . 

H.M.JR: Everybody in this room,I am sure, would be 
glad . 

2 

MR. PAll!.: I don't know, I sort of feel that it is 
f oolish t o just make people s t ay here and do nothing. 
There is a lot of resentment . If they have to work, then 
it ought to be on a nine or ten hour basis . 

MR. THOMPSON: They have all got work to do. There 
is no question about that . In fact, every branch of the 
Treasury is working voluntarily over time, but we want 
to regularize it so that the traffic si tuation can be --

MR. VIN ER: You mean forty- eight or forty- four? 

MR. THOMPSON: Forty-four. Five days of eight 
hours, and on Saturday four hours . 

MR. VINF.R: The rest of f'ashington is doing it 
fast . 

MR. FELL: The other departments are doing it. 
I think we have got to fall i n line. 

H.M. JR: There will be plenty to do . No one 
will si t here. I will walk through the building 
and look at them. 

MR. PAUL: I am not worried about the people assoc­
iated with me --

MR. BELL : Every office is asking for increased 
personnel. 

MR. THOUPSON : Yes, and some 
for authority to work over time. 
~ashington and the fiel d. 

of them are asking 
I think it should be 
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B.K.JR1 I don't th!Dk fort7-four boura la too 
.UOh for &QJboa7, eight boura IDd four on Satura&J• 

IIR. fliWldh wen, tu houra an ataggana now. 
Iateraal ReYeuQI, for instance, works froa aight fortr­
the, Dine, Dine tltteen, ua Dine thlrt,. So. of thea 
aad a half hour On iD the aoru1Dg1 aDd eo• in the 
neDlnge. 

KR. BELLI It 110u1a be nine to five? 

KR. TII)KPSON 1 Yee • 

B.V.JR: I thlDk it ie all right, it ;rou can work 
lt out. What eleef 

KR. Tll)llpD1 We han b11n working 011 a booklet 
which 11 eo .. what of an encJolopeaia of intol'IUtion 
for new e~loJiee. It oowera all of the official 
aattera that the7 ahoula know, aua in addition, all 
of the racreatlonal ana educational ana other facilitiea. 
There ia a foreword we would like to put in for ;rour 
dgnature. I will reaa it. 

H.K.JR: Go aheaa. 

VR. TIDVPSOih "To the new aplOJII. I wiah to use 
thla •ana of• --

B.M.JR: I can't hear until Jake Viner comes to 
atteati011. He ia a hell of a teacher. 

liRSl ILOfZ: You alWaJI ao that to hia, too. 

· JIR. TllliiPOOIJ: "To the new eiiplOJee. I wiah to uee 
this aeans of welooaing JOU to the Departaant. I should 
like to do this reraonallJ, but unlortunatelJ the lise 
of ov orgwsat on aaba it iiipouible for • to 
ao ao. We an qagea in a great public eenica, which 
affeota the lifl of e•err peraon ln tba unltea statea. 
lo utter what JOUr particUlar job mq be, I unt JOU 
to know that the wort whloh JOU are teJ.nc ie i~~portaat 
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to the Department, and to our countr7. AI public 
aervanta we aust discharge our dutiea faitufull7 
and to the beat of our abilit7. I aincerel7 hie that 
your association with the Department will be a ong 
and pleasant one.• 

H.Y. JR: It aounda all right . 

KR. THOMPSON: If you would aign that, we will 
get it out . It is going to be a valuable little book­
l et . It covers everything the new employee should know. 

H.Y. JR: Wonderful. What else? 

MR. VINER: JLr. Secretary, are you sure that you 
hope the association will be a long one, of theae new 
emergency employees? 

MR. THOMPSON: "Association with the Department 
will be a long and pleasant one . " 

H.Y. JR: This ia the employee, not me. 

MR. VINER: But I mean some of these are coming 
in for the eaergenc7, aren't they? 

MR. THOMPOO!h Well, this is for the rank and file 
of Civil Service employees. Yost of thea who come 
for the emergenc1 ata1 anyway. 

YR. VINER: I didn't know you were willing to say 
you hoped ther would. 

MR. THOMPOON: That is all. 

l!R. BELL: Here is the circular for the bonds that 
we get out today. 

H.Y.JR: For a alnute I thought the Preaident waan•t 
going to sign that thing. 

MR. BELt: I got word saturday night that he was 
going to sign it Sunda7. 
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That ia all that caae in Saturday night on that 
Chinese thing. 

R.K. JR: Oh, 7ea. 
I 

liR. BEll.: I haven. t distributed that to anJbodf. 

H.M.JR: Stanley Hornbeck ia coming in to aee ae 
at ten fifteen. 

MR. BELL: I sent you some material Saturday. 

H.M.JR: I read it very carefully. There ia one 
thing which ia missing, this letter froa this fire warden 
aa to What we should do up at the house . 

MRS. KLOTZ: I didn•t know there waa such a letter. 

H.M.JR: Yea. 

liRS. KLOTZ: Oh, on the farm? 

H.Lf. JR: Yea. 

liR. BELL: There are a lot of rumors around over 
the country that the Government plana to con.fiscate aa~­
ings accounts. I have signed a good a&nJ letters 
denJing them. I wonder if it wouldn't be well to put 
out a statement. We oould send out thet statement in 
reply to those letters . 

H.M.JR: It ia all right with me. 

MR. BELL: It is becoming rather widespread. 

H.M.JR: It 1a all right with me . 

KR. BELL: I will work it out with Schwarz. 

KR. !URN: It could be done at the preaa conference, 
ll.r. Secretary. 

Regraded Unclassified



-· 
- 6 -

H.K.JR: Oh, 1 don't want to get into it. 1 would 
rather ao it thh wq, 

6 

&. BBLLa I woala like to hue a toraal et&t .. nt, 
eo that we ooula .. na 1t out in repl7 to ttw .. inqulrlu. 

H.K.JR: What elaet 

KR. BELL: That is all I have, 

H.Y. JR: Any baok- talk or after-talk after the 
financing? 

MR. B!U: Ro. the hilda went up a 11 ttle in the 
laat hour, on the aaaa.ption that it waa going to be 
a note iaaue, but oD17 a oouple of thirtr-seconda. 

H.K.JR: You (Tha.paon) had better look these 
onr. There are thru to sign at once. Anything 
elll, Dan? 

}(R. BELL: That is all I have. 

H.K.JR: How long wil l rou be at that Red Cross 
aeeting? 

KR. BELL: Well, the7 usual17 las t right up until 
n., but I don't han to star that long. 

H.Y.JR: Well, it I need you, I can send for you. 

IIR. BELL: Yu. 

H.K.JR: Who watchea the bond thing while you are 
gonet 

KR. BELL: Hadle7. 

H.K.JR: If anr.hing gou wrong, tell hia to let 
JU know. 

KR. BELL: I will have hill call ae alao. 
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H.K.JR: Will ;you? Georr., han ;you got a penoil? 

When these atatiatics or the enth 0- in, 70U lr:now, 

asking on the p.,roll allotment plan--

liR. H.US1 Oh, the;y won •t - all we will han on the 

tenth, Jlr. Seoretaey, is a report floca the oompanlu 

who have - are under the plan. 

H.ll. JR: Well, I asked Harold Grana this question. 

He said rou would fet them all from the tenth. Let 

me ask rou my ques ion. He said those all would be 

ooming in to him. I wanted to know how IDAI11 states 

have adopted the P&Troll allotment plan, and then within 

eaoh state how many counties and cities or an, other -

townships, an, other form of government. 

YR. BELL: You mean the local governments? 

H. ll.JR: Yes . In other words, let' s take the state 

of New York. We start with the State. Has the State 

adopted it, how many counties, how many townships, how 

manr cities, rou see. He said rou would have all of 

that. I questioned it. 

liR. H.US: When ;you asked him he asked us to get 

it, so we are working on it . 

H.ll. JR: Well, he passed - but-­

liR. HAAS: H.e passed it on. 

H. K.JR: But t hat wouldn't come through normal}J"? 

MR. H.US: Nol'lll&l}J" it wouldn't, no, sir. We 

wouldn 't know, and I think our people misunderstood 

it. We thought he was talking about the classification 

o! corporations br counties and states. 

H..K.JR: I want to lmow the nrioua forma of 

units of government, how manr of them are adopting 

this and how manr are not, and for instance, all of these 

committees , the honoraey chail'llll1 1a the Governor. 
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MR. HAAS : Yes , air. 

H.M. JR: So I could write to the Governor of Arkansas, 
"MI dear Bill, why don' t you get your State," and so forth, 
and this is what the other States are doing, and get the 
States and various units of government. How many em­
ployees are there working for government, outside of 
the Federal Government? 

MR. BELL: I don't know, 

H.M. JR: Well , there must be several million. 

liR. HA.AS: '!'here are. 

MR. BLOUGH: At least two and a half million. 

H.M.JR: Well, you get the two and a half million 
there, and a million and a hal£, more or less, on the 
Federal Government, and there is around four million 
right there. 

J.!R . HAAS: There may be a question - Ed f'oley will 
probably know. vall the law permit them to deduct 
from payrolls? The Federal Government is not ~oing 
it . 

KR. EELL: Yes, we ere. Yes, we are providing for 
it. f~ are going to put a plan into effect next payda~ 
the 24th, beginning the 24th of January. Some of the 
states have adopted - New York City has adopted it and 
t he State of Illinois has adopted it. I have got tele­
grams from them. They want to be designated as an issuing 
agent, which we are alao getting ready to do. 

H.M.JR: Well, get the answer soon as you get each 
state lined up, shove i t in there, . Now, when are you 
going to get next month's statistics on payroll allotment? 

MR. HAAS : Well, we probably won't have any figures 
until maybe about two weeks from today. 

H.M. JR: But I mean, didn't we aak for something 
special? 
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KR. HliS: On the tenth )(r. Secretary. The companiu 
are to - they are sending a iiat of the co~aniea which 
have adopted the payroll deduction ache .. , each State 
Aclainiatrator 1a sending it in. 

H.M.JR: Well, the Slit 1a a Saturday again. 
certainly find out where we s tand aa of the Slat. 

KR. BiAS: Yea, sir. 

Let•• 

H.M.JR: On the payroll allotment, will you please? 

KR. HAAS: Yea, air. 

MR. BELL: You will get a report tomorrow of agents, 
and in that report will be included the corporations 
that have adopted the payroll deduction, plus the issuing 
agencies . 

H.M.JR: Ferdie, would you aak somebody over in 
the bond thing what we are doing to contact colleges 
to sell Defense Stamps? . 

KUHN: Yea, sir. 

H.M.JR: And then other units of schools, high schools 
and private schools. 

MR. PAUL: )(r, Day, the president of Cornell, 
reported at a Federal Reae~ meeting the other day 
that you ought to have --

H.Y.JR: Pardon? 

MR. PAUL: )(r. Day thought you should put the rate 
up to three per cent. 

H.M.JR: I see. I think OCD has an organization 
over there that contacts colleges particularly. 

KR. KUHN : I think this is being done , but I 
don't know just what is being done. 
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B.K.JR: Well, will J'Oil find outt 

IIR. ~~ It hu bea talked about 11U17 ti••· 
B.K.Jlh WI oua•t flu 1117 .ta.p1 ln Vu•ar Collefe. 

'l'he girll ha1't rai11d the quutloa. 'l'hh Dice Boupte 1llc 
bo7 wa• do• han. 'l'hl7 ca •t bur aar 1ta.p• at Inter, 
f6J>l.i.altaace. I .. aa, I would rather ha,.. too 1U117 
places thua too few placea. And then the list would go 
to Dave )(orris, or rather Bell. I don't know, Bell 
atarted it. What about this auggeation of having desk• 
manned outside of po1t office•? 

liR. BELLs I turned that onr to Dan. 

B.X.JR: !ek Dave Xorrie about that, Kr•· [lots. 

XR. BELL: I told hia •what I had done up to the 
point he started in on it. 

H.K.JR: Right. 

XR. BELLs !nd he ia looking into that, together 
with the other. George Harrieon suggeated this 110rll1ng 
that rou aight deairate the branch officu of insurance 
co~allles througbou the countrr on Savings Bonda. He 
said he had a hundred and four offices that he would be 
tickled to death to have deiignated. 

H.K.JR: Will ;you paaa that along to Dan'? 

XR. BELLs Yu, I have done that. I aent hia a 
note, 

H.K.JR: .Anrthing elae, George? 

XR. HllS: I hue got a few aore things. Do rou 
want ae to gin these charts for Procure .. nt D1 Tie Oil 

to lfr, SWOpef 

H.K.JRs Tea. 
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JIR. Wlh Do JOil want to look at th•' 

H.Jl.JR: Not partioularl7. I think it would be 

nice to take thea ill JOW'Ult and explain thea. 

KR. HAAS: Yu, I han been 1ll to aee hia. I 

thought JOU would like to aee how thoae atatiatloa looked 

in red, white, and blue. That is the reporting fora. 
Here are the tax notes tor the fiTe aontha the7 haTe 

been out. You notice the total of the tax notes ana 
all the eeriu of SaTing• Bonde 1a about equal, two 

and a half billion, 

H.K.JR: I don•t get it. 

KR. B.US: The totala. 

H.K. JR: I see. Gosh, it is juat a dribble. 

KR. H.US: That ia right. Do rou want us to tey 

to get the figurea on ail"Jll&nea, tanka, and ao Oil! 

H.K.JR: Haa he eTer seen that thingf 

KR. BUFFINGTON: We are almost back to where we 

started before I oaae down. 

KR. H.US: WOuld JOU like to have .ua tr7 to get 

thoae airplane figures for Deceaber' 

H.K.JR: Yea. 

KR. H.US: On theee British reports, 70u rea•ber 

we thought we would liquidate it and get it out 
around the first of the 7ear, and get out of it. You 

know the Brithli have a aiaaion here in town. "aT 
not have the Governaent agencies intereated ln theee 

figure• oontaot the British direct? we do that, aore 

or leaa, on particular lteaa &DJWAT• 

B.K. JR: 1fh1 don't 70u Ukt~t up with Sir Frederick 
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Phlllipa, ud he will contact thla IUD froa the Britiah 
Tnanq that h reoi'CID111q theil' offio11, 11111 tell 
hia thla h aoaethlq we wet to f't out of, I woal4 
do it thl'oach Sir Frederick Pbl! pa~ ou know, the 
TreiiUI'J in !Dgland 1a diffel'lllt.tlwl 1t h hen. It 
outranka all other Departaenta. Their IUD ia here 
reorganising. Did ;you aeet hia, Def 

KR. BELL: Yea, when he first ca.. over. 

H.ll. JR: But do it through Phillipe. 

KR. H!AS: Yea, I will do it. 

B.ll. JR: II that all, Georgef 

KR. B.US: That h all, 

B.li.JR: Row is the houaing situation? 

KR. VIlER: t think I han soaething, but I aa not 
quite aura, 7~t. 

B.li.JR: You don't want to tell .. because JOU 
are afraid I would tell it to soaebo4f elaef (Laughter). 
There is what 70u call confidence. 

JR. VIlER: That h one considenUon. The question 
h, ~banking referencea (laughter). 

KR, PAUL: .llwqa aodeat, aren't JOU, Jake? 

B.M.JR: Jake, have JOU a11n all this stuff on 
tha Chineae thingf Let .. gin it to JOU ud I would 
like :vou to read it, because JOU will be in on it, ed 
do TOU mind sending word back to Coe to be on hie toea 
on this thing? We will have to think up something on 
tbe thing. Here is another ona. I would like 1ou to 
sit in on that. 

IIR. BILL: You have the letter I got this aornillg, 
hav.n•t :vouf 
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B.ll.JRt I hana•t read that 71t IIJielf. Th11 11 
prett7 I.portut, Jake. You mpt - Coe, ad what 11 
thl• othert Shatt•o~ 

IIR. VIlfiJh Snthard. 

B.ll.JRt You lllpt tell thea to be OJl their to11 
on the thiq. I hope to get awa7 11'1dn11da7 1111rDiJlg at 
nine o•olook. We have to do it between now and then. 

KR. BELL: It ia prett1 bif. Tbia ia a better 
auggeation, probabl7. It cute t down a little. 

B.V.JR: Well, I will read it. I will han thil 
photostated and aend JOU a oOpf. 

IIR. Vlllllh )(r. Seoretaqt if ,ou lea't'l oa w.an .. -
der, are ,ou goiq to do ~~~~ about that 111&11 loau 
bualneaa before rou leavef 

B.ll.JR: !fo, unltu JOU tell •• I have got to. 

• KR. VIImlt I think JOU ought to eq rea or no or 
that rou are not goiag to take a part in it, beoauae I 
think the Treuurr h holding that up. 

JIR. BELL: Can't we have a conference OJl that before 
,ou leavef 

H.V.JR: sure. 

KR. BILL: 11th rouf 

H.ll.JR: Sure. Ten fifteen t..orrow 110rniq. 

JIR. BILL: It will have to be toaorrow, becauae 
Dave VOrrh --

H.JI.JRt Ten fifteen to110rrow 110rniq. 

llR. VDfiJh Othem•• --
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H.M. JR: Ten thirty, I won ' t rush myself . A.re 
you ready to give me a definite recommendation? 

MR. VINER: No, I am not. I thlnk it i 5 important 
t hat the Treasury either step out, or make a definite 
reco11111endation, because ,;e have taken 1 t on enough so 
that they are waiting for us. 

H.M. JR: Well , I didn' t know that. 

MR. VINER: I think t hat is wrong. 

H.M.JR: Well, you are making a contribution 
when you bring it to my attention now. I was not 
conscious of that. I did not know that I was holding 
i t up . 

MR. VINF.R: Well, in a sense - -

MR. !\ElL: We didn 't have the final inf ormation 
until probably Thursday or Friday. Dave had his last 
conference v.i th the r:ar and the Navy and the Federal 
Reserve Board. 

H.M.JR: Well --

MR. BELL: He has been working on it . 

H.M.JR: Well, for the record, I can't hold a thing 
up that isn' t brought to my attention. You are the 
first man that has said to me that you are ready. -

¥R. VIN FR: Well, I don't say we are ready. I 
haven 't had that sort of a part in it. I say the 
Treasury ought to move on anc not hold it up, and 
if you are going away for a week, I think it would 
be a pity that we should ~e in a position to say ~e 
can ' t say anything. 

H.M. JR: I will say yes or no tomorror. morning. What 
else? 
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That h . all. 

I .II. JRt JloTf 

IIR. BI.OUGB: lothlug thla aomlug. 

H.II.Ja Ferdinand Kuhn, Jr. 

IIR. lUlll: The --

H.II.JR: YOu know, on the teleihone, when I call 
JOU l crilc dlatanoe, they aay, "What a the naae'?• I 
eay, •perdlnand.• Thef don't get lt. I say, •y0u know, 
Perdlnancl the bull. • {Laughter). 

MR. KUHR: I han done that Ul11 t iaea ~Q"Self, mel 
it alway• work1. 

H.II.JR: It alwa;ys ol:icu. 

IIR. KUBN: There is to ba a Tosoanlni concert a week 
troa Saturclay. Do you want to get a list ot titt1 
people to whoa tioketa should be sent, or can JOU leave 
that to other•' 

H.II. JR: Listen, )lr. Robert lloses threw an inkwell 
at a fellow tor ach leu than that . I will leave :1 t 
to you --

IIR. KUIN: If JOU have anr wlahee about it --

H.II.JR: lfo. 

IIR. KUBN: I can send thea out. 

H.M.JR: No. When is it? 

IIR. KUHN: i week froa saturda7. 

IIRS. KlOTZ: I can't go that night. Change it, 
Kr. Kuhni 

IIR. KUHR: i rain oheok. 

I 

Regraded Unclassified



1.6 
- 18 -

tit::;. lll.OTZ: Yu. 

H.K.JR: I would offer a, parents a couple of tioketa 
and alao )Ira. LewiaOJm.. 

KR. KUHR: If there ie an7bod7 in here who would 
like to go in there, let me know. 

H.M. JR: Let thea eee Kr. l!:uhnJ What alse'l 

liR. troHN: That is all. 

B.K.JR: George? 

KR. BUFYING'l'af: Nothing. 

KR. P.ltJLi If 70U are going awa7 Wednesda7, I 
think we ought to have a conference before then about 
the tax program. 

H.K. JR: .Ul right. When are 70u read7'f 

KR. BUFFINGroN: Well, we can aee 70u 1117 tiae. We 
want to olear the main outlines of the program that 
we are for. 

H.K.JR: When do rou want to do it? 

KR. P.lUL: I would prefer to do it to11orrow, but 
I can do it todar. 

H.V.JR: .About eleven thirtr tomorrow night? 

KR. P.lUL: Sure (laughter). 

H.K.JR: Three o'clock. I will give 70u all the tiae 
possible to get reaar. 

liRS. ltlOTZ : To110rrow? 

H.M. JR: To110rrow, 1'•• .lll right? 

liR. P.lUL: Yea. 
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H . t~ . JR : I don' t know whether George was awful 
smart or not in letting out that this was a twelve 
hilli on dollar program. What do you men think? 

MR. SULLIVAN: I don't get it . I have a conference 
wi th him this morning, with Eddie Greenbaum, on this 
repeal of the certificate of non- reimbursement. We 
had a hearing , a long hearing Friday afternoon and the 
committee finally reported i t out without a minority 
repor t . They were in so much trouble they decided that 
they ought to do some advance missionary work in the 
Senate, so I am going up this morni ng, and I thought 
that casually I would refer to t hat , and I thi nk I can 
find out. 

H.Y..JR: You don't get i t either? 

MR. SULLIVAN: Oh, it doesn ' t m.ake sense, no. He is 
smarter than that. 

H.M.JR: Yes . 

MR. PAUL: After it was let out the press cal led 
up and I thought since it was out, it ought t o be 
out straight and accurately, so I gave them the real 
pictur e on that . They didn' t unders t and it . 

H.M. JR: My own feel ing is if they had asked me 
to put i t out, I would have said ~o, " but now that it 
is out, I am glad. After all, it is in the budget, and 
I don' t thi nk anybody understood i t . 

MR. PAUL: I think somebody fiOuld have gotten it 
eventually, so it is just as well to flush it . 

H.M. JR: From t he standpoint of the Director of 
the Budget, as a result of this meet i ng that came out, 
it is a corrected interpretati on. 

MR. BELL: It is his interpretat ion, so far as I 
have been able to see from the paper . It is not the 
in t erpretation ;;e have put on it. 
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R.K.lR: Ie that what it eaidf 

)IR, BEll.: I thought it was a unn billlcm dollu 
cuh bull. 

)IR, SULLIVAlf: Toa Co1Ulall7 gave a breakfast 7"­
terda{ aol'lllng end Senators B7rd, Rill, Lucas, and 
Chand er were there, and Bob t>atteraon, and Forreatal, 
and about fifteen in all. He wanted to have an off the 
record discussion of various things. Berle was there. 
The onl7 thing the7 were interested in, from ae, the 
onl7 thing thing I would talk about, waa our interpre­
tation of the budget meaaage, and I let thea have it, 
and the7 lteMd ney IIUch relined, ao I know that 
the7 haven't got it atrlight up on the 'Rill 7et. 

R.K.JR: Well, what I - I called up Rand.olph 
Paul in the aiddle of the night, when was it, SUnda7 
aorning'l 

KR. PAUL: I don't like to have 70u call it in the 
aiddle of the night for me. It waa prett7 late in the 
110 riling 0 

R.K. JR: I told hia to create not the Kaginot 
Line, but the Harold Slll.th line on thou charh . I 
mean, we han got a chut which ahowa what Canada haa 
done in taxes, what England haa done, and what the 

i reaent tax bill ia. Then comes along the Treaaur7 
nterpretation of aeven billion dollare, but now we 

are going to have a Harold Smith line. 

)IR, SUIJ.IVJJf: Now, wait a ainute. Are you going 
to let that out? 

R.K.JR: It depends upon how good it ia. 
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YR. SULLIVAN: Well, I don't think you had better, 
and I will tell you why. 

H.M. JR: No , that isn't what I had in mind, but 
J wanted to show i t to the President . 

l!R. SULLIVAN: Then suppose Harold comes back 
and says , "No , " here is the Harold Smith line with 
three billion dollars in sales taxes? 

H.M.JR: Well, that is all right. It doesn't make 
any difference. I want to know where - well, let 's 
see what it looks like . 

llR. SULLIVAN: Let me have a crack at it before 
you do anything on it, will you please? 

H. M.JR: Let's take a look at it . I want to see 
the Harold Smith line. You (Sullivan) can see it 
before it leaves ~ office. 

MR. SULLIVAN: You can't tell where the line would 
be . 

ll.Jl.JR: No, it is like everything else that you 
do, you ask for a legal opinion, and how do you kno1v 
what you are going to get? (Laughter) 

lm. PAUL: You don't ask unless you do . 

II . L! . JR : All right. Are you all ri6ht? 

MR. SULLIVAN: Sure, I am all right , but you 
haven't given me a chance here yet . 

Oh , incidentally, up at the hearing Friday after­
noon one of the ne1vspaper boys came • up and said, "I 
want to ask a question. Do you kno1v whet her the 
Secretary had a bet with Doughton on who was goin§ to 
give out about this conference Friday?" I said, No , 
why?" He said, "'.'iell, at the Appropriations hearing, 
I asked him about this conference and he said, 'Why 
don't you go see Mr . Doughton?' " I had a great chance 
to 1vin that bet . 
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H.l.I. JR: Do you want to know what happened? 

11R. SULLIVAN: He went to Doughten and Dought en 
gave it to him. 

H. M. JR: lfo, I came out of the conference room and 
the three men said, ~Ve understand that you are having 
a meeting tomorro\7 morning, u and be said - and I said, 
... Nho told you that?" He said, "Senator George. Will 
you confirm it or deny it?" I said, "No, I can' t say 
anything because I happen t o have a bet on it ." 

MR. SULLIVAN: Oh, i s that where he rot it? 

H.!.!. JP.: I said, ''Hho di'd you get it from?" He 
said, "Senator Geor ge. " He said, "Won't you tell us?" 
I said, "No, I can't tell you, because I happen to have 
a bet on it," but he already had i t . I tell you, John, 
I have got one rule . If I ever do anyt hing like that, 
it will be at least t en million dollars, not for one 
package of cigarettes . I can only do it once in this 
t own. I won ' i do i t for a package of cigaret tes . 

MR. SULLIVAN: Well, I thought it was just coin­
cidence , and I would like to report it to you. 

n . :~ . JR : llo, I won •t sell out for one package of 
ci~arettes . 

1m. SULLIVru~: As a ma~ter of fact , it didn' t dis­
turb me because after you told Harold Smith about it -
(Laughter ) no, this was t he day after you told Harold 
Smith about it, and I knew it was out of the bag then. 

H. M. JR: I wouldn' t do it for one packaee of 
cizarettes . 

MR. SULLIVAN: You rewember St o.m wrote you and made 
a formal demand for cert ain informat ion. 

H. i.!. JR: Yes . 

I.!R. SULLIVAN: A l etter is prepared fo r your si":Tlo.ture. 
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Ed and I are in accord with it. Ed thinks you shouldn • t 
anrwer it. I think you should. The letter talks to 
you and talks about what I have not dona , and I don't 
think it would be ri~t for me to anawer it . 

H.M. JR: O.K. What does it say? 

MR. SULLIVAN: It says that we can't do it that 
way. We can' t agree to furnish that information. Do 
you want me to report to you after I sea George? 

H.Y. JR: Yes, I would like to hear it. What elsa? 

!JR. SULLIVAN: That is all. 

H.Y. JR: I don't want to start a long discussion, 
but if the three of you would have a talk, getting 
back to the MOrris Ernst proposal, and I told him to 
come in to see both of you, in which we would just 
issue the orders to the Internal Revenue to examine 
all tax- free associations, banevelent - any organiza­
tion, also going back to the thing that the burden of 
proof once a year is on every organization, and they 
are entitled - I mean, permanents are cancelled . Any­
body that wants to be tax tree for '42 - the burden of 
proof is on him that he entitled to be tax free. 

Jm. PAUL: You mean Ed and John and I? 

H.Y. JR: The three of you. Any organization that 
was tax free , that that privilege is cancelled as of 
'41. Now, if they want to be tax free for ' 42, it is 
a olean cut thing, and they have to start all over. 

MR. SULLIVAN: There is a regulation being drafted 
on that. 

H.M. JR: Well, would the three of you get together 
on it? If you could get together on it, let me know, 
but that was ~ thought, just simply say, "Gentlemen, 
no organization is tax free for '42. The burden of 
proof is on you." I made the suggestion three or four 
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years ago and it never happened. This ia ~ solution. 

JIR. PJ.UL: I think it 11 a good thing to do. 

H.K.JR: Just wipf the elate olean, and I think 
the public would like it. And if you had a little time 
between now and Tuesday to sit down with !uhn, I would 
appreciate it. 

JIR. PAUL: I will. 

JIR. SULLIVAN: That is all, air . 

JIR. FOLEY : Here is a memorandum of that telephone 
conversation on General Aniline and D,ye and a COPT of 
the letter to these people . 

B.)(, JR: Fine • Thank you. 

liR. FOLEr: You asked about the ChristenberrY' matter. 

H.K.JR: Yes. 

MR. FOLEY: There were two calls to me from Justice, 
one from Gordon Tweedie and one from Linton Collins. 

H.K. JR: I don't know either of them. 

JIR. FOLK!: 'lell, Tweedie 1a in the Tax Division 
and Collins is in Jia Rowe's office. He was Mlt llcGuire's 
assistant, and there was a transition period when Linton 
Collins was doing the work. They asked whether or not 
you would write a letter to the Department of Justice 
on your own, not without - without anr request from 
them, objecting to Christenberry, and I said--

H.K. JR: Objecting? 

MR. FOLEr: Yea. I said that was a nr7 unusual 
request, and the7 said that the two Senators were push­
ing Te'l"f hard, aDd the7 didn ' t han anything that they 
thoultht they could hanf their hat on and they would like 
you £o write thg a le ter. I said, "Well, I will hAn 
to find out what we han on Christenberry, ao I aabd the 
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Intelligence Unit !or a report, which I han here, and 
theJ han nothing on Chrietenber17. Tbe7 eq that he 
waen't in on the Louieiana ecandale at all, and that he -
from reliable souroes gained !rom their investigation 
down there, he ie honeet and e!!ioiant and 10 forth, 
eo when the7 called the second tiM I aaid it thq 
wanted to find out what we thought about hill the7 ahould 
write a !oral letter, and the7 eaid tbe7 didn't want 
to do that. The7 wanted us to taka thea ott the epot, 
and I said, ~e can't do it.• 

H.K.JR: Well, just fo'l' the record, this is the 
fi'l'st time you have communicated that to me. 

KR. FOLEY: Yea, that is right. 

MR. VINER: Hasn •t Pegler eomething on that this 
morning? 

H.)l.JR: This is the first time JOU ev.er told me. 

KR. FOLEY: That is right. 

H.K.JR: You never sent me a report on that either. 

MR. FOLEY: No, I didn't think I should bother JOU 
about it. Here is the investigation report--

H.K. JR: No, wait a minute. I am just cleaning 
up 1111 reco'!'d on this thing. 

KR. FOLEY: Yea. 

H.M.JR: What? 

MR. FOLEY: That is right, I didn't talk• to JOU 
about it. 

UR. GASTON: Ed asked me at that time to see what 
the Intelligence Unit had to &If, and I asked IreJ to 
get that re~rt. Then 1111 later contact with it was that 
on Decembe'!' 19 Jim Rowe called me up and said that - I 
wrote a 11e110randum to Ed about it, and I said, •The7 
are still on the limb as to whether to recommend 
Christenbe'l'l7· Justice didn't like it, but the7 are 

Regraded Unclassified



24 
- ?4-

being vursued by Ellender and Barkley who said it was 
essentlal to keep Elle1,1der happy." He wante~ t o know 
what our position was, and I told him we hadn't found 
anything definite. He indicated that they would 
probabli turn it down, and he wanted to know l.f they 
could say that Treasury and their tax division were 
both opposed to it, and I said, yes, they could say 
that, but it must be clear that we had nothing definite 
against thi s particular man on which to hang an ob­
jection. 

H.M.JR: What do you say? -
J.!R. GASTON: He asked me--

H. L!. JR: Who is "he." 

MR. GAS~ON: Jim Rowe. He said their disposition 
was, they were in a dilemma, they didn' t know which way 
to go, but their present disposition was to turn it 
down on the ground that neither their tax division nor 
the Treasury Department liked it, and I said -he asked 
if that would be all right with us, and I said it would 
be all r ight with us, but it must be clear t hat we 
hadn't anything definite against this particular man, 
that it would have to be just on the general principle 
that he lfas one of the Long outfit . 

H.L!.JR: Well, you see, he didn't get that from 
Foley , and then you gave him what he wanted. 

MR. GASTON: No, I didn't give him- -

MR. FOLEY: He didn't give him a thing. They 
tried to get us to do it affirmatively. 

MR. GASTO!i : I told him naturall,y we wouldn't like 
one of the Long gang, but it must be clear that we had 
nothing definite against the man on which to support 
that position. 

MR. FOLEY: That is right. 
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KR. GASTON: other than general dialike of the 
Long gang. 

KR. FOLEY: I dicln't clear Chriatenberey. I said, 
"Jib¥ didn't you call down there if you 'ftllted to get 
something on him?" 

H.)(. JR: No, you misunderstood him. They wanted 
you to have me write an affirmative letter, but you 
also dicln't say anything negative. Herbert sort of 
threw a ahAd011' on the man. 0 

J.IR. GASTON: They wanted to k:n011' if he could se;r 
that the Trea8Ul'f dicln't like the nomination, and that 
the tax division - whether we would object to their 
dof~~ that, and I said, "No, we would not - I did not 
th we would object to doing that, • but he llliat under-
et.nd thAt we have nothing definite against this particu­
lar lll&ll. 

· H. K.JR: That is all right. Just one second, 
please. " lira~ ·- Klotz, this is the record. We are 
all right on it ~ I just wanted to make sure that we 
are all right. We are. Just make a note and put this 
in rq file and say this wee handed to me todq, but I 
have not yet read it, you see. There is the rest of 
it. . 

Mi... GASTON: You will probably want this too. That 
is a memorandum of !IV connraation with Rowe. 

B.K.JR: llark this the same we;r, lira. Klotz . What 
else did you have on that? Does that clear you? 

IIR, FOLEY: Yea. 

H.M. JR: Now, I have got one thine; that I want you 
law.yera to do for me. Here is an investigation of 
Thomas I . Emerson, for assistant general counsel in the 
office of Henderson. Have we got the letter tram 
Hendereon? 

lll!i. XLOTZ : I don't know whether it came to me. 
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l.:R. r.ASTOfl : We t ried to trace one Friday and 
Lhcre hadn ' t been e:rr:f · 

2€ 

J!.l!. JR: I hr.ve r ead thi s thine three times . Have 
you r ead i t ? 

J.~L GASTON: Yes . 

H.J.l . JR: The r eason I would like the lawyers to get 
in on it is this . '.'.'hen it rets dorm to •;;hat thi s taan -

J mean, soce of the statements, for instance, by Ida Klaus 
and ~orris Ernst are amazin~ t o me, to say the least . If 
you would 1aake a note , evidently t his man has seen this 
report . Somebody from the Department of Aericulture 
says that ~e was a member out in Seattle of a Conmunist 
setup, but he has never been in Seattle . 

"1. "rASTO!I: That is the thine that aroused ~~~ 
curiosity as I ran thr ou;::h it . There wcs no confirma­
tion that he had been in Seattle . 

H.M.JR: lle has never been i n :3eattle , but there 
are these two l awyer oreanizations whi ch he still i s a 
member of and from which he hasn ' t resi c;ned . One i s 
the Li'wyers Guild, which I am familiar with, but the 
otheP one I am not familiar with and that he has stayed 
on and that is called - thct is a new one to i::e . Do 
you recember the name of it, Herbert~ International 
J-u-r - i -d- i - c- a-1 Association . Do any of you men kno1' 
about it? 

l!R. FOLEY : Never heard of it . 

h!R. GASTOi! : That i s the fir~t I had heard of it. 

MR. PAUL : 1.'iha t par t of tho country does he come 
from? 

H. t:.JR: He comes from !low York . 

A:H. PA UL: The reason I asked t hat question rms 
because the cl oser a :nan is to .!lew Yorl: , the n:ore he 

Regraded Unclassified



- 27 -

ahould haTe gotten out ot the LaW7'1rl Clllild. 

B.K.JRz Well, the L&Wfera Clllilcl 11 ac.eth!Jut elae, 
but the JU1'1c11oal Aaaoo1at1on ia Ul affiliate o! the 
International Labor De!enae, a de!enae agency tor 
eo..uaiata 1n the United Statea, which ia in tUPn 
affiliated with a ('.omnnhtio agen01 in Moscow. .liao 
m811bera are oounael tor Barry Bridges and Earl Browder, 
John P. DaTiee, Isaac Ferguaon, and ao !orth. 

Well, he has st11ed on and also - t hi s is all Tery 
muoh in the rooa, because I mean I don't know - please 
note that practically eTerything that he has done, Judge 
Pollier' 1 huabaDd ie 1n the saae boat. It 1a ahe who 
bi'Oilldlt it to llzoa. lforgenthau. Sle at111 with theae 
people here in Washington, but enrythi.ng practical~ 
that baa bean said about thia fellow Emerson ie also 
aaid about Pollier. · 

MR. PAUL: Bow much time do we have on this? 

H.JLJR: Well, this report is written November 12 
and the di!!ioult thing on i- ia going to be, Hoover has 
a report on it ana so baa Dies. 

MR. PAUL: I can probab~ get s0111e information it 
I han some time. 

B.JLJR: Well, it hie been hanging tire since the 
twelfth. The point that I would like to make to all o! 
you 11 thia. I mean, it you don't mind Iff s8f1ng it, 
Herbert, there ie a lot o! just sheer bunk in that 
report. People who belong to the Shoppers Union, you 
eee, A lot of people belong to the Shoppers Union. 
l(r wife belonged to the flhoppera Union and she got out 
when they started boycotting the Japanese because she 
didn't think ahe should do it ae the wife ot the Secre­
tary. The man who wrote the report tor Irey is not a 
!irat olaaa man. The thing that I don't want to be a 
party to here is, a!ter all, people should be permitted 
to belong to liberal organisations that stand !or 
liberal utter a and cerlai~ through Irey' a organization 
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and the rest l I don't want to enn approach 
houndi.ng peopre, 7011 aee. On tile other hand, 1t people 
lite thla want to be 1n a deten1e agen07 and did have 
real eo.muniatic connection•, that ia one thing, but 
you han got to read that thing three tillla to get it, 
because he quotes a book, pages tram a book. No, 
that ftl OD that girl. 

MR. FOLlY: Well, the fellow who would know moat 
about Tomar Baaraon is Charlie Fahf, the Solicitor 
General, because he worked tor TOmmie. 

H.K.JR: Well, it gets down to the tit.ht with Fall¥ -
when he got out of the National Labor Relations Board 
he wae kicked out with Faq, and a new group cue ln. 
'!'hat 1e one thing, but again I want to 11.7 I am the 
laat person in the world who wants to •11 that people 
can't belong to a liberal organisation or even a 
lett wing organization as long as it wasn't COIIIIIIWlistic. 

IIR. GASTON: I think they make a poaitin statement 
there that he ought not to be appointed. I told Elmer 
that the general thing was tor our men simply to set 
forth the facta as ther found them and not make &D1 
reca..endation on it. 

H.K.JR: Well, 70u agree that that is not a well 
written report? 

KR. GASTON: Yea, I agree. I noticed there was 
no oheok-up on that Seattle end at all. 

H.K.JR: And he claiaa he never waa there. 

MR. GASTON: Yes. I hadn't seen the thing until 
I got it then and sent it right in. 

MR. FOLEY: He - Emerson had a very good record 
in law aohool. He was on the Law Journel and was 
aeoond or third in his class. 

H.K.JR: He was editor of the Law Journal • 
• 
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MR. FOLEY: And he worked for Pollock in New 
York on those Russian insurance cases before he came 
down here about 1934. I have never seen the report, 
but I know To~ Emerson. 

H.ll.JR: Well, the unfortunate thing is, ;you see, 
whoever this man is, he gives references from t he 
ma;ror where he lives. That is the only place he went 
to check up. The man in the home town he comes from 
sa;rs he is a swell bo;r and then in the report he says 
but he didn ' t investigate other references. But we 
have all this stuff, Shoppers Union and Lawyers Guild 
and all the rest of that stuff and then this Seattle stuff 
and then this goes over and this is on this man's record. 
I don't know how much more, but I would like you to 
talk to Ire;r pretty stiff on this thing. 

liR. GASTON: Yes. 

H.M. JR: Will you, Herbert, because you of all 
people--

!.!R. GASTON : Yes, I have been over that same ground 
before . 

H.ll.JR: It directlf comes under you, and you of 
all people--

YR. GASTON: I don't see those reports, that is the 
difficulty. I haven't been seeing them. I think ma;rbe 
I ought to clear them before they go over. 

H.M. JR: I don't want you to clear all of them, but 
certainlf it would be worth hirine--

MR. GASTON: Where they turn a man down on grounds 
he is a radical--

H.M.JR: Get a left-wing lawyer to sit at your elbow. 

MR. GASTON: I am a l eft-wing lawyer . 

lffi. PAUL : I used to be in the Lawyers Guild . 
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H.K.JR: Yea, but JOU fellows all got out • 
• 

MR. PAUL: 'ftlat ia right. 

MR. FOLEY: He was one of the organisers. 

MRS. KLOTZ: You can't blame them for putting everr­
thing in that they know or find out. 

liR. FOLEY: Well, he shouldn't make a recol!llllenda­
tion, ~s. Klotz . 

liRS. KLOTZ: That is another thing. 

MR. FOLEY: I objected on my fellows, too, because 
the7 make an investigation and the fellow came out of 
law school and he can have a perfect record from law 
school and we are hiring him because of his record, and 
Jet the7 say he has no experience and shouldn't be 
hired. I am the one who makes that recoDIIIendation, and 
we had that out with Herbert and Elmer and they agreed 
to leave that out of the report. On these reports, I 
don't think they should make a recommendation either. 
They ehould set forth what they know and let the fellow 
who ie goin~ to assume the responsibility for hiring or 
not hiring aetermine from the facts in the record what 
the decision should be. 

IIRS. KLOTZ: Jly point is that he should put in the 
report ever,thing that he finds out . . -H.K.JR: If he is sure that it is correct, but like, ) 
for instance, he s~s that--

MRS. KLOTZ: That Seattle business? 

H.M. JR: J. man in the Department of Agriculture 
who formerly was a Communist says that this man belonged 
to a Communlet setup in Seattle and he s~s he has never 
been to Seattle. He is taking somebody else's word, but 
theJ have never checked it up. 
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MR. GASTON: Re is talking about t his To~~~Dcy" Emerson 
who is one of the CIO Board who worked with us on the 
Coast Guard training. 

1!R. VHfKR: Seamens Union? 

l!R. GASTON: Yes, llerchant Lfarine Union. He is 
talking about that To~~~Dcy" Emerson there . 

MR. VINER: There is a Tommy Enerson there , that 
is right. 

H.M.JR: Is there? Well, that is pretty dumb. 
Well, it is the kind of thing which I as a human being 
would very much like to avoid. 

(Ur . SUllivan left the conference.) 

H.M. JR: I realize we make all these investi~tions , 
but certainly I didn't feel very happy aft er read1ng this 
thing. But will you peopl e do it--

MR. PAUL: I would like to make a litt~e investi­
gation of mf own. 

H.::J. JR: You would? 

MR. PAUL: I would hate to see the fellow excluded 
because he was--

MR. FOLEY: He is not excluded. He is working 
over there . They are hiri ng five hundred l awyers and 
Tommy Emerson is among them. 

R.V. JR: What I would like to do as long as we 
have done this, I would either like to see that the 
man has CoUllllunistic affiliations or he is a good American 
citizen. I think we ought to do that, don't you? 

MR. GASTON: Yes, I think we should , but at the 
same time I would go further than that. I think this 
l aw - this ex post facto l aw that if a man ever belonged 
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to the Communist Party, he can't work for the Federal 
Government is just as clearly unconstitutional as anr­
thing could possibly be . 

H.ll.JR: Well, anyway--

MR. PAUL: I don't think it is so much whether he 
belonged to the Party, but how he feels now. 

H.M. JR: Do you know Tomm;r Emerson? 

!JR. FOLEY: Yes. 

H.M. JR: All right. Let's see, Herbert, see if 
you can't clean that Emerson thing up, possibly this 
week. 

lLR. GASTON: Yes, surely we will clear it up. 

H.K. JH: What I am going to do is ask Judge Pollier 
that when you give her a call would she come over and 
see you. Now, woul d you (Foley) get your gang lined up 
and I wi l l see Herbert a minute. 

:r.m, ·FOLEY: Right away. 
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CHIIF. tNULLICiilNCI UNIT 

IUR.EAU 0' IHTUNAL RtvlNUI 

\'/HW:ENP 

TREAS URY DEPARTMENT 

WASH INGTO N 

December 5, 1941. 

PEhSONAL AND CONFIDENTIAL 

TO: ILr. Gaston. 

lo!r. Woolf, 

flitb reference to recent telephone conversation, 
there ia attached tor your in!orn~tion a copy of a com­
munication of Special Agent George A. Lambert concerning 
l..r. Herbert w. Christenberry. The original of this memo­
randum was sent air mail from New Orleans on December J 
and aa yet has not ~eached this office. The carbon copy 
was sent in the ordinary mail and arr ived here this morning . 

While Agent Lambert haa gone into considerable detail, 
1 believe that you will be able to obLain sucb inforoation 
as you see fit for your purpose. 

J::ncloaure . ' 

Regraded Unclassified



z 

~ 
~~~~~~~rf'l'~fr[~• li~J n 

t ~ : ~ ~ • r ~ i ( ~ 'r•! ~~~~·r!r ft~fl ·i~•! 1 .. 

~~i 
1!. 

1 iP.fi!r n r~r · 1 1. f·t ~ 

... D ~~" ~ rr:r :C :1 r 

P•iw· l"Trl fl':f ,Jf 
;~& flil~tili~~iil ; I. :IR: r 

t;' ~r -1 
0 ::0 I ~ ~ 

·~~~~~~i!tf~iJei~~i ·lflf i • 
~ (/) 

• z c , .. 1 [ ~ ::0 
lJ -< iri(~~~j!ili~!~~~ti ~~i ~~ .. ~ 0 

!i~ ... ,;r ...... il r··r. h· II !i m 
~c.:-

• c , ~~ri il~[!~~ i ~ ~~~! ;~ii • "' )> 

if~ J m ::o lJ -1 .;l'!tf~~~ffi;~!tt ~jr~ ~ 3:: i i I a. i r li s , ,...,. ... t' =~ ~:1 "' , z 

~'~ifl· ~'i"~rti!rii ij£i ... -1 ~ =~ • 

i .... 
ff( tiil iiil Jl p.J F. i, .. 

j • 
~ . I' E 

• • ~ 
(l) 

• Regraded Unclassified



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

po~~1U• ot run Aaelll\ent. Unit...S 8t.at. .. At.t.clrne7, &ut.em Dbt.riot. 
et Llod.tt.., .. OrJ..t-, Le~~ddena, 'lhlob poelt.1on be ot.Ul boldo. 

39 

~ w. ~1'1'7 s. a ~m~ua .. ot JarJ..t 1. CbrlRebbeftT, 
a ~ _ __,. alld to-~ t.o t.be l.at.a s-t.or 
.. '· ._. _. a-\ol' ao. x.c-u~A~~c. 

hr a .......... ot 7~ Ro.-n W. ClllrUt.aoboftT baa boon a olooo 
toll.awr ot lat.o 8oJat.clr HQOT P. Lon& Ul<l t.bo woooeoor. ot b1l 
pollt.loal aablDo. on. Dell\ llorat.clr1~a O~eli.on ,.. oroat.od 
durlni tho .... , n1•trat.1on ot tbil l.ato Otoar r. Allon, IO"fWDOr ot 
t.bo St.at.o ot ~llialana. Tlw l.at.o B. W. Oaoon, Wider whoa Jlr. Chrla\t. 
boftT wiW tlldl.a apl.opd b7 t.be Dobt. llorat.criu ~aeion, wu a 
n.Mil .... r ot t.bo ....,. P, Loll& pollt.1oal aolllne. 8hlrl.a7 lliaberq, 
wlUI ..._lit'. ~ • - U.. olt.ber ....,.. otn.o ar 
pi'MU ... law • a ,..._....,.P -.u, ... a elooe hiaBil a8ll tou-
ot tM late IMr P. 1-. ~ Ida lao\ Jll&rl, end S. a ._, ~o 
tr1oM., ..,.11. s.... 11r. ll1allol'l7 -·r' 1ar1 r. Lone'• .,._.. 
aawrlal o a '• 1D t.llo 01\T ot 1ow 0r1-~ .. t.11o 1~19110 
I i '•• M.ftfto\ A\...,_7 Cllorlao .,.._, tcr•r Dlftrlft At.t.onlq 
.fttr t.be ,_.,.. .t 0r1-, ,.. -• t.o \bat. poo1U• lilT t.be l.a&o 
~ 1. All.aa, *• ...... 1'-l.q, \be )ro-t. At.\oi'Mr O.JI'al 
tOI' \llo IteM ot Lc.iolaa, .. t-d to "'~• ~ \llft.P 
pel1Uul auwc. 

a- .t t.be - wl\11 ,._ llf', Clbr18t.aDberl7 llao bom uoodat.ad _. w.-. ......, 1D t.bo pao\ de not. -.JoT &DIMI roput.a\1- ..S t.bo 
napoo\ al \be pllbllo 1n am•al.. Cbulao IJTIIO -. t-.d t.o nolp 
b1o potUl• ao Dlll\riot. At.t.omq tor Or1..,. Pariob u \.bo "..Ut. ot 
b1o ""'dt-+t ... \be 1_..1&at.l- of tho oo-oal.lJtd tax redDotlOD 
...u.t. *illll .....,.w Sa t.bo ct.v ot 1ow Or1_, "J'Ort.ad •• u.. 
-of "-P11 I, MUl JIUTII. o-1q, II-17,~P, aBil AnbW' A. 
ews-, IJ-1~. 1. w. o-, .t.rinc hS. \era ot ottloo u 
Lollar a-t.oS..r .fttr t.bo St.a\a ot Lows.na, •u 1nd.lotod b7 • 
r..-1 aftlll tv1 .fttr t.llo w.n- DlRriot. ot LllldtS.M at. Lon 
Obaorlal, t.t.S.., • a tlarp ot psrJvT 111 oomoot.iOD wl.t.h b1l 
tort' ; ....,.aaa twoo4 ooot...U.t.lo .. to t.he ..noon~. 
a_.,..... tu ' d lilT t.be lat.o ~ P. Lon& and l.at.or pabl.Uhod b7 
liobuod w. Looho, t otwr ptwnor ot t.bo St.at.o ot LllldoltJa now 
IIDdor a t.e-7"ar pon1t.oo\1&r7 o.....,_ tcr nil~& t.bo ..UO 1D a 
...._ t.o dotrud \be St.at.o at Lou1J1.aoa. 1M wu lat.or oomiot.od 
ot \ld.o en-. 

Sblrlq 0. W1aborq an4 I, lf. Oaoon wre 1n41ot.od b7 a &ro.nd 
JVJ 1D Oralllll Pariah• Louidana• em Juno 26, 1'140, tavr 1D41ot...lh 
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\be7 wro ~ wl.tll Uft'71ac \Ito -• ot porooM oa u. 1a1oor 
d.opo"-& pofftll 'IIIlo porftuwd • oonil!oo, !ho na\lao ot t.booo 
..... 1a ulo:l •· 

Kerber\ W, Chria\cbe1'1'7 ... not. lmol~ 1a Uta •t.tero 
tond.nc t.ha baalo ot ""' -U..cl Lolda1- •IIOanclala• lnwnlp­
\S.oiUI. In t.ho tlrn oorho ot Loulalana lmo.Upt.iona (19,..19)6) 
bo wu qQOot.l-cl roprcl1aa Ute Noel~ or taco .rz- w. L . Ste.._, 
Jr. , SI-1062,_,, wbo uoor\ocl tho po7Mn\ ... a ~eoioa. 
Jlr, Cllll'lot.eobo1'1'7 tenltlocl \be ~r& ropNoon\od a lapl r.­
\a!Mr tw 11111411 bo per1b~ .. .nt-. 

llO 

rr- IU"PalJ;r rolial:lla .,IU'OOO, lt. -.. la-d tbat. llr. ~ 
bo1'1'7 b \bore pl;r baDtn alii \hot. hlo olt1olal aote a1aoo ba01111lq 
Aula\&\ ~eel SteW. Utomo7 haw ,...., baeD <~&o-'lODOcl. Wh1la 
Ullclor -Jil•"- at. - u.- ""-• or ld.o pol1Uoal aDcl Jaraollll 
... •nS.O., ua.oo dl>abte ... - 41opollocl, It -.. laarad t.bat. 
ha hu OOIIdll\ocl the '110ft ...S..ocl t.o Ida 1n • Ol'ocl1llla -- .. 
heo ,PIO-'ocl all ..... n.GII'a ••17• \ 

'riMn 1o - fT tsnc 1n t.bo 11111\od 8\at.oo Diot.l'io\ a-t ter 
t.ho .lee'- Dlll\riot. til LoaloioDa, .. ., 01'1ouw, x-J.oiana, 011 lndJ.ot-­
-* aplaot. J-• A. lloo, MDnroo, Lolllollna, IIIlo 1o ahorpcl with 
bovine ooDOpli"'d rlt.b s.-r !'lebo Ulcl ot.boro w dotoat. IDcl OYado 
\aDo duo 117 Win or Looo Carparat.ioCI, .., Ch'loant, Lauio ioDa. 
Briotl7 1 t.ho tach 1ft t.ble - UO U follOW I fho loW Ckwoftll>r 
Oooar J[, Allen a;raat.ocl t.o J-• A. loo, on Ootoobar :U, 19.34, m oU 
and 101 laaoo 011 r1wr 'bot.t- 1n Ollaohite and lloro,_,. Parieboo, 
Lollloiaa, rlu-\ oub ODDOi.dorat.i OD, On l o ..... OI' 20, 19:Jio, ~-· A, 
._ •rz••oct t.bo 111n or '- ColparaU... Tbo lnOIIrpwat.loa JNIPOI"' 
•'- Uld bo -~tor~~ aharoo of 1\o oaplt.ol Rook; 
a.,_.. 1le1.e ~ tw- eharoJ ... lu'lo J, ~ 
....... u.d 1br t.ho r-1n•nc - ~bare. Dl&r1nc tho ,. ... 19)5, tbo 
laue 1n qiiN\lOD ... oold tw $3.10,000 ... b. For Ulat. JMI' \Ito 
INM s- ot Ute oerpar.Uon ao t31o7,917.5(). 

011 Allpot. :rr, 19)5, Ute 011rpcrat.lon cllnrlbut.ocl t:zoo,ooo to 
it.o ot.ooltbolcloro, wilD wro J-• A. loo, thirt.J"'OI"" aharooJ Rllq P. 
Lone, U\~ lharooJ OoOU' IC, Allen, t.wln obaro•J ~ 
Woioo, t.aQ\1'-four abarooJ &arlo J . Ohr1o\onbel'l'7, oao abaroJ and 
AUoo Loo Ozewjoul, - elaN. Tho rotam tilacl 117 Wlll or Loeo 
Oorpcrat.lOD tor tho ,., 19)5 ohancl t.hot. tor tlw.t. 7001' 1t. po1d 

_,.. 
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DEPARTMENT OF STATE 42 
ADVISER ON POLITICAL RELATIONS 

January 12, 1942. 

The Secretary or 
the Treasury. 

Stanley K. Rombeek. 

I have informed the Secretary 

State or our conversation or 

morning and or this communioa­

to you. 

Regraded Unclassified



.......,._._. .... _ _...~ ,.. 

oc tllMn• •• Of' rrant: 

··-"""•e 

Dear Mr . Secretary: 

DEPARTMENT OF STATE 

WASH INGTON 

I enclose herewith tor your confidential informa­

tion a copy in paraphrase or the telegram of which I 

gave you information this morning and or which you 

requested e text. 

In that telegram there was conveyed a message 

from the President to General Chiang. As bearing on 

the matter to which that message related , I enclose 

al so a memorandum regarding a telegram sent to the 

Consul at Rangoon on December JO informing the Consul 

ot action taken by and a desire expressed by the 

Secretary or l'lar in regard to the same matter. 

I further enclose a memorandum giving an account 

ot a t elegram sent to the Ambassador at Chungking on 

December 30 on the same subject . 

Yours sincerely, 

I Stanley K. Hornbeck 
Adviser on Political Relations 

Enclosures . 

The Honorable 

Henry Mor gent hau, Jr ., 

secretary or the Treasury, 

Washington, D. C. 
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'"' 
en 

A tol ... • •· 1M of Deo•ber 11, 11"1 to u.. 
.&ller1ou IP11el ...... at ft• at'• 1Dit .... t• tlae ...... ..... 

u.oUa••lr to OODYOJ to lleaen1 lllluf kl.-111* a ... .... 

fro• PNol4allt; .,_oO'Hlt to tlae fo110WIDI otteota 

18pono 1n 1'CU'4 t;o t.bo rooont; lnoldnt 1n wlalo.b wu 

1n'foln4 tho .. u ... of d1opoNl to JboUlu nt.bor1UOI ln 

BI&Na of Lend-Loa .... tor1alo dut1no4 to and avaU1JII 1n 

1- onward oh1paont to Clb1na bu rooo1'fo4 t.bo porooDal 

aUonUon of t;.bo Pro•U•t; wt1o 4oolroo to aooure t.bo hllera1-

ho111o tbat t;.bo aoUon taken wao oontrarr to tb1o 0oYOrn­

aont1o po11or wb1ob 11 41rooto4 toward oupplrlDC to Clb1na 

all tho &14 wb1&h 11 pool1blo. lC 1o the Pre11bnt 1o 4o-

11H t;o uoure the Goaoral1u111o further that 1t 1o not; 

tb1o GoYoruaont'o po11or to tranofer aaterlal lntended for 

Ob1 .. 1111401" tho Lon4-Leaoe prorr• unlen the utter hao 

boon 41oouooo4 with Chi Ob1aooe Oo•ernaont; 1n prior oonterea-

ooo ... oono.ttatloao. Wb11o oln41DC thooe aoour&DOoo to 

t.bo ... .relloo1ao, tho Preo1dont w1ohoo to -.prooo hlo 

doop lfPJ' .. Iauoa of tho haOPalloo111o 1 o 1111111tl8.b u4 

otato....tlko attltalo in .....-lnc, lD tho 1ntoroot of t.bo 

oo11a0n oauoo to w.blob wo aro all do41oate4, to tho tranofer 

t;o tho JboU18.b ln lana of oortaln uter1al apparontlr 

IJ"I&t17 Moded for 4otonoo ln that ro11on. 
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Oil Deo.-_. )0, 1941 tile Do~~an••• ot ftato . ' 
10\ w tu Collnl at BaDcocna a hlopoaa natills t.laat 

\he Sooretur ot war ha4 ant to OoDoral lllcn4or a 

hle&l'Ul ~roTillc tho att1h4o adop\14 b7 Gooral 

Maaru4er; that the Seoretarr ot Wu ooul4 Dot IUJ)port 

aDJ 1uoh 11quenrat1oa Yitllout OoDaral Ch1aaa Iat-oll.ek' • 

OODIIDt; thn tllo 8e01'1tUJ et War IIICCIRI4 \.laat 1a 

rl., ot tho t.ponanoe ot ~ to Ch1aa • • 4ot ... o u4 

tu D"4 tor •akh& 4oo1otoaa. looallJ, Gaeral Ch1uc 

aiaht leD4 to RaaaooD a repreootat1Yo llaYiac author1tr 

to ukl arruc•-t• Yith tllo Br1t11h u to wut 

uter1alo, 1t ur, ooul4 be tlll'DI4 OYer to th•, 

uter1all Dot th~e4 oYer to be 1eat forward to 

Ch1aa at ODOO. 'l'hl Seoretur ot War 4el1re4 tllat \U 

Br1Uill a'dhoriUoo be 1ato-4 that th.11 GoYoraaeDt .... 

Dot .,uu,.. to Unrt to \he Br1t1ah uhr1ala wh1oh 

'lfii'O toa\1al4 tor ClliJia Yithou\ Chilli& lta1-lbtk'• OODMII1o 

t1ret bo1111C ob1oa1ae4. 
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PARAPI!RASE 

On December 30, 1941 the Department or State sent 

to the Ambassador at Chungking a telegram stating that 

the Secretary or War had sent to General Magruder a 

telegram approving t he position which General Magruder 

had taken in regard t o sequestration by the British or 

Lend-Lease materi als and stating that the Secretary or 

War di d not support any such sequestration without 

General Chi ang Kai - shek ' s assent . 

' 

Regraded Unclassified



HMJr: 

Lauchli n 
Currie: 

HMJr: 

C: 

HMJr: 

C: 

HI!Jr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

l'MJr: 

C: 

Hello. 

Hello. 

Hello, Lauch. 

Hello, Mr. Secretary. 

Yea. 

January 12, 1942 
10:29 a . m. 

I was Jus t arranging transportation by air !rom 
China !or Owen Lattimore t o come back tor consul­
ts tion. 

Yes. 

And I was wondering i! you 'd like me at the same 
t i me to do anything about Fox on tbls loan propo-
81 t1on. 

Well , I'm Just getting into it this morning. 

Yeah. 

Between now and sunset I'll know more about it. 

Fine. 

I've Just gotten a letter !rom lt.r. Hull which 
I've no t yet read. 

Right. Lattimore ie leaving Chungking on the 
thi rteenth. That's tomorrow. And I think I 
might be able to arrange ! or the mil i tary command 
to pick up Fox too, i! you were interested. 

Well , I'd bring Fox back. 

Yeah. 

Bring him back. 

Yeah. I think Chiang Kai-ehek would like to have 
hi m back to explain all these things, too. I've 
got an intimation or that. 

... 
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l!IUr: WoU, J t:blU 1 14 clo U. 

o: nao. 

HMJr: J'cl &pprool•'• 1,. 

0: All 1'1p,, ~·· Goocl-b7•· 

Regraded Unclassified



!lMJr: 

Judge 
Peller: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

!D!Jr: 

P: 

!!MJr: 

Hello. 

Hello. 

Henr1 Morgenthau. 

Oh, good morning. 

How are you? 

Fine. 

January 12 , 19~2 
10: }1 a. m. 

Justine, over the veek-end I read that report 
ver7, very carefully, and I'm not a t all proud 
ot it. Nov what I've done ie, I've asked tour 
people - Mr. Gas ton, Randolph Paul, Mr. Fole7 
and Mr. Sullivan - all to study the thing, and 

49 

I hope to get away Wednesday. Would it be 
agreeable to you it you got a call from Hr. Gaston 
to drop over and see him and talk about itt 

I' d be very happy t o. 

Herbert Gaston. He's Aeeistant Secretary, and 
thia comes under him. 

Fine. 

And Ed Fole7 knows what' s-his-name •.•.• 

Cl a rk? 

••••• personally. Yea. You see- and Randolph 
Paul's been teaching up at Yale. 

Yee. 

And ve already r ound out there'e another Toamy 
Emmerson ot the CIO, moat likely, who they had 
in mind in Seattle. 

Oh. 

It vae something to do with the Marine Uni on out 
there. 

Regraded Unclassified



P: 

HIIJr: 

P: 

HXJr: 

P: 

BXJr: 

P: 

BltJr: 

P: 

HIIJr: 

P: 

I!ICJr: 

P: 

IIMJr: 

50 

- 2 -

Oh, I 111. Well, 40 7011 ~nk that that lOt onr 
to D111t 

Well, I don't now: blat tb.e7 aolt- \be ob&Dae­
I aND, Cla•ton, llbo b.andle4 the•• oro ~na• tor 

•• ••••Nl 71ar1 -co 11111141ate17 u1d, •Well, tb.e7're 
~llk1DC ot ~.., ... arion ot C%0, ot tb.e Marini 

Onlon•, 7011 •••· 

I •••· Ot OOIIJ'II, a ~IIC like that oonld do auab 
iDitaDt 4Au&•· 

Oh 711. Well, llbat we're going to do il tb.11. 
lfa1re going to co all the W8J through witb. it, and 
when •• ooae out; we'll eitb.er ea7 t;b.at t b.e aao 
detinitelt ahould not be or he detinitelJ abould 
be. 

Ifill, tb.ere'• DO~ng aore one oan alk t or tb.an 

that. 

I aean, it'll be one or the other. 

Good. 

I aaan, 1t 1ll be olean-out;. lither we'll reoo .. end 

that he abould 110&7 1D the Oonmaent;, or we ' ll 
reooMen4 t;bat he abould DOt . And wi ~n a 4&7 or 
two the71ll hear froa J OU . 

Well - 7011 aean I'll hear troa tb.ea. 

Ye1. And I'• ••1'1 auab obliged tor Jour bringing 
it to _,attention. 

87 the war , lliDOr ea1d t;bat Rendereon - that 
bad not ret sotUn t;he leUer troa Rendereon, 
ooaplete repl7 detail b7 4110a1l. 

!here'• DO lener fro• Rendereon ~e aorn1ng. 
!here'• no~ng tb.at'• ooae fro• Rendereon. 

JOU 
b.11 

Beoauae foa waa told 1 1; b.a4 gone o•er a week ago. 

No. Ren4ereon - •• oalla4 Render•on'• ottioe Fri4aJ, 
and he eaid he hoped fO wrUe 1t l"r14a7. Re nenr 
wrote 110, and i' baan t ooae here 7110. 
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P: 

IDIJI' I 

P: 

BICJI' I 

P: 

RMJr: 

P: 

IIMJI'I 

P: 

RNJr: 

P: 

- ) -
!bat'• t'wul7 ........ Gtaabera •14 u la4 ao••· 
All l'lpt. 

lo, ba •u'' hll1DC 1011 .U '"•· 

I aH. 

.An4 - la' •• au 1011 ao.a,blq. Baa - I '-ke 1 t 
r..araoa baa aau ~· rapor,, baan't b., 

I 4oll't lulow ee.Ur ba •• U or GlDabel'l 41e­
ou .. a4 U w1 tb bl•· 

I •••· Mo , we baYe not T•t reoe1Ye4 aDJ le t ter 
tro. Ben4ereoa .. ot t1Ye •lDutea eco. 

All r1p~. a-u. 
But tbe,nJr. 1011 YePJ •ob tor bl'liii1DC 1 t to _, 
anenuoa, beoa•H I'• nPJ UDbapPJ about u. 

!bank JOI&o 

All l'1pt. 

Goocl-bJe. 

Sf 
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HMJr : 

Senator 
Lucas : 

MMJr : 

L: 

KMJr: 

L : 

KMJr: 

L: 

HMJr : 

L: 

HMJr: 

L: 

HJ.IJr: 

L: 

HMJr: 

Hello. 

Yes. 

Senator? 

Yes. 

January 12, 1942 
11:07 a.m. 

Could I ask your advice and opi nion in strict 
confidence about a gentleman? 

Certainly. 

52 

Well , Senator Lucas, I haven't talked t o thi s man 
yet; but before I did, I wanted t o know how you 
and the Democracy would reel about Edward Brown, 
the pr esident o f the First National , Chicago, i f 
I could get him to come down here t o help me. 

Well , I think Brown would be all right. I don't 
believe there'd be much question about that. That 
would be my firs t reaction. I t hink he's been 
pretty sympathetic towards our position, even 
though hP1 8 head of a large bank out there. And 
as t o hie ability and his inte~rity, I think he 
would be all right, although I d like to cheok up 
Just a little further. 

Well , . my understanding was he publicly came out 
and voted t or Roosevelt in ' 40. 

That ' e true. 

What? 

I think t hat's absolutely true, sir. 

Well , under those circumstances, how could t here 
be any question? 

Well, t here oan' t be any question , but you called 
me up and asked me about 1t. I think he's al l 
right. 

Yes • 
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L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr : 

L: 

BMJr: 

L: 

HMJr: 

L: 

BXJr : 

L: 

IDIJr: 

L: 

IIICJr: 

( 
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llure. 

· ···· 1u•t a 11ttle aore t1•• on 1t. I don't tblnk 
there • anJ queat1on about 1t at all. 

But I u oorreot, 41dn't be - that be publ1olr ..... 

I tblnk that' • true. I tblnlt that' • true. And I 
••an - I -• 1n that oaapa1cn out there - all 
throueh 1t - and I'• prettr aure Brown -• all 
r1&M· 

Yeah. 

And that'• wb&t- that'• one th1nc I - n ted to 
obeok on t or aure. 

Well •... . 

I'• aure Prea1dent Brown -• a hundred per oent 
w1tb u a out there. 

Yeah. Well, aa tar aa I know, be -• the onlr 
banlt 1n the a1ddlewut that -•· 

(Laugbe) Well, that'• r1&ht . 

And wb&t I '• tl71118 - ae I II&J', I b&Yen' t talked 
to h1•, but wllat I b&Ye b1a 1n alnd t or 1e Under 
SeoretaJ')'. 

Yeah. 

You •••' 

Yea. 

And I'n looked bleb and low t or a rear. Dan Bell 
- nte t o be r1eoal SeoreteJ')', and we baYe that 
pod Uon Yaoant. 

Yu. 

Be'• been atter •• tor a rear to let h1• ree1gn aa 
J.otlnc Under Seoretarr, and beoo•• t1aoal aae1atant. 
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I!MJr ' . 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

IIMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 
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Yea. 

The poe1t1on 11 there, and I'Ye been lookina 
ror a aan - a banker - wbo pubL1ol7 Yo~eQ ior 
RooeaYelt. Now, thaJ tall ••• tor 1natanoe, that 
Walter Ouaa1nca, 1t be dld Yota tor RooaaYalt, 
be kept 1t a aaoret. 

Well, not onl7 that, but the tallow •• openlJ 
out t or the Republ1oan Oonmor out there. I 
won't ea7 1t waa openl7, but enr7bod7 knowe that 
be wae t or Green tor OoYernor. · 

Yeah. 

Now, ae t ar ae Ouaalnge 11 oonoerned, I don't­
I' ll Just ea1 no • •••. 

Well, I'• not oone1der1ng b1a. 

No. Well, 7ou're right. 

(Laugbe) 

Now, th11 ot her fellow' • got a bell ot a lot on 
the ball , too. 

Yeah, I obeoked b1a w1tb Charlotte c&rr. 

Yea. 

And abe '• all t or bla. She l&ld ba 'e one or the 
rareOod-.. nda that Cb1oago 1 a nar bad. 

Well, I th1nk ahe'e r ight about that. I aean ••••• 

He wae a d1reotor ot Bull Houea. 

Yea. 

D1d JOU know that? 

Yea, I knew that be wae 1ntereated 1n 1t. I 
dldn' t know that be wae a dlraotor . But I know 
be' a bean a Yart, Yer1 pb1lanthrop1o eort ot a 
fellow and o1Y1o alnded aan, and on the liberal 
end ot H. 
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HliJr: 

L: 

IIMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HliJr: 

L: 

- 4 -
55 

Yeah. 

.,., ~ Mii oalJ. Jov baoit in thil'tJ 111nut81, 1t I MJ. 

Could JOV oall ae be\Ween now and uel'l'et 

Y81. 

ftlat would be wondertul. Be' e oolllng down - I 
don't want JOU to teel I'• rueh1ng 7011. 

No . Well, I'll call JOII back. 

He'e going to haYe lunob w1tb ••· I t 7011 could 
let 111 ltnow between now and uel•e, beoauee I 
haYe looked; and on tha othar band, unleee 7011 
were en\blle1aet1o and could tell 11e that JOU 0d 
eupport ae on tha B1U, I wouldn't want to etal't 
eo•eth1ng. 

I think I can do 1t, and let •e call JOU baok, 
Mr. Beore\arJ, beneen now and noon. 

!baDit J OU. ·' 

All r1gbt. 
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BXJr: H'llo. 

Operator : ICI'. Bproal. 

HMJr : Good •ol'ft1nc. 

Allan 
Sproul: Ooo4 .ol'lllnc. 

HMJr: How are rout Bello. 

8: Bello. 

HMJr: Bearr Morgentbau. 

8: Yee, eir. 

DJr : Bow' • lbe pine' 

JaJIQU'J 12, 1942 
11:1) a ••• 

8: 

HXJr: 

lbe'• IOill8 all r1Ctlt, eo tar. 

Yerr •uota oh'lli'Dinct 

8: Well, there'• •~• ohuPDiftl, eo•• eelling of 

56 

the - lUe the two' 1 at 148- 1 50 and 'bUJi~ of 
the Pllhte, 'but not a sreat 41&1 ret. It • 
'been fairlr quiet eo tar ~· 110rn1ng, and. the 
aU1tu41 of the ~lr.et .... , to 'be that it len't 
quite Wbat tber expeoted. u' • talr.lnc tb• a 
little U•e t o '" Wbat tber're 1o1nc to 4o, 
ao4 that the ezollance Will pro'babl7 s o tbroueb 
w1 tbout -• ab1ll"'l1ftl and it Will be after the 
boolr.a are ololld that we'll 'ba able to tell 
llbltbar there' 1 101nc to 'be a lot of obUPD1n& 

IDIJr: 

8: 

IIICJr: 

8: 

01' DOt. 

I"'· 
But that the ezobaftC• Will ao tbl'ousb without 
•uob oburninl ie the e~peotat1on now. 

Well, I bear that the r11ht• went up • ·little 
'bit linOI 8atU1'411. 

Yee, tbat'e rl&bt. It'• around twentr-two now, 
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HMJr: 

S: 

IIMJr: 

S: 

IIMJr: 

S: 

JDtJr: 

S: 

IIMJr : 

8: 

- 2 -
5? 

and that' • to be axpeotad, I th1U., 1nauuoh aa 
the 8atul'4a7 upeotaUon •• baaed at laaat on 
a par~ o: tba 1a1u• be1na uotaa -~~ le•:er Yaluc. 

Good. Ooo4. Well, we 'll watoh 1t. 

Risht. We're •tohlnc 1t oloael7. 

!here' • nobodf teele ba417 about 1 t, 4o the7t 

I don't tb1Dk eo. 

Good. 

I tb1nlt tht7 tb1nlt tb1a otter1n.g h an attraot1n 
otter1n.g. '!he oD17 qu .. u oo 1n the a1nde ot •117-
one 1e vbat 1t &a1 do to eo•• ot the other otter1n.ge 

ot about tbat - around that utur1t7. 

Well, we' l l vatoh 1t. 

Yeah. 

All r11bt . 
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FRIIZIIG - GIDJW. AIILIII AID PIUI 

Pre .. nh Jlr, nau 
Kr. fl' C01111ell 
Jfr, Peble 
Jlr, Bel'llatel n 
)(ra. notz 
)(r, Fole7 

KR. FOLEY: I think we had better let Joe do 
the talk1Jli. 

58 

H.K.JR: You are cettilli a little weak, Joe. 

KR. FOLEY: He got urried, rou lmcnr, since we 
put hla iato General .Aillline and Fila, and he nenr got 
a hone,aoon. 

H.11.JR: You ought to mow. 

KR. FOLEY: I ought to mow. J.t leaat I did better 
than he did. I got two weeki (laughter). When did 
7011 cet awq, SaturiaJ atternoont 

KR. O'CONI!LL: SUndar afternoon. 

MR. FOLEY: J.nd he went to work l(ondq lllOI'Illng. 

KR. O'COilfiLL: I thought I waa bearing up prett7 
well. I dida't kncnr I looked weak. 

H.ll.JR: Liahn who ln the .Aillllne DJe Work• 
duzolq the laat ooupie of 71ara he1 b11n dolDg thing• 

• 
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which are to the disinterest of the United States Govern­
ment? 

MR. FOLEY: That is a big order . 

W~. O ' CO~'NELL : Well, it is difficult t o cut i t 
that fine , Mr. Secretary. 

H.~ . JR: Well, how long do you want ? 

YR. O'CONNELL: Well, our position is that we 
could gi ve you a list of five men who have ~een for 
years, maybe fifteen or twenty years, so closely assoc­
iated ~i th the I .G. Farbenindustrie in Germany, and 
with the German Dye ~rust , and that association bas 
continued right down unti l pract ically our freezing 
order as a matter of company policy. Those men are 
so definitely associat ed with German int erests and their 
ties are so close to them, that the conclusion is 
justifiable t hat t hose men ou~ht not t o be permi tted to 
part icipate in the activities of this company. 

H.M.JR: You have tpt five? 

MR. O'CONNELL: \'IP have five top men. ~:e have a 
list here of thirty men who are generally of the same 
category, in the sense that they are al l I . G. Farben 
men, all Germans sent over here in the early ' 30's 
undtr contract 1titb I . G. F:•rben, and have continued 
to maintain their contacts " ith Germany. They have 
all taken out citizenship except a few. 

H.1!. JR: Let me look at one . 

MR. KLAUS : Vom Roth r.ouln be the best one . 

H.J,• . JR: tro , ·give me the fi rat one. Dr. Hans 
Aickelein, vi ce-president . Sixty thousand dollars. 
Naturalized . Well, what have you got against the 
fellow? 

MR. O'COUNELL: That . That is all. 
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H.K. JR: What? 

)(R, O' CONNELL: In hie particular caae, hie 
German background and connection with I.G. Farben. 

60 

H.V.JR: Well, how do you - how do you know, for 
instance that he ia perforaing his duties well. 

l(R, O'CONNELL: Well, I know that he i a a 'fe1'7 
competent chemist. 

H.K.JR: How do you know he would be doing anything 
dislo1&]. 'l 

KR. O'CONNELL: We don•t know, other than hia con­
nections and background. It wouldn't necessarily follow, 
unless you assume aa we have, and we have coma to the 
conclusion that the I.G. Far~eninduatrie as an orfaniza­
tion dominated by the German Governaent baa been n 
effective cont rol of this company by I.G. Farben men. 

H.K.JR: Let ' s do it another way. Have you got the 
names of anybody who baa been doing some dirt7 work'? 

KR. KLAUS: Yes. ~. Vom Roth. 

KR. O'CONNELL: You might glance at these . 
are the worst oases , I should think. 

These 

H.K.JR: He lives here on Kaloraaa Road? 

VR. KLAUS: One of his homes is on Kaloraaa Road. 

H.M.JR: There is nothing there that would ••• 
What is ozalid'l 

KR. O'CONNELL: Ozalid ia the process in one 
of ita divisions of the oompany. They manufacture a 
machine which reproduces drawinfa' blue prints, and eo 
forth. Ozalid is the process, think. The7 manufacture 
the sensitized paper used in the development of those 
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tll1aga, and the aolliu 11 ill r,••ru uo 1a 1101 or 
the aefoDU plat. 11l the OOUD l"f1 Or at le .. t ill ... 
thlrtJ-n.n h111lboa of th.., ua 1t h Ollr fttlllll 
that booauee of the oharaotor of the org&lllsat1aa, 1t 
afforae a ?OI"f good opportUillt7 --

H.K.JR: There 1• noth11lg 1n hero. 

KR. 0'C0Nlf!LL: Well air, we hanll 't QTthlag Oil 
11170De, md I don't think we ner will han m,thlag 
that will juetifJ putting a aaa in jail. 

H.K.JR: No, but I •an that JOU could publicl7 aq 
that he did 10 .. a 10 ma 10 aaa 10, and therefore -
aoa•t think he ahoula be OODDeotea with the GoTeJD..nt, 

KR. WUS: Well, he atilt theu reports to Geru117. 

H.M.JR: Well, tb11 aoean•t eiJ 10. 

KR. XLAUS: Well, that ie the prooea1 that waa 
followea. 

H.K.JR: '!'here 11 nothlq 11l thla tblag that •IT• 
that he baa done an,tblng. 

KR. 0'00RlfEI.Lr 'fell, I woulda't want to - that 
alone he oould aho jultlfJ aanag that 1 t ... ill the 
or4laarJ oourae of bu.aineu betw11n hh oo~~pmJ ana 
the Goraaa oOIIp&llJ which baa llcenua thea unaer a 
patent, JOU aee. 

KR. PEHL!r DuPont and General neotrio and eni'J­
boa, elae han sent tblnge to Gol'aallJ· 

IIR. O' CONNELL: What waa being done in tbla counti'J 
during '88 ana •s9 haa probablJ been done bJ a lot of 
other b1f organisation• wbloh haTe unque1tionabl7 exohangea 
in!orat oa llith Gel'lli.JI1• · 

B.K, JR: Look at the inauranoe oo~~panlea . 
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KR. !tAUS: But thle ia part of their plan. Ialle 
and Compan1 sends Von V•iater in here, and he has just 
come straight from the Zeppelin Worke, and he gets thla 
elaborate organization for defense plana, and he gets 
in former . Zeppelin employees to do it, and they get 
into Government laboratories «nd forte and ot her places . 

B.M.JR: That doesn ' t say that. 

KR. KLAUS: This is just hia personnel file . 

B.V. JR: There is nothing in there that says that. 

KR. O'COOELL: Well, frank17, regardlesa of all -­

MR. KLAUS: That ia in the memorandum that I gave 
you the other day. 

B.M.JR: You gave me no memorandum the other day. 

MR. O'CONNELL: The one you rend first , that abort 
memorandum which descr ibed the activities of that diTi­
sion headed b¥ Yr. Von Jleiater. 1'/e said it was headed 
by Yr. Von Ke1ster, formerly of Zeppelin. 

B.Y.JR: Well, let me ask you this. Do you feel -
now think very carefully before you answer, and I 
am asking t his man (O'Connell), not Sam. Have you gone 
into this ! ting far enough, rather than - that you feel 
that it is inimical to this country t hat these Germans 
should be there, and we should remove all of them? 

MR. 0' CONNELL:. Sure I do, but I don't think we 
ought to do it today. 

B.M.JR: When? 

MR. 0'C0l~ELL: When we have developed the facta 
a little further . We are proposing that five men who 
are the top men, and on whom ~e have very little more 
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than we have on thirty or forty or a hundred others, 
we are proposing that we insulate those men by sa7ing 
to the company, "You have got to get rid of those men, • 
that on the others we 'block their accounts so that we 
will - and then we will subject them to a very close 
&crutill1 aa to financial transactions, see to it that 
they spend money only for purposes that we think are 
proper, we will accelerate our investigation, get some 
more people to continue the process thit we have started, 
but which, the time being of the essence, we have got 
to accelerate . We can't do it now, I don't think. 

H.K.JR: I have got a suggestion to make. I don•t 
think we are moving fast enough. How would it be -
there are five and thirty, is that right? 

MR. O'CONNELL: Yea . 

MR. KLAUS: Well, a little more than thirty. It 
might be fifty. 

H.Y. JR: Well, Sam, when I want to ask you - do 
you mind, please. 

IIR. KLAUS: Sorry. 

H.M.JR : When I want to ask ;you something, I will 
ask you. 

Whatever the group is, f ive and some other group, 
how would it be to say pending your being ready, that 
we serve notice on John E. Kack that these people be 
kept off the premises, not separate from the payroll, 
but kept off the premises? 

YR. 0 ' CONNEll.: You me in the five? 

H.K. JR: Five or a hundr~d, I don ' t care. What­
ever you think is the group that might be dangerous. 

MR. O'CONNELL: Well, I don't get the distinction 
between that and firing them. 
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H.K.JR: Well, theN 1a all the dhtinction l.n the 
world. You aN keepl.q the11 people off the f!."' au 
beoauae rou are IUipl.oioua. That gi.Tel JOU t to 
dnelop )'OW' cue. You •1.1 )'OU are not read)' to tr)' 
toda7. 

KR. O'CONNELL: Oh, no. 

H.K.JR: Then )'OU can keep thea ott the preal.au 
while )'OU are developing the oaae , because it aight 
take )'OU weeks. 

KR. O'CONNELL: It certainl7 aight Tel")' well take 
ue weeka. 

H.K.JR: You don't know what the7 aight do. But 
the7 are off the preaisea. The7 can do no deaage. 

KR. FOLEY: The7 oan do daaage. 

H.K.JR: Ho11"/ 

KR. FOLEY: Well, the7 haTe all got their confiden­
tial people in the ca.panl.es. The)' would be telephoning 
thea. The7 would be having acoeaa to those people. 

H.K.JR: Well, would )'OU put thea i n jail! 

KR. O'COII!IELL: lo. 

H.V.JR: ire )'OU going to put thea in jail enn­
tuallT' 

KR. 0' COfiliELL: I don't know what we are going to 
do. 

H.M.JR: The)' are at least not going into the 
office and haTing acceu in the filee. 

KR. O'CONNELL: We have people in the office who 
are in a prett7 good poaitl.on to.froteot against &D)' 
deatruotlon of the !ilea or &n)'thlng of that sort. 
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B.K.JRa Too alow. 

D. 0' OONIIJILL: Aa tar aa 1aolat1q th• 1n the .. ,e 
that n UT the7 om•t ooae on to the preal18a, it 
a .. ., to ae that h another •7 ot a&Jiq, ... will atop 
th1e OOIIpmf tzooa operatiq. • 

B.K.JRa Do 7ou want to atop it' 

)IR, O'<XIINELL: Well, it we take a hundred aea who 
are al.oat all the ke7 aen of the organization and '17• 
•xeep thea out of hen, we don't want th• around the 
place at an• - 1! we are not eolng to tire tha, and 
I aon•t bel1ne we ought to go that tar until " denlop 
the taota, 1t ee ... to ae that n ought to !reese thei.l' 
account. and put thea under oloeer acnt1n7 than n 
han ao tar. I don't think we protect b7 putting thea 
ott the prealsea. 

R.V.JRt Well, I a g1Y1ng JOU an Uea. 'fh1nlt 
about 1 t, will JOU pleaee! 

D. O'OONIIELL: SUre. 

IIR, FOLEY: It 1a - I thillk it 70u look at that 
organization chart o! juet the operatbg end, and eee 
the aaaea, )(r, Seoret1J7, 7ou --

B.K.JRt What do JOU th1Dk'f 

KR. IL.liJS: ott the prealltl. ! ranklT I don It 
think would be - these bo71 don't operate on the prealaea. 
!he7 operate b7 lhone and b7 - the7 ha•e got - their 
job, the top aan a job, ia to aee the little !ellowa 
ao their work. TheT don It han anJ tunotiona to pertora. 

H.V.JR: Well, the tact that 1 aan has got a 
GII'Uil n ... doean•t aean an,th1ng. 

D. FOLEYt Well, there ia Fole7. 

R.II.JR: Yea (laughter). That prow a the point. 
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MR. O'CONNELL: We are investigating Foley, too . 

MR. KLAUS : Those are all men who were sent in by 
r .r.. Farben. 

H.li.JR: There is the point . Moody is one. 

MR. FOLEY: Shultz. 

Affi . O'CONNELL: The men with the black stars and 
some others are I . G Ferben men. 

H.M. JR: Look, boys, I am not going to sit here 
for a couple of weeks while you fellows - I know 
t r.ese lawyers ' investigations. They go on for months . 
I f t his is going to be one of those regular lawyers ' -
you fellows would be going on for months, and God knows 
what those fellows would do . 

/.ffi. FOLEY: Mr. Secretary, they have got a double 
job to do there . Joe's people are watching the tran­
sactions and clearing the transact i ons, because the 
controls have been decentrali zed, and in addition to 
t hat wi th this whole rroblem of the APC t hing unresolved, 
and with all the diff1cul ties we have because John E. 
Mack is not cooperating with us , he thinks that we 
are just passing fancies, and that it will be only a 
week or so before we are all out and the Just ice crowd 
will be in. It i sn't the easiest thing in the world. 

H.I!.JR: What does he think you are ? 

!.ffi . FOLEY: Passing fancies , birds of flight 
(laughter ). 

H.M.JR: I just wanted to get t hat straight . Are 
you talking for yourself or your cohorts? 

MR. FOLEY: Well, I don't know whether I am or not. 

MR. O' CONNELL: There isn't any doubt about ~ck's 
attitude. He thinks we are going to be gone shortly, and 

' 
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he has been g1Ting lip serTloe to the idea of cooperation. 

H.K.JR: Well, where I differ with )(r. Pc:!.ey, 
see, ia this. One ot the W&JI - that la the reaeon 
I sent tor you. I wish I had .ore tiae, but rou 
fellows think this over and I will see rou afain before 
I go hoae . One of the waya to pron the wor hineu ot 
thla Job h not to fool around with thie thing, rou aee, 
and it rou tool around with this thiac, aoaebodr .will 
write in, "Mr God, the Treasury has had this thing for 
months . What have they done? Nothing.• 

MR. FOLEY: But that 1a a whole lot .ore than &DT­
body else has done, Kr. Secretarr. 

H.ll.JR: Ed, I aa eaTing what Pegler llight ear or 
soaebodr else llight say or Walter 11nchell, so1111 body 
who is a friend, you see. I don' t think rou got -r 
point. 

KR. FOLEY: I got your point all right . 

H.ll. JR: What I aa saTing la, aomebodr aight cri ti­
oize us for being slow, and use that as an excuse to 
get it out ot the Treasury, and in to Justice, so there­
fore the reason I sent tor rou was to satisfy -raelt 
why rou fellows don't aove faster. I make a suggestion, 
it aight not be &n1 good, and rou make a counter- suggeation, 
but it rou are going to sit around and walt here tor 
aonths while rou investigate thla thing~ I can't walt 
that long. 

KR. O' CONRELL: Look, at present, )(r. Secretary, 
we are doing two thing a and we ha nn' t nearly as JUD7 
people as we ought,to do it as rapidl7 as we ought to 
do lt . We have got fifty people covering about eight 
or ten places where this doea bueineas . 

KR. FOLEY: W1 th how III.DT thou a and people? 

KR. O' OOIINELL: There are ah: thouaand people 
.-plo7ed in the ca.p&D7, and they apend five to six 
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thousand dollars a month i n payroll l"ld purohaae c! 
materials. 
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H.M.JR: Don't get .me wroq. Normellr, what am 
I tryinf to a:~ ! ~ ~~=i to b~~ld up a case and keep 
everyth ng here so that this particular part of the 
work will be well done . I don't give a dum. Listen, 
I can function as Secretarr of the Treasurr, with the 
alien propertr over there with Leo Crowler. I will so 
on with it that war. But the bora have done a good Job 
and I aa t.rying not to let them down. Now, that is 
the whole idea, I aa not sending for fOU to criticize 
fOU . I mean, it takes up rq Uae, and I burn up rq 
energy. Why? Because these bora have done a good 
job and I am trflng to back fOU up. !{ow, go back and 
get some new ideas, see, and see how rou can move in on 
this thing and in some war or other so that it ian' t 
the usual legal thing, my God, until - it took him 
(Klaus) two rears to do the liquor thing. He did a 
good job. Two rears to find out where the lt~or 
control was . Didn' t it? 

VR. KLAUS: Liquor waa onlr aix aonthe . 

H.W.JR: Well, six months. And that was a babr, 
ccmpa~ed to this. Six monthe . Two years on Annenberg. 
I can' t wait that long. See me after four o' clock. 
Put aoae pep into this thing. As I sar, I am not 
criticizing Ed or you or Pelile or anrbody else, but 
I am telling fOU bora you have got to move, because 
these boys over there, Crowler and his fellows , are 
trYing to think up ways to criticize JOU. Have you 
got 1 t straight? 

WR. FOLEY: If we go too fast and we go too far , 
then we can get criticized too, because ther can S&f 
thst these fellows are taking action that isn't justified. 

H.M.JR: Who is going to say that? 

WR. FOLEY: Biddle and Crowley. 
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H.M.JR: Well, I would rather have th .. ea7 that 
than tile other. 

MR. O'CO!Ilf&U.: Of oour~e the probl .. that I han 
here now la whether what we think would be juetiflecl 
is going too fast. 

H.M. JR: Well, take another look at it, do it so 
I don't get into hot water. 

MR. O'CONNELL: That ie right, 

H.V.JR: And ooae back and see me after four o•olook. 
Take a new look at it, but clon't think I sent for anybody 
this morning to criticize thea. I am tr7ing to be help­
ful . 

)IR. FOLEY: Thia ia the t111e of letter we get froa 
the 1~ Engineers. 

H.M.JR: We told them not to do business, didn' t 
we? 

)(R, FOLEY: We told them the facts , We said, "Sec­
retary Vorgenthau sends the suggestion that Governaent 
departments and agencies having to do with this take 
action so th~t the matter will not be repeated." 

KR. O' CONNEU.t Then, ){r, Secretary, within a d~T 
or two before that Judge Kack wrote a letter to a 
friend of hie in the Department of Justice complaining 
because we were --

H.M.JR: I know, and he is one of the pasaing fano7 
men Ed spoke of. 

KR. POLEY: Well, don't ever fool yourself about 
John E. Kack, He ie plaTing all the angles here all 
the time . 

H.M.JR: I know John E. Mack. He is ar counsel. 
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KR. POLEY: He ou get niaet7 thouaud dollars a 
year tor this. 

H.lf.JR: All right. I will aee 70u all after four 
o•olook • 

• 
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Well, he ANe4 M w •ta7 att•r U41e CJI'e•nba• 
u4 til• Arrq t•llon ba4 1en. 
Yeab. 

AA4 he ha4 a oouple ot thlna;• he •nte4 to tan 
oYer, 1nola41QI exoe•• profit•. 

Yeab. 
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Be ba• ooae to the oonolu•1on tbat 1t we were to 
repeal 1 t an4 put on a hlp or oorporete rue, 
to ba ~- •• the War Prot1te !ax, eo that t­
hun41'e4 an4 tlrtl \bou .. n4 oorporaUon• rather 
tban thll'teea -ul4 be PA11QI it, 1t the fl' .. •lll'7 
took an att1r.at1Ye po•U1on on the •tter, he 
t•lt Ye'l'f •ve that the ooncre .. an4 the ooUDtr7 
wolll4 un4er•tan4 an4 applau4. 

x ... 
I tol4 hla thet we ha4D 1 t 7et ooae to &111 oon­
oludon about tha •tter, but that 1'4 report 
hl• Y1 .... 

Yeab. 

!ben I .. 14 thet I •• a bit oontu .. 4 b7 the 
1nten1ew 1D whioh he ret•ne4 w the u ount ot 
1100e7 w ba I'A1•e4, an4 he N14 well, it ba4D't 
quote4 Ilia ooneotl7, but tbat 1D •ub•tanoe U 
•• 1'1pt; an4 I eort ot NUed. aD4 N14, "Well, 
I rather ptherecl tbat 70u were putt1ac the tarcet 
up eo tbat wbee JOU pulled. 1t 4own a bU, the bo7• 
woul4 th1Dk JOU 14 aoooapl1abe4 •oaethlna. • 

Yeah. 

AA4 he ea14, 1 W•11, I 4et1n1te17 ha4 that 1n 
a1n4.• 

I .... 

flieD he •nt OD - Ot OOUJ' .. o wbat the7 .... 1Jl 

.... 
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their aindtl on the Rill -e that tin 1e the 
top. 

What'• that! 

Up on the Hill, tbef'Ye prettf well deoided that 
tin 1e the top. 

I eee. 

But be Mid • ..•• 

FiYe 1e the top' 

That ' • right. 

I eee. 

And be ea1d tbh aorning that be thought tba t 
it we oolleoted tiYe or aatbe perbape eix in 
the tieoal fear, we'd be doing •erf well. Well, 
ot oolll'ee, it we oolleot tiYe or eix in the tieoel 
fear, that'• a tax bill wb1ob at an annual rate 
ie eubetantiallf in exo••• ot •••en. 

Ub hub. Well, fOu're going t o tell th1a all to 
Paul, aren't you1 

Ob, I 1 
•• already told h1•. 

Wonderful. 

Yee, eir. 

Thank f Oil eo •uob. 

RigMo. 

Thank fOil. 

Righi. 

.. 
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I 1Ye 10' a .. D t.o. 011' of town. 

Okq. Well, I'll Clbeok wUb fOV leGPetaJ7 to 
eee lf 101111'1 tree &111 OQel' a., 1D tbl WHII. 

!but fOL 

All l'llb'· 
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Fll/.ANCIAL ASSISTANCE TO CHINA 

Pre sent: l>lr. Southard "' 
l.!r. Coe , 
Sir Frederick Phillips • 
Mr. Currie ~ 
J.lr. Viner v 

Mr. Bell v 

Mr . Bernstein J 

l!r . Foley-

January 12, 1942 
11:55 a .m. 

?4 

H.M.JR: Here is the proposition I want to talk to 
you people about . The President and the St ate Depar t­
ment want me to make a loan t o China. I don ' t know 
what the stat us i s of the Export Import Bank; but , Dan, 
if you 1vould make a note to find out just where we 
stand , that is number one . Will you please? 

~{. BELL: You mean stand with respect to credits 
to China and how much they have got left? 

H.!A.JR: Yes . 

!.IR. BELL: We probably have that. 1.Vhi te is the 
representative of the Treasury on the Board, and I 
expect he has that information. 

H.M. JR: '!/ell , let • s get it anyway. 

!.m. BELL : Right . 

H.M.JR: That is number one . Then I got this 
impr ession that what they were worried about was the 
fall of Singapore , but Hornbeck was here and said he 
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was worried about the .fall or- JluUla, or rather the 
balance o.f tlii Ph1llpp1nea. .b.Y1Ia.Y, the7 are worried, 
and I got thia letteP .fl'oa Jlr. Hull. I han aeked T. v. SoODg to ooae in at th1'11. I thought I would '" hill alone and aee 1.f he llight till ad aee 11hat he baa 
1D hh a1n4. I also - 11h11e 70U gentl .. n are heN, I 
will aU: 11hat the Enclbh ue riJUt to do. 'l'hen I 
want to aak Lauoh 1.f he thoultb - r. this something 
that I oan kid the Ohineae along on until these people 
get baok .from Qlungldng. 

Jffi. CURRIE: Yes. At the meeting - two aeetinga 
I have sat in on this thing, one at the State Depart­
ment and one over here, it was the general thougnt 
that we might agree to the prlnoiple of the thing, the 
need tor tinanoial asaistanoe to China, but ot oourse 
there are a&n7 queationa about the amount, the rate of 
exohange, who e!iall do it, what fund, what Congreasional 
authorization there miT be, the possibilitT ot perhaps 
doing it through Lend-Lease. 'nlat is s011ething 1ou 
might explore. 'nlere are JUnT questions like that that 
we real~ have to go into and it takes some time, but 
we are ..vmpathetio and--

H.K.JR: Do 7ou think that is enough? 

Jffi. CURRIE: I think so. 

B.K. JR: Bel'lliei where do I stand on making a lou 
to Qliaa aa to what have aaid to Congreaa? 

MR. BEBBSnlll: I think pretey olear~ 70u would 
have to go up to the Congreaaional o~tteu juat as 
10u did preTlout~ OD the China loan. 

B.K. JR: You do think so? 

MR. CURRIB: 'l'here ill another little oomplication, 
lfr. Seoret&1'7, we diaouaaed at our Meting the other 
dq, and that 1a whethel' we should do thia on our own 
or another one ot these joint !nglo-Amerioan things. 
The <2lineae would •oh prefer to have th1111 separate. 
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B.Jl.JR: So~~eboq tola •• I oan't raember where 
I get theee thlnge boca, tut it '11 the Ebalhh - the ""1 
the7 han treatecl Chiug Iai-ahek that us made h1lll so 
sore. Ther treat h1a llkt he was Shah. o! Perala or 
something like that, or rather the ling o! Albania. 

WR. CURRIE: Some one told me that Nieme,-er began 
to talk in terms o! obligating certain Customs receipts 
!or piiJIIent. 

H.Jl.JR: Waa it rou that told • that? I got it 
somewhere, 

MR. CURRIE: I get a lot ot that all the tiu. 

H.Jl.JR: What I would like to do, !r~, gentle­
men, thle is what I would like to do, and I need rour 
help. I would like to do thie thing in the WBf that we 
could sort ot kind o! teed it out to tham 1! they keep 
!iibting, but I would hate to put three hundred million 
dollare on the line and eq, "Here, bora, that ia roure . • 

IIR. CURRIE: I think it will have to be veey !r~ 
regarded as a subelq, u a nr uasure, and not u a 
loan. 

H.K. JR: Well, the Prealdent u 1111oh u eaid that, 
but also I would llke to keep it and kind o! teed it 
out . Couldn't you work out eomething - u I sq, I 
will han Soong in at three. You 11e, here 11 lllf 
trouble, so that rou know it. ~e President being will­
i ng, I am going to leave here TUesd&f night, I hope, 
!or a week, ao it we are going to do &J11thing in the 
wq ot some kind o! an agreament - I apoke to Soong 
Saturday night at ten o'olook and told hill I had just 
gotten thla thing by hand and I ne interested eo that 
word went onr, and I will "' him thla afternoon. 
low, I aa going to aak h1a - I think it 11 1111ch better, 
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point blan.lc. Now, look, Fox and Laitlaore ue on the 
'ftT back. Can we nit until th17 get here? I .. 
definitel7 interested. We are going to do s01ething. Is that enoughf 

JIR. CURRIE: 'l'he7 can be brought back within two 
or three weeks, I should ea7. · 

H.M.JR: Is it as long as that? Hornbeck ~s 
he can 1 t wait until th17 get back. I hue never see.n 
the state Department - Hornbeck, speaking for them, is 
anxious. I told hila thh morning, "I love to be pushed 
b7 the State Department . It is a unitk experience. • 
He has also forgotten - TOU know, he es tull joint 
credit tor the first loan, He forgets he wrote a 
memor&Ddua to Bull recOJDending we shouldn't do it, 
~he firet twent7-fiTe . . He has a ehort- liTed aemor,r 
like .ll'thar Irock' e idea, 7ou have fot to go beck to nine­
thn' hlmclre.d and two when Jlr. Hull ntroduced a bill 
tor strategic .. teriale to juatit,r Hull's position. 

MR. COl: It would look from what State has said 
and also from some of the messages addre~sed to 70u that 
it the7 got an agreement to negotiate that that would 
aolTe the first--

H.M. JR: Who .said that? I didn't see that . 

MR. COl: Well, in one of tha uuagea which c ... 
throup originall7 tram G&uu, it said tlie first thing--

B.M.JR: Will 7ou dig that out? lh.r don't 70u 
send for it? 

MR. FOLEY: Mr. Secretaey on going to Congress, 
don't 70u think the situation {, different now that we 
are at war? 

H.M.JR: I don't know. We can find out. 

MR. FOI.Br: You said 70u wouldn't m&lce a loan out 
ot the Stabilisation Fund to a countey at war, but the 
coneideration tor that stat111ent waa the entanglement 
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and now th~•• are at war, it a~• me the situa-
tion is Juat aa different as it O&D 

H.JL.Tlh Well, I thilllt the Wu to 4o, 14 1t 
.. are golq to r into thb thJ.q -~pr il '-•· 
He i a alaai..-an o the eo-1 ttle. !he th1Dg to 4o inlala 
be tor JOU to go up md see Wagner and au what he 
thlnb. Tell him we han got a Chinese deal on, aee, 
do I have to come up there . 

UR. FOLEY: All right. 

H.Y. JR: And he could sound out the Comnd ttee. 
That is the easiest w~. 

KR. FOI.Ef: Tu, I thilllt that 1a rigtlt. 

H.JI.JR: fhat is ~ I wanted ne17boc1T in on it. 

KR. CURRIE: There is this other pouibillty you 
migtlt k11p in aind, .Ia. Secretarr, md that is that this 
h atrictq ,., poll tical nr mea~ure. It is not a loan. 

I 
H.ILJR: It is what is kno111u allnr bullets, 

ian't it'l 

KR. aJRRIE: That is right. It might be possible 
to get an .. na..nt on the Lend-Lease appropriation for 
us to take OYer part of the coat of part of the Chlne•e 
~. It would aount to the same thing. 'ftlen thq 
eould issue bonds. here, you see. 

H.K.JR: low, nit a minute, you are going a 
little fast for me, Lauch, I am Just a countrr boy. I 
can't keep up with you. 

YR. CURRIE: We could make quite a case against a 
ccnaittee . 

H.JLJR: Do JOU realize we han got two Canadian• 
employed heret (Laughter) 

IIR. CORRIE: Do you know when you first employed 
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me, I was an alien? 

H.ll.JR: Yea, and I lmOY how 7ou got tilted up. I 
didn't know it then, but I know it now. 

MR. CURRIE: Really? I remeaber Jack's consterna­
tion when he learDtdthat. He rushed me up to Boston to 
take out rq final pa~rs. 

H.K. JR: Viner keeps a lot of bad things from me . 

MR. VINER: That was pretty bad. 

H.K. JR: I will sa, it was. 

IIR. CUR..lUE: I think a fairly conYinoing cue can 
be made before a Congressional committee on the grounds 
that we have been unable to render them a lot of 
material help, the Chinese, in the Lend-Lease progrea, 
partly because of the bombing of the lurma Road and 
partly because of other reasons. This would be a Yerf 
substantial form of help to take over what would amount 
to part of the cost of their &rDf. They are maintain­
ing a huge al'ID1 and it m&7 amount to three hundred 
million dollars, you see, and then that would be 
strictly Lend-Lease and there wouldn't be this loan. 
I t is not a loan. There is not the slightest chance 
of ever being uq rep~ent. 

H.JL JR: I like your idea, and then you can c011e 
to whatever the agreement is on Lend-Lease, the tangible, 
direct, or indirect benefits we would get from it. 

H.K. JR: Would you need an amendment? 

MR. CURRIE: Yes. 

H.Y. JR: I think this is a marvelous idea. 

I.!R. FOLEY: ~ would rou need an amendment, 
Leuch? 

liR. CURRIE: I don't think rou han authoritr to 
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do it under the present loan. 

liR. FOLEY: ~ .. :!? 

80 

MR. ~~IE: It is for the purchase of articles 
or personnel to serTioe those articles. That would 
have several advantages, Mr. Seoretar,r. It would keep 
your loa.ning record a little bit cleaner from the point 
of view of eventual defaults. It would enable us to 
take unilateral action without reference to the British, 
which the Chinese would like . It would put the loan 
on ita proper basis as a war measure, as a question of 
military export, not as a commercial loan. 

H.lo!.JR: I think that ia a good idea. Let me 
ask you this, Lauch. How much do I han to clear with 
the State Department on thief Let me put it another 
way--

MR. CURRIE: Well, at the meeting the other day, 
Harry White took the position as the discussion developed 
that obviously this was a political matter and couldn't 
be treated as a Stabilization loan. Therefore, he 
thought that you would require a letter from the Secre­
tary of State so informing you, that it was to be 
treated on political rather than economic grounds. 

MR. BELL: That is the reason for that letter. 

MR. CURRIE: And that is the letter. 

H.K.JR: But I don't have' to oall up l!r: Berle 
and aay please, do I, as long as I have got Hornbeck 
advising me and keeping him informed? · 

MR. CURRIE: Well, Berle has aosumed the initiative 
in the State Department on this thing. 

H.M.JR: Well, I don't know he exists on this. 

l!R, CURRIE: That ~s a verr difficult matter. 

H.I&. JR: Well, I will work w1 th Hornbeck, that is 
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&11, and see wh&t happens. The reason that - Serle h&s 
got so m&nf trick ideas, if I bring hia in to this thing 
wb&tever we suggest he will want to JDOdity it. Well, 
why don' t I have what's-his-naae in, Phillips? 

Jm, BELL: Yea. 

(Kr. Phillips entered the conference.) 

H.M.JR: The reason I asked you to come over here 
is that the President and Mr . Hull have asked us to take 
up the question of financial assistance to the Chinese 
Government, and I just wondered - we are just getting 
started on it - whether you would care to tell me how 
far you people have gone, how far you expect to go, 
whether you want to do it together or separately. 

MR. PHILLIPS: Well, sir, I did send you a little 
note. I will give it to you in three points. The 
first point, there was a suggestion put out by Sir 
Otto Niemeyer for the Chinese to issue an internal loan 
to be guaranteed by the United States and the United 
Kin~om. The guarantee suggested was forty million 
dollars and ten million pounds. The purpose of the 
loan is to mop up some of this surplus bank notes 
floating around China . That we are definitely in 
favor of. The second point, there were various reforme--

H.ll.JR : And that you are in fnor of? That would 
be done through what &gency? 

MR. PHILLIPS: For discussion. 

H.Y.JR: But mop up, you say, buy up some of their 
currency? 

.I.IR. PHILLIPS: Yes. 

H.ll. JR: Yea. 

MR. PHILLIPS: The second point, there are a whole 
series of reforms, the way banks are controlled, the 

• 
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w_, intereat rates are fixed, and T&rious other detailed 
point., on whloh I thlDk 7'011 will find that the United 
Sta tea Aabauador in l!lmngkhf h in Ml IJ1IP&t~ w1 th; nr­
gutlona that our people out here haTe •de and that 
there la agre•ent to repruent them Jointll' or aeparately 
to the Chlnue Gonruaent, I 111 afraid I don't oar1'7 
all thoae details in 1111 head, but there la a refol'll pro­
gram. Now, the final point h that Chiang Iai-ehek has 
seen the British Ambassador. I assume he has seen also 
the United States Ambasaadqr. He has represented that 
hie position is not too safe. The Chinese public are 
impressed by Japanese advances and so on, and that, 
therefore, he IIIUSt han some pqohologieal support, and 
what be suggests is that--

H.K.JR: Your Aabauador suggests? 

liR. PHIWPS: Not, thle is what Chiang Iai-shek 
asked for fro. our Ambassador. What he suggested was 
we should advance a hundred million pounds, and 70U 
should advance five hundred million U. S. dollars . 

H.U.JR: That is the Generalissimo's suggestion? 

liR. PHIWPS: Yes, which would add up to one 
billion dollars, more or less, which is about what 
Russia got, which I should think is the real precedent 
the7 are teying to follow. 

B.ll.JR: I see . Which Russia got which was promised. 

WR. PHIWJ>S: Through Lend-Lease. 

B.ll.JR: But she hasn't got it. 

liR. PHILLIPS: Well, it was promised to her. Well, 
we don't know much about that suggestion. 

),IR, roRRIE: On the same bad si llr. Seoretaey, 
the Chinese have got six hundred mi lion. 

liR. BELL: 1hrough Lend-Lease, wasn't it? 
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IIR. roRRII: Yea. 1'he7 hann' t got it, but Oil the 
1&1111 baaia. 

H.ll.JR: Six hundred trca ua? 

IIR. CURRIE: 'ftloae are the allocations aet up. 

H.ll.JR: Thq han been prcaiaed? You aee, I am 
going to school on this, because I haven't been in on 
this . 

IIR. PHILLIPS: Well, there ia thia huge demand fro11 
Chiang Iai-ahek for 11one7. Fraq, we don't know what 
he will do with the 11one7. Be has got no serious foreign 
exchange problea left because of course Bongkong and 
Shanghai are out of it and the only Chinese !.porta ia 
stuff that ia coaing up the Burma lload and nearly all 
that ia Lend-Leased, so we don't know what he wants with 
foreign exchange in those quantities, but he has asked 
fCir it. 

H.ll. JR: How fast could 70u act on this fort, 
million dollars, ten million pound thiilg. · 

IIR. PHILLIPS: In principle we could act prett, 
fast . The details would take a lot of working out. 

H.ll.JR: But in principle? 

IIR. PHILLIPS: ·In principle we could get a decision 
pret t7 quick. • 

H.ll.JR: How taat? 

IIR. EIIILLIPS: This week, I should think. I 
suppose we should have to have an act of Parliment, and 
I am not sure how rou would do it. 

H.K.JR: Wel l, Mr. Fole7 is going to go up to see 
the Chairman of mr committee to aee whether I need 
&DTthing or not . . 
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MR. PHILLIPS: But it is just a scheme. It is 
ju~t &n outlined proposal at present. 

H.M. JR: Well, that is within the realms of pos­
sibility, isn't it? 

MR. BELL: That might be worked out as &n amend­
ment to the old agreement to increase the amount. 

MR. PHILLIPS: Of course, you know they have never 
drawn that - what was it, fifty million dolla.rs you 
gave them. They have never even touched it, as far as 
I understand. 

H.W.JR: Is that right, gentlemen? 

MR. BELL: That is right. 

MR. SOUTHARD: They have never asked you to bu;r 
the yuan, Mr. Secretary. 

H.M. JR: So that fifty million is intact? 

MR. SOUTHARD: Yes. 

~. BELL: They are getting close to there--

MR. SOUTHARD: But this is of course not a foreign 
exchange problem and isn't presented as a foreign ex­
ohanfe problem, this present problem that you are now 
cons dering. 

H.Jl. JR: lhich on~ the fort1 million? 

MR. SOUTHARD: No, the whole new r equest, in what­
ever form. 

H.M. JR: But this thing that Sir Frederick is talk­
ing about is a foreign exchange problem. 

MR. S01J'l'IWU): Domestic problem. 

MR. PHILLIPS: .ls I say, the1 are pa1ing for their 
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war bf printing bank notes, end there are too .aDf 
bank notes now. 'ftlia proposition 11, the Ch1Ae1e 
GoTeraaent go to their oitisena end borrow or tate 
trom them a great 111110unt ot thh ourrenq end n 
guarantee that when the time COIIIII the Chinue will 
repa, that in sterling or dollars. 

l!R. BEU.: Up to eight)' llillion dollars? 

MR. PHIWPS: Yes. 

H.K.JR: Well, I got the idea, you aee - I aa hoping 
to get aw11 - ott the record, tomorrow night tor a week. 
7hat ia wbf I aa teying to puah thia thing. 

MR. PHIWPS: Yea. 

H.K.JR: So it we do &I~Tthlng - whatenr is in liT 
mind, I will get in touch with you before I go. 

MR. PHIWPS: Yes. 

H.K.JR: Thank you. 
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HMJr : Bello. 

Operator: Senator Luoae. 

HMJr: I'll take 1 t. 

Operator: Oo ahead. 

ID!Jr : Hello. 

Senator 
Lucaa: Mr. Beoretarr. 

.Ja11aa17 12, 1~1! 86 
12:0) p ••• 

IIXJr : Tal.lt1q. 

L: I eee no rea eon wilT I oan' t 10 &loq W1 Ul Brown 
and eh&ll be glad to eupport b.1a when be' e 11nt 
up here tor oont1raat1on. 

ID!Jr: 

L: 

ID!Jr: 

L : 

HMJr: 

L: 

IIXJr: 

L: 

IDIJr: 

L: 

IIIIJr: 

Well, that'• awtull7 n1oe. Now, a1nd rou, I 
hann' t talked to b.1• ret. 

Well, I underetand. 

And I haven't got the tosg1eet idea whether he'll 
be 1ntereeted. 

Well, I won't ear one word. 

But W1 th JOU 1 t 1 I all r1ShU 

!bat'. r1gbt. 

Don ' t rou tb1nlt 1 t would be goodt 

I tbinlt 1t would be an excellent appo1ntaent, 
I reallr do. 

'fhanlt JOU. 

And rou oen tell b.1a that I ea1d eo, 1t rou want 
to u11 ae at all, and tell h1a that I hope that 
be' ll take 1 t. 

I w1ll 4o that, beoau11 I know that'll han an 
tnnuenoe. 

-
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All right. Thank you eo woh. 

I'll let you know J~~~ ~• eoon ae I know. 

":lee. Okay. 

Thank you very much. 

-

87 
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Frank 
',\alker: 

HMJr: 

W: 

HMJr: 

.,: 
H~Jr : 

lf: 

HMJr: 

W: 

I!MJr: 

\ ' : 

HMJr: 

W: 

HMJr: 

I!MJr: 

W: 

HMJr: 

W: 

H~Jr: 

Hello. 

Hello. 

Frank? 

Hello, Henry. 

How are you? 

All r ight, eir. Bow are you? 

January 12, 1942 
2:00 p.ll. 

I hear you want an aPPointment tor this man on 
the t wenty-tir8t? 

8 8 

Well, I tell you, he'e coming to Hew York, Henry, 
a week trom today. 

Yeah. 

And he wanted to come down here Wednesday or 
Thursday, whichever i8 agreeable to you. 

Well , my troubl e ia, I don't think I'll be here. 

Would you be here t or the dinner on the twenty­
second? 

Oh, yes. That'• right. That's right. 

That's right. 

Wednesday. Well, I • ••.. 

I took it tor granted you'd be here the- when 
ie the dinner , the twenty-second, isn't it? 

I'm not sure. 

I think so. 

Well, i8 he ooming down eepeoially tor this? 

Oh, he's coming on another matter. 

Well, then - I meant it I didn't come- wasn't 
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RMJr: 

11: 

RXJr: 

11: 

. - 89 
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UN OD * '"D'J-HMD41 U woal4D1 t be tOO 
•oil ot a 41eappola••t. 

Well, U woal4 be qal•• a 41uppoln-.nt to bla, 
Moaall be11 YOI'J aulOIII W pa' tbll OYOI'. 

Joab. Well, I - but I baYeD't 4oae UQ' ot that, 
JOII laow, J'JoaU. 

ADJ ot wbaU 

!he ltln4 ot tblac .Ut he waau. 

Well, be waau t o 4o U, and he waate the 1'reaeUJ7 
to 4o 1t, 7011 •••· Oh, JOU .. aa 1011 haYen't-
aboat thoee eure 101DC out, JOU aeaat 

RXJr: Yoab. We baYen't 4Dne .Ut. We'•• 41eoouracl4 
u. 

11: 

HMJr: 

W: 

HMJr: 

W: 

IDIJr: 

W: 

IIXJr: 

11: 

HMJr: 

11: 

HMJr: 

11: 

We haYe Laaour out aow. 

Well, aho 1e Juet 1n New York. 

Uh huh. 

!bat wae eoaeth1nc theJ put oYer. We had notblnc 
to 4o w1th U. It the7 had put 1t up to ae, I'd 
haYe tlll'lll4 1 t aown. 
Yeah. 

W1U be be beN oa the twoatJ- eeooadt 

Yo e. 

Joe. 

Bow about llo•on o'olook on the twentJ-eeoon4t 

nne. 

And tbat 11 - 1111 nue 1e J'Joank •• •• • 

J'Joank ..... ~. Be'e hea4 ot P&...out. Be'• up 
at Zakor 1 • plaoe. 
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IIIIJr: 011. I'NIIt 11'.-. 
VI JNL 

HIIJl'l ot ,._.,_ 

VI leU. 

HMJr: Well, I appnol&Ce JOU' lDhNet, &I al'ftJI. 

W: Well, I'll 10 OYer U wUb b1ll an4 we'll Y1k 
1C OYil', an4 JOQ .ake JOU' OWD 4eole10D thea. 

HIIJr: Be' e Chi bea4 of Par .. ount. 

V: Il&b. h'e 1a obarl• of pro4uoUoa; an4 1D 
a441Uoa co Cb&C, be'• Ule bM4 of all the 
pro4Doera oa tile , ..... , "--''l an4 bN4 ot the 
Pro4Dolrt AIIOOl&Uoa, .JOU DOW, oat tblrt. 

90 

HIIJr: I 11e. W.U., I I'Mllae 111 1 e an liiPOM&DC fellow, 
a114 I 1 4 Uke co 11e bla an4 I' 4 be 41llpte4 lt 
JOU 14 brlDC b1a OYer. 

W: Re MJI be 1ll 1et 10• a blm41'14 aU11oa. 

HMJr: Well, U 11 a U47 11111. 

V: All rl.p,, RIU'J. 

HMJr: fbaak JOU. 

W: Goo4-bJe. 
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HMJr: 

Grace 
'l'ull)' : 

HMJr: 

t: 

HMJr: 

T: 

HMJr: 

!': 

HMJr: 

T: 

HMJr: 

!': 

HMJr: 

T: 

HMJr: 

!': 

HXJr: 

T: 

IDIJr: 

T: 

I!MJr: 

T: 

• • 

Yee. 

Mr. 8eoretar:r. 

Ta1Unc. 

JallU&I'f 12, 1942 
): 31 p.a. 

The Preaident aaid okay on 1eaYi na Wedneada:r. 

Fine. 

And a1eo :rou oan coae in at quarter ot ten in 
the aorning. 

ou :r. 
At tbe bou ee. 

At the. bou••' 

That'• right. 

That' a toaonow' 

Toaorrow morning. 

Toaonow morning. 

At quarter ot ten. 

Wonderful. 

That'• right. 

I'a ua&ed. 

Wbat do :rou aean :rou're aaa&ed' 

Oni'Wbelaad. 

Are :rou ineulting me? (Laughe) 

No, at tbe Preeident. 

Ob, I aea. 

91 
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T: 

RIIJr: 

T: 

IIMJr: 

T: 

RIIJr: 

T: 

IIIIJr: 
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You ne•er auze .. &111 110re. 

Ob, I lee. (La~e) 

Ro, at tbe Prel14ent. 

All r1pt, tine. 

At a quarter ot ten. 

!bat' • right. 

TbaJik JOil. 

All r1C}It, Xr. 8eoretar7. Ooo4-bJe. 

Ooo4-bJe. 

. -. 
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JIDU&J7 12, 1942 
St50 P••• 

FINANCIAL ASSISTANCE '1'0 CBilU 

Preaentt Kr. Fole7 
Kr. Bernstein 
)fr. Coe 
Kr. Viner 
Kr. Bell 

H.K.JR1 Thia ia aa much for the record aa it is 
!or 7ou, without teying to --

(Kr. Viner entered the conference) . 

93 

H.K.JR1 T.V. Soong just left here, and he went 
thro,h a long rigaarole, t rying to work hiluel! up 
into he poeition to juatif7 this loan. He said when 
he tlrat got it, he couldn't preaent it, he hadn't 
been here long anough - I •an, he hed been awa7 !roa 
China too long. Be said he didn't know how to present 
it. So the7110rlted out thie thing of fin hundred 
aillion dollara !roa ua aDd the· aue !ro11 the English, 
and the Gtnerali11iao eaid, tallcing like a general, "' 
can•t tell JOU where I aa go!:f to put w.:t troopa. I 
han got to han -., troopa, then I will tell you 
where I will put thaa." 

Well, I said, "'n the fir at place, if it ia Russia 
lia-a-lia China, JOU ha•e got aore out of Lend-Lease 
than RQaeia, China baa.• He ••r•• "Yea, we have been 
proaieed ah: hundred thirt7 ail ion dollara." 
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I eald, "You haYe got all the etuff rou ..at at 
RaDio Gil, ud JOU ou' t •n 1 t. • He eaid -y,, that 
11 right." I nld, "You han cot the fift7 a11f1on 
dollar tund1 ID4 rou haYen•t u1ea it.• Be •aid, -y,,, 
that ia rifht. It ia hard to explain.• So I eaid, 
._ell, it a the troop• fOU are thinking of, isn't itt• 
He aaid, "Tee.• So I eald, "Bow about if we could pa7 
these troope with silYer dollare, U.s. dollarst Bow 
would the7 like it?" Ria face 11 t i' He sa11, "Now, 
that is aolll!thlng. But the trouble a with the silnr 
dollar, u.s. dollar, it haen•t got a dollar's worth 
of - there are ao.e doubt• in the fellow'• head. A 
dollar bill would be Jult a• gooa. It would be better, 
beoauaa it would be eaaler to tru~port.• Well, I did 
a little - I laid, "WOuld JDU plf thea fiTe dollar• 
a .ontht" "Ob, no, no.• Then be got to thiaklng, 
fifteen dollars in Chinese aODef, and then he got -
he aald, .. ell, .arb• fiYe dollar• won't be too auoh 
a month. Well, of oouree a aillion troopa, that ia 
fiTe aillion dollare a month. So tbe7 haYe got to 
bu7 clothing for thea, the7 haTe got to build our -
what do rou call itt 

KR. BELL: Barraeltst 

B.M.JR: And so forth and eo on. So I said, "Well, 
what I • thillld.ng of, Doctor So~, once a aonth to 
ulte JOU u adTuee for a aonth. • I 1aid it about 

• three tiaes, ao there ia no doubt in hi• aind. I told 
JOU this aol'Jiing I" wae tJ71ng to thinlt of soae wa7 eo 
that 11h1le the b071 tight tbe7 get their aone7, and 
if the7 don't fight, no aone7. He got it. So I said, 
"Thi• it ~et ., idea, peraonall7. I haYen•t ooneulted 
Mr. Hllll, and I hann•t consulted the President. Thh 
is •1 idea.• So I said, -won•t 70u please talk it 
OTsr and send a wire?" And he said be would. 

Then I pulled a boner. I told hia I waa golug to 
Florida. And he said, "Wonderllal. ·l(J wife baa aln11 
wanted to go to Florida, and can't aht and I oa.. dOIID 

• 
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and ddt ,aut• You (Bell) ban aot to keep that boa 
happalli,. Be aald hh oatact .o.ald be with :ou, 10 
JOU can all hla I aa not Will, or I • IJl be4, or I 
caught tha ae11l11 or aaa.thlq. 

IIR. BELLr I will tell hla I don't !mow-... 
JOU ara. 

H.K.JR1 If I told that to ., wife tcllight, ahe 
would 1&7 she wasn't going to go tor ., uke. So JOU 
ha•e got to tell hia that the Secretarr reall7 ien•t 
well, or aoaethlng. 

IIR. BELL: I will aka up ao.e good ator7. 

B.K.JR1 Jow I aa going to aee the Prealdent at a 
quarter of ten to.orrow, and I aa going to aak whether 
lie 11ku thla idea, and I told Soong I would call hia. 
Tell Kra. (lots to be aura and realnd ae when I coae 
baok froa the Preaident to call T.V. Soong (Speaking to 
the reporter). 

Couldn•t, in the abaence of Harrr, 70u (Coe) glYe 
this thing to Doctor Hornbeck, not oYer the phone, but 
tell hia the auggeation I ha•e aade, 70u see. 

IIR. COE: Tea. 

H.K.JR: And pau it along to Jll', Bull and also 
TOU gin it to Lauch CUrrie, will JOUf 

IIR. COI1 All right. 

H.K.JR1 But during rq ab11nce, aD7 co..wrlcation 
with T.V. Soong, I want it through Bell. I want Bell 
to ha•e 1n1 communications with T.v. Soong during rq 
absence, so we keep that straight, you see. Coe is a 
7oung fellow, and he can do a little leg wort. WI will 
let hia let Lauch Currie !mow, and let Doctor Hornbeck 
!mow. low, 70u legal P11 --
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JIR. POLlY a Bow &H JOU ao1J11 to do 1 tf 

I.JI.llt .11, tat 1a J'OV •1'1'7 (lapt .. ). 

JIB. VDIII llq I aq a wol'llt 

B.JI.JRr Should I wor17f 

JIR. VIlfERt lo. 
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MR. BELL: It has got to be done through Lend-Lease. 

IIR. VIlflRt I think that 1a the •olutilltl to the 
P"'bliL I think 1 t 11 all riot. Bat I Hilt to report 
a little ooueraatlca I Jwl 1111. "fla tauoll CUrrie Wa 
.Ol'llillg. I wu tl'fl-a to •rt out ••Wac • tba • ._ 
lia11, but I 1111111ted rla· It 1011 are re~ willlq 
to co a!oac thla R7 u to ub 1t reall7 helpflal to 
thtm, you llan cot two thlqa tlaare. You han c: ~ 
thiq,· the p.,_.t of the aold lera. The otlaer q 
11 tllat the7 ou do a little lilt ot 110ppl, 1IP ot theb 
oa •ne7. Gift thea double thlt UD11Dt, n1teaa ot 
the to lll.lllcm • -th, to ailllca tor tha l.rrq ua 
ten lll.lllcm for 110Ae7 ccmtrol purpo11a onr thero, ao 
the7 cu bu7 1IP their OWD oarrnc7 end bui'D lt. SoOIII 
•1 not ha'll 1een th1t. Otherwl 11, th11 won't ldequahl7 
•et their problea. 

B.JI.llt IAt the IDgliah !inuoe that. 

JIR. VI!fi!Rt Between the two 1 t .., liMit onl7 tu, 
whatner the aoat h, but there h that other probl111. 

B.JI.JRt Well now, I ha"Jot uother idea that I 
want 70U •netll'J experts to t nit about. I wa•n't 
entirel7 on t he IIU'face. Suppoai.ng you t hink a alnute 
in teras of the u.s. dollar aa the currenc7 of the world. 
TIUat that onr. IC!J the7 cu .op up • Jake - thia 11 
I bctta.l111 wll. TD.eJ will print the dl.a thing 
luter. Blat J'Oll gl ve th111 tell 111.111011 dollan ot u.s. 
dollar billa which w 1e11d 111 ov boaber1 which are golq 
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out thtP• , thue fou-tlldae boalle1'1 a4 t1aq tlte 
thla .tuff out with th•. t£ btcl•• to Wlltnte 4n•t 
won•1 into a hopele11 11 tuatloa. tou think th11 ner. 
But bii71JI8 tbe .tuff up &DI1 411ti'01lq l t, the7 wU_1 
print lt Just aa faat a1 7011 fet lt. But JVU puf4rea 
111111 OD a 110nth into· the OOUD 1'7 1 &Dd IIIOthel' tell ld.l• 
lion, &Dd 7011 begin to get eo• aoUd liODI7 into the 
'IIOrld. 

KR. VINER: Yea, but ;rou - in Pol&Dd, ;rou see, the7 
operated on that baaia, and the reeul t waa that --

H.V.JR: What baaiat 

KR. VIJER: 'fh17 uaea dollara inattad of their 
OWD Cllrl'ln07• 

H. \1, JR: When na thatt 

KR. VIlER: Durlq their inflation. 

KR. B!LL: Thq uaed gold otrtltioatu. 

H.M. JR: How did it got 

)IR, VINER: It went Yri'T well, as far as the gold 
certificate• were oonoeraea, but it ju1t worked hell 
wl th their o.a Olll'l'tlllOf. 
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rrom: 

Tre&sury Department 
Oivlsion or Wonetary Rese&rcb 

O&te _Lanu!!'.l: 12 19_1g_ 19 

Secretary Nor6enthau 

v. F' . Coe 

The appended memoranda may be 
hel 1>1\ll to you: 

1. A statement of "pros" and "cons" 
of your proposal. 

2 . Drafts of suggested public announce• 
ment s of the loan by the President 
and yourself , either or both of 
whlch you might wan t to show the 
?r esident, 

; . A draft tele$r&m to Dr . Kung , to 
s tart tho ball rolling . 
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TREASURY DEPARTMENT 99 
INTER OFFICE COMMU N ICATION 

DATE January 12, 1942 

ro Secretary ~!orc;enthau 

FROM v. r . Coe 

.;ubJect: Secretary's l'ro posal l'or Loan to China, 

J. • .ne ,; r oyosal of the Secr etary is tho. t the Unit e d States 
snould assist China in financing her military expend i tures , 
(jlld oorticululy the pay and maintenance of the Chinese 
.ol cler s . 

rdl ilninar;, ex81ll1nat1on indicates mat a losn to China 
~o" t •. e above lines can achieve th e ::ajor oojecti ves which 
- oula to tt.e ,oals of this o'Overnment in r elation to the pre­
!ent loan . I t wou ld be desirable, if tne ?resident agrees , to 
,,;11 tne •eneralissimo that the Secretary is ready to cll.scuss 
LIU ~ro.,osal , amon,; others , and to make a public announcement 
t...at ne otlations have begun . 

However , t here are a number of d ifferent ways in which 
,;. e .. ocretary ' s proposal m1.)1t b e c orried ou t , and e ach of them 
nueds to b e explored, 

I n vlew of the fac t that a _p od deal of inf or mation essen­
Lid 1or a decision is lac.<ing , ano. thll t each ot' the possible 
v.a: s ror CU'l"}'in.; out t .t':e ~ecrete.ry •s proposal has i ts strong 
Wld lts weak points, it would seem desir abl e that the announce­
~•r.L snould be .)ener al , and not be coru ined to a specific 
,ro?osal. 

!! . Some ol' t he possi'::ll e way s whereby th e United States could 
11nance Chinese military expend1 tures are ttle follov.i.ne: 

l . Shi nment of United States • currency to China and 
its" i ssuance there as pay for solciiers and ot he r 
military expenditures . 

2 . Shipmont of United States • currency to l;hina and its 
issuance th ere for the purchase o!' rice and other 
products for dl.s tr1bu t i on to ond use by the army. 

' 
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Di vision of Monetary 

Re eearch 

' . Giving China dollar acooun ta in the United 
States , against which she could issue bonds, 
the fapi proceeds of which could be used for 
military expenditures. 

4. Giving China earmark ed gold, against which 
bonds could be issued as above. 

I n order to evaluate these and other proposals, we 
ought to know more than we do as to how the Chinese Govern­
ment is now paying its soldiers. 

Our present int'ormation is only that some yuan pay­
ments are made and some rice payments are made , and that 
there is considerable variati on in the amount and method 
of payment. Particularly with regard to the proposal to 
distribute United States currency in China, either for pay 
or i'or supplies, it is necessary to obtain more information 
as to how the people llld the Government would r e act to this 
procedure . 

III . A preliminary listing of the pros and cons of the moat 
novel of these proposals , (proposal number 1 above) 
18 given below. 

I V. Advantages of using United States• currency to pay 
soldiers and to meet other mili t ary expend! tured 1n 
China. 

l. 

2 . 

This proposal is 1n accordance With the political 
aim of the loan -- to assist Chinese military 
effort. 

This kind of loan would meet the political necess­
ity of making a large and spectacular loan. By 
relating the size of the loan to the size of 
Chinese military expenditures, this proposal 
helps to settle the question of how large the 
loan should be. 

The Secretary's objective of paying out the money 
1n instal lments, whil e fight.ing was going on, 
would be achieved. 
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,his ~oan sho~ld secure the oOOd- will t oward 
tne United States of tho soldiers , ord inary 
~eople and the Government . ~his would b e 
particularly true , if the amount paid out t o 
the army meant that t he effective purcha sing 
power of th e a ver a,:,e soldier was increa sed . 

!'his proposal is in tne direction of attemot­
in:! to make the u.s . dollar currency into an 
international money. 

101 

o . In so far as the solaiers and suppl iers of 
military _oo~s ~oula accept u.s . dol lars , t he 
li_:rtt a ainst inflat.ion Y.oul d be helped, since 
tne ~eed to issue more Chinese currency for 
these purposes woul d be eliminated. 

1· ~ecause tne dollars ~oula be hoardea by so~e 
people, the tendenc> t o hoarcl .;ooo.s would pro­
bably be diminished. !lot only because of t he 
int l ntion , out also because Chinese traaers and 
merchan ts have had consiaerable experience with 
various currenci es , it woulcl be more f easi ble 
in China than elsdwnere to lm:roduc e a 1oreign 
currency into the monetary s ystem . 

c . It would be oossiole to meet these payments 
f r om .t.end- .Lease , 1i thiS trJe thod is tho~:.:;h t 
prefer able to use of t he Stabilization ~d 
or to an aut.hori~ation f r om Con_ress to l end 
to ~h~na . 

,. n=ber of the above aavan ta es couL: also be acl.ieved 
t~ tr.e is~uance of bonds, ~~~~ able , •. nt.n c4ue, ln \. . v . nol lars • 
• ~e use 01 - . 5 . currency co pay tor rice co oe dis tributed 
:c c .• ., troops v.ould a1 so snar e 1 n some of tne above advs.n-
t& es. .1· J. t oro ves to be t r ue that the emoun e of yuan now 
p£.1d to the troops is not lar~e , and if it ls douc tt'ul that 
:...c troops woula a ccep t; pa3 in u . ~ . currency, the pro posa l 
to '>uy rice and other sup>l ies wltc. L.~ . currency may be 
more \!a&1ole tnen pro posal II 1 . 

' 
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Reaaareh 

v. Diaad•antagea of the propoaal. 

l. 

2 . 

~ . 

Chillese aold1era and ordi.nary people might 
be unwilling to accept United Sta t es• dollars, 
becauae all their purchaaea are made in yuan1 becauae of the novelty of the currency; and 
because the denom1llat1ona which could be 
eventually Shipped, would be too large for 
their purpoaea. Accordingly, the government 
would have to provide yuan equivalent and 
there would be no dimillution in the amount 
of Chillese dollars prillted. 

The United Statea 1 dollars which were issued 
would be hoarded and speculated ill only by 
the weal thy. 'lhere would be t housands of 
black markets with ratea different from the 
official one. 

'lhe Chillese people might interpret the issuance 
of the new currency to mean that the yu.an were 
to be recall ed, or abandoned. Therefore, the 
confidence in the Chinese currency migbt be 
still further undermined. The Japanese , along 
with the Chinese speculators, would want to 
obtaill United States • dollare for the plenti­
ful stocks of fapi which they held. Their 
throwing of these fa'pi on the market would 
further decrease the value of Chinese currency . 

'lhe difficulties of aate transport would be 
large. $10 million worth or $1. United States• 
notes weigh over ten and a halt tone , or, just 
about what the aame value of gold would weigh. 
$10 mi.llion worth of $5. notea wei gh over two 
tone. Shipment of thia amount of amall no t ea 
by air would, therefore , be a considerable 
under taking, at a time when much precious cargo 
must be flown. The transport of this precious 
cargo over the Burma Road would require a good 
deal of armed protection. Both governments 
woul d use up a good deal of energy and adminis­
trative ability on thie problem of a aate trans­
port. (The transport difficul t ies could, of 
course, be greatly reduced if the Uni t ed States• 
currency were used to purchase supplies, and not 
for the pay or aold1era . ) 
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Payment of Unit ed States • dol l ars to the 
troops might increase corrupt ion 1n the 
army. There might be , in aadition to 
the incentive to profiteer on tb e soldiers , 
a large number of spurious supply contr acts . 

Di ssatisfaction of the soldiers wit" ~"~ l'ste 
of purchasing pov:er of their pay mi.:;ht be 
deflected from the Chinese to the United 
States• Government, 

• 

Speculators, exchan _e t raders and sharpsters 
of all sorts, would prey upon the poor per­
sons wh o r eceive the United States • dollars , 
and would deprive them or the benefits ·Rhich 
the dollar payments are intonded to s ecure . 

Tne (.ener a11ss1mo and many other Chinese 
ciJQt regard thi s proposal as a metaod of 
making China dependent upon t he united States 
through depr iving her of a separate monetary 
system. 
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JJei&h\ of W.i&h\ ot 
Dencw1•t.ioa ts,ooo,ooo $10,000 ,000 

fl. l0,62S J.b8, 21,250 lbe. 

5 2,12S 4,250 

10 1,062i 2, 12S 

20 s~ 1,062t 

The al:>on 1.8 for ,.. CUl'NJIOT aa abippecl b)- tbe Treaa111'7 
to tile :r.cleral a.aene B&Dka, llotea are all ebipped 1A peck­
ape of 41000. Bacb peclrage wi(llw approxi.ute]¥ af l.b8. 
Tar,1.Dg ao...mat boa peclrage to packap, Tboo •ilht iAolwS.a 
tb8 paper wrappioc eaoh packap &Jill eteel band.iJI&. Tboo 
curre1107 paper alone, unpril:lted, nic~ 8.0S4l lbe. per 
4,000 DOtee . 

• 
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President Rooaeftlt am>OilZlced tod.l;;r the 11D1ted statea etood r...t;r to 

uliat Cb1n& bT fiMDd.Dg her 111llw, ;.&peoditur .. , 1nclw:11ng the pq 

ot the Chinese eoldl.ara. At the requeet of Oeneral Chiang ltai-shek, 

be,.. aoldns the S.creterJ of t.be TrlaaVJ to opom financial n.gotiati..,. 

with tba GoT....,.,t of Odna to tbia """'• 

The President eaid that this atep ne an e:raple ot the spl.ri t which 

anialted tbe UDited llatione Declaration and of the t1nl intention or the 

pledpd nationa to cooperate in all ~ poecibla to ae.bine their -

objeotl.Ya . The Prelll.dent pointed out that the Cbineee haft been fisl>ting 

tor !011r and a half ,.&raJ that the,- were continuing to tipt, and that 

just the other d.l;;r a t Cban~ha, thq had won a br1lllant 'ficto17 owr 

tba Jap~Mee &l'IIY. Not CllllJ' n re there ad.lllona ot Chine a• aoldl.era fisl>t.­

ing the c._on ·~• but vir~ the 'lbole population.,... relliatinc 

tbe ill'f&dar. 

Tho Pree1dent eaid that tha11 huge ed.l1t&J'7 operat1ona called !or 

t-ens~ expelld1tur .. by the Qo'fem.ent of China and the ef:tort of •at1nc 

tbaaa bup expenditure• had ••~ strained the financial and aconoll1c 

eystea of China. The President expr .. aed ccraplete •sr••ent w1 th the 

atatcent made by the oaneraU .. 1ao in a note to tbe Prelll.dent that 1 t na 

oaaeot i al to tbe co..on war effort that the econc.;r of Cbina eboulcl be 

lll4de u atrong aa poeei ble. The Pr .. 1dent pledged that the UD1 ted State• 

GoYVJlMDt would render nerr poalll.ble aea1atance to help feed and clothe 

the bra•• aoldl.era and people of C111J>a and do all poslll.bla to etrenctJ­

Cbina' • financial and 11011et&r7 ""'*• 
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s.cret&l7 ·Jiorpn\.h&u eDDOIIIIcecl tl:lat at t1:1a ~dent'• requat,.. btl 

- open1n& oe&<>t:l.ati .... with the QWleM Gof8iWt for edditieal. .tl.Jie­

cial aulatclce. !be Secnt-81'7 M14 tl:lat t.be purpoee of tbia unri&Dce 

,.. to balp Cb1D& in ••tine ita co- ..r ~Ddl.t~r .. &Jill to keep 

itt !11!)1t1ng eoldl.ere palcl and feel &Del clotbecl. 

Secretary llorgentbau ealcl that eftn before De -..bar 7, tbie gonrn­

aent hlld, tbrougll the Stabilisation Foncl and the ll:l:port-Iaport Bank, rc­

derecllapcrtant tlnmcbl cl.cl to Ql1na. 1he SecnterT ecl.cl that cleapl.ta 

tbe Met dl.tt1Cillt cir.-tancM UDder wld.cb the ClzlDMe ClaY8iwt W 

bad to o~rata, it W acrupalo~ liftcl up to t.be teru of all ot ita 

ft!llllcial ·e-ta. 

Secretary llarpnt.bau atatecl that t.be coat of the war to Cb11l& wu 

ertr.e~ large in ral&tlon to the tin&Dcbl reeoarcee of the COUDt.z'7 • 

lie~••, the O..ral1acl.ao, the Go....-ment, a.ncl the people bacl not 

beel tatecl to throw ne:f7th1nc tbet tbq pos ... eecl into the •truuleo Tile 

Secret1r7 ecl.cl thet he wu nre that the attitwle of the 'tlbole AMricen 

people 11&11 etatecl b)' the Preeiclent ancl that CNl' people would 11&11t to halp 

the Cblneea people in the t1nanc1.D& ot tbie war. 

Tbe Secretuy ecl.cl thet he wu pertlcul&r~ intereetecl in exploring 

'lll1a 'llherebJ the 11D1tecl Stat.. COIIl4 halp in PIIJin& &Del llcl.nta1.D1llc t.be 

an... &ra:l•. !be Cld..MM tinmcd.al probla, the S.cnterT atatecl, 1e 

a problaa of PIIJ'inc fOT &II a:m:r of lellliODe of Mn. In the effort to ...to 

thle a1 W..tion, the tlnanoial reeourcee ot the IO'fU'IIIlent ancl the people 

ha'" bean clraineclo Prlcee ban riec ancl are riein& TarT rapl.cll;ro Tbe 
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ut.ernal fiA&IIcial· ud eCCIIIZc ait•ts.oa 1.a a.n.ou. '!lle 5ecntu7 

aaid tba~ be na oollY1JICeC1 tb&~ it wu -t1al t.o t.be aw.- -.r 

effort tbat. CbiDa abould be ulliatecl. 1n Met1D1 iDIH 11Jwlc1al bedea. 

e~d :1.11 11&1Dte:l.n1DI AD ett1c1e~ ecoa~• 

Tbe S.or•t.err mm»UDCecl. tbat. be wu reoel.liDC Kr. 1. L roac, tb& 

.&JieZ'icAD .-ber ot tbe QI:Uleae St.abUisatloa Board, tor eci.Uce ud 

porticipatloa 1D t.ba di.acroallioaa CODCC"Di.Dc t1n&Dc1al ulliat.AIIce t.o 

Qd.Da. 
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TO PIIWI)B IIINIS1'liR JroliO 

1.08 

In anner to your ;;:saage, dated January 9th, tranellli tted tm·~ 

llr· Fox, I am bapw to inf'ora :rou that the President baa aaked • to begin 

negotiations W1 th tba Chinaae Govern.nt relati~~& to tinanoioJ. assiatance . 

Tho President auggeeta that we explore all tba poaeibilitiea whereey thia 

GoYel'lD6nt could reduce the financial burdana on Cbina ot ber war expendi-

tares, includi.n& tboae ot pa;r1.Dg the bran Chinue aol.diera. Tba President 

io aaJdn& public th1a deciaion. 

I aa ann ot tbe .tl nancl aJ ditficultiee :rou be« bed and reeo¢se 

the force of your atateMDta that your aol.diera and paopla ... t be fad and 

clothed, that your finanoial and econolllic a;rete11 ~~~Wt be atrength.oned, and 

that the unitad Nations IIIWit belp each other to 11111et the econolllic triala 

or war, The people ot tbe United Statea and. tbeir Gover~ !maW that your 

people hu fougbt thia war loll& and well. We Will gladly cooperate to help 

you to liOot :rour econolllic problema. 

I ebell welco• all propoaala tr<a you aa to tba wa,ye by wbich the 

United Statu can help finance your 111111tar;r axpendit.ireo or atrengtban 

your 1110netary and t1nancial a;ratea. 

lie feel tbat the political and 111111tar;y purpose of tbe loan :rou pro­

posed would be beat eehi..-ed tbrough an &rr&ll&lliOIIt bT which the unl. ted 

Statae could balp finance your current 111111 tary axpenditurea. Tbia idea, 

howeYer, will require detailed consideration, and I lhall be glad to 

receive your ideaa on the eubject . We ••~ oead inf'ormation aa to 

Regraded Unclassified



• 

109 

-2-

tbe c11ft•nnt np 111 1lll1ch ;you Mite tbeM 111llt&17 upeDditv .. , 111cl.Dd1Dc 

pq to tM 10ld.iera. 

I .,. hopetlll tbat tile mgot1at1oaa oan be oarrUd forward raii1<UT. 

•• ba.,. WorMCI tile Bri.tiah GoYer!IMIIt ot thia repl;r to ;your ....... 
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TO 

1ROW 

TREASURY DEPARTMENT 
1.1.0 

./ 

INTK!t OF"I'ICK CONMUNICATlON 

DAn Januarr 12 , 1942 

Secretary Morgenthau 

V . 1'. C:vd 

Following your instructions , I called on Mr, Hornbeck 
and Mr. Currie and gave them the outline of the tentative 
proposal you had been canvassing with Mr . T. v. Soong, 
namely , that an arrang ement be worked out wh ereby a certain 
sum of money be advanced monthly to China for pay of the 
soldi ers and possibly for other military e xpensee , and that 
tbis money migh t actually be paid out to the soldiers in 
tbe form ot U. S . currency. I al.so told them that you 
were inviting them to a conrerenoe in your of!'ice tomorrow 
morning at 9 :15 a,m, 

llr . Hornbeck sent his thanks for the 1nrormation and 
for tbe i nvitation. He said that h e would pass the 1nror­
mat1on al.ong to Secretarr Hull and Mr . Serle and that he 
would be present tomorrow morning . (Mr . Hornbeck seemed 
to think that since the information concerned •operations", 
it should h ave been communicated to ei t her Mr . Serle or 
Mr . Li veaey, ina tead of himself . He a a id he woul d talk 
to you about this, In View of this , you may want to con-
sider inviting Mr . Serle to your conference , ) 

Mr . Currie thanked you !'or the informati on and said 
that he wou ld be present in the morning . 

-

Regraded Unclassified



111 
1942 

.•• 81 •ut by saying that I wished I were as little concerned about 

• > •1 .!: ina's economic problems as about the possibility of a loan, 

•""'.:h ten !le oo rnered with, "'IIlla t are some of these problems?" Con­

t?.; •• ble jjscussion was had of defla t ion during which I pointed out 

•·: ·- rtcomings a nd used the illustrat ion of a powerfUl boiler used 

.:,_;~~te st eam and power which could not possi bly tuncti on 1t f oolish 

t: n~m wa$ exercised in saving coal - t hat , having started out as on 

:;i,.!r 1 na ted waste and inefficiency, and therefore steps must be 

:··~e~ .0 \eep tnl!•" rlown. However, all expenditures are warranted 

;~leh inc rease an indiv idual's e nd e nation's income end pro<1uct1ve 

::,,el· y . r.e pointed out the t it seemed that the American and Brit-

15; •••no:ds t s take di !ter ent vi ewe on these 1!8t ters, to wh ich I 

r;li<~ t1.a t there were two schools of thou~t, but that the more 

.'1ern was tha t deflation was unwise end that no economist interested 

,_ •lDJ •s tuture could possi bly advise it to economize in improving 

·;·. i'rohctive facilities , especially those wh ich are already in 

'xutence . The Gene r alissimo heartily agr eed, 

0 :n•~ oalJ M would like to have me point out t o ;,ecretary ! orgeo ­

·nau t:"o r easons ! or the loan: Tret the loan was not only a political 

: .n w:.ieh migh t re"'ire careful planning and 1ntilll8te det ails , but 

ns 1n nature a war loan and as Sl ch it was di f !icul t to give too great 

d~ · si ls, for it is the essence of military strategy that an army had 

oe well enough equipped and prepare d to be able to meet the enemy ' s 

,e ~• ·. ons anJ, therefore , be flexible enoUBh to do so . 

·,.! two ro ints tha t Generalissimo wanted me to stress were: 

111 ':'nat I.me rica end China had t o he ve and show mutual ~onri­

dence in each other - Ch ine in America's s1ncer1t.v and 

interest to give help and to do all those thinrs neoessa r,v 

to will th e war; nmerica - tha t Ch ill& is sincerely interest­

ed in t he at cce~stul tennination of the wa r and to do al l 

those things tha t are necessary to accomplish that end with 

~ny assistance that nmcrica would r ender. 

~~~ :!'he lien ara l1s s1mo was very anxious for me to make it clea r 

tn ~ecretary l.orgentllau and the ~ resident the psychology 

of the peorle in Ch ina - that they have .,one tnroueh four 

and " half yea rs ot war and have become rather c ritical 

oi t.'e insistenc e of the 3ri tish t o demonstrate beyond 

the ~ue stion or a doubt the oecessi ty and the use of e 

l oon enll tile 3rit.Lsh hesitan cy to gi ve Gh ioa as much or 

n loan a s she requires in her do ily military expenliitures; 

t r.b t it is almost beginning to loo'c to them t.>!at Great 

'ri tsin d oes not want to help and it is f o r thet reeson 

t :.a t the l.:ene r a lissimo has det ennined r ec ently to separate 

t .. e loans, t l:e american and t he Sri t i sh, an d now woulo very 

c:acb prater to tree t them separately . :!e was imoedia tely 

interested in the J.me ri can l oan and would talce up the 

3ri tish loan later. The Genera lissimo gave his assurance 

t.'let he 100uld mke t he best use of tne 1\lods it a loan 

were author i zed and t ha t ;,mericM advisors wou l d be closely 

consulted in t ne best use f or such f unis. 

•·e "neralissimo also pointed."o~t: thet" i.i. ;..ould help ~e soldier s 

t • .• e front if t ney knew tha t a loan had been mede 1arpe e nough 

• '"'"re t ne !inane ial structure of China. ile said he coul<1 assure 

.a tr .• t 1n th is connection the loan would be used w1 sel y. !!e str essed 
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the point tha t be wae not Juat ta llrtina ae t he General1aa1ao but aa the 
voice ot t he pe ople of China. 

I indicat ed to the Gen eralissimo the t I waa poai t1Te of the ap 1ri t a nd 
attitude ot the leaders ot the United St atee, even t h ou@P I ee";:ld not 
co=.mit them, and the t they would take a broad view a a to the pol! tioal 
necessity ot a loao to ChillS; the t if it were neoeeeary to create a 
new epiri t in Ame rio a toward China , the · taelt we were now undertaltina 
would be i mpoe sl ble , but ltnow1na the aymj;ll thet1o attitude existing in 
America , eepeoi sll,y amOII6 adm1n1at ration lead ere , our task was con­
siderably aimplifie d. 

. . ' ... .......... . 
The Generalissimo turn e d to me and said , " I suppose Lat t imore t ol d 

1cu th8 t wben t he war br oke out on December 8tb we were on t he 
threahhold ot r eclllcing our army from 5 , 300 , 000 t o 2 , 800 ,000 aa tha t 
'"" the only real wa,y i n which we could out the budg et and economize • . 
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-·=- t •o .. etrceyer' s .. ctivi t ies In China 

Februgry 18 , 1~ 4 2 

11 3 

• .rt ef ~tate,-, ent on t he ac t i vities of -> i r <-t t o :"< iemey er in 

:- . 1nrortaot pur s> its may be bri e ny sumoa rized o s f oll ows : 

1:.--'-...;...--'1'--'~'-'1'-=n . :!cr. some :1 me befor e he and -er l e Coch r e ne r eached 

. , • .• o ~CII4J•al ers Ct> rried many s t ories of t he ir~pending s rrivol of o 

... t·l ·.r. -~onomic • .! tssion and of th e conferen~es which it was t o h old 

r , ~,· . ..ub ~equent ly al l of t he sessions but one were de voted t o con. 

r ' 1, r·e·1isi on of the U. :; , Freezi ng r e•'ll lations 'lli t h t ho de ve l op 

: n ne,, c::. ·•er beyond those sueee~t1ons •:.hich had al r eady been •omr:un-

•• 1 ,;tJn , ,.h.,se so- called ec onomic .ll sNssions cause:! con::11er-

: ll ' b-en.; t :ae Chinese because ev6n before pr oceeaing t o Chunelci ll,i 

e;· .elJ In til e 3 r 1 tish Colony of i!o~>.tone without sny Chi nese 

.. . ..J . • r. . 

Jctl. ' .vr .• r•: uvemflfl t . ~oon a1'ter r eoc ra l ne r;hun .. ~ing , :li r 0t•o t ook on 

. . .r · in the budl'e t delibe ra t ions v.hich we r e then goine on , 

•t on ~ i orl· t 10l'l:ll' ,\' mov ement . This hl:I CI a bud eff ec t and tended 

: hco~ir,J: o r ea~•ntials a nd va rious new i ndus tr ial devel opments . 

nn d set in 

to reta rd \ 

-'•" · .nen tne interes t io a f or ei gn l oan became appe r ent in Chune'king , 

1-"tiyer with t he support of t !.e ~rltish .. mbassador t ook ~n active 

,r• iO•Ine a Jri tish Loeo . They offer ed to the :· t nister of Fi nance 

- J•" r 1 ~ •illlon pounds, 9.1ege tiog tha t cu. toms r eceipts be pledped os 

... · ;r,l. /hen t hey c ould n ot rrake heodwa y wi t h .>r . Kune they approa ched 

··• .. c: r!Jt n .,mba ssodor a nd ru ggested tha t s inc e t he loan was in t !'le nature 

!'" ,al!tioal loan thn t he should Join t hem in go ing di r ectly t o the Gener. 

11 •-lmo . ~h ie ,,mbas s odor Jauss r efused t o do . :;ir Otto ' s a t t itude with the 

"'n1 r•l12s imo likewise was such as to antagonize and raise r esentment aga ins t 

oloniu l attitude" -.hich was being exhibited. 

'Uili up ... t r vt t o i n ~hun£'.<illg, the Sr i tis h community headed by t h e 

c ~ rried on o COOJ:8 i go of villU' icotlon seai ns t t he _;meri c& n 

-:~t!l •• ~t ' i on 'loe r d . 
-- t •tlons were t r ue 

- - on i !~;rove tl. om: . ' 

'!'he l a t er took no s t eps t o counterac t this t or 
deni~ls woulJ do no t'Ood , and , i f unt rue , t i me 
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TO 

TREASURY D EPARTMENT 

INTER OF1'1CI! COio!MU NICAT10N 

Secretary Morgenthau 

v. F. Coe 

1111 

DATE January 12 1 1942 

subject: Telegram (No . 30, January 9) from Fox on China loan . 

The telegram indicates that for psychological end 
political reasons: 

(1) There should be an early announcement of the loan. 

(2) The loan Should be "larg e." 

(3) Although formal controls or conditions are desir­
able 1n order to make sure t hat tr.e loan is used to 
strengthen China, it may be wise to postpone this 
matter until later in the negotiations. 

Mr. Fox asks whether if it is not feasible to tie the 

• 

• 

Stabilization Board in w1 th the loa.n , it voould be possi b l e ' 
to provide some American "representation" in order to assure 
effective use of the money. 

From the discussions with Messrs . Berle and Currie , 
it would seem that there is rough agr eement with Mr. Fox 
on the ab ove points . 
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:til .• : Aluerican ::lnba$$y, GIIUD8kin~ , China 

AT:;: Jan~r.Y 9, 1942, 3 u.=. 

~he following i t t el e;;ram TF-14 froo Fox for tr.e 

Secre tary of the Tr eaourj' . QJJOTE , I oubmit tho follow­

ln.; ~o=ent relati~>;; to toles r&ll TF-13· Duri:~J the pa.t 

fow do¥• what had been an attitude of dttpair here haa 

chans od to an attitude of !hm 1no1otonce on financial 

a ld. I doubt the pcsai bi l i ty of impoolng any formal 

reotrictiono noY., althou;;:h to aoourc t hat Chi na and the 

Chlneae peopl e get the l:l&xiJnum benefit , aollle fO I!D Of 

con trol ll'ould be highly doeirabl e. It 11 r:J:1 belief 

thtt If a large l oan could be announced at an ear l? dat e, 

thlo ~ould produce desired psj'eholo&ical effect and a 

be tter ooportunl ty to obt ain some Informal safeGU£rdc 

In case 1t pro• •• impooslblo to eotabl1sh any controls . 

In case it Is not feasible to tlo the Stab l l i:at i on Soard 

in with the loan , would it be posoible to provldo -~eric~ 

r opre a<nt a tion not for the nurPOse of ~rotectin ~ the 

Un ited Stl\te• but with a v l eu t o n:al::in,; certain th.L.' t he 

funds would be uaed i n tho W&¥ which would Eoot effectivel y 

t trencthen Chi na ' s econoolc and f1nanc 1ol atructure7 

115 
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Cptra tor: 

!ll4Jr: 

Go ahead. 

Hello. 

January 12, 19~2 
~: 01 p ••• 

11€ 

Nel son 
Rockefeller: Hello , Mr. Morgenthau. 

f{)(Jr: 

R: 

H)(Jr: 

R: 

HMJr: 

R: 

!!MJr: 

R: 

H!(Jr : 

R: 

HMJr: 

R: 

Who is th18? 

Nelson Rockefeller. 

Hello. 

How are you, sir? 

Nelson, this i a - I'm okay. In answer to your 
l etter - I've been trying to answer it, where 
you - I think somebody wrote it and you signed 
it - where you want to know everythi ng that 
we're doing with the Stabilization Fund in 
South America. 

Well, that's putting i t pretty broadly; but 
that's what we want to know - the agr eements 
that you had already made, the terms ot those 
agreements ... •• 

'llell, a l i ttle knowledge 18 a dangerous thing. 

Well, I agree with you on that, and I hesitated 
to •...• 

It you just want t o know what the agreements 
are, we'll let you know wbat the agreements 
are. 

Yeah. 

But it you want to know the operations, t hat's 
something ~lee. It you want a copy ot the 
agreements , we'll give you those. 

Oh, you will? Well, now that would be very 
much appreciated; and what I would like would 
be t o have one person he r e who could have a 
relationshi p with somebody- Harry or somebody 

• 

' 
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el .. - ot auoh a na~ure \bat we oan explain 
the pJ'Obleaa we ha'fe in o~er arNe eo \bat 
we oan talk tranll:l7 to \bat per eon and· M7, 
•JCov, it we 41d th1e, how would \ba~ atteo~ 
Jour aotiYitiee.• Beoauee we 4on't want to 
be th1Dkina in eoonoaio warfare or in -e 
o~er areal ot plana that ai1ht run at oroaa 
purpu••• with What 70u 1re 4o1na. 

HliJr: Wall, Barr7' 1 ava7. l'ranll: Ooe' e here. 

R: 

RHJr: 

R: 

IIMJJ' I 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

HMJr: 

R: 

HMJr : 

R: 

l'ranll: Crowe. 

Co e. 

Ooe. 

0-o-e. 

Ot oourae, I know bla, JOU bet. 

8o I'll tell b1a to turn1eh JOUr people vi~ 
oople • ot &DJ asreeaen u \bat we '•e aade -
OJ' a lua&al'J Of ~ea, JOU leet 

R1cht. 

A luaaal'J ot vb4t ve'Ye done in South Aaer1oa. 
And than 1t 7ou people think JOU 're go1na to do 
eoaeth1na to hurt the OUJ'l'IDOJ in thoee oountr111, 
vbJ let ue know; or, 1t JOU th1nll: •• ought to help 
thea aore, let ue know. 

All 1'1pt. Well, that'll - ve 1d lUI to ha'fl 1t 
eo •• oould talk tl'anll:lJ. 

Who v111 JOUI' aan bet 

Well, I'd like to ha'fe Mr. N1tze. 

111tzet 

Paul ll~r.e. 

Yeah. Paul . 

Yeah. Be oaaa 4own t11'1t wi ~ J1a rorr11tal, 
a partner ot Dillon, Reed •••.• 
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RMJr : 

R: 

RMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

I!MJr : 

R: 

HMJr: 

R: 

HMJr: 

R: 

I!KJr: 

R: 

HKJr : 

R: 

HKJr: 

R: 

I!KJr: 

- J -

Do you know whether he'a a Ma&1 or nott 

Well, I oan guarantee you on that. 

You euret 

Yeah. 

You'd better make aura. 

(Laughs) 

I've heard about him. 

Okay. 

But - vall, I want to aalr. 110re about hia. 

1'1ne. 

11.8 

Aa I'• talking here, eomebod)''e raised hie eye­
breve in the rooa. 

Swell. Well, I'd like to - vall, ae a .. tter ot 
tact I'd like to talk to you about the whole 
thing sometime youreelt. 

Okay. 

It I might, becauee I'd like to tell you a little 
about what we're doing. 

Well, vb7 don't you do thatt 

lla1 I do tha tt 

Sure. 

Well, I want to give your- eay, hcv about lunch 
on Friday ot thia veekt 

Well , I hope to be away. I'd love to do it, but 
I hope to get away tor tvo or three daye. 

You dot Well, then I'• going to oall you, Mr. 
Secretary, tor a day next week. 

Fine. 
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R: 

fi)(Jr: 

R: 

HMJr : 

R: 

IIIIJr: 

R: 

- .. - 1.1.9 

AD4 10 ower a UUle 'bU ... , we 1 '1'e - -e of 
U.. .,...e we'" wol'klq 1a w1 Sh IU.lo Pel'klae 
aow oa Sha' .Jo1U. looaoa1o Vartue lloezo4. 

Well, 1D She ~U•e, 1t JOII waD' &DJShlDC, 
J'nllk Ooe WOD ' 11'1'e 7011 &DJWDC .Ol'e ShaD 
JOU1l'e ea,1tle4 \o. 

OkaJ. 

All l'llb'· 

!ballke 'l'el'J auoh, Ill'. S.ore~l'J. 

!baJ1k JOU. 

Ooo4- 'bJe. 
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All an 
Sproul: 

HMJr: 

8: 

HMJr : 

8: 

HMJr: 

S: 

HMJr: 

S: 

HMJr : 

S: 

BMJr : 

S: 

HMJr : 

B: 

Hello, Mr. Beoretar7. 

J&nll&l'J 12, 1942 
lhlll p ••• 

120 

Allan, I'•• sot to ''' t he preee in a ~nute 
or two, and th17 1ll aelt •• how thh retun41nc 
h .. gone and I wondered what 70u thought would 
be a fair etate•ent. 

Well, I ehould eaJ that there'• n~ queetion 
about the retun41nc goiq. 

Yee. 

Row•••r, I don ' t tb1nlt 7ou oan ea7 that the 
reception bae been outetan41nc or that the 
.. rltet bae reacted enthue1aet1oall7 to 1t. 

Ro. Can I ea7 that 1t 1 e been well reoe1•edf 
Would that be an o•eretate•entf 

I tbinlt JOU oan ea7 1 t wae well reoe1Yed, and 
that the aarltet hae aoted well and that there'• 
no queetion about ite go1q. 

8uppoe1ng I ea7, "It'• been well reoe1Yed, and 
I'• oontldent ot lte euoceee.• 

I tb1nlt tbat'• a etate•ent J OU can .alte. 

Ie that all r1gbtf 

Yeah. 

Do 70u tbinlt lt etruclt a botto• a t par ••••nteenf 

Well , 70u can't ea7 that 7et. 'l'be aelllng waa 
atlll 4r1tt1nc in alone late 1n the afternoon, 
and 70u oan't be aure that lt'• all out ot the 
• .,, and ae the 4&7 progreaeed there vaen't 
••rr etrong bu71nc. 

Yeah. Well, we'll ••• toaorrow. Tbe7 ••1 go 
better. 

Yeah. But JOU oouldn' t ea7 that 71t. You '11 
b&Ye to eee 1t again t o• orrow. 
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IIJ(Jr: Okq. Thank 70u 'fer'! auoh. 

8: 

l!liJr: 

S: 

HMJr: 

But the 4&7 - well, 1t waen't a b11 4&7 at 
&n1 t1ae, e1 tber 1n the new bond or 1n the 
r .. t of the aarltet , eo that what'• happened 
baan' t b .. n on • · ·b11 aoale. 

All r1&ht · 

All r1aht. 

Tbanlt 70U. 

121. 
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General 
wauon: 

RMJr: 

W: 

IIMJr : 

W: 

IIICJJ'I 

W: 

RMJr: 

W: 

HICJr: 

W: 

IIMJr: 

lf: 

.r~ 12, 1,_. -·-s , ... 
I . •. I. 

a •••• Jr. 

!her oallo4 1111 tJ'Oil ~· a.p1 ul - -. ao.-..... 
IOlOOU - aJI4 oaJ.4 bo I 4 'lletll Wl4 'IIJ ltwp11 
~t ~1'11 1 p111jE U b1 a Juk111jE u4 Oaii"IDIJ 
aHUIIjE W1 ~ ~ P1'111411lt uaorrow. Do TOll 
mow UTWDC a'lloat 1 U 

KeYer hoar4 of 1t. 

I DOYel' baYe 81 uaaz.. 
lo. 

loll, OlD we'll Jaet to.,., Ulat. 

lknlll41 llll:o a pbollJ to ••· 

llowl41 llll:o -'llo47 1 1 tl'J1111 to pall oae. We'll 
fOI'Iet Ulat. 

lolle of W1 tit~ oolau nutt. 

All npt. All r1pt. 

Ooo4-bfo. 

Cloo4-'IIJ•. 
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T.BEAS'.P.IT BILLS 

J&n. 14 Jan . 7 Dec . 31 Dec. 2U 

••ow>t offered •• 0 ••• •• • •• $ 150 II $150 II $ 150 K $ 150 K 

Jildo tendered •••••• • 0 •• 0 • 3S5 352 317 353 

!.ov rate ••••• 0 ••••••••• • • 
0~ oJI oY olf 

.I h rr\e ••• •••• •••• 0 •••• 
.146:; · 335~ .JuG~ .320'p 

•••rare rete ••• 0 •••• 0 •• 0 • .119 .,oa. .310 -295 

,\.!:!Outlt. lc Nov York • •• 0 ••• s 6 K S126 M S 117 K s 99 M 

.l.!!lount In Chicago • 0 •• •••• 143 l J 9 32 

Amount 1n San .:'r &.nc1 teo 0 l l 4 

Amoun t In b&lance of 
ecwlley •• • 0 ••• •••••••• 1 10 23 15 

!/ 3220, 000 bid at 100. 000, oex\ lov rete . 149~ 
~ ~ 80,000 bid at 100.000 and a11~t1y above, next lov rate , 1S5~ 
3/ ~640, 000 bld &t l OO.oro ~d allr)>tly under, next lov rete . 2113~ 
~ 32,160,000 bid at 100.000; $300. 000 bid a t 100.002. 
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JAM 12 1942. 

Oeu Mr, 9t " IU 

Tblt 11 t n reply t o your \ 4tt er of January 6, 

}Qh2 , rttquuUn~t t bat t hertt be ~ent t o you a ll 

's~or~n~~ rrspar ed by the Incose T~1 Unit ~n~ the 

~nt~f Coun•~l' e Cffte~ of the Dure~u of Inte rna l 

; •venue , rel atl n~ t o the lapr oveaent of t be oper­

~~t on of t he i ncoee t ax la•• · t he c los t nw of tnco~• 

t nx loorbo\ ee , nnd t be r eaova l of t~x t nequttt os . 

I b~ l t ~ve you vt\1 &Arte th~t t t hRa been our 

prnc lir e , once our po\tc i et with reeoeet t o tax 

leR it~ l ~t ion h~ve been !oraulat tt ~ . t o confe r • l t h 

y~u for th~ ~urooee of exeh~nR1 n~ tnror~~t ion Rnd 

v t ~vc evttn bef o r e •• have beHn ca llsd unon t o ~ake 

our reCQaaenrt~ttons to t he Coaatttestt or ronrr•~' · 

•e \nten~ t o conti nue th i n nn\toy t n t hs future 110 

th~t l n fors~t t nn or the n~tu re ynu r~·ueat wi ll t hut 

Dec1me av~ t l ~ble t o you i n t hi s ~nnnr . 

I fettl that t h18 t s t he onl y ~~thort • hi oh • e 

r"n foli o• i n t h h "M tter . A en"""' '" r • fl e<"tl on 

• 
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will lldlea\e '~' o-.t ... t.,.oelblll\r of eo~tr-

111 wl\~ ...... ,, .. a r•~•' ae ... fer all 

ae110raad& of ne ... ,.,. ... uOMd. lle~et\t for 

epetlflo lnforaa\loa .... of ... ,,, be ~aadlld 

wl\llta \lie fraoowort of \ae .prae\loe oea\loa.d 

uo•• whtu •• II&•• oblenld Ia \lae ru\. P'Ur\ller, 

1' •••• • \o .. fro• \ke •l~ta\ ~\II of \~1 proper 

fuao\loatas of '~• ' r..-..y n,,.,, .. ,, aDd of a 

llro&der 1o•eraeoa\al pollor reepee\lac rela\to .. 

be\•••• \lie l loea\1Yo Dopar\ .. a\e and \be Ooaar•••· 
\lla\ u wo~tld be udltlruh for eeeorand& of \lle 

Mhtl JCN rt~ .. , \o M liB\ \0 \lao OOfl«rlll 1a 

adwaaoe of a 4eflel\e for .. ta\t .. wl\lata \llo !re...arr 

De,ar\ ... , of l\1 polloi•• reepee\tac \&1 llfll­

la\tea. rer \~t• r.,•••· I bell .. • ''-* • ... ,t~ 
aaoo of oar prior poller Ia \~t• rerard te , .. 1101\ 

feaetble .. ,-.. of t.,ar\tnt ta!oraa\toa of \be 

\rpe ta ~·•'tea. 

t t\la roepoe\ \o poeetble r•~••'• b7 rna for 

t\a\lt\laal laforea\loa, •• ellall, of eour••• -.t• 
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-' -
euc~ tnfor .. \toa 1-..dta\elJ a.att.-te \o yoa \o 

'h' elttn\ of oar faotl1\1tt. I belle•• rou wlll 

ror aa\ erlal of \bts nature b~•• betn aent t o ue, 

•• h!Ye alwtre betn wtlltn~ to ooapl r •ltb \bta, 

Stnctrel r J I)Ure , 

Mr. Oolln ' · 8\aa, 
Obltf of Staff, 
Joint Ooa~l\\te on Intera~l 

ReYenue Tasa\lon, 
Houtt Office Balldtng, 
1aeblnR\oa, D. c. 

SSS ;bdr 1-9- 42 

~, ........ UI& •• 1 .. 

Seoretarr of \be Treeeurr. 

. 
• 
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seore t nr y Horge nthau 

Ge or l!e Dufflng ton 

131 

Re cently I haTe b een asked by ouoh orgnn1za ­
t1onP a a t he !lew Yor k St ock Exchange, Investment Bankers 
A~~oc iation , Out door Adver t i s i ng Agencies Ae~ooint ion, 
~nd o ther~ ~~~re t he ir s e rv1oee a nd/ or r aolli t l e s would 
be ~ont usef ul l n t he war proc r ec . U"unlly we a r e a bl e 
1n t he Treasury to f1 nd l amedi a te u s e f or t heee raoU l tle e 
and/or •ervi oes . The t hought hae ooo~rred t o a e t~~ t we 
ony e. t ~ooe time a ccept a nd u~e rnol : i tioP a ud/or s ervice s 
•·hlch c1&ht b e Ul'ed t o be t t cr ndvar: t'l,;e by ~o.,e o t her 
dtoertnent ruch ns t.he '4a r Depa rtcen t, l e vy Department , 
or o. E. M. 

I t ml ght be advant~ceous t o oon~lder a ppoint­
i ng n ooord1 nator t hr ough whom t he oe ques t ions oould be 
chnred . Buoh tloe •t i ll probobly l>e Pa ved by having one 
we ll l nforoed pernon di r ec t peopl e t ? t he Government 
Department t o which t he f Rol l ity and/ or Ae rvloe offered 
would be n oet e ffe c tive. If you are l nteree t s d I ehou l d 
lllte t o dieouse t he oa t ter furthe r . 

' " 
.. . : : .. . .. 

. . . .. 
I ... . . .. .. ... ,. . ,, 

GS:aco l/12/42 

' 
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TREASURY DEPARTMENT 132 

TELEGRAM 
OfFICIAL BUSINESS-GOVERNMENT RATES om.w 

... ,n..~;p~jjMt;;.;;-;;hkb·pq;t.ae.-..;•.;-;t;~·-~~ii;;) 

llal')' l'l ckl'Wd 
l'lektd.r 
;:-.b' lUll• eaur..s.. 

.... __ ._"'"._ _ ~UIIf ,_,u, 19111 

~ app: ::l•w ,_ onw. 11q I ....- ""'' :rw ••-llllA'••w .,_ w.. w 
t'rocl ,__ OM~ of - -al.a\ ..U. ~ .-l.W. tW llefwD• S:it's .. 

..,. ot lloU.e Pin .. r -t ::n ll.ur-ecL T• - MlJI .- -" ~ 'lr 

...,....u nc wt.tll \Ide --'"'-- .. All _ _._ .,..., W. Sa 1.aA - _. -' 

\o ealll\ 1W Sa \Ide -

. ,, .IIIU)' .. ,..........._ lr. 
~ ot \llo tr.a.....,. 
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WS21 55 NT 

TD$ BEVERLYHILLS CALIF JAN 8 

HON HENP Y MORGANTHAU 

SECRETARY OF TREASURY TREAS DEPT 

1 HAVf A ~IAN I B€L IEVE COULD BE OF HELP TO OUR NATION 

1 OVED SfRVI~G MY COUNTRY IN THE LAST WAR AND FEEL I MUST 

AGAIV BUT B€FORE PROCEEDING FURTHER WOULD APPRECIATE THE 

&~EfiT OF YOUR VIEWPOINT WOULD YOU KINDLY WIRE ME 

PI CKFAIR BE VERLYHI LLS \lltlEN I MAY CALL YOU LONG DISTANCE 

PHO•IE . MOST CORD I ALL Y 

MARY PICKFORD. 

83.~AII J AN 9 . 

A 

s 
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WAAll llH 

HOLL YWOOD CAL IF JAN 10 

K ore 
•If 8 HONORABLE HENRY I.IORGENTHAU SEC OF TREASURY 

SCD MARY PI CKFORD CFI.I Dl Y ENDEAVOR 

SECURE A'IS_ 

MCLEOD. 
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S9klier Hit~ 
Plane Ride With 
Morgenthau 

Private Gets Lift 

From N. Y. Here 

Without 'Thumbing' 
19Jthout benefit of U\umb, a 

10UDC AJ'tD1' private hltl'hh.ibd a 
lick fn:D New Yort to W&lbinl· 
ton Jut ntr:ht aba&td the Cout 
Ouard p.la.ne or S«r'f!'tarJ or the 
TtnaWT Henry Morrenthau. 

TtMrnUoN on the 1 :30 Ammc.an 
~r trom New YOr~t. nlaht.. 

but -w'htn Lh.ey arrlvtct~.t. 
Ouardl.a P1eld OOI)' one R&l 
aboard c.ht plane remained. 

Te111n1 McCart c.o t-ake t.he aeat, 
Hurhe•. a husky, 200.pound tor· 
mer pollc.ema.n, Wt.ndered. about 
tht atrdrome tnvuUI &Unl the 1)06-
l tbiiiUu of ea t.ch.Lnr a ride. He 
aaw Lleul. w, 1 . 8lnt.on •a.sstnr 
up the Coaa~ OuarCI pJ•ne &nd 
U li:ed h im where he wu bound. 
When 81nl4n N ld he •·u a.bout 
to t.Ue Stcretar7 Morrenlhau to 
Walhlnat.on. Huahea repJJed: 

"'P!nt. how about. a UfU J'\·e 
10Ua ret Met \o C':amp ... 

lf...-a enUu.u Udpt'•l 

~nnt.hau arrived at hb June· 
tw t . and Utut.tD&nl Sinton put 
the eold.J.tr't taM t.o && 8«ret.a.T7. 
Wbtn Worttnr.hau heard an c.m 
drtuma&.ancN bt rud.iJ7 &lf'ft(l \0 
l iVt Prtvt.C. Hu1hu a hitch. 

Tht t okUt.r ww unable to atve 
lht StertC&IY hl.l VleW'I on hllh 
finance &tid ta.xat:lon mau.us. 
whauvu Lhey m.Jthl be. beetuse 
ht Ill wtth Pilot 8lnton on t.he 
nlaht down !rom New Yort. 

When Lhey left. Lhe plane her~. 
ho-.·ev&r, Huthu thanked hb btn· 

a train for the n ext. !ftaae Of· hl.s ef~tor and nld he Ulou.cht. Mor­
Journey from his home ln Roeht.. l flrith&U wa1 " & IWtll 8UJ," 'nle 
~r. H. y .. to Camp st.e:wart, oa. priv-ate allo rraeloualy confl<d 

No\ a whJt abuhed by d1$U:n­
I'Utlhed. eomJ)I.OJ'. Private Ja.mes 
B. Huahu. 28, climbed out- with 
lht 8tertLar'1 when the J>l&ne &r· 
rlnd at the National Airport. at 
mldnlaht. a.nd preDared t.o utc:h 

· to poae for new.spe.per oto-
E lalns Predlea.menl l l'&Phl wtl.h Lhe 8fleret.ary, •it.h 

hll ... ~A t ~ l: , the commtnt.: 
e w•e See~-rr s oc 1t ··sure \.hta 11 a dem 1 

na. HUJhts ~.apla!n.ed to reo 'l a!D'I. u:. 'I 
ra that he and his buddy. PJi. 
Jc»tPh :w:eear-J. 21. h ad ~ade 
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BOARD OF ECO!IO:.IIC r.ARPAAE 

In reply ref or to: OPR-CHES 

JAN 1 2 1942 

Tho };onorable 
'!'he Secretary of Trc:>cury 

Oear :Jr. Secretery: 

'!'he Vice President hac cell ed my a~tention to t.nd as£ed 
""' to thank you for tho list of "IIATERIALS IIELD BY 
FOREIG:I NATI011t.LS I!i Til£ UlHTED STAT£~ 1 • which you sent 
him. 

Tile list is invalueble to t he people in our Requis itioning 
Divi~oion and , accordingly, I ""' eond1nt i t on to t he"' 
with i nstn1ction!; that t hey cont"\ct. , o.o you fJUgt;e::t , i.!r . 
John Pehle , of your Foreir;n Funds Con t rol Divi s i cn , for 
ny t.d<l itional infot·o.• ~ion thut ~:~tty be nnedod in order 

th4t th•se materials may be mndo av 1i l•ble ror def<nse 
uus . 

since?Jy your..,, 

~~ w~ 
El<ecut1 vo Pirector 

--

• 

' 
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A STUDY !£ PEOPLE'S MOTivES 

fl!!! BUWIG QEFEIISS ~ A!lQ STAf,IPS 

Baaed upon 790 intervien, 570 in 12 
urban centers, 220 in ll rural arena, 
widely scattered throughout the coun­
trv. This study was 1116de at the 
request of Wr. M. Paul Warwick of 
Warwick alld Legler by the Payehologlcal 
Corporation under the direction of 
Henry c. Link a.nd aaaoctO>tea . 

Assignment rece1v8Q January 5, 1942. 

Report submitted January 12, 1942. 

The Psychological Corpora tion 
522 Fifth Avenue 
New York, N. Y. 
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The 'Psyc1wlogical eorporation 

booovou.no'" 19ll 

Mechan is111 !!£ IJ:l!4 ~ 

This study, like other ttudies of the Psychological 
Coroorat.ion , ~tas conducted •lt.!l t.he cooperation of psycholo­
gists located at various colle~es and universities throughout 
the country . 1bese osyehologis t s, acting as correa?Qndents, 
bave under their direction trained int~rviewort, consisting 
of &r•duate and undergraduate students in psychology. ASsign­
lllent s for field work are .ade tn these psychologists who then 
select the interviewers for the particular t ]pe of study, 
siva them the special instructions noc•saary, make the exact 
assignments in regard to streets end locblities in which each 
lnturviewer is to work , and check up on each interviewer' s 
returns. 

These psychologi st s are prefeesor s end assistant pr o­
fessor& and in some cases inatruc tors , and therefore men not 
only of unusual professional etandl.ng but men specially 
trained ln the scientific measurewent of people ' s minas and 
mot.ives . 

One hundred twenty-fivw psychologists located in every 
s tate of the union &1>d with a standin& for ce of well ovar six 
hundred trained interviewers are avaliA.ble for studies under 
the direction of this office. 

Tbe importance of the preatlge or thi& liethod of in­
vestigation, aside fro~ its scientific thoroughness and 
accurncy, is il l ustrated by an incident th .. ~ occurred ln 
coMection with the present stuoy. 

In Denver, Colorado, one agit~ted or suspicious woman 
called the police and had the interviewer arrested . The 
l oc.U. psychol ogist identified the lntdrvlewer to the police 
who releasee him ana pemttted Ilia> to coiOlplote his lnt er­
viewtng. 

Henry C. Link 
Director of SociAl and l:ar.<et Research 
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Purpose and Procod11re 

Quostionnairoe 

Distribution of Interviews in Ur ban 
el>d Rur&l. Areas 

Bol>da and Stamps Alreody Bought 

Whore Defense Bond Advertising Was 
Seen or Hoard 

SWioary of Pr incipal Findings 

Why People Should Buy Defense Bonds 
and Sta~~ps 

Quototions fro,. the QuestioMai.rea 

Wha t People 'l'hinlc Should be Dono to 
Increase tho Sale of Defense BoD<Is 

1-S 

7 

8-9 

10 

u 

12-14 

15-22 

25-24 
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b >OALITATIV£ ~ 

The purpose of thie st\Jdy """ to develop a method f or 
discovering people ' s reasons for buying Defense Bonds~~ 
f: t.&!l•ps . The reason& we wanted to d1ecovar wore not so much 
those wh icr> had pr omptea people to purchase these bonds ... nd 
at ..,·;e in the past as it was t o discover the roasons •nicb 
wo"ld moct effectively lllO~ivate sucn purchases in the fUture • 

.llbove all, it •l"s Ute purpo::e to discover thoae reasons 
or .o t.lves in terss of peo?le' s o•-n 'lo'Orda and :&Mer of ex­
~reselon. As Wr. ~arwick pointed out, bavlnf peo~le1 s rea~ons 
ln t11elr Olfll words woula proviae excellent ae.t.ertal tor eduea­
tbM1 and pro111otional. copy . ioloreover, it would provide a 
auch better be&is upon which to evaluate people ' s reasons ana 
~otlve e than woula be obtainable fro~ bavin& them check a list 
of suggested rea sons, as is often done in studies of this kind . 

Altbougb some factual infor.,.tion ~as also obtained in 
U\ls study, everything waa aubordlnated to U\e 111ain pur pose 
outllned above . 

?ROCEDui\£ 

To accomplish the above puroose, lnfortilal or •depth• 
lntervie•• rather than fo~ lnturviews were decided upon. 
l en lntervlowors especially trained in doptb lntervie.tng were 
u:oo for a series of four test lnterviowe ell conducted in 
tno se .. Yor~ lletrol)ollt.e.n erea , totallng 205 i nterviews. Tbe 
l os t 130 of tnese interviews ure tobul• too in a prelWnary 
r toort submtttea Oeceo.ber 51, 1941, and are lncorporatad in 
tne tables of tbis r eport. 

Tne•e series of test interviewe furnished an adequate 
coec~ upon the methoa used nnu servea to illustrate the t ypo 
of resuHs which mt ght be ex pected . On U\ e busis of this 
preliClinary or test-tube approuch , t.>,e etuuy was extenued to 
other rt!)reaentatlve parts of the country to incluoc 440 in­
t.ervtet.·a m&ae in 11 urban centere ana ~:CO interviews :n.ad e in 
ll rural a r eus. These &.re shown in detail in the t.t.blc on 
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1.41. 

page 7, Tho rural interrlewo in each area nro equalJ.T 
diYi.decl betwoon peaplo in ..u towno anci nll&c•• of 2,500 
population or Wlder and peaple lldD& on raraa, 

Thil eupl• ..tlioh totala 790 intarrlawa, inoludiD& 
••• York Oi tr, 1a not intended to be a perfect oroao-aection 
ot tho population. Ita pr1ul7 purpoee io to deteraine the 
extent of unit oral. tr of tho ideaa of people about Detonao 
Bonde. It thl.a~ ahowa wdtoro opinions and bellota, 
then tho probability that a largo ropreaontatho oroaa-section 
would abo• any largo differences ia quito roaote. 

§t•plt O.tottooa1no ullAttryipa. Jollori.n,g are 

aonrol interrlowa -u,. aa ll&do out in tho tiold and Ulus­
tratin.& tho type of data on wbich tbia report 11 baaed. 

llllaber itlAtgyitwera • .l total of 54 interrlowtra par­
t1c1potecl 1n this otudy, anraging 15 interrlowe oacb. This 
nuabtr of intarrt .. ere 1a ioportant in a ouple of 790 1nter­
Yitwa btoau .. pereonal bl.aa on tho part of any one 1ntarrltwor 
baa no eigniticant influence upon tho final result, 

People Intern••ld· It waa acreecl in advance that our 
intern.,.• abould be confined to tho middle 1noo11e croups, 
those ropreaent1ni the largo uaa aarket, Tho lowoet incOJio 
croupa ••r• not interrt .. ed in tbia atu.dy. 

Tabu1at1on ~ Resu1ta. the teblea proaented 1n this 
report aro baaed on 750 1nterrloWI 1n 11 urban centers and 10 
rurol areaa, those interrl,wa hove bton brolton down liT a 
CZ'OUPiD& of tho 11 urban centara into !&atom, 111.d-'lloatern, 
Southam, and 'lloatorn citioa. tho purpoat of tbia brtak.down 
11 to abow tho extent to whl.cb tho roaultl are unitol'!l. 
StYaral tabulations bon baon JUdo to ••• wbetbar or not any 
ditteronoe exl.ata batn"" roeponaea of ••n and -•n. 110 
ditterono .. ban baen fowld, ao tebloa ban not btan presented 
on aex ditforonoea 1n order to opeed up the preparation of 
thia report. No difforencoa were found between people 1n 
upper and lower aiddlo-claaa incooo groupe. 

I.o• An&•lea interrlowo, ropreaentina an 1nportant 
• oat ooaat urban center, wore not reoehed until lloDday 
IIOrn.in.&, JlllliiU7 12. Since we wore aoked to c011plete thia 
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report in the ohortest possible tJ.ae, th .. • 40 1Dterrlaws 
could not be included in the tablu prepared and t ;n>ed on 
Saturd41, January 10. A note on thoso interrlewe appears 
on paa• 11. Tnnty r11ral intlrrlewa u.da in the noinity 
of Atlanta, Georgia, have not been included 1D the tables 
blcauaa they aleo were racahed on llond41 110rning. Th•aa 
were t ;n>ical of the other r~~ral ereaa. 

Int.eniewing Co!!ditions. Below .. ro teapara turn 
wore &Xp~riane!d ~ our int!niowora in aoverel places. 

1.42 

Thie was not ideal for inteniawin& ainca it t!Dded to reduce 
the rasponsaa obtained. llao people in rural areaa wore 
laea rasponsi ve than tho paopla in urban centers. Hown!r, 
people in the two southern cities were nry reaponaJ.va aa 
will be e .. n on the tabla on page U. While they had 110re 
to 141 the principal difference 11 foutld 1D aor• frequent 
•ention of those reasons wb.ich occur w1 th low frequency in 
other areas. 

In spite of these difficultie s the i .nterrlewing in 
the field proceeded w1 th good cooperation &•nerally and 
pooplo responded wUJJ.ngly to the quoationa asked. 
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7. ~:~a ... yov bou,c!'lt &1\7 u. s . Dotect:e Boada? Y•.aL •o._; S~t T••..c:..... Ito_ 

(It ··~·) l.ro 7ou bu:tlAC tho nupa rop.l.ul.JL ot Jut one. ta • tdlU.e_ .. 

a. (lt bond• or •~ ~t) H=.-- )'011 b;.d '-1 .. ..:.;.L.. .. LLt1u 1n li'Ti.At: to~~ 
or oiUpof Yoo..._ ••- (Ir yu) _ , • .,.. ""''' ,l..1.....i.__:t, ,j, 

.J.;,._ ~ A'(A•• fc o:t_ ,;, nd '!£.L ..£ .,/,." 
' o I 

• • • • • • • • • • • • • 

l.cQnOa.le Gro\lp1 a_L t.,__ 

f'r.."!:'.: Pro~;>~.croU&I __ /l¥4'0ra~--Poor.­

ST. & :IO. (or f>Ttlt')'-'-'lf..:'..J/""-'-:_"-"'''-''L/-L}Lf..!.' -~'--- C!Tt,f.a ,',,;,g/""'' d," 
Ooto ~ 1 11,1 L lntorvl,•ur .!z: i, <JC, 

I 

I 

$ . llllll otM.r co« ,.. .. .ocu a..· ~ .... r ... CQr fi">Cid..: tt.r:JU.l.d b'7 ~ bCit..J.s ;an.: . ·~t 

(c.'uo~.<l l;! (i "''=" tfu ,,r nf , ,._,.., W {Ht t'b.d 6a.y . &. · r 
.::rv.t-r (') ....... ~ &.:-± io "''ked•+\,. t ...,_ 11~ _ 

~-ff:. .. :;~·~~t:-xt; ~t{tj_-'r~l£2!' ~-
ac .Rli ( 0<0 to>D ca.,..., . 

I 
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7 . il'\\e iOU ~'a\. "UO' U.S. ,D<~.fen~ 2c.o.:!:;! Tc._ .. o~ !:t.- -,n T~o.e II'~~ --(tr •.:~t...lliN•) u, )'o:.t b4rl.ni t.roo s~ ~11- ot J.u\. one;~ a 
0 

-uu
6

_ 

8. (i.r Lc.~ or ,., , l"OUQ!t) il~v .. ~-:~; n::.a :...v dt.rri.;oll.Uu 1n t.ryln,r. to ~ bc.M: .. 

or •\.&&pet "h•- .lo_ (rr ) .. s) t:"a&t. r...rc. t..bqt, ___________ _ 

·---------------------------9 . Com..nl, .. or 'It!¥ .. ln.Jt 

,'!~..., ..,..,.. ....._ .c.o ~ "' o ......... , .. ~._ ··"'=ht"1 t-· ~ I 
} '·"' ''"" ' '~ - ..;...,.. o.. ''"-.Q..~(;o& ,:£1."4] ....,.,J 11'111 ,),_ 

_.~~=,..., .... _ _,.""""'~-._-\f,.:i \4-:;(...a { \\l\....f -1 ... ol\ uo . (,..; ...o ~., *. 1\.Lh 

'f. >-< ~u .. ' '"(·' 4<f- .!a f. · '4 ,.., .. V 3Rt,. 1 

..eu.u._ f< ... , t\ f ... 'l 1!14( ~-<-i«i 6 CX.t (:-< ...... .t "{! . ' 
'-'J.i" ""'" c.d.. ~~ oJ ..lv!Hl !J.v ?t ·~h • ..,..-..,~ '<' <'-• 
~ "$u r-... .,_ ... , • ....._J._(..,; .( t-v.<:L-r~ - .uv -·­
~ "" t -/<~ ~ f6;> ''! • Ul£.4 7'"~h '4 , 

.ft..c.o '' t~t..d ... -t!-'r- .ct~~~ a..""'L(_ J v -11 ~(ti i\J- • 
s...x_£_ A.· .. ~ 1 e.,.al\....U.: <a...ru~ t L __ c ~ 

ST. t. lC.(<Jr !..'Ttl) 

~ ... Jtbo? 
f .. · : P: :.,.. r ... u:: __ ;,v tar .. __ ,.,., t~ 

fc 1 r 7 a ··*"~_,f,_ ___ "l'i'i_ • H ({ L<o,. ~ 0 

ht...;. •vl ''" :- (4.""""('-l..(,.n\ fii. .... r 1 , 
I 

I 

I 
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1. Huw you b«&pt. ~U.S, O&t«~.U BoDd.t na_ ~LGapat y.. llr;t y 
(It •atupt•) AN 7ou ~ tbo atups rocular]3._ oa J~\. one.:-. ~ : 

WStitlBUTIOS OF m 2m IUMJh.e§ 

8 . (It boada 01' ·~ bou,cbt) H.ove yw b:4 Cl1T di/'rtctll.t.~• 1n ttyq to b;q-~ 
or t\uplt r .. _ Uo_ (It 7es) What 'f\l;nt UMyt _______ ------1 
------ ~-· 

I ~ 

• • • • • • • • • • • • • 
1 

ST. & JO. (o• lll'l)f) 

O.tu /-- 7 - Y'.:z 
ff. 

l.eonOAia Group1 s_ C--v-: 
F~i.r.:tt PMIPI r~Jut __ Avcraco __ Poor-

{:: I D I Cl /, 

tt~· 
ll.dloo 

lll.ll 
&Jft.CVMt J, t. 
PhU.adalpk11., h . 
Pi t.t.abwlh• Pa. 
Ji•• to.rlt, Jt. t • 

.11111-lulo 
St.. l.cNh, Mo. 
M1Meapo1h, Minn. 
O.M1 Neb, 
Det llloinet, Iowa -81rall'lCbu, .u.. 
BOI.Lit.on, Tu.at 

ll<lu 
Upper a1dcll.e ol&ta 
Lowar ~ddlt ola•• 

..L 
40 
40 
40 

150 

•o 
40 
•o 
•o 

40 
40 

.70 

li:.D1, ~ lliGI ~ IAD kaul 

Jknooftr, ' · B. (l'lltl•lCI, 1\A&, ........... ) 
Stat. CoU.Ce, Pa. (:lool8\ww , 

Pine CroYe Milla) 
lt.bi.c., 11. I. (DT)'den) 

Sw-iostield, Ob.lo (Cech..rdUe, 
Cllt'ton) 

Orb•na, 111. (Philo, St. . Jooeph) 
Coluab1&1 Mo, (Athland) 
Aeee, Iowa (NeYa4a , Colo) 
'Ucbita, bnN t (l ech1) 

Jcmeat>oro, Ark. (JeU.leton) 
David.oc, N. c. (Con.llue, 

Mee.kleflbeq) 
•.Ul.uta, Ga. (T\I~h:r, O.cawr) 

..L 
270 
500 

...1.... 

1.<) 

1.<) 

<0 

1.<) 

.o 

.o 
<0 
<0 

:o 
.0 
1.<) 
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SUJL\IARY OF ACTUAL BOOVtOR l!i ~ Q! 

BQ:JDS AND ST AIIPS ALREAJ)Y BOUGHT 

Tbio study i s not concerned with discovering quanti­
tativa facts about people ' s past purchases or bonds and 
si.&Cips , where t hey had boUilht th8ll, what &IIOunts they had 
bought, what difficulties they had had ~ing them, etc . , etc. 
Ho•over , a minimum amount of int'or:aation on these points was 
conoidered desirable and a f ew questions were retained ac­
cordin&ly• As a result we have tbo following facta basad on 
tne answers to Q.7: 

Purchases ~ B.l!l:ll. 
~ 

lWl 
% 

Bought bonds only 17 8 15 
Bought bonds and s tamps 2& 4 18 
Bought stamps only 26 16 25 
Neither purchased 54 72 44 

Total 100 100 100 

All tnose intervi ews were lllade aftsr Chriata>as when tho nwo­
ber of people making such purchase s had increased considerably 
o.a cocpared 111 th tha number before Christaas or while we were 
lfo~Uling our first test interviews. Ho,.ver , it is likely and 
quite poosible that there 1a soH inflation in t nese figures 
duo to people ' s growing r ealization that they ought to buy 
bonds and sts.cops even if tbey have not done so thus far. The 
people interviewed in this study do not include the lowest 
20 per cent by incomes, nor t he top 5 per cent. 

or the 56 per cent who had made purchases, 88 per 
cent clni!l>od to have experienced no difficulty in making their 
purohnees . 

or the 41 per cent who he.d bought stomps, 60 per cent 
auld thoy hnd planned to buy such sta!llpl regularly , and 40 
por cont expected to buy stamps only ocoasionully . (Based on 
nnawora \o Question 8 . ) 

• 

' 
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DiniCOLTIES ll!. BUXI!fG ~ 

U (It bonds or stamps bo~t) Ha•• you bad aey 
ditticultiee ill tr;r1n& to b\1)1' bonds or atempa? 
I .. _ lo_ (It loa) llb&t were they? 

or the people llbo reported ditticultiea 
ill bo.l:J'iDg bonds , the principal prcblea wu 
shortage o£ boDda or atupe. The d.itticulties 
reported weret 

Suppl,y ot Bonds or Stamps had 

llo. or 
Ptpplt 

run out 41. 
Banks don t t take books !or bonds , 

onl,y caab l 
Clerke oeu &DDOyed .men you aek 

tor thea l 
Working hours are 1ncon•en1ent tor 

buying at moat places 2 
Didn't r-aber ditt1cul1;y 4 

Total Anawera 49 

1.48 
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Haft you eeen or heard azq -.iftrt.ial.D« about thes e boDda? 
fll_llo_ 

(If lea) Wher e? 

Baaed on the anawer a or 7150 - and •o-. t'he table below 
obowa these resul ta by a broad geographic grouping or the urb&n 
centers to ebow the uniton&11;r 1n these ruulte. Percentages are 
be .. d upon the nuaber of people 1nterTi .. ed aa ahown in the l&at 
lin• or the table. 

All the 7150 people interTined Kid thq b-.1 seen or heard 
eo• -.iftrt.iaing or boDda or etupe. 'I'IMae 7150 people recalled • 
total or 2011J pl&oe a or ..d1& in wbiob tbl7 b-.1 obo&rftd this -.1-
nrti•inl· 

ll1d Total Grand 

i'.&lt !u1 ~ ltf .ll.tllln .1.\lDl ~ 
% % % % 

Radio 86 92 94 IJ6 90 84 88 
lltwopepero 64 79 88 80 70 84 69 
Post Office 1 16 19 6 ll 29 16 
lla&t.a1n .. 14 l8 u 25 17 ll 15 

Billbot.rda l8 16 29 15 19 5 u 
llt.IW 15 u 20 6 16 6 12 
Storee lO 12 ll 28 12 7 ll 
Poe tare 14 6 lO 10 ll • 9 

Car Carda ll 9 6 6 9 1 7 
lion.. a '!'1M& trea 7 7 u 15 9 1 7 
DeJ)Q"t;Mnt Store e 1 1 ll 2 2 
lliooellaneo,... 22 29 M 26 26 26 26 

Total w .. re 2019 
Total Inter-

Tine 7150 

* Ino1wled in a1aoellaneoua are euoh pl&Oe l &al loboo1e , factoriea, 
c1uba , cburobee, nn-sstanda , ofrio .. , ..u, cart.oona, rail.roa4 
at&tiona, eto. 
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6"'& JZ PRIJCIPAL FDIDI!!!!S 

!1M ta11a • t.be oppoalw pace ahoa u a'batnot or t.be 
prinolpU tilldilll• 111 recaN \o poop!.' • - tor 'tloV1al 
Det- laDda 11114 8\uipa. !be papa t..u..taa pft 1a -14e­
•ble clet&ll aotaal. (1'110\aU.. troa t.be 111tern.. 111 reapeot \o 
Qlleoticoa • 11114 6, \bat 11, poopa1a - ~• tor 'lloliJ1IIc 
tbeH boDda aDd e\uipa 111 the t'llture. 

• 

Tho atr1lt1Dc clittucoo 'batwoen tho rw.aono lltlioh haft 
been &iTIIl to people thro\lih pro110tion mel tho roaaone tho7 sin 
tbloealfta ia, of oouroa, otrnoue. Tho 110at otrrioue raot •- \o 
be tbi11 Peopa are th1alt1Jia of the war aDd the purohaeo of 
boDda ODcl atupe l.orpq 111 poriOII&l \oru. We ld.Pt aliiOet aq 
that thto7 are th1•1r1n& 111 •tor1a11at1o rather thaD 1A 1d•Hat1o 
or altnUIUo \oru. 

lhilo it clnoa DOt lh<Mr ap u a atetiatioal roealt, ...,., 
of tho cloteile or th1a ·~ o•'Yilloe u that the t.ra •Dot­
Bond• &Del Stupe• 1e '"17 ~ .. tehliahacl 111 poople1a 111Dcla. 
m tho people 111 t.en1awcl had lloar4 about thea, &Del • fti'J 
doJ'ill1to -tal a&\acDr7 hal loa• oatehliabecl . Tho •treocth ot 
IUOh I -tel OIWIOI'J or habit 1e a · fti'J iaportmt faotor la 
ooaeidori.lla: aq oiiAID.p 111 the - of thoao boDcla &Del ate.pa . 

Tboach toclq Roll a Wra. u •liotoi'J Boacla and Stupe• 
..;r •-_. appropriaw troa a lprioal po111t of n.w, troa a 
pggbql=·' q•l poiat ol new &7 e....W. chaqe 1D D&Ma aight do 
IIOl'l barn thaD ioocl• JloHoftl' > 1 t abota].d alJio N I I brocl 
that CDM a- hal 'baMM Mtahliebecl, aq obaapa 111 tho­
tiaaal ~ of tho 'IV aDd ito OOIId'IIOt at\aoh •hnaalftl to 
tho t.ra al.rMd7 aatebl1abecl . !bat 1e to aq, the t.ra •Dor­
Boada• - \o atmcl, 111 poop!.' a aillda aDcl f••lilll•, for 
tlotoJ7, tor 'IV, tor lihort;y, aDcl for aq other naaber of iclou 
wbioh alcAt arill. 

Loll Aaplaa poop!. P" t.be - r-• for ~ 
hoacla u poop!. 111 other aooU.. with- -ptiaa. 'l'M7 apoolt 
of •Pro~ War *'tuial tor tho U., aDd la"7• and of nlld••a 
tho -..q to awp wp procblotiaa U.llt u ... tiMe u oft. u 1a 

other -tiau. !la1a 1a .. t nrpr1a1Da 111 aa aroe """''*'tratiaa 
011 a1rplau procl\IIIU.. !IMM Loa ADplal poop!. apoolt nt 
'Beati.lla: Bit.l.ar" or tho •Japa• or tho •Alda• DO 110r1 troq-UT 
thaD 111 other aooUou. 

:150 
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!!Jl PEOPL& SHOULD !Jll DEFENSE ~ 

Mil! STA14PS 

:151 

Tho tabla bel ow i s a comparison of the reasons for buying 
honda which people r ecalled trom whortiaing and the reasons .iJ1AX 
boliou are the most important . Percontagea are basad upon 7:50 
Hn and woman interviewed. 

Why did the adverthing say people abould bu1 bonds and 
atupa? 
Wba t do .'Lllll think is the beat reason why people should buy 
t hese bonds or staapa? 
Wbat other good reasono ore t here why people should buy these 
bondo and ataapst 

su 
% 

g .~' a 
% 

Oood investment 8 61 
Oond way to eave 8 so 
Patrioti c duty 4 18 
Holp win the war 19 17 
Help fioanee the • or 15 17 
Preaorves our liberties 9 16 
ProTides war E teriala for 

Artq and Na vy 14 15 
For defense of the United 

States 27 15 
Help the Go't'ertllllent 15 15 
Wo can' t fight but we can 

buy bonds 1 8 
Prevent inflation 1 7 
Defeat Hiller 6 7 
Avoids increased taxes 1 6 
An aiel t o England and our 

allies 1 l 
Miaoellaneous 2 5 
Don't reaamber s 

Total Anawera 866 1650 
Total I nt er views 7:50 7:50 

• 
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1.52 

neoou m auxm am Alii! stws llllWI 

PIQPLI 'm•u m IIKII m ApDCIAIE 

u JIIX 414 tbe adnrtilinc NT people abolll.d bu.r bollda aDd atupet 

!'lie &IIIW&r& Jinn liT 7!0 - aDd -n are ahown b7 a J&OJr&pbio 
JrollpinJ ot c1t1ea and rural peopla, .lll percentac•• are baaed Upcll 

tba naber Ill - and WOMn intaniewad aa ah"'"' at tba bottoa ot aaola 

Ool\WD• 

1114 t otal Grand 

l&f IW 
~ ~ JW 

~ ~ lal:a1 
~ ~ 

fer daten•• ot tba 
United Stat .. n u It 28 28 It 27 

Kelp win tba war ll5 18 lll 215 18 28 111 
Proddee war aatariala 

tor ~ an4 Ba"fT 14 18 " 10 16 10 14 
Help tiuance the war 9 18 28 18 14 9 1a 

Help the JOftn>aant 17 10 8 10 la 14 1a 
Preeer.ee our l1bert1ae 10 8 24 6 ll 6 II 
Dat .. t Hitler 2 ll 4 6 4 6 
P&tr1ot1o dutr a 1 a a a 6 4 

Good irrreateant 2 2 20 a 4 a 
Good wq to ean 6 1 9 ' 1 a 
Pronnt 1ntlat1oo l a 1 .1. 

Ia ou•t tiJbt blat we 
can bQJ boodlo 1 1 ' 2 l 

An a14 to llilcland ..,, 
our alliee l 1 l 1 

4..,1de inoreaaad taxee * a l .l 
IUacellanooue l 1 a 10 2 2 
iloD't r-ber 5 1 1 a 5 a 

total An•era 291 176 ua 46 164 212 886 

total Illtaniewe 260 180 80 40 6!0 200 7!0 

* z.. .. th&D ••• 
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REASONS PEOPLE BE!.It;VE ~ SI Ig9nTANT 

FOR BUUNG BQNDS ~ STAI!PS 

~ What do JClUI t hink is the beat rea eon wl\)' people should bey these 
bonds or etampa? 

~ '111\at other good reasons a r e there wl\)' peopl e ehould buy these bonds 
a nd atamoe? 

The table below s hows a S~~J~m&ry 1 1n broad ea t.<tgoriea , of the Wl5Wera 
of 7~0 ~•n and wo111en to t hese questions. This tabl e is also shown bf the 
geographic crouoing or ci tia• and by rural people. 

llid Total Grand 
EW; !ui ~ !ui .lZdWI kil IlUAl 
~ % ~ ~ ~ ~ 

Good inYeatlllont 49 55 61 65 53 47 51 
Good •&¥ to oa ve 27 Sl 47 28 Sl 28 so 
Patriotic duty 19 17 15 10 17 23 18 

' Hel p win tha wo.r 16 17 14 15 16 22 17 
Help finance t ho war 12 19 &1 15 17 17 17 

ProserYes our liberties 18 18 19 15 18 12 16 
Provides war mat erials 

for Ar~ a nd Navy 14 8 Sl 13 15 15 15 
ror defense of the 

United St<ltee 15 ll 9 28 14 17 15 
Help tho GovernJilent lS 19 9 18 H ll 13 
• • can't fight but we 

can buy bonde 7 4 22 3 8 8 8 

Prnent inflation 6 9 20 9 1 7 
Defeat Hi Uer 6 • 5 5 5 l2 7 
Avoids increased taxae 6 4 20 3 7 2 6 
An a id to England and 

1 our alliee 1 1 1 1 
Mhcellaneoua ll 1 8 7 1 5 

Total Answers 548 343 245 88 1224 426 1650 

Total I nterviewe 250 160 80 40 530 200 no 
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'""""Jilt ''Mrtt•• 

8 to eD&ba our co~nt aDd oar .s-oore.q to :run1.,., 
a n.. Ullited Stat .. ia tl» beet plaoe 111 tile world - I'4 llb to balp 

keep it tbat ..,., 
u to preoerre tile treed011 ot lite - our ..,. ot U'filll, 
8 OOW1tr7 needa tba IIOIICIJ tor 4otenM ot t!MI 001111t17 aDd oar ..,. ot 

ll'filllo 
a We II&,.. to preoern D.ocraq. 
' One wq 111 which people could reall.J abow tbe IOYel'IIIMllt tile7're be­

b1114 it aDd went Ulio type ot IO'Nl'DMnt to contiDDe. 
a le''N !Mod a Bill ot IU.gbta tor 150 Je&rl, aDd we're 101111 to tab care 

ot it now, 
5 to upbol4 t!MI Bill ot IU.gbta, 
' We're pre...-rl.qf our - rl&bto, 
l to MintliD tbe - tara ot 00Tel'DMnt we !Min now. 
8 To oa 'N our trellloa ot tba D.ocr•01• 
5 Proteot1011 tor Tat»: tlailT and 10IIJ' tlstoare, 
2 To balp lllke our countr7 late tor d~01 - I lo.e treedoa aDd bolide 

will help keep it. 
5 Te lllke au:r COUDtr7 tree. 

'l'o inaure our wq ot ll'filll tor our abil.drea, 
2 le want to help keep au:r COWltrJ' a deaocra01 and oate tor our obil.drea. 
2 'l'o inaure tba contim1ed 1114epelldence of our COWitr7, le are all part 

alld parcel ot tbat re~ibilltJ, 
2 'l'brou,b. bu:Jilll ataapa, our countr7 will be a tree countz7. 
' Inaurea protection ot our waJ ot l1winl, 

To aa!IIU&1'4 ._raq, It' 1 tbe 10Tel'DIIInt1 I IIOD&J to atart wltb, 
'117 oaltlab 1.t 70U don't bu,. 

a To oawe our ccwatz7, 
It " want to keep our COWitr7 trM or to prelerft our ril.hto, th11 

... t be ....... 
6 To 111....-. our treed011 . 

lotebliob treed011 tor t!MI 1e111r&ti0111 to coae. 
Do J'WJ' cllty ud ..... 10IIJ' lo14o. 
We or deatb ot nation - cu't atterd to let t!Mia rWI ... . 

So tbq D&J ell,j..,. t!MI Ubertilo u tb8)' alW&JI ban. J'l'Wedoa, etc. 
l Oar wq ot lite 11 ant1Hl7 ditterat troa .bio nat1ou' wq o! l1.te. 

We ••t oate and a1j ~01 and 111 Cl'der to do th11 we 11111t coa-
tr1blata wbate ... r .. ou, 

le ••t buT bondo or put up wltb 1l&T81'7o 
Tbe aoot 1a portant thilll 11 to protect tbe IOYernaant. 
It ia proteot1111 our country our Uw11 and our treed011. Paople ahould 

oaor1tioe &DYthilll tor tlda. 
2 le don't want tba1r 41ctat1111 ower bare. 

To balp alo111 111 our wic\ol'7. 
Help tl» co.,.rnaent to • .,. ._r&01• 
hM f'roa threat& ot priMDt a1lit&l7 tJrant&o 
To .. .,. tba oecuritJ ot tb.e Ullited Statal - treed011 ot opeecb aDd not 

be d1otated to. 

Regraded Unclassified



:156 

,..,,.. .1K laWfele!E .. Ja jmt M!AJau 

I Ia ll&ft uled 80 -~~~ Mterial to llelp Or•t Br1t&iA tll&t .. IIMil 
to replAII!IIh aD4 bwT tll& lNodl;r DM4ed • teriala, 

U fo llelp loQ1l4 &oocl llhipe &lid pl&Ma, 
U GOYeJ'IIIIeDt DMCla 8all'a callh for eqllipMDtJ C~t Mecla tiM 
~ fw ..-itioR ADd equipMDt, 

8 fo •wort - -.r Prec:ru wld.oll ....U _,. to bQ.1l4 &Dd .t..t&iA 
the ban ~ ... Jl&v. 

T Aipe, pl&Ma ... tulta Mat_,. aD4 tbt.t1 a ..,.. "7 of pttac it, 
,,.......,..._,, u..-.....u. 

U Ta liiQ' claf- •tedal.i ao 1-t au ll&w tM tlulda for war 
D&teriaJ.a, 

lG It wUl llelp - bOJ1I do,ill& tile fi&bUD&. 
' To pro-to t.be ftl'o 

I Pretooto all t.be M7• wbo bt.w to ••· 
' The l.:ftiT, .. ,. , OD4 .ur , ....... t ... kapt ••• 
I Ia aaad the D&terialo that au lie bou&bt witA tbia -..;,. 
I h1141JI& 11V •torial, 

To beat tll& war 1D p:ro'fidiDC •twiol. 
'J'be _.. _,. t11q au 1ot to pDt 1D D&toriola tU quickar tld.a 

IIV will be crnr. 
To llelp olotlle tile l.:ftiT. 
a.lp cat "-ba to 11:111 tile lopa • 

• ... to nppq tile U.· 
ao .. ..,. bt..,. -.p -su. to a., J100PU ~rea 1lmi41DI ..... _.,.. 
To 'llair .-. 

I a.lpe an t.M -.uoa. 
Tllr.ap loQUc tUM ~ it llelpe 1D DODUf~uriDC 1D wbicb I / 

won, kaapa • 11aq, ....s llelpe 1D kaapill& .. out ot war. 
U .. are Pial to Uok tile Jl&aia, DMCl lota of_,. to ln&1lAl 

~~ar -su ... 
To lluo aDOQ&Il •toriala to atop tile Japa. 
OoUDtrJ doaa IIMil the _,.to biiT clefODaa •toriola, to Uck tile 

lapa, IIObod;r oorrba abwt Bitler UJ:t 1101'•· 
01wa bo70 INdioal oaro &Dd tblD&• tbq IIMII. 
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isaJ:ld Ipteatpept 

196 Good. ( 1olid) innatooentJ perfect iDnltlllontJ a&to innatment. 
ll PaT aore intoroat thAD banka -and ;you'll ban a ... thing to look 

forward to 10 ;year a troa now wh1n tbe;y a tun. Like an annul. ty. 
Sate aa Rook ot Gibraltar. 

4 B11t 1Dnataent, tor it • • loae thi1 war, nothing will be of ftluo 
not nen tbe aone;y •• did JIAli bu;y Bond1 with. 

47 Tho aotoat alld beat iDTeatment and would balp the gonrn.ent tbrouch 
tblo war - tor 1t our goTernaont la not a good iDTeateent, nothing 
11 aood. 

19 B11t 1Dnataant for your 11011q 1 1 aatot;y and pays batter interest 
than keeping 1D aaTinga h.a.llk. 

24 Carrloo tba baat poaaible 1Dtereat1 pa)'l good iDtarestJ gina a 
good return. 

4 .l good eoulld innateent - which can, 1t needa be caebed 1D 60 da)'a • 
.l good innataent - • • lrongbt tb .. tor tba cblldron aa part ot 

their Cbriataea gitta, thoro' 1 notbiDg batter tor aacurity than 
GoTornMnt bond.a . 

1 Good lnnataent that carr1ea aood rate ot inter .. t and can bo 
caabod an;y tiae ;you need tha aonay. 

12 It the bolide aren't an;y good. tban your aoney 1an1t any good. 
6 It' 1 tbo aafoat 1Dnataent, for 1f • • don't gh'e now, our aoney will 

be wortblaaa 1t we loao . 
4 It you bon a.n;y children, it' a good to bu;y aa an inveataent. 
8 You get your 11one7 back and well onr 1D 10 71ara. 

Good way to diTere1ty your 1nTeataanto. 
6 It we win tho war they will ba • cood 1Dnataent • 

.l reason tor aatet)' la that ito&D 1 t drop bolo• a certain ti&ur•· 
!Ton it it ware~~' t a good 1Dnateent which it 1o, we ahould do all •• 

can. 
Better return on -.one;y thAD &DTthiac outaido ot real eotate. 
Sataat inTeataent - 1t countrr talla, hAIIk talla. 
Protection. 
It' 1 a good iDTeataent and tbia way ia aa good ae bonks . 
Innot in tho &OTernaant and defeat HiUor and Japan. 
Bettor than taxea, at least 7011 got 70ur 110017 back. 
Wo aay haTe a deproaaion later on. 
People tbat bu;y thea can get a litUe intereat at the end ot war . 
To help pay back our debt and thoro ia go·ing to ba hard tiaea. 
Good return on your 110ne;y. 
T)'pe of peraon to whoa bonda appeal wouldn't aa•e in any other way -

iOod inYeltaent for poor. 
It would bo auch bettar to giTa now than to baYe those other countriea 
(Goru~ - Japan) take 1t troa TOU• 

lo a1abt gat .aaathLDg out ot the iDYoataent. 
A loan and not a citt to Uncle Saa and your 1Dnateent 1a protected. 
Tu-troa. 

/ 
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1.15 Good _, to Mft •MJI eaq W1:T to MftJ 1oocl t.britt idea. 

2 To an -er 1t'a a &oocl 1nnat.ct, 

158 

It' I a 1oocl •Y to Mft - TOll b\Q' atupa aa you 11t a tow Calltl 

aod thon 7~ C&ll Oftlltu.l.lT 10t a boa4, 

1 Good ftJ' to an and bolp our IO.........,t at tbe - U... 

6 Oood wq to O&'Oe ao tlw.t 111. 10 yoara T<N ' ll ban ao.tbinl. 

e It'• a blOIIiQS for tbo .. wbo ba'Oen't ~ will-power to ..... other-

111M. 
8 Oood oa'01D.I• plan - 7f1l1 can oan to put chlld thrqh colles• or for 

tutur1 YOca t i oaa. 
S .l good aa:y to ..... , but I would not want to U1 up the 110noy for 

10 years. 
6 .l good oa'01D.II - .... n better tban Liberty Bondi . 

It'• sood oa'01D.Ia - intereat 11 araatar and if TOll b\Q' oteapo with 

..U cban&a 70il oan bu.1l4 up to a boa4. 

' It'• a roliabla 0b&Dlt0 thet gina y<N a sood way to ..... your 110noy. 

J lt'a a uic1 way to ..... and ahow ;your loyolt;r at the aao tiao, 

6 Suo IIOMJ for the dapreaai• thet1a ~. 

2 S;rateMtic aarlngo now M&DI a future for .... ryoaa • 

• It'• a cood oarlngo -better interaat rata than banka pay. 

2 Tllritt bock of it 11 IIOUDII. 
8 San your .noy in a laotlptul _,. 

2 Oood fora or o•puloory aarlng . 

s' sood •:r to ..... IMll .-uta. 
5 SaYo .... .noy and cat 1t all book at tba aDd of tba war. 

InaUUa now .. thedo ot aayinga tor Y<Nill and old. 

2 aa ... tor • rain;T clay, 
' SaYe IIOM:f tbat qht otberwi .. bo apent foollably. 

5 so .. thins tor tba future. 
2 Ton yaara fro• now tbat aonoy will coao in b&nd;r • 

Lo:r1nc out aoa.:r for youraelf by ~ bolllb. 

a Like pu tUns aonoy in the bollk. 

l! It wo can't tisht i n the thing at laaot we can ouppl:r aoaey to 

tho11 who co. 
Oi'l'ea onry real Aaar1can a chan•• to do 11.11 bit. 

8 lloat ot •• can't help in any other ftJ'• 

18 EYar:ron• can help filht thia _, • 
2 'l'o dot•nd our ocuntry &Dd to lot tba boya in our .lrrq know •• oro 

ot.andlng beii1Dd th•• 
' You teal llkl you ar• doinl yow: bit for tho co ... rnaont. 
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1.59 

Pat.d.g'UP a&.R 

U Patrlotio d»ti7 to the COI.IIltz)'J 0 p&triotio lllturOJ it' 8 tiu to 
111ow our patriot!•, 

5 fbia 11 a ltolit " - to both our COUDtzy IUid oar l>qo. 
Patriotio purpo .. OlllT (don't tiUnk tb.o7 are cood iDTeataont) . 

6 It ' 1 our dut7 - ~ociT wbo oarno a U 'ri.nc hero ohould bo s lad to 
buT all thl7 can, 

5 It • 1 tho dut71 or the people to b.olp tho countzy. 
If • • help our OOUDtr,r ill tiae ot need wo help auroolToe as well -

wo ouot all do our ahLro • 
.1.1 tar ao oaTillc 11 oonoernod it Mltoo no ditter..,co - OlllT u a 

loelp to the JOTernMnt, that1 I Wllr ner,ono 1bould want tbu, 
'fo 1Dnot ill and e .. iet our SOTernaont 11 our p&triotic dutJ - it' a 

whit our torotatbara 41d and our dut7 11 to ltoop it. 
En!')'l>o<t;r abould 4o their bit tor tho conrnaoot- it' a~ a dut7 

and poopla ollou14 bo aado to roaliao it. 
2 Ooar dutJ to halp all •• C&ll to .. ,.. our oOI.IIltr,r. 
I 8Q11Dc bond1 11 potrioti• 1D &CtiOII, 

16 .1. 1ood wq to ahoo our l..,al tJ to tho countr,r. 
4 It wo aro citiaooa wo ahould ho w1l.l1ll.c to Ncritico tor our futuro. 
6 Tho pr .. idont wants ua to and " obould oooporato. 
4 .1. aood wq to ohow tai tb ill our countr,r. 

18 .1. ci then' 1 d»t7 to Ida cDUIItrJ. 
6 Boot tiao to proTo that DuocraCJ 11 a liTing thinl• 
2 !xprOIIion ot oootidonoo ill our type or GQftrnaont. 
6 .1. &ood .l.aoriC&Il1 I dutJ, 

PriDQt I p 0At1oo 

n ru. liftl u a chance to ward ott illtlationJ prenotl 1.otlation. 
Boot wq to protect ft1ue ot tho .l.aorioan dollar. 
ru. aODOJ rll1 buT eraa, otc.' 10 thlt aonrnaont would not ban 

to horroo aonq which .. in turn would ban to holp ptq hlclt 
thro"'h tano. 

To i.Dftlt in theH honda whln cDUIItr,r naedl 801107 rll1 probahlT 
proTOnt 1Dtlation. 

4 To pronnt intlation and paoplo putting aonOJ into lwruri ... 
4 loop ott doproaoion . 
6 Tbo bo71 ill the aorTico are doing their part - therefore, tho 

on .. at bolla abould do their part by buying honda and ateapa. 
2 Tho pooplo who'n got the aonoy ehould bey bonds bocaueo the 

IO'Oornaont noeda the aolliJ to fight tho war. 
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P.(Mt, Iitle 

Gin 10n~t __, oo •• oua proud. 1A fti,ppiq •t 
Hitloria• oo •• a:, baft a botw wq or lito bee. 

U To buil4 liP clot ... oo oo w - clotoat tho Japo Ulclllitl«r. 
a Boat tho Ax1o. 

Jl•••uUoD of \be 711U.. peril. 
Cl.ou out luro~u1a. 

4 !o bop Hitler troa ~ Oft!' . 

5 l'r..,..t Japo n- oolli.Qc Oft!' bare. 
Boat tba ball wt or llit.lar Ulcl 1a1o PAl• 

2 Defeat Hitl.n-. 
I 4oa1t WUlt to lift 1A a -trr ra bf litl«r. 
Do•troT tho cliotatoro. 
To bol.p apiAot Japua. 

5 To w!Up ~· Jape. 
loop tho Jape Oft!' then. 
l1lJ. t.booo aOOimclrelo onr tben. 

2 Boat llitl&r. 
Boat Japua. 
Oul1t ban nob t.hinc• baro u iho7 ban 1A Golf'II&DT. 

4 To llb1p Go~ Ulcl Japua. 
bop ot.Mr oo•trioo otr our ooll. 
Cooper& UOD to llok 111 tl&r • 
Boat o-trioa tl.cbtillc tho u.s • .t.. 
Holp llllolo 8aa w1A toa war apwt Japua. 

c-trr ....SO-., to bol.p tho otbara. 
Holp JAcluacl .... 1o oort of flabt.iac tor .... 
loop 'liP our aid to •&J _,. 
lot ~ to bol.p 0\ll'oolno, lloat to bolp othor uUou. 
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=oggrm~PWJ.Illlll ··­
azn'•n•.uagrw ,_ 

id lbat. llbooll4 u. .... t. do to ..u. - of -... 
~ ........... , (Get. 8})M1t18 •tMU) 

Tbl t.Ula ~ u-., tor w'llaD u4 rval anu & 
brOII4 ol&NititlaU. of people'• ........... a- t.»loal. 
-• 1lluV&t.iq Moll of t.IIMe •t.epri.M an ~ 
• \be r.u-sac Jl&lll• , __ .,.._an-... •-.­
berot_ud_Sa~ • 

.,.. ~ ~ 
Do llllat. 18 tlelq ... ~- .. ll 11 ll 
lion pNUGe ._ tbe pww ' • ., • loro PNU\IH b7 t.ll8 ~· • I • 
Oor111 -t. dolq & coed JM- II u II 
...... •al.a!T dod ... u.. lT u u 
lloue to ...... --Sac • u t 

lliHell•• a•• lt u 1'T 
Doa•t. ..... 11 II u 

total .. =· 1M Ill 800 

total. Ill~ 610 100 7110 

• Iaalllllu noll nue•"-- u• t~~rt.~wrillc M1N t.11roo1c1a 
oobool, Clburebe• 11114 tr&t.enal orplliaat.iou 1 NClu. 
UIIO~t.J pft 0~ Sa Ot.allpaJ r.ci- ,W.i­
pritlo of .....,., r.c1- ooat. or ll'fiaaJ ot.a. 
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1 

.... , . c . ., . , 

( ... • l • 

....-;-~-.,--- ·-----·--unfllled 
orCc _'s 

~"~t onen ~n,... 

of 
bus1ne:;s 

919 

&29 

429 

991 

::e·· 
or6Arr 

recei ved 
tod~y 

none - no mn11 

600 

.... 

.- • • ) 

----::'L~',,"nu;~·-~J"~-o-c~·. oT·-.,----1"!r"'::--
BonC.s .:;:-~t~'s ·~" tyne del i veries 

r-.:•nufac- : nt clorP bondr. 
t:.~red of on th1& 
todt'.y bustnPGA : h~nt! day 

375 
4oo 

370 

420 

429 

991 

1.171 3 
~ none - nc r·r il none - closed 1 ,171 

61 

61 

61 

61 

Ill 

6 

7 

& 

10 

257 

1, 597 

1 , 471 

Office or the Secret~r:• or the '=l'et'!lll!';)- . 
Divi~ion o~ Resecrch Pn~ Strtlstlc~ . 

1,255 

1,4ob 

1. 597 

500 

525 1 ,101 

- - -=----1 

!J ?]" , "O'J '>1£-!e& 1nc1udf d i!'l t LlG f1 -ure •·ere 
t ht- F'ener:•l :Ce.:erve B:-r.::r on tl\1G ur te . 

1n trPn~lt ~nd ~Pd no~ recc~ed 
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~Un "-'-' <d .. l.eo llv1ac 
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C£-\1 1a \~ ~ 4o:U....) 

~ 
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1,V • 1,_1 I 1,_1 1 ·- I ner 

I Dla•u I ~Y-ar 

I J'-\aeeatf_.. 
er Doonuo (-) 

l u.a17 I ir j I jQ II' 

Oftr I nw 
: Denllt• 1 • • ••I' 

Iori• 1 - '"' otn- • ~.OJC • 11,90) • ~.51) • )6,1» • 1,)20 
tt,., 

201 •• I.O]l 
lorla1 I -...,. 1)5,851 32.512 27,6n 10),!16 317·1 2!:1 
1or1oo I - !na1 1!9.196 50.~ ~.26o 139. tt2l 6,215 
Iori .. 7 - .U:. 21,~ 7. 3 1,019 13,517 556 
Iori• CJ - ..a A,1 52, JIIo "'·* )1,11012 1,571 

276. 2 1tt.0 
112.1 - '·' 60.1 ...1:! 

'-'al ~.017 tuo,271 $103,1ltt1 tull,.., • 7, 237 ~7.~ 7.0Jl 

~~ 12. l9if. 

lo'l.rool AU tlpna are 48p0o1\a vl\ll \lloo !rouwor ot \lloo 'Oa1\o4 1\a\ .. oa •-' ot p...., .... 
ot 1al11 ot '011Uo4 1\a\ .... 'flllca 'b.a.. 
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Regraded Unclassified



.... 
I 1'7 l,U 

1 
I 
) 

I 
7 
I 

' 10 

htel 

leri•. 

• ).911 -·--.1157 

t !jli,O)I 

• 10,11J 
10,736 

'·'" 

:1.66 

'OnDiD -- a.r.n.a :aoFIDI 

Jla1lT lal.ea - JaUZT, 19112 
Oa :lula <d la.,.. Prioe 

(Ia~fd .. U....) 

leriee 'I 

of 

• 19.791 
•• 571 
~ . ., 

~· ... l ... 

.._. .. , JJ.l fipree .... UpoaUe wi\ll tM ~ of \M 11'alte4 lt&tM • .. _, of JIN.ai' ll 
et Ml•• of 11'alte4 It&t• aan.p llollla. 

•••• J't.., .. ~~a ... 'beD n 'ef w -•• ,......, u1 wiU - --117 .u. w wt.la 

Regraded Unclassified



TREASURY DEPARTMENT lG7 

I NTER OF1'1CE C OMMUN ICATION CONFIDE .. TIAL 

DA TE January 12, 1942 

TO Secretar~~enthau 
tRO W :.! t'. H~/ 
~ubjeot : The B~~~ Si tuation 

.~eek t."nding Jnnuary 10, 1942 

SU!!lr.lar·y 

(l) Despite the huge quantiti~s of war materi~ls t o 
oe tJ:'nec! out for the war prog r am, the combined volune of 
rnr ttnd clv111an goods pr oduct i :m wUl be l1m1ted to t he 
r.v& llabl~ suo~ly or r aw materials a nd labor. Ra~ materials 
shortases and capacity 11ci tations have caused a l evell i ng 
off in the output of some i mport ant lndustrlea slnce last 
au~er. As a r esult , the unadjusted FRB lndex of indus­
trial o!'oduct1on rose only 5 points fro:~ June to Dececber. 

(2) The shorta&e of iron a nd steel scr ap has bec ome 
~ore acute and 1s limiting further expansion in steel opera­
t i ona. The Great Lakes Steel Col'!lorat i on, 1'1h i ch i s '!Or king 
almost ent irely on defens e order s , had t o close down one­
fourth of lts ooen hearth furnaces at Detroi t l ast week due 
to a lack of scrao . Other shutdowns occurred in the 
Cleveland a nd Youngstown districts. 

(3) Commodity prices continue to rise . The all­
oo~odity index i n the week ended J anua r y 3 rose t o a new 
hl Qh since October 1929, and stood 2 . 3 percent above t he 
level or evail ing before t he at tack on Penrl Harbor. The 
i nder. ia now 25. 7 percent higher thnn the Ausust 1939 pre­
..-sr level. 

(4) The BLS i ndex of basic coll!Qod1ty prices r ose t o a 
new high last week desoite OPA ceil i ngs on 17 out of 2g 
COll!.-:JOdities in the index, nartly becnuse of inflationary 
aspec t s or t he amended price control b1ll . The index of 
basic foods tuff pr ices has now risen nearly go percent 
since the outbreak of the war in Europe. 

(5 ) The forthcoming cessation of a utomobile production 
t or ciVilian use will have renercussions extending far be­
yond the manuf acturing branch· of the industry. The 
country ' s mor e than 46, 000 automobi le dealer s a nd their 
e":!ploy~ea wlll be esoecl.ally hard h1t. The freezing of car 
stocks , pending the ~ork1ng out of a r at i oni ng progr am, has 
ad~ed t o dealero' difficulties . 

Regraded Unclassified



- 2 - i G8 

General situation 

The magnitude. of the war progrem outlined by the President 
1aet weelt r a ises tne question 'll"het her the production 0~ -:~::::: 
huge quantities of ~~ar materials i n the allotted t i me will not 
require r severe curt a i lment i n c i vi lian goo C.s production , on a 
acnlo perhnps sutficl.ent to off set entit•ely (in t erms of total 
i nuustrl.nl production) the eff ect of further increases in the 
out out . of "11.1: materia ls. 'i'i1e ori tical time fnctor 1·rill require 
t ' t" t t ne neeo.s of c ivlll.an i ndustries be almost ruthlessly die­
re et·<. ed , hence shortage s of even minor ouantities of scarce 
>'t• t·ilh mc.y cause Kif e:;p~ead snutc1o~'tla . Thr prosoective 
-ll.oin tion or oassen0 er o.u t omobile production after t his month 
1f ll~cl;; to have an import lln t i nfluence on t otal i ncustrl.a l 
~r' uction , O:!'tlculat·ly sl.nce severrl r.t?nths >:111 be reoul.red 
to t·e- tool the -,! ants for use in the wnr effort . · 

i\sau:nl.ng that the pr oduc t ion of •·:c.r mrt.,~iels ·"J.ll oe 
" ~•-~~~ to tne utmost , and t h:;.t the required CP 'OF C1tl' !or such 
o~t-ril\18 >1111 event ually be ava1lo.'ble , the co::tbined volume o! 
,. ,. end c1viUan fSOOds productlon wlll 'be detet•::tined chiefly 
by :he nu"loly of ra1~ materials and of lrbor . ':ihenever a no1nt 
ls re~ched· ~<here no further 1ncrec se 1n auoplies of essentia l 
rt\1· ort•·rilll ll ( or or ll'bor) 1s possible , thA over - all pro­
duc tlon volume 1 111 tend to level out , o1noe the !)t•onuct1on of 
ctvll1cn ~oode mus t decline as rPpi c1 J.y eA the produc t ion of \ 
••: ~ :nr•tr!'1nls 1ncreaoes. 

::Vidence t hat we are approe cnin:J ouch n level i e begi nning 
:~ c.ocwlul~te . Pt•oduction in c. number of 1r.tporte.nt 1nc.uetr1eo 
··.cr l~velled out since last s=er, i nci1crt1ns that out put 
.tt bePn l1mitf'd either by a sh~t·ta e of ruc.t -rlt.ls (s. s i n the 
t•ub•er ooci s l. nc'.u~try ) , a l i c 1 ted Cl';>C.City (E.e in the proci.uc­
:.on o! non- ferrous metals c.nci. their proG.ucts) , or a restricted 
. e o~e due to sr.ortr.~es elee~nere (ee in the bu1ld1n~ materials 
~:t uttr1es) . In Chart 1 is s:to1:n tne trend o!' r.ctual out nut 
~~~· I' croup of thes l' 1n<iustt·iee .ot ;;.in u !) 1'. to~al we1, i'•t of 39 
.., :•cent i n t.~e !'RB proC.uct1on i :ldex, in co.t.>tr1son ,..ith the 
, .. ,t'uctlon trpnd for t ..::e other 1M.uotr1ea 1n t he F:\B 1ndi'X, 
~nf · ·1 th the trPnd for the coJlb1ned 1nc ex. In or i'. er t o s;~o>: 

P rc t ual levels of -.,roduct1on , the inC.exeo r re not £enson-
r.'ly I~ J urted . · 

It ~·l.l.l b e no ted. that t he r llo1d ~nvf'nc e in the co:nbi ned 
~.. indcl> to June 1941 was mc.ci.e oossible by t·isinf; pr oC.uct1on 
1n i:oth co.uoonent gr ouos , 1nte1·rupt ed only by the coel s trike 
111 l.?rll . A disti nct i'lcttenin<· out hl'.e bpen c.pnerPnt since 
!r • t JunP . :'he uncd juEted rRB iM.c:>: in :::eceol'6 r, scco~..lin-; to 
=_>-'i e-:;;1rl nrellc:in r y data, l~t'& only 5 polnts ( 3 P"!'cent ) 
' ... "''tC t .. t June !" 1gure, and 2 uo!.nt& !o-..·cr- thc.n 1n Cctoo~:~r. 
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ShOrtage ot eteel eorap beooming more aoute 

A tactor which will contribute toward a levelling-out 
of product ion in an i .mpcrtant aeotion ot industry is the abort­
age of iron and steel scro.p, vblcl:. ;;.ppeare to be groWing aore 
aerioue. Cold weather bas curtailed the collection of eorap, 
and stockpiles at mille are not available in the usual -rolume 
tor carrying operations through the Winter months. This ia 
tending to limit the output ot steel ingots, and although there 
is probably no question or the •dequacy or the steel supply 
tor war material production, it may mean that leas and lese 
•~11 be a-railable for the civilian goods industries. 

During the past week the Great Lakes Steel Corporation 
at Detroit, vbioh ie reported to be working almost entirely 
on defense orders, vas forced to oloee down ~ ot its 16 open 
hearth turnacea due to a laok or scrap. LikeWise the Otie 
Steel Company at Cleveland had to close down 2 open hearth 
furnaces for the same reason and vas confronted With the 
poeeibil1ty ot additional curtailment this week. In the 
Youngstown district , further shutdowns raised the number ot 
open hearths made idle by the eorap shortage to 10. 

Deepite t he aorap shortage, the steel operating rate ia 
aoheduled this week to increase l.~ pointe to 97.8 percent ot 
oapaoity. This rate, however, still does not quite equal the 
rate prevailing just before the holidays. 

Steel and pig iron production recorda set in 19~1 

In view ot the scrap shortage, it ia ot interest that 
ateel ingot production vas maintained in December at 9S.l per­
cent ot capacity as compared with 9S.3 peroant in the pre­
vious month. Product ion tor the entire year reached almost 
8},000,000 net t one, a gain of 2~ percent over the previous 
peak figure set in 19~0. Pig iron production also rose to 
new he i ghts last year, exceeding the previous record set in 
1929 by 18 percent. In view ot the heavy demand tor pi g 
iron, it is encouraging to note that daily average produc­
t ion i n December rose 3 percent above the previous month, 
and t otal monthly output ~ceeded 5,000,000 net tons tor the 
first time on record. 

Commodity prioea continue upwar d trend 

The BLS all-commodity index in the week ended January 3 
rose o.; percent, making a t otal gain or 2.3 peroent since the 
Pearl Harbor attack. (See Chart 2). This further gain carries 
1t to the hlgbeet level a1noe october 1929 , and represents a 
total rise of 25.7 percent since the August 1939 pre-war level. 
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A rurther rise in the all-commodity index aee~e probable tor 
the eeoond week or January, since the BLS i ndex or basic com­
modi ties in that week again turned sharply upward, reflecting 
in part the inflationary aspects or the Senate ~sndmente to 
the price control bill. (See lower line on Chart 2). 

Although the advance in the all-commodity index since the 
Pearl Harbor attack was led by a sharp increase in prices tor 
tar- products, ~ountin~ to 6.7 percent, thia increase vas 
alaoat equalled by a 6.0 percent advance in pri ces tor ohe~oale 
and allied products. Prices tor this group touched a 14-year 
peale. The sharp increase& i n prices or ohe~ioale reflected 
increased demands tor agricultural purposee, ~ore extensive 
substitution or plastics tor ~etals, and higher require~ente 
by Canada tor manufacture or explosives. 

The BLS price indexes of basic commodities, both rood­
atutfa and raw materiale, rose to noticeably higher levels 
last week despite the fact that 17 or the 2S commodities are 
under price restriction&. (Bee Chart 3). 

The roodstut~s i ndex again rose sharply, and at the end 
ot the week was nearly SO perce.nt above the level at the out­
break of the war in August 1939. Among the do~estic commodi­
tiea , cottonseed oi l and rosin ~ade the largest individual in­
creases. Grains showed substantial strength and cotton prices 
ranched a new seasonal high. Among t he i mported commodities, 
sugar , flaxseed, and wool prices advanced. The sugar price 
rise r esulted !rom increasing t he ceiling on raw sugar prices. 
At the cl ose or the week an ~endment was made to the schedule 
ot r efined sugar pri ces t o bring them into line with the price• 
of r aw sugar. 

Price control bi 11 ~ended 

Amen~ents to the price control bill added by the Senate 
would a~ost eliminate rarm products from any erreotive con­
trol , and U' the bill i s adopted in its present form its use­
ful ness for preventing an inflation spiral will be ser iously 
in doubt. As the bill now eta.nds, the Secretary or Agricul­
ture ~ust approve any action taken with respect to farm pro­
ducts , and no ceiling price may be established on any agri­
cul tural commodi ty bel ow the highest or t he prices determined 
on the tollo~~ng baeee: 

( l) An •e~ergenoy wage parity price , • oalouleted on a nev 
baais, in which wage rates are incl uded with a weight 
or 20 percent and the termer index or costs or goode 
bought by r~ers is given a weight ot SO percent. 
According to Senate testimony, thi s would raise the 
parity level approximately 21 percent. 
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(2) The average price tor such coamodity in the period 
trom July l, 1919, to June 30, 1929. ' ' 

(J) The market price on October 1 or December 15, 19~1, 

whichever ie higher. 

com;oditY Cr edit Corporation otters cotton s t ocks tor ga}o 

Government-owned stocks ot cotton were ottered tor aale 
by the Couodity Credit Corporation on January 5, W1 th the an­
nounced purpose ot aakir~ •vaUable to the aUla cert ain de­
sirable grades and ataples. Since the offering price of 19 
cents (based on 15/16 inch middling cotton in Carolina mill 
areas) 1s not much above current market levels, the ot ter 
ebould have considerable effect in stabUi &ing prices. Thia 
follows earlier action to release wheat and corn from Govern­
ment stocks, which has already bad a dampening et!eot on 
epeculative activity in the grain markets. According to one 
current trade report , "The main dampening influence on bulliah 
activity in wheat and corn is the Commodity Credit Corporation's 
off ering ot corn at practically the curr ent cash market basis 
and or wheat only a little above the preaent price level ... ,, 
It is estimated that the Government agency baa sold 7,000,000 
or 6,000,000 bushels (or corn) 1n the past week or eo. • 

The Commodity Credit Corporation also announced last week 
that total sales or cotton tor e~ort to forei gn countries 
under the e~ort subeidy plan, t hrough .Ianuary 2 amounted to 
214,000 bales, or which 17~ , 000 bales were sold to Canada. At 
the same time, it was announced that the Surplus Marketing 
Administration, under its program tor the e~ort ot cotton to 
Canada, bad sold nearly 177, 000 bales. Both ot these programs 
were put into effect last Septeab er. 

Aytom9b1la pro4Motion tor civilian use t o be stopped 

The recent announcement or Administrator Henderson t hat 
production or passenger oars and l ight trucks tor civilian use 
will be stopped around the end ot this month ._e followed l ast 
week by an announcement that the production or medium and heavy 
truclta tor civili an use wUl come t o an end after Karch l. Co­
incident with theee announcements , it was indicated that re­
cent output schedules tor passenger oars and trucks 1n the 
interim will be r evised upward,reportedly to allow manufacturers 
to use up s tocks ot parts and materials. Thus output ot around 
200,000 passenger cars will be permitted this month, whereas 
tlte January quota had orig1nally been slashed t o 102, 000 units. 
Likewise, the Pebruar7 production quota tor heavy and mediua 
trucks is being revised upward. 
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Automobile output ban to hnve wtde reoeroussions 

tn oonnec t ion >:1 th the bnn on a utomobile oroduction the 
~p!: hilS also prohibited the sal e Of netT cars and trucks ~end­
tn ~ the ; orl~ing out of a r a tioni ng program. This move froze 
r.n sst1mnt ed ~50 , 000 new cAre i n the hnnde of dealers who are 
confronted 1.1th serious financing problems as a reeuli. 

\/h1le much attent ion has centered on the d islocatione 
11:.1ch the ban on civilian automobile output will impose on 
the mt'nufo.cturine branch of the industry, t hose engaged i n 
the selling branch a1·e likely to be hArder hit. AftDr a trane­
tt1onal period , most man~facturere and t heir employees will 
~oubtlesn become h eavil y engaged in the production of war 
~rtorlP'" · On the other hand, the country ' s more than 4o, ooo 
~Plers coon >~111 be receivine; no additionnl new products to 

•ell Pnd will bP able to dispose of existing stocks only under 
?rescribed l i mitations. Moreover , many employees of motor 
vehi cle de~lers, who numbered more t hnn 300, 000 in 1939 , wi ll 
be thro,·n out of work. I n addition to t hese more 11'ill:led1ate 
~n~ obvious erfects, the ban on civilian automobile output 
•·lll hl' vP repercussions extending tar beyo nd the industry it­
srlf . Among others , an important source or Federal excise 
to..~ collection a 11111 be cut off. 

National income at $97 billi on level 

Retn1l trade hns been stronely supported by the sharp 
•nt:~r~ sl·tlnr, in national income, llhlch got under >lay around 
th~ ::li<ldle or 19~0 . This up>lllr d trend continued i n November 
l'en n•·ticnnl i ncome rose to a neu hi!:,b at an annual r e te of 

nP. rly 97 bi ll i on dolla rs . Moreov~r, s i nce the rise in 
n~t1'lnnl i ncome in :!ovember lies more r api d than the rise in 
llvin· costs, t he estim~ted purchns inc power or national i n­
coae also moved up to a new high . (See Chart~) . 

As a result of the r aoi d rise in consumer incomes, mer­
cttr.nta generally hnd anticipnted a eocuwhnt hi gher level or 
business ln December t han actunlly developed. Following re­
lrtivcly narrotl gains over yea r - earlier levels in t he t wo 
weeks e.tter the Pee.rl Harbor attack, departtoent store sales 
1n the ~:eelt ended Dec ember 27 roos !l.o percent above the cor­
t•espondlnt; period ln 19~0 , thou. ·h the com1)nr1Son 1B affected 
by Dn extra ore-Chr1.St tnaa shopoine; dny in that >leek t his year . 
The anl~a ~ni n in the ueek ended J anunry 3 declined, but still 
r~n 27 percent above year- earlier level a . ( See Chart 5) · 
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TREASURY DEPARTMENT 178 
INTER OFFICE COMMU NICATION 

DA n Janua r y 12 , 19~2 

TO Secr:~enthau 

tLr . 7/'( 
Employment under t he Wor k Pro j ects Adm1n1stra t1on dropned 

rro~ 1 , 0~6 ,000 persons t o 1, 0~1,000 persons during the week 
ended December 30, 19~1 . Thi s was 5 , 000 leas than the pr ev-
1ouo week ' s employment a nd 19, 000 less than the number ot 
~ereona employed at the end of November. 

Attachment s 
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rut en41ng 
1941 
11&7 7 
11&1 14 
11&7 21 
11&7 28 

June 4 
June ll 
June 18 
June 25 

Jul7 2 
Jul7 9 
Jul7 16 
Jul7 23 
Jul7 30 

Auguet 6 
Auguat 13 
Auguet 20 
Auguet 27 

'IOU PROnO!S AJIII.IMI8ftUIOI 
~er ot Workere z.p1o7ed - WeeklJ 

Ullited 8tatee 

Septeaber 3 
Septeaber l.O 
Septeaber 17 
Septeaber 211-

0otober 1 
Ootober 8 
Ootober 15 
Ootober 22 
Ootober 29 

llo•eaber 5 
lloTeaber 12 
NoTeaber 18 
Nonaber 25 

Deoeaber 2 
Deoeaber 9 
Deoember 16 
Deoember 23 
December )0 

Source: Work ProJeota Ada1n1atrat1on 

1,442 
1 ,11-23 
1,11-10 
1 ,368 

1 ,172 
1 ,030 
1,016 
1, 025 
1, 03li 

1,~1 
1,~2 
1,~3 
1,M5 

1,011-3 
1,0)7 
1 , 0)5 
1 ,0)3 

1,032 
1,037 
1,0110 
1,o44 
1,~7 

1,05Q 
1,056 
1,0'58 
1,olio 

1,063 
1,060 
1,055 
1 ,o46 
1,o41 
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WORK PROJECTS ADKINISTRATION 

Number ot Workers Employed - Monthly 
United States 

180 

Number ot Workers 

1939 
Jul y 
August 
Sept ember 
October 
November 
December 

194o 
January 
February 
llaroh 
Aprll 
Kay 
June 
July 
August 
September 
Ootober 
November 
December 

19~1 
January 
February 
!!arch 
April 
Kay 
June 
Jul y 
Augus t 
September 
October 
Novecber 
December 

Source: Work Projects Adm1n1etrat1on 

(In thousands) 

2, 200 
l,g~2 
1,790 
1, 902 
2,02~ 
2,152 

2, 266 
2 ,32~ 
2, 2gg 
2,092 
1,926 
1,665 
1,701 
1,691 
1, 704 
1,779 
1,g21 
1,g7g 

l , g95 
l,gb7 
1, 70S 
1,560 
1, 'l-64 
1, 36g 
1,036 
1,045 
1,033 
l,o'l-7 
1,o6o 
l , o'l-1 

Monthly t1gures are weekly t1gures tor the latest week 
or the month. 

Tbey 1nolude oert1t1ed and noncert1t1ed workers . 
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TREASURY DEPARTMENT 182 
INTER.OFFICE COMMU NICATION 

DATE J 8:>USl)' 12, 191J2 

TO Secretary Morgenthau 

Mr. Dietrich 
ST RICTLY CO NFID ENTir\L 

Ort\ci~l •~h• ot :Sr itish-o:::-.:! .iollN' oecur 1Uee Wider the ... . tiD£ order 
o!r•ct\vt Febr~ 19 , 19~: 

$ ?roeeeda of 
ShN'eo Sold 

$ Proceedo ot 
Bonde Sold 

~· - "' '~ 
11 

J._n. 1 
2 

' 

s,.lu f ro:a 
Feb, 22 , 1nb() t o 

1111 
1111 
li11 
llil 
llil 
llil 

liil 

D•c . 27, 1•41 281 , 856 ,896 

Srl u troD 
••b. 22 , 104o to 
J&n. 3. 1942 281 ,85(i , 896 

~~octtds of noc-Teated securities sold 
~·c . 22, 1041 - Dee. 27, 1<)41 

· ':'lrocef"dt o! non-•eated. eeC".1ri ties sold 
S•ot. 1, 19}0 - Dec . 20, 1941 

t' ,r~ctf"dt o' non-vetted aecu:1t1e a sold 
S. ·t. 1, 103'l - Dec. 27 , 19L1 

Nil 
Nil 
1111 
1111 
1111 
!Ill 

Nil 

'l'ot&l 

Bil 
ll!l 
llil 
Jill 
Nll 
1111 

U1l 

800 ,000 

24<>, 000 , 000 

24<>,800 ,000 

GRANl> TOTAL 

0 " nita ool<l fro"' Aug. 18 , 1941 - J en. 3, lq42 for 

11 Sh• reo Stock Dividend sold Aug . 16 , l o41- Jan. 3, 1942 for 

5• , a2a Rltbte oold from July 24 , 1941 - J on. 3. 1942 for 

21;o ,800, 000 

56o. 0'!4.51W 

$ 

$ 

$102 , 928 
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TREASURY DEPARTMENT 1.83 

IN I IJioCft'I'ICK COMMUNICATION 

....... ~-...., 12, 19112 

STRICTLY CONFIOL! • 
Otflclal w•• of :ll'lUIIa-owaH 4t1lar INU'lU•• ....... , ....... uac 0-

ofltcUYt ltbl'11&1'7 19, 19llo1 

l o. of lb&Ho $ Procoo4t of laalaal Talv $ ProOIHI of 

loU Sbarto lo14 of :loau loU :loa4tlo14 

Dec. 29 Ill Ill Ill Ill 

JO 
Ill Ill Ill Ill 

31 
Ill IU Ill Ill 

lO>A. 1 Ill Ill Ill Ill 

2 Ill Ill IU 111 

3 Ill Ill Ill Ill 

Ill 111 I ll 111 

Salu froa 
hl>. 22, 19l!o to 
Dtc, 27, 191U 9.1117.511-Jhl 211.!56.!96 115.610 ,016 n.1m.6111 

Salu fr .. 
ltb. 22, ~ \o 
laa. J, 1 2,1liZ , 21-ll1s 2111 ,8~6,1126 !1,610,016 :n .~l!.~ 
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TREASURY I')EPARTMENT 
1.84 

DAft Jllll\lar:r 12,1942 

TO 

"'OW 

S~oretary Morgentbau 

Mr. Ka118rck. 

Subject: Shipment or Planes to British roroee 

SummAry 

1. In the week ending January 6, a total or 72 planes 
(63 combat planes) were sh1pped to Br1t1eh roroee. The 
bul k or the eh1pments, 61 planes , were eent to t he Middle 
East. 

2. Since January 1, 19~1, Curtlee Wright baa shipped 
over a t housand pureult planes to the Br1t1eh. The Curtise 
r1ghtere, together w1th tour other main types, provided 
3,!00 (or about go percent) out or the total or ~.870 
plenee shi pped since J anuary 1, 19~1. 

Mein PlAne Trpes Shinped 

Curt1as Tomahawk and Kittyhawk Pursuit 
North Amer i can Harvard Tra iners 
Lockheed Hudson (I, III,IV,V ) Bombere 
Cesena T-50 Trainer• 
Dougl as Boston (I,II,III} Bombere 

(Total ot above} 

Number 

1,005 
905 
8?0 
549 
5?1 

J,l!Oo 
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- 2 -
Table A 

To the United 11ngdo• 

Li«ht an~ wediu. bombers 
Hea'Vl' bomber• 
Ha•al pat r ol bombers 
Pureuit 
Army Cooperat ion 
Trdner e 

Total to the United lingdom 
To the Middle Eaet 

Light and medium bombers 
Heavy bomber• 
Pursuit 
AI'IIIY Cooperet i on 
Trainer• 

Total to the Middle Eaet 
To tbe Britieb Paoitio Porcee 

Light and medium bombers 
Naval patrol bombers 
Pureuit 
Trainere 

Total t o Paoitio Forces 
To the Britieh forces in Ruea1a 

Li ght and medius bombers 
Pursuit 

Total to Ruea1an forces 
To the Canadian forces 

Light and mediua bombers 
Na•al patrol bombera 
Pursuit 
Trdnere 

Total to Canadian Forces 
Tot ale 

Light and medium bombers 
Heavy bombere 
Naval patrol bombers 
Pursuit 
Al'llly Cooperat ion 
Trainere 

Total 

•••Jt •1141~ 
Jamaarz 6.1 

0 
0 
0 
0 
4 
9 

23 
0 

30 
0 
8 

0 
0 
0 
0 

0 
0 

l 
5 
0 
l 

24 
0 
5 

30 
4 
9 

61 

0 

0 

7 

72 

1.85 
fo1:al lll1P!)e4 alnoa 

iMpart 1.1$ 

1,12. 
104 
102 
311 
36 
24 

353 
5 

878 
10 

150 

95 
27 

168 
105 

11-4 
49 

55 
13 
42 

1.175 

1,671 
109 
142 

1,11-48 
46 

1.'+54 

1,701 

1,396 

395 

93 

4,870 

Regraded Unclassified
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Table B 8b1pmenta br TJpea 

Sell .uraoobra 

Boei ng B-17 
Beet on III 

sreweter Buff&10 

Ceaans T-50 

Consol idllted Catalina 
L.B.30 (B-24) 
Liberator I (B-24A) 
Liberetor II (B-248) 

Curt iss C.W. 20 
!C1 ttyhawk 
Tome.h&"k 

Boston I 
Boston II 
Boston III 
D.C. II 

Feirohi1d 24 R-9 

Glenn Martin Baltimore 
Me ryland 

Grumm&n 14Prt1et II 

Lockheed Hudaon I 
Hudson III 
Hudson IV 
Hudson V 

North Amer 1o&n Harvard II 
loluetang 

Pitoe1rn Autogiro 

Vought Sikorsky Chesapeake 

Vultee Stinson-049 

Week e·nding 
Januan 6, l91i-2 

0 

0 
0 

0 

1 

5 
0 
0 
0 

0 
JO 

0 

0 
0 
0 
0 

4 

23 
0 

0 

0 
0 
0 
l 

s 
0 

0 

0 

0 

72 

186 
Total eb1poed e1noe 
J&nu&ry l. 1941 

154 

20 
39 

16S 

549 

142 
6 

19 
,64 

l 
412 
593 

1 
81 

439 
10 

26 

91 
150 

41 

1 
351 

70 
398 

905 
so 

5 

50 
4 

4, 870 

Regraded Unclassified
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(" 
Tnble c Plene Shipments to t he Brlt lah by IVPek !l 

00 Week Llllht and Heavy NAVal Army ~ Ended medium Bombers pAtrol Pursuit CooperP- Tr~t1ners Totd 
bombers bombers t lon 

Weekly Aver81le 
or Sh1!)menta 

1n 1941 32 2 3 27 1 2S 92 

JAnuary 6,19~2 24 __ o __ 5 30 4 9 72 

TOT.&.L-Shl pmenta 
alnce Jnnuary 
1,1941 to 
dAte 1 , 671 109 142 l,44S 1,~54 4,!HO 

Regraded Unclassified



VUl,.. ple ..... .a, .. fall...UC ..-1. \a, .. -.rleaa -... •• , , • IH"'' 

•ror ru tw• , .. .._...., at \loa tnuur . 

.. ,_ ..-1. •· rr. ,.._ rr-u, ...... ,_., •. 1~. ,_ 

h.-l~..\f •' •''"~ al.., \e u . hftcra~ll 3(a) of Acn••••' ef 
loprll ~.'11-lMe , .. pre..W. fer aulae W. I, .. u .... MallaUe \e 
\lie heN. 1M '"--7 11M .. , .. ret ,u ..... ,_a wl\11 .. llare 
~ .. H ... e\ \e \11&\ affM\ llae '-- r-heA \7 , .. .._al 
.. _ ...., at ... , .. ,... \loa e.\nl .... , ftlaa. .... - .. 
O..\ral leU 11u .. un" \loa ,_.,..., .. _ JeU at ..., Tark .. 
' "_._ .. 1a ,..._,. 3(•) . , .. .., • .,.._ .. __ , 1a • · •· .. uar. 
wUlM wMltM\e \lie ...... . 

I'D: 411: l/12~ 

' 

Regraded Unclassified



I 
. ·"'-·-E.. ~- OJ' T .. L.Co(..oo ·.:liT 

...rl&rioan ;;nba .. J , Ct.uJ:li>ki n&, Cll.l r.a 

, : January 12, 1942, b ~.a. 

"' . : 17 

'l'bb t ol eGl"&m 1e r r om ~b.• .Jeoretary ot tile 'l'rnat.r7 

... ,u 11 t~ .,..r, "'• J.:onuel l'ox, 

1 •• 1s t <i lo,.rW!I n.tora t.o n<. . 27 4c.t .. .1 U..e . t ... of 

•• w.r~o 11142 , .)'<>ur '1'1 -12, 

·• co\..l4 not oolllpr el..l(,c\ • • r 1 ol;....rl.Y /OW" iuqt>lJ7, 

• 4eeor1o~tlon o: t .. o <AlN~d ror .a.<i-'<. ... 1-t.ro ill .-or1oo.n 

o~<ruuc7 nvtulabla t o tho llo..r.! 1a hen n . ..rct;rc.,•h ) (a) 

.J% .£1'•0 Ollt ot ".,11'11 l , 1 'JI, l, ~ , ot. t .erv ll"T uOt bea n 

u.ll>' ,YUa.ll .~-uro he>&<lcl. by t ho 'truaur, "it!. dollu.r o \'.e cauae 

t .. t • ., •• ral !.o.s•rve l>nnk or '*"' for lC l.uo not r eoe ived 

1ro.:~ t.!.o O:e ntrul Bllt>lt or ~l. llW a ro ueaL 1.c t ...u t effaot., 

J.'lle l'o.nd will 1>11 01'&.!1 t.ed t!uo .. ,. r ,r \a ~• L. -OI4tlt in 

or to an dolll:.r a jut •• .o.n all t •.•. e "' <.1 .a .. orvo ..l4!1k 

.u boon no 1l1ed by Ul41 O: e11tr-.l ""-'" 1r. t..,e ,.... ~; od 

•ru or 1 b.td ill l)lll'llV'ftph ) (a I , 

lilU. 

• 

' 

Regraded Unclassified
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PLAIIl 

Chuncl:inc 

190 

Dntcd Jnnunry 12, 1942 

ncc •ti . 6: 36 a . m. 

Secretary or Stntc , 

\/nshinzton . 

roG:i:T . 

33, Janucr;,~ lZ , 11 c. . t 1. 

':'F 15 . 

COHFID'::HTI/.L PROII FOX 1'0 :1 T::E SECilETAnY or ?:I~ 

•nr:::.suny. 
" Jic.vr brrn requr.stcd by Otnrro11ss1mo and Dr, 

i:unc to return fo r brief period to rcpo••t to you 

on tltc Chinese int;;rne.l f1n:.ncin1 end econonic 

"ituc.tion . L£.c.v in;: to!!'!Orr0\'1 ct ~1 hours notie£ . 11 

OAt;SS 

ZDI .. 

Regraded Unclassified



c 
0 

p 
t 

Dt))&J'beat ot State 

Vaohlncton 

191 

In rt'Oly reter to 
7D Sll . 51/ 4112 Jo.nuo.ry 12, 1942 

The Secretary ot Sta te pr eaento blo com,11=ento t o 

the Honor,.ble the Secret1U7 o! the Trar oury Mli l'llclooea 

• CO'J1 ot 4ea!)lltcb Yo. 3172, lillte4 Dece11ber 23, 1941, 

!roo the ~er1ec.n Eobaae7, H.abNU\, Cuba, concerning sale 

of Vnlted Stateo Detenae Bon4a ln Cuba. 

Tbe Secretory of Stete would a~>reci~te being &4Tiood 

r 1 to the reply to be udo to tbe :ElnbllltY concerning the 

4ee~tcb under reference. 

:!:olc1ooure: 

l b: CO'Oy 
l -13-42 

Deapatcb No . 3172, doted. 
December 23, 1941, !rom 
~baaay , R&bena, CUba. 

Regraded Unclassified
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0 

' 1.92 
f 

Jo, 3171- 'e)=· IM-'w 1], 1~ 

!ho Jo110rablo 

!llo loorotv7 ot haw, 

llrl 

I llo.To \llo boaor \o 0110looo cow ot a oolt~ono\oi'J' 

-raiiA• 4&\M Deooabor 19, 1~1, prope.rM liT U.o ~-eroial A\ta.olle, 

wtU. rqiiM \o U.o oale ot U.o 111lHM I'-'"" Dot•oo JoDAo ill Oulla. 

I acroo with tho do~ oxproooM ill tho oaoloiM •0110rancla liT 

tho ~•orolal .lttaclle, 8114 ill "!' opillloa, U.o pooolbllHT of 

ooll1Jic 111lUM I'-'-• Dot•oo Jollil1 abroM appoaro \o bo vorU. IWT1ac, 

oopoolalq illoofar ao the loll of OW>b boa4o ill Oul>a 11 coaeoraM. 

M....,...-,_4&\M 
Doo .. bor 19, 1~1. 

UM/w, - sao • 

.l \II'U cow of \llo 
1!.po4 or1c1aal. 

Regraded Unclassified



l:nclosure t o deot-• tch :lo. 3172 
of December 23 , 1941, fro2 t he ~mb&a1y a t Hab&na 

U!r . A:~bUIILdor 
(:'r. ··r h!• 

(COPt) 

Rab•na , December 19, 19~ 1 

UE:!O?.At!W'..! 

Se.le of United Statea Def onoc :Bonds in Cuba 

1< •l .J 

~ 111 iheeler of t he ~erieen Ch~~ber of Co~erce called oe ~ester~ 
to •·:- t • t ~~ the lut 3oar~ lleetin~ of t he Chal:lber. on Dece:obar 17, the 
:irrctort hod decided to offer the servicea of the Ch~•ber in t he sP~e of 
'·n1ttc! St~t.et Defense Bond.s 1! it were found t hat their services •ould be 
uaet'ul. :.111 l.heelcr lnqu.1red whethe r t h .. i::..,bPtiY h.-t' err:t s~~stlons t o 
orrer ln t :1 h connect loo. 

I told :Uos \/heeler tha t accor d!n" t o ~ey i.~for:lll\tion , wh icb hu been 
conf!roed by ~r. Fi ndlay of the Chase !ank, Un!tod St• te• Defenae 3ondo e~n­
n~t b• ool~ Pbroad and can be sold in t ho United St ::.t es only t o United 
St !\ttt c1thena. If t his is correct, and !' r. F1nd.l i\.V asGures =te that t h 1e 
h the ense , 1 wonde r Tlhether lt " ould terve MY us eful purpose !or the 
-"lb~•·~· to i nnui ro of t he De:p~.rtnent whe t :,er any chP.nse i:1 the se regul at i one 
c~n be oade . 

~r!n" ~he la• t r.orl d war Li berty ! ond1 were •old in Cuba in l~rge 
~~ntitiaa ond the Aner1e&-~ Consulate &t C1entue ~os, where I waw Vice Coneul 
at the u.,e , or,IPnh:ed e. number of Liberty Bond drives wh ich produced •ery 
•ubst~ntial ~~unta . S~lea wer e no t reatrieted to A~oric&n ci t izena and, in 
ft~ct, the lar~st ~-ers in t!le Cien!uegoz Conaular t1str 1et were t he well­
t~!o Snani&rda . 

I belieTo thnt 1t r.ould in oa~ w~·• be to our iatereot 1t t~o oale or 
U~~ttd St~te a nefense Bonds could be ~rmitted io Cuba and in other countr ! ea 
,!' t'lt ··••t ern ~c,lsnhere. Y.8.ny A~ric1-n citizens rea 1d.1r.s i n Cuba. as "ell 
aa :~~~c and other i1n~thtzers of t h' de~ocraciea ~ould doubtle ss -ish t o 
T~urc.:ate t est bone... . aO.d i n t he cree of the lar~f' nWiber of wee ltby Snen!~rda 
in Cuba wilo , aa J OU a r e awe.re , consider tht:tatlftl ae bein :; s o::enhat under & 

cloud, toey woul d be afforded a tangible w~v o! e~reasins t heir adhesion t o 
OJ.r cnuao b;..· nurchns1q our Defense !londa t o t :Ht li,i t of t hei r capacity . llort­
over , the peycholot; ical ef fect \"Jh ieh the T"Ureh~ec of t heze bones r.oul<! h.e.va 
~non t he ir owner a ie e l•o a factor th~t mi Ght be ta~on Into considerat ion. 

A few daya ago t here e~e ove r ~ deek a des~tch from t he V1:e Co~aul 
•t "uevitlla in wh ic>t l:e aloo ce.lla at ten ~!oo to ilo dea1r obil1ty 01 aut norh!ng 
\ e •~ le of oar Defense Bond& abr oad. 

·' •/cd A. : . •' • 

;•-r:·: 'OJ : 1- 1:;..43 

Regraded Unclassified
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SeoreW.r:r ot SU.te, 

54, twelfth, 

Stooldlola 

Dated JeJ>UU:r 12, 1942 

Reo'd 3123 a.•.: 13th 

1.94 

'l'hird Swcl.iah detenae loan will be tloatecl. tbh wek. It h 

41Yi4ed into tbrea cl.itterant tor.e ot bondet a 3. 5~ tort:r :rev 

loan, a 3~ tin :rear loan IUI4 •Ti~>Ce bonde ba&rill& 1Dhreet at 

3.5~ tor elx and o.....aalt JeUe, In conneoUon wltb floaU~~& ot 

new Wenoe loan boldere ot Swcl.i tb ~ bon4e ot 1931 and of 4, 5:' 

bon4o ot 1932 ar• illrtted to connr t thea i.nto new 3. 5 or 3l' 

bon4o, fetal aaount outotanding on otate loano ot 1931 and 1932 

thut to be oonTerMd 1o 234 tdllion c r owno, In addition to tbie 

MOunt it h e otlaahd that third detenee loan will &80unt to at 

leaet 700 tdllion crowno 'but DO total &80unt ot oubecrlptlone baa 

be• fixed, SUbeoripUone to 3· 5" bondo aT be Mde bet .... n 

Ja=ar:r 15 and :rebraar:r 28, 1942 and t o 3l' bonde ht .... n Jan1:11U'7 

15 and :rebi'Q&I':r 28, 1942 and to 3~ bonde between JaJJ>J.arT 15 and 

lla1 15, 1942. llxtenolTe pro-nda oupatcn tor third detenea 

loan will be la'IIIIChad under alopn 'In Daten" ot Sweden ' e Peace 

and lllture • , 

At pre" oootar ence :reohrd&:r for tble loan llinletar of 

Dlten" P,TI -• ad'ral>ca lotor..Uon on OoTer-ent 1 • tin :rear 

Plan for Datlozal Wen" &l.oh will be laid before RUradoc 

Regraded Unclassified



1.95 
- 2 -

oi:Or\1)', Par\ ot thia plaa baa alr~ ban ra&lbal 1>7 raoa11t Rlka&lc 

uololoa to a4opt a ,.,. COJiaOrlpUoa la• liT 1illloll 1111 Ual V&I.JI1Jic 

period tor ooaaoriph •a a1aed to ll5o daJa, lJI ~ 110 t....,U.._, 

u.,. upaaaion Ia poaaillb aa replaoa .. lli raaarraa ban alr-.47 btaD 

rl.,.n tull tr.lnlnr in pout :rear. lutaad tualit:r of troopa and 

thtlr tfl.lllpMAt rill be 18proYe4. .Ln7 rill be ginn greater atr11o-

1QC torot and mollllit:r b7 acqll1tit1on ot aore aut-Uc -pont, 

etroDgthtlltd ar;t1llar:r • ..re and larger armrtd cart 8J1d tanka, 

aad more AIIU-taak ""'' and b7 eetUnr u;p ot mort motorhed a~~d 

'b1070lt lotaatr,, he .illfallir, rac1Mnh AliA ho C .... alrJ racuenh 

wUl bt ooll'l'artod into tank d.otaoblotnh, In •"'7 ttre .. rill bt 

laid 011 oonetrucUon of li&bt oratt, Btw tD'bllarlnoe are no• balnr 

'built 111 almtt conUDiloUt ttreaa, more motor torpedo boah art 

bt1nr turud out AliA a Dew torpedo oarrJinr dtatrortr ot behttll 

1700 a11d 11100 tone 1a belnr plaDDtd, Tbh tn>t rill be eqllippad 

with four 12 anUaeter guu and etro~~g a~~U ... iroratt arUller:r. 

In ad41Uon t o ,.., crlli...,t alreaq agreed to by Riktclag Gonr,... 

Atilt lnttlld.o to propoae conetnet1on of third arlli ttr of .... \n>t. 

011 othtr baad thtro art 110 plallt for oonttruct1oD of A117 lart;ar 

oMpo to roplaot tho \brat old b&Hlt orlliotrt, Coatt arUllar:r 

will lit Ofl.llipptd nth COntid.orable ....-or ot ntw AObllt batttl'ltt 

'IIIIich •:r alto bt able t o operate 111 coaJw>ct1on n th arrq, In air 

force t in rear plaa h 4optn4ont on output of dome tt1c a'l'iat1on 

induetr, but it h t•otod that tottl of eiz\tt11 air flot1llae 

•:r lit ott u;p t:r.copt tor air ochool, Ooeh ill'l'olnd wert toU•t•d 

at about 700 Aillio11 cro.,.. per ....... Clcll •• onl7 6~ ot •Uoal 

Regraded Unclassified
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1- ...,. .u4 u..r.~- •• "-" ~ Aeohln un- oa 

otudarti. ot U.U,. I a ad4U loa k 7!') alWoa oroea ot or41...,. 

•JP••AUone there -• lllllrnU •..Utvee tu •111U••t.o• 
wblob Mil ...,. troa 6oo k 100 alllloa oroea per ..._ aliA aoa­

r .. >~nlDC •JPOIIA1\uroe for •••rl&l \o\al.UDC o'llollt ~ alllloa 

crone. 

Regraded Unclassified
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TREASURY DEPARTMENT 197 

I NTER<lFFICE COMMUN ICATION 

DATE January 12, 1~112 

TO ~•c rt t nry ~orpntb.a-u 

,,.0 ,. 1. r . Die t rich CO NFiD E NTIAL 
... e,t na r~d tt erllnt t ransacti on~ ot tr:e f i!!)Ortlnt.. br.a.nk& wer e as fol lo'ls : 

~old t o eo~~ere1Al concernt 
Purchased troo co~ere1Al concern• 

~M&o s:.r:r~et a t er l i n& ret:ained at 4 . 3·3/l. , e.::d :. ~re Vf' Te no re.,orted trAnt­
tu:tl\lut . 

• • .; .. nad,t:..r. dolla r continued to re\.Ct f roa l ta ree~ht r eeoveey . vlth 
or.etl.:"' U., no C\\llneaa G.el ng t ra.ns"'c ted. . :"o.ll) ' t flDAl t~,uo tatlol. vas ll-5/t~ 
lhc~l.Ct, !\& COt:1£k~ o." eJ. vlt.._ 11~~ or.. J flll·JL.r;,· 9 J..G. l ·· ·~/2.~ oc (eee=ber 30. lov point 
of l~• t accto•a ~eclloe . 

~n. •~ r,:.:. olo s: ln51 Q_Uol.at. l c,na for t he roro1 0 n cu.rrenc1etl list ed bel ow war~" 

•• fullOIIIJ: 

At'6lHtt. l n.., !),&0 ( frtt~ ) 
ar~ z ll ian milr~ l · (fr ee) 
Col ~10blan ;>••o 
/.exi can pe~:.t~o 

:;rugu~~n pes(\ lt .. ~A : 

''onezuelan ~ollr .. 
~u't .. l'! yeso 

. 2}55 

. ?5lb 
· 5775 
. 20b5 
. 5250 
. 2675 
P8r 

·e 101~ Jl'j • ~;CJ . !J~ L"l iOli I 0 t!"~fl ~'If! II ! a t l OD!\l -a~ . .,.,!li e: tt'\S ~Jc,1. Lo 
1 li ~ r ... \l'I(IJ A.CC(,Qt. vt t.:..l 6ol ..t. u1e ... lL · ··ta t.r,.ra"e t1 on . ..il J . OOV. :J.)J ...,_, 
-~~ :.1\ltl by Ul C!'!i!ll t~-! Gena:-::1 ~d . t.r.r~Uih the : ev 1or:< ASI" l C!!"ice , 

.re ?e\o,1!r 'tl --;.elerve 3e.nk: of ! ev !or .t ~l')·crtt:l t.h ... t !.l.e .:er.tral Jp_r __ o~ t he 
>lc~·,l~ c . .,u'llc ..-111 ahlp .,lJ, 080 . COJ lo 0oli f r oa ~olo'Obl,. ~ ~ <he ?e:ior .. l t o r 

lt~ ~ ~ ~ec~~t. . ~ l 1pos ltlon unknown. 

l r. ~ooooo . ·~ot aitver "~" a.;,el n fl xo1 at 23-l/24 . e qu.inlent to l.2 . b7l . 
.. c lor....,r.l ouot.>Uon aJ Vb.nced 1/ l GO. to 23-9/lo~ . en.ulvbl ent t o 112 . 7$' . 

:n. :'rw .• eur ·, • s nut·c:'ll'fl~ or ive f o1 ford n a l lv• r \WI unch."' ns ed a t. 35'"' · 
"!iJ.y r r. ... ~ .. r·Ba.tt ' '• oo t l.lement Price f or tor ct ... n • l l v,_ r w,"""~l ~1 110 uncf111 ngoi At 

: -1/~• . 

• uie no ourcl-~-tses of t.ilver t od"l· 

Regraded Unclassified



BRITJSH EMBASSY 
WASHINGTON, D.C. 

19P 

PI::RSO!JAL AND 
SECRET Jonuory 12th, 1942 

':'"'"~ "!onou rab le 

Dear ;,a. , Secretary 1 

I enclose here in for 70ur 

pe rsonal and secret 1nfor~At1on a ~opy of 

th~ latest report received froM London on 

the Mill tary a tun t1on . 

Bellevo me , 

Dear J,jr . Secretary, 

Very a1ncerel.y yours, 

(?or tho Ambassador) 

:le• r y ::~r.:;enthau , Jr . , 

Ur.1ted States Treasury, 

',/a shin.:; to n, D.c . 

Regraded Unclassified
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)r;;t HO.ll 

199 

OOPY NO 13 
IIOSTSIXR!:l' 

(US SIIOft-..,.) 

tntor=rt1on received up •r ., •.14. lOth JNuary, 19'-'· 

i!IJ..?At,; PatiO on thtt df,ht.b . 

l,\h. ~· of H.); ::Ubnar tnos t.orpndood AU' l':Al.ian 5.200 f.Ql_v,.c.::~sel' 

Ear :. or P.4l.!.ilA off ..,ich ~o o::ss lrt.er seen in t.O" . 

bltth3h1p eacor~ ~ "- crulce!" a._~cl flv~t destroyora ap,, roe,.;ohlnc TA.Rk"i~. 

fc:.ur l.or-rettoea. r ere flrod ~t lv.tf ::-n4e and a ver7 hoavy u.ploa1on W.ie:.ted 

a. s;.oaaible h\.t. O!'l: t.he blat.tleship. 

2. !.Ulls.grv 

St.h . Our (ldvnnt'e fro!ll JEDAB'tA conti nun. On t.he t"'ad "o t:L 

AGH£IU t.ho Co ldst.rcam GUArds '"or e held up in t.hf" ovenlns ft.rtoton mUcs 

rroo J1IDAiftA an" t.- e.nt;; miles l\a.rt.hr:- ::outh our col\W\D 1 ON) in con\.4et -.1th 

!me~· un-..oured C'-"r• nnr\ art1.Uery. 

erel lL"le of tht .. ADI F.L FAR:.)..il r~rty otlee South or Jf.l)APY,., but. t.t.ey havC' 

been debyed by bed co1nc nml have b6..m a u . .aelu~ by dht boa;..er£. 

dth . Cur forces :;ere he· ... vtly er.psed durlnc U'lo day. So de-

t.all.C: r tportl tt't availaole . Briti sh rfc>l'th Blf\N!XI .. Qr.&Stt.-o:: ::oust. 

nor. 'bo eor~ddoa tKl under eno:r.y cont.Nl. 

) . Ur 0t?n[S)t1Qn.ll 

i'pat.srn fr<'bt. 

Sill/9th. B!ltST l7c wns, C:ltROOURC 16 \.01\S. V1Glb111cy <U 

poor but. bu.tiU .. f!lrO Eeer. in t.he tar&ct. a.t'tJIJ. roller &4 by fh••a • 'l~O 

bcc.ber a r"~la~lnt:· 

9th. T-o Sp:1lf!.ret lit.t.ecke.l a f•ct.Gry ne .. r ftJW ·tnd :bo'". d~ 

/ 9tll/10th. 8! booocra .. . 
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9 th/1Jth . A fe'" other alr-

f\l'sufi;h~ro ; «;t !ir e v.. !1 ).)() t.or sl'ic of!" :l.itR.\T !:.!.. JH:U:! . 

e-: ~ls ; . 

.. ·-· 1 
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TREASUR Y DEPARTMENT ::01 
INTER OFFICE COMMUNICAT10N 

DATE JsnuRry 1 ., , t '!42 

SecretAry t!orrenthnu 
TO 

s•• ject : Su~~A ry Of O. C. I. nerort : 
Economic Posit i on.• 

" Tli'l OannAn Lillitory And 

1 . Tr1e Qer~qnc. nA5 7 . 2 :n1111on :::• n lr th• ,.~. g-r ou....,, 
~: - '' ~nrl :~oc-t of t: .e~~ hA ve- l een ·v1thd""ar.r: !"ro-: lr.dtu~t ry 
.~\C •r.t ~roy. Any 1o~seq 0~ TnP•e ~en cr t n• r pst fi~ht­
~nv ~ ~e r e re v1rtuplly 1rreolPCeqbl~. ?n~e~ on t~e r~te 
v:• j•f'T!f'.r. lO~r oft 1 n : t .e .?01 1°0 Crt'ft(•., 1:~"'·n t t}',o 1Pn:tAOF nq\'e 

•ro\ • b1v "~d 1.5 ~Hl tcn bottle c·~•tPlt1PS in t !le !\:lFeiAn 
... .,r, •J • to Oecem.bfl' r 10 . (Th1 f; n'J~"""" r I"'U•t be rs-r belo• 
• t,p rfJfl l !'la"'..lre, a l nce t t:; P !"1~ht 1nG" 1n R'..lq•1,. htts "lPPn 

• •v•r Al tii'IP~ mo r e fie r ce th An i n Po1nn I. <"ur :' tllt•rY 
!n·~llt~Pnce b~ll~ve~ th~t ~h~ moet r•P,on~blP P~tl~Ate 
of G•r~• n cosuelt i es to December 1 i e 2 . 0 to 2 . ? mi l' i on 
"ltn. ) 

2· Tbe s even mlllton :nen thAt left GermA n i ndustry 
~or t r.P Ar:ned forces Plnce tbe wer bA~ton , hpv e been partly 
~P~l•c ed t>.v otht> r worf.ers t otRllln'l' p lttt1e morP t hPn 
~ou• :::1111on. These new ..-o r ke r A con~ist or forel<>n c l.vi-
11•nt -- Itolions , PoleR, Cro•t • , etc. -- A ~il 1 ion p nd R 
.. nl ! T" r1 eone r ! Of Wt-r, and ~e!"t:l~n "'"OmPn . ..,U&li tRt 1.vely, 
o:' eou~a;e , tl.e recru1t.s a r e not qg ~oort ... orite r £ Pe the 
:~ !"""'JII nt\ tr.ey reo lace. :':.is l ;noAlrm,nt 1n t::P l t-,..or !'o!"ce, 
• .;; ... Ptt:Pr ,-·1th to~e :tt:'te!"'iAl C'nortA-Pt' And tran~!'Ortctlon 
~~~1c~::1eP, QUAt hsve c~uFed ~ d e c l i ne tn th~ volumP or 

!.r.J.atrll'll out""ut :.n ~er:nAn\" . :'t.~ : r1t1 f!h E>rtt-ote ti:1s 
lP~ rerre to be s.P. w.~cs, a~ 2C ~ercer.t. Al l of tr.e decl~ne 
t n c·n ut, ho .. e ver, ht.~s b t-en concentrtted on the :-oods and 
t-p rvt:~~ ovP1 1A.ble for corsu~PrF . Fr-od·.Jc:lon or '"''I!'' rr:oter-

1•1• ' ·"' l.ncrea~ed . 

; , ruPre h no relieble evtd encP tn~t elthPr tne 
·J tnllty or tne 'lURnt l ty o ~ '!l itltp:-y t:' roductlon liAS s uf'e r ed, 
"~P YPt, «tS A re!'ult of short n :a' PP of n.etol A. ':'r.~ = r t tlsh 

!"i!.,U.c t , Lo''+" jl!lover, t i:At tl:e r e ·"V111 bP n crl ~!.e ln CO,:"~f Pr 
~nct cr1ro~· dyr1n? 194? . 
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Pr~ctically a l l the eRtiT.~tee or the ~rman OP troleum 
ooeltion indi cate t hat Germany i s maint a i ning i ta. consumo­
tion by drawi ng on 1ts petroleum etocks . The British 
1n~ 1c nte that the present ra te or consumpt i on , ir me1nt Pi ned , 
"111 elChAua t Ge r man re sour ces in 1942. The O. C. I. study, 
ho~ever, beli eves t hat complete exhausti on of s t ocks i s 
unli ke l y i n 1942. 

The Russian campa i gn hee i mposed an add i t1onel burdPn 
on \r.e Ge r men transport at i on networ k , result i ng 1n some 
symotome of a t ransport shorta~e, such as the accumulet i on 
or coAl at pi t - heeds and the delAyed movement of crooa . 

4 . There is no evidence or P coll~oee in Ge rma n morale. 
!he Prooav•nds a in1stry is oresenting the alternatives racinv 
the Ge rman people as being total victory or t otal annihila­
tion. If t he German people ere mAde t o believe firmly 
th•t an Al l i ed victory will bri nv venveance and disaster, 
it ~111 take ~any sever e defeats t o bri ng about p collaoee 
or morale . 

' 
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G-2/2657-220: !lo. 598 11. 1. 0., 'II . D. ll :OO A. U,, January 12, 1942. 

S ITUATIOI: REPORT 

J , Pacific Theater . 

Philippines : Air activity continues l ioitcd. Japanese patrols 
and artillery active as more Japanese t roops movo toward t he Luton front . 
e:-: JfHm,.rv 9 United States planes bombod Ja.po.neao f orces i n the Davao Bay 
area , seer in& a dir ect hit on a shore bnooci ant ia1rcrart batter y and 
another dir ect hit on a battleship in !Lalalng Bay , setting the latter on 
fire . ~~ Ue~ative r e?orts . llo.lo.r1 Preao reports tho.t the Japan­
ese hovG occupied Kuala Luopur, and tha 9rit1ah forcas have withdrawn 
sllchtly ao\lth of tho.t city. llo furthor re~orts froo the east . Bur~A : 

L1&!'"~t air t:LCtivity co:1stitutes the only action. J:etherlands Ea~tli\cifoa : 
:;o ru.rther repor ts on the landin& at 'Taro.ka.n , northeaat of §orneo, but 
~he press reports that other landings havo been :ade in Uina~ssa {nor thern 
ti~ of Celebes Island) , :'lest Coast: !:o l'urthor r~pcrto of hostile 
&e~ivity have be~n received . 

II . Easter n Theater . 

Operations cor.tinue on the centrAl sector or the eastern frnnt . 
auu lnr. pre~sure is being extended wost of Ko.lu~;o. . The Russians cla tm 
the capture of Lyudinovo {70 miles west of Dolev) and Tlkhonovo Pustyn 
(north of Kalu&a) . Ther e ar e no important operntions reported on the 
rom•lndor of tho fr ont . 

Ill . Western Theater . 

Alr 1 Air :linistry statod this morninG tho.t Br itish bo~bers 
-.gain llttt.ciCed Brest l~st night . All tho pltlnos r eturr.ed s::;.rely . 

IV. :.!iddl~ ta.roter:1 7t:.eater . 

Crour.d z Di=dnishir.& of activity in th~ Av~eilo.-~&ed.bi~ sector 
Ia ?r obably due to s~ort•&• of f\l•l and supplloo for bot~ forces . Con• 
:t~u~d aeri~l . nav~l and ~rtil!ery bonb~rd:.e~t , bro~en by ~ir.or r~ids 
CO\•er t.ctivi~ios in the SG.lwt.- Ht..lfayo. 'oceor . 

Alr : Bo::1bina; or r ear su;>?l:..· are(L' is co:-~.tinued by both Briti:sh 
.~o:-.d Axh u.Tr"f?rces . Ax is ai r !'orce:s coat1r.uo boobi:tt c-,.lta . 

RESTRJC1Ei) 
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TREaSURY DEPARTMI:NT 
Washington 

FOR 1\EU:ASE, MORNING NEliSPAPERS, 
Tueeda~. January 13. 1942. 

Press Service 
No. 29-49 

Secretary of t he Treasury Morgenthau announced last night 

that the subsoripti on books for the current offering of 2 percent 

Treasury Bonds of 1949-51, open to the holders of Treasury Notes 

or Series A-1942, maturing March 15, 1942, the 3 percent Federal 

Farm Mortgage Corporation Bonds or 1942-47, called for redemption 

on January 15, 1942, the 2-3/4 percent Federal Farm Mortgage 

Corporation bonds of 1942- 47, called for redemption on March 1, 

1942, and the Reconstruction Finance Corporation notes of Series R 

maturing January 15, 1942, will cloae at the close of business 

Tuesday, January 13, except for the reo~ipt or subscriptions from 

holders of $15,000 or lees of the two issues of Federal Farm 

Mortgage Corporation bonds. The subscription books will close at 

the close of business Wednesday, January 14, for the receipt of 

subscriptione of the latter class. The offer to apply the pro­

ceeds of payment of the 3 percent Federal Farm Mortgage Corporatio 

bcnde and the Reconstruction Finance Corporation notes, and the 

orrer to purchase 2-3/4 percent Federal Farm Mortgage Corporation 

bonds, in each case the principal prooeeda· or payment to be 

applied to payment for a like par amount of the new Treasury bonds 

wil l also terminate at the time the books close ror the receipt of 

subscriptions of the respective classes. 

Many smaller holders of the bonds do not have as immediate 
aeceaa to their aecur1t1es, and are not aa conversant with the 
manner of entering aubaoript1ona, ae the larger holder&, and for 
these reaeona they are given an extra day in which to take advan­
tage or the offering. 
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Subscrlptlons of either class addressed to a Federal Reserve 
Bank or Branch, or to the Treasury Department, and placed in the 
mall before 12 o'clock midnight of the respective closing days, 
w1ll be considered as having been entered before the close of the 
subscription books . 

Announcement of the amount of subscriptions and their 
d1vla1on among the several Federal Reserve Districts will be made 
l ater. 

-oOo-
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TREASURY DEPARTMENT 
Washington 

FOR ru:LEASE, MORNING NEWSPAPERS, 
Tuea~a~. JanuarY 13. 1942. 
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Press Service 
No, 29-50 

The Secretary of the Treaeury announced last evenin~ that 

the tenders for $150, 000,000, or thereabouts, of 91-day Treasury 

billa, to be dated January 14 and to mature April 15, 1942, which 

vere offered on January 9, were opened at the Federal Reserve 

Banks on January 12. 

The details of this issue are as follows: 

Total applied for - $384,694,100 
Total accepted 150,047,000 

Range of accepted bide: (Excepting one tender of $300,000) 

High 
Low 

Average 
Price 

- 100. 
99 .963 Equivalent rate approximately 0 ,146 percent 

99 .970 " " " 0.119 " 

-oOo-

-.. 
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iiil/;j;CIAL AS3IS'fAliGETO ClililA 

.Present : ·•r . Cut•rie · 
:· r· . :~oley "' 
;~ . =e ll_, 
··r . 'liner• 
. .r . ~ernstein / 
\r . Coe"' 
'.1!:•. Southard ' 
l.:Z. . Bell• 
L'.r . Eornheck ~ 
1:rs . Klotz 

Janunr;t 13, l v4l 
~ :15 a .r.. . 

.l • . • JK : Am I supposed to read this? rias anybody 
el.e ~ot copies? 

:.::1 . COE : I 5ust finis: .eu it last ni ::M . 

t.. ' . J.~ : Can ~·ou ~i·:e co.,ies to these two ·entle­
l~t•? -~1 neavens , it is !l lor.:. ,e:Jot•andum. 

:::.. CCE : It is all ot• the fi:-st pn:e . 

J. • .• • J.~. : .ell , here i s the roi:1t . ':'~e C~inese 
.ill h.<tve to deci de whether they like U. 3. dollar 
currer:cy or not. I maue the l'l roposal yesterJ.ay to 
'.. of . .:.ioon ~, and he see:ned to like i t very, very much, 
e.n.i to ~i ve ;rou t he back ~round , I was;nolly i ndi scr cet 
l ast ni ~ht nnd enjoyed it . I first t r ied it out on 
anlifa.c, and it was all right . Then for onehour I 
-ot ! . .r . Churchill thinkin:; about Chinn. For one hour 
::e talked about Chinn . !le is not supposeJ to be in 
.as;.in ·ton. lie isn' t sulll'lose :i to be here . So I -ot him 
~ui te exci teu end I ·ot. Lord .•eaverbrook quite exci ted 

' 
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with the result that they are going to recall Sir otto 
Niemeyer, so he said, "He is a penny-pinching so-and- so 
of a Treasury man. He said, "He was there when I was 
in Treasury. I know what kind of a fellow he is. Who­
ever sent him out there?" So the last thing as I left 
Halifax .said, "I would like to see the telegram that 
goes out tonight on Otto Niemeyer.• He says, "It is 
going to be a pip." He didn't use that language, 
naturally. But the point that Churchill got, he could 
see that they might figure it would be a time Where 
you couldn't count on the Vnllte races and the yellow 
races had better get together. I am talki~ officially 
now. He said, "If there is ~hing the Uru.ted States 
Treasury wants to do, you take the leadership and we will 

r along with you. We will back you up a hundred percent . • 
didn' t bring up with him the question of Ran~>oon, but 

Lord Halifax told me that they have had aevera! cables 
from the Government there and the thing isn't nearly as 
bad as it is made out to be, so I suggested, if it isn't, 
that he tell that to T. V. Soong. 

-MR. HORNBECK: You say not as bad? 

H,M, JR: No, from the English standpoint. The 
last couple of days, he said, he has had their side of 
the story, and it wasn' t nearly o.s bad. But at least 
I got Churchill ' s mind on it. He was very much interested. 
They all seemed to like the idea of this business of the 
soldiers. He raised a very good suggestion. He said, 
"Don't forget the Maria Theresa dollars that they used 
in Abyssinia. We might get up a special dollar for 
China. • 

(Krs. Klotz entered the conference.) 

liR. SOUTHARD : We used to have one didn't we, Mr. 
Secretary, many years ago? 

MR. VINER: The China trade dollar. We had a special 
one. 

H.K.JR: · They would love that . Vfuat about the China 
trade dollar? 
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ldR. SOU'ri:IARD: It was a hea"7 silver dollar. 

H.V. JR: Meaning that they could--

lilt SOUTHARD: A little heavier than our standard 
dollar . To meet some competition--

YR. VIIIER: Of mints. It was a manufacturing 
prestige proposition. We made some profit on it, didn' t 
we? 

ldR. SOUTHARD: Yes. We would have a transporta­
tion problem now, I suppose, in getting heaVT money in 
there. 

KR. VINER: Of course it is a question now of 
Whether you want to get China back on aQfthing like 
a metallic standard, and .nat that would do to the 
remainder of its paper standard. I would like to hear 
Currie on that . 

VR. CURRIE: I am thinking over some difficulties 
of a mechanical sort, llr. Secretary. When I mentioned 
the soldiers, I was thinking more of the bookkeeping 
end of it . We would set up the account here, an amount 
equal to being sufficient to look after so many soldiers. 
If we put our own dollars over there, Ur. Secretary, 
I fear that you will ha~e about ten thousand black 
markets all over the place with the soldiers and the 
small people rather being victimized on the rates of 
exchange. With a bond issue, a dollar backed bond 
issue, it can only be exchanged at the official rate 
with American dollar bills. You will have an infinite 
number of quotations and speculations and a good medium 
for hoarding so I think on mechanical grounds there 
lTould be some dlfficul ties. 

H.M.JR: Oh, yes, but don't - look, give Soong 
a chance now. He likes this. I am looking ahead. I 
may be all wrong, but I thought it miP.ht appeal to the 
President and to Congress, the idea of establiShing the 
dollar as the universal currency. I mean, we have got 
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to do something, and if we followed the lead, Lauch, 
that they gave of using our money to bny up their 
trash, it is a bott omless pit . They could use a billion 
dollars to bny up their trash, and then they would have 
nothing when they got through. 

MR. CURRIE: Well, I don't want to be pedantic 
about i t, Mr. Secretary, but there are usually two 
possibilities. On the earlier stage of inflation, if 
you put up good money, you run up against - bad money 
drives out good. This will be a medium for hoarding. 
At a very late stage of inflation, good money will 
probably drive out t he bad. The other stuff ceases to 
circul ate, such as the introduction of the new mark 
in Germany. 

H.W. JR: I am amazed at you quoting Gresham's 
law. When has Gresham' s law worked in the last ten 
year s? Give me an example where it hae worked in the 
last ten years. 

MR. CURRIE : I don't think we have had any examples 
of two currencies circulating side by side. 

MR. VINER: Each one freely issued. 

YR. CURRIE : Each one freely issued and one being 
more valuable than the other . That is the only case 
where Gresham's law is supposed to apply. The only 
illustration I used to get when I taught at Harvard of 
exception was the gold in the Spanish War, and that was 
because they shot anybody who tendered a greenback. 

H.L!. JR: 11r . Churchill kept saying, "Can't you 
give them a little gold?" He says, "As far as I am 
concerned, if I could lay my hands on a little gold, I 
would be very happy." 

MR. CURRIE: Gold would disappear immediately, 
1!r. Secretary, through hoarding. 

MR. VINER: Gold is too expensive to circulate in 
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C'ninn eml the soallest coin would be too bi<;. 

H.i/ . ,TR: Lauch - excuse me Jake . 

l.lR. VUIE]{: That i s nll. 

i! . ,, • J , : The coin woulii have to be so small thn t 
it would be i nsi gnificant , but 1 am not "oina to be 
ccr tainl; a pP..rty to rrhat - and T. V. So~n -; told .ne 
honestly he couldn't pr esent a case . I said , "After 
all , '-'OU .1ave --ot all t he ~oods you want in !':en.;oon, 
t.:.d ;rou ca'l ' t begin to move then . ·lou haven 't touched 
"OUr fift;,· ~illion dollar f~:."ld . 11 (<."ld he Said, ":!ow, 

Y.no·:: tha t . " lie said, " 1 have ~ot to put it in the 
l anr-unc:e of the Generalissimo . ,.e is a ;;eneral. nOI'1 

car. l.e ~aJ ll'hei•e is -:oin" to use five hundr<:d thousand 
t :•oors? ,,,e !,as ,;-ot to have t hou in reserve and then use 
th or~ . " I said, ::on, ;;ou Lwe told ;rour story , " and he 
!:i nd of lnu~hed . But when I ~ot on this basis of paying 
the soldiers in !1. S. currenc~·, he liked it . lion the 
cU ··.rercncc was, there are two lmrortant ti.in :s . After \ 
nll, the col dier i dea was your s 1n the fi rst inst ance, 
r::Jd Lhe L. S. cw•renc;: i3 :r.ine . If r;e could ~;et cut of 
lhis thino: ::or the next two or three 1.1onths at five to 
ton onillion dollars a month, and J drove it home very 
},nrci t hll t t hls was a month to :nonth basis , the!\ we 

ct by t Jte ;;oint, are the:· --oin~ to fi ·:ht or aren ' t 
t:.c.- ·oin· to f i ·•J:t . It doesn 't -h ~ tl.c::~ the cl:cuse 
t o ~a·; , "·::·ell , ;·ou refusccl t:s a billion J ollar lo~, 
~nd therefo1•e we are t:oir.: to ~•ke peace . " So I atl 

iu3t se::ir. · this. I = not t r ·•in" to l~y dmm the law c i ther . • · ut if T. V. Soon ; would - and the iJenerali ssimo 
1.ovl d i'nll i'or thi s , and the;r l'tould be vtillin• to let 
us buy t:1em off for five or ten million dollars a 
mon th for the next three months, r.reshe.m' s lavt or 
no •lrenl.rua ' s la;·s, if I could see three r•ronths ahead 
1 l"loul d recomr.tend it. I don ' t know how you fee l. 

J.1L CVR:UE: It is just lhe difference oi' mechanics , 
r . J ecrctar · , because as you sny I SU 7 ·ested the 

soldier thing, but tha t is for the booklteepin:r. :.e 
\I041J take over the cost of oncratin ' the Bu1•ma Road 
or l11e cost of civil ;-ovcrnr. ent or the cost of a :;;ill ion 
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Chinese sol diers. We would pay int o the Chinese an 
~~ount sufficient t o equal at the current rate of 
exchan(!e to that co st . They would i ssue the fani, 
you see . As I recall , wasn ' t there some cables-from 
Fox compl ainine about the circulation of some of the 
Amer ican dollars i n Chine ? 

~.:R . BELL: In Shanshai. 

~lR. BERllSTEI N: That was in Shan~hai. 

·m. CUJUUE : They were very \Yor ried over it . 

1.!!\ . BELL: Don 't you think , Lauch, that the hoarding 
~ould come after the circulation of this currency had 
done a l ot of good? In other words, you would put these 
dollar certificates in the hands of the soldiers, and 
the;,· VIould spend them, and then after that maybe some­
body ·.vould hoard the!! . 

l.ffi. CUJRIE : That i s r i ght . 

I.!R . BEll.: The good would hnve been done . 

J,Jl . CU~ IE: My renl i'enrs cou1e in there in the 
thousnnds and thousands of litt le blnck markets and the 
varyins ouotations and no t VIo soldiers would ever get 
lhe sane-~ount for their dollars . 

1R. BELL: Couldn' t the Government i'ix a rat e? 
.. 

!.:R. CiJR:'.IZ: The money chaneers here- -

U[( . BELL: Couldn ' t the Government f ix a rate at 
twenty to the dollar? 

Jffi. COE : The Government could fix a rate for the 
soldiers . The quartermaster could be the exchange master . 
Thereafter it zets out . 

· R. VINER: Int o the market . 

1!R. SOUTHARD: Couldn't the black market be over­
come by the Gover ncent usin~ lar~e denomination bills 
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and purchasing provisions and equipment, and then dis­
tributing that? It is a matter of large quantities of 
rios and you could give very large denomination bills, 
five hundred dollar bills and hundred dollar bills could 
be used by the Government . What difference would it 
make if they were hoarded by the rice dealersf 

J.!R. BEU.: That is a thought. 

H.M. JR: Well, again, if what's-his-name is going 
to go Biblical on the money changers, I will ~o back -
I don't li.ke the idea of hiring a lot of Hess1an soldiers 
either to fi~t our war. Now, what we are talking about 
i s, can we hire a million soldiers to continue fi ghting 
until we get going? I mean, that is ths bald fact of 
the thing. 

UR. CURRIE: Well, I don't think it is quite that . 

H. l.[. JR: Well, I am going you one better. 

UR. VINER: They have something at stake too. 

H.LI. JR: llo, but if you want to be sentimental or 
anything else about it, or moral, rather than senti­
mental, you are talking about renting a million soldiers 
as cheap as we can to fight our wars. 

lo!R. BEll: I think the American currency might 
instill enlistments--

H.K.JR: That is ~torse . I wanted to make it worse. 

YR. CURRIE: Since we are using these symbols , 
Ur . Secretary, I will say this smacks of imperialistic 
practices. 

H.M. JR: I want to make it sound very bad, so that 
you will withdraw yours . 

WR. CURRIE: Because it - that is something that 
you could very properly leave to the Chinese, after 
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tiU'r.in"' it into llollars . 1.:': the7 in turn ;·;ant to turn 
the do!l~rs into currency and tal:e them back to ~~ina 
end uoe them that way, I assUillo we would have no 
ob jection . 

ll .:: . JR: Uorr, t hat is nice. 

;.m. CUK!I E: I mean, I 71ould advise a ::;ainst i t . 

h .:.:. J!t : ·::ould ··ou .fi•:ht aeainst it? 

:~. OJfCJE : I wouldn't ·.:ant to interfere ltith 
their o.-.-:1 setu? · 

li . ~ .Ja: ·::odd you fight a-..ainst it? 

:rrt. CURRIE: I ITould stronr l7 advise a"'ainst it. 
All I ever uo in 1~:r life is to advise , ~:!':ray . 

l! . :.'. J?. : You advise a-;ainst our ~ivin;~ them U. S. 
currency to take back i nstead o£ a book credit? 

'::\. CliR.!':IE : Yes . 

J! . )' . J;t : Are you 7tith him, Viner , on that? 

-"'- . n ;;ZR : Oh I I th i::!. t hn t the one ildl'Ortant 
t l'.in - is th:1t we :o ahead on : o.aet hi n:; . I tf,ir.;: that--

~. CJ~~I~ : It has ; ot to be--

l~ . n;.E?. : ·::ai t a :Unute . I l'tns -oin-; on. I a.-:. 
iopres~ed by his ar~ent ns t o wha t circulc.ti!F dollars 
1·:ould do in Chinn, and rr;; - I nm also impressed b:· so:o~e­
~hin- that I have just seen in this ,·,eJ10r~tr.<l.w. thRt I 
certainly wouldn't have illUlvincd beforehand, thr,t dollar 
bills at•e .. ore bul ky than r ole. , and I Has concerne.; •::ith 
Lauch ' s point ;:esterdny thnt E ~·ou ste.rt shi:>;1in- lots 
of -old over there , you are us in-; un val.1able t ransport 
SMce . ",'e have "Ot a transnor t proble;n even with dollar 
bills , but the issue isn 't \vhether ;rou - sorneth:n.· shall 
h~ done, I think thnt is clear. It is a ouestion or ~ ust 
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what the mechanism is. 

Now, you may recall that yesterday I said there is 
another phase that seems to me important. We have got 
~o try to help,t~em to mop up some of their currency. You 
are verr pess~stic about that, and I have no judgment 
on i t. 

H.U.JR: It is impossible . 

IIIR. VINER: You think you can't rely upon them at 
all. I don't mean so much to reduce the outstanding 
amount now, but as to act as a real brake to the extent 
to which they issue for thei r paper currency. 

H.M. JR: 
impossible. 
machinery. 

As far as I am concerned, I think it is 
They can't control it . They haven't got the 

UR. CURRIE: I wonder if you are gettin~ together 
on this? I don't think you would say i t is Lmpossible 
for t hem to issue dollar backed bonds . What I think 
you have in mind is that they won't stop the printing 
presses . 

H.li.JR: Yes, that is right. I don •t know whether 
you agree with me on that . 

UR. CURRIE: I would agree with you on that, sure . 

loiR. VINER: So you think that on that basis , there 
has to be two currencies in China to cure this situation, 
but you prefer it shouldn't be - the second one shouldn't 
be U. S. dollars and shoqld be dollar backed bonds? 

H. M. JR: Well, look, ge!lts - does the Stat e Depar t ­
ment want to ent er any objection? 'lie are get ting very 
technical now - on t he approach that if it is acceptable 
to the Chinese , we do something to help them with their 
ariQY, just that one thing? HoiV we help them for the 
moment is unimportant. 
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J.!R. HORNBECK: As far as helping them with the 
a~ ia concerned, I am sura we would not enter any 
objection on that. As iar a~ the idea of anything in 
which it would appear that we ,are doing the thing you 
character ized a little while ago, hiring Hessian soldiers, 
as far as that would appear, we would !eel that that would 
be a pretty risky sort of thing from a political point 
ot view. I talked with the Secretary about that and 
talked with Hamilton. . 

H.Y.JR: And you are willing to have us give them 
the planes and the pilots to fly them? 

IIR. HORNBECK: <h my, yea. 

H.Y.JR: But you are not willing for us to pay the 
Chinese--

14R. HORNBECK: When you actually begin to hire 
human beings to make it more or leas our hired army -
we haven't gone very far into it because , as you know, 
I only found out about this late last evening. We just 
had a sketchy sort of conversation about it . But may 
I make one observation. You have e»pressed twice 
the idea that we have the problem of ' gett ing by the 
next two or three months, getting by the period in which 
we are going to have reverses and so forth, presumably. 
Now, it would seem to me - I am just thinking out loud -
that that is not so difficult a problem if we are in 
position to assure the Chinese that we will give them 
this financial backing to the extent of three hundred 
million or five hundred million or whatever it is when 
we come to an agreement with Chiang by which he understands 
that it is going to be forthcoming, the details to be 
settled l ater on. I think that would pretty well take 
care of this question you raised, the quest ion of whether 
the Chinese are p.oing to fignt or no t going to fight. 
As you realize, Chiang Kai-shek i s absolutely determined 
to fight. The problem that we have is t he problem of 
giving Chiang and his immediate and loyal entourage 
a sufficient amount of support to enable them to over­
come any objections or defections or anything else of 
certain ~osition groups, not disaffected groups by any 
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means, but the defeatists and the appeaser groups and so 
forth and the Chinese articulate personnel. ~Tow, if 
Chillllg can say he has got the financial backing of the 
United States of several hundred million dollars, I think 
that would take care of that , and it doesn't have to be 
speoi.tied at this moment or in the next \,.,.,;,. or the u~"L 
two weeks exactly how you are going to do that. 

H.!LJR: Well, I do.n't- I won't argue now, but I 
don 't agree with you. Vlhenever I have told the Chinese 
I am going to do something, I have thought it out and 
done it , and I haven' t made them a promise, and then for 
some reason or other been unable to do it. He knows 
that . I mean, I wouldn' t promise two or three hundred 
million dollars and then say, ~e will work it out,• 
and then have it come out twenty million dollars. Well, 
let me find out how the President f eel s . T. V. Soong 
has sent a message taking this suggestion. \'fe will 
get a reaction from it. If you want to discuss this 
currency thing, Bell, if you would take this group into 
your room for a few minutes. 

MR. BELL: All right . 

H.M. JR: I would l ike you to discuss with them the 
pros and cons of sending this currency over there. I 
would like it ve~ much. Could you give a little more 
time to this? 

IIR. CUR.IUE: Yes . 

IJ .W. JR: And I will go over and see ho11 the Presi­
dent feels about it . 
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January 13, 19~2 
10 :~0 & . 'II . 

FRFF.ZINI'} - GENERAL ANILINE AND F!LM 

Present : J,lr. Foley 
Mrs . Klotz 
J,!r . 0 ' Co nne 11 

·~?0 .. _ .. J .. 

H.'f. JR: \;'ell, it worked beautifully. I read the 
thing to the Pr.' sident and he 11as ext reraely interested, 
and Ylhen I cot through he said, "Do you know what my 
ansr1er is , Henry?" I said, "No, !.lr . President. " He 
said, "~~pll , in case anybody asks you, you call sav 
that the PrP.sident has read it and his answer is,· 
' Kill the son of a bitch.'" Excuse me , Mrs. Klotz. 
t apologize to you , but I am just repeating . 

way. 

!~ . FOL[Y: Good. 

H." . J :,: I an sorr y, but this is v.hat he sai d. 

!l.l.:i. KLO':'Z: I enjoy it . 

!.~ . roLEY: I think she probably feels the Slll!le 

!I.!!. . JR: I told you I was going to repeat what he 
s11id , bu t that was his language. 

I am going t o tell Crowley myself . He has made up 
h~ s mi nd . I am J Oing to tell him that you vlill fu rnish 
ln:n with a copy of t he memorandum. 

~!R. roLEY: i\.i.ght . 

H. ' . JR: And then the President said , he •.ants to 
know who in the Army sent this stuff up . So I am boing 
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to , ~hlle you are here, call up Colonel 
"The President v1ant s to know v.ho in the 
up to neneral Anil ine t o be developed . 

Smith and say 1 
Arllcy' sent films 

MH. FOLEY: I think 0 ' Connell knows . He knows 
f rom th~ t angle. 

H. ~.JR : Well, send for him. 

UR. FOL~Y : Let's have him in here . 

(Mr. O' Connell entered the confe•·ence). 

MR. FOLEY : Joe , do you know wno it is in the A~ 
that has sent these films to General Aniline for 
development? 

~ffi . O'CONNELL: No, I don 't.We contac ted Army 
Intelligence in New York . 

II.H. FOLEY : Who is the Army man i n it? 

VR. O' CONNElL: There is a man named- there were t wo 
Army men at Binghamton. 

Ml\ . t'QL"Y: Was that after we told them'? 

MR. O ' CO!~~L: Oh, yes, no A~ man nas near the 
phce until after we told the Army Intelligence. 

H.l!. J!t: But the Anny has been sending f'il:n up there? 

~.!!\ . O' COtNELL: Oh, yes . In the plant in !lew York, 
the small plant, we found film which had come f rom 
Arerdeen proving grounds showing 

H.M. JR : What plant is that in New Yo rk'? 

!I.R. O' CONNELL: v:ell , it is the Agfa .tutsco division 
l aboratory. 

H . ' .I , J~ : Agfa Ansco, and you found fil:n there? 

Regraded Unclassified



240 

- 3 -

MR. O'CONNELL: We aaw film taken at Aberdeen 
proving ground being developed. 

H.M.JR: Ho• long ago? 

YR. O' CONNELLz It was about the 15th of December. 

(The Secretary held a telephone conversation with 
Colonel Smith as follows: ) 
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Operator: 

f!l(Jr : 

Col onel 
Smith: 

HMJr: 

s: 
HMJr: 

8: 

H>!Jr: 

S: 

HMJr: 

S: 

RMJr: 

S: 

RMJr: 

S: 

Rl!Jr: 

S: 

III!Jr: 

-~·_, ____ ~-----------" 

Go ahead. 

Hello. 

Yea, Mr. Secretary. 

Good morning. 

Row are you, a1r' 

January 13, 1942 
10:45 a .•. 
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Colonel 8m1th- I'm tine- I Juat returned 
trom the President and I gave h.1m a atory 
on the - thh Aniline Dye Coapany, :you know. 
Hello. 

No, air , I don't know. 

Well , they oontrol the Agta Anaoo Film. 

Oh, oh, yea, air. 

And amongat other things, in a plant in New 
York. We round til• there trom the Aberdeen 
Pro..-ing Orounda. 

Yea. 

Now the President eaid that be wanta me to tind 
out what Army ott1cera, on what authority, have 
they been aend1ng atutr to be deYelopad at the 
Agta Anaoo Film. 

Yea, air. Ag!a Anaco, yea, a1r. 

l now1ng that th1a ia a German-controlled outt1t. 

Yea. You aay the:r were up there trom Aberdeen 
tor development' 

That '• right. 

I aee. 

Now, thia ie Juat one inatance we r un into. 
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fi)!Jr : 

S: 

fD!Jr : 

8: 

HKJr: 

8: 

HKJr: 

S: 

fDIJr : 

S: 

IIIIJr : 

8: 

fDIJr: 

8: 

f!MJr : 

8: 
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Y ... 

llo 1t JOU 1 4 a1a4 Mkln& 1nqu1r1 .. wbu other -
he wau to lulow wbat ott1oare ua4er wboea -
wbo ol'4ara4 t1la to ba .eaat tbara, 7ou •••' 

Y .. , e1r. 

Beoeuea be .. , treaandoullJ ebookad to th1Dk. 
that tha7'4 be ean41ng ~ t1la to a Geraaa­
oontrolled ooapanJ. 

Yee. 

W1th1n tba laet aonth. 

I' l l t1n4 out, Mr. Saoretai'J. 

ADd 1t I 'a not hare, w111 JOU tell Ml'e. llot&t 

Y .. , 1a4ee4. 

!be l'l'ae1daat - he oen' t un4ere taad 1 t &117 aore 
than I oan. 

What wae the natlll'a ot tbe t1la, Mr. Secretary, 
40 JOU knowt 

Wall, Juet a a1nute. Juet a aoaent. (talks ae1de) 

One 1a a p1otUI'I ot a tank and another 1e ot 
a - both taeu - one a ten ot a tank and the 
other the teet ot a aob1le gun. 

I lee. !bank JOU Yei'J auob. I'll t1od out 
troa the Or4Danoe. 

And we ba•a prettJ good reaeoo t o balta•• that 
all ot thal8 thlnge haYe been oop1ed and 1111t to 
Ge~nJ. 

Yee, e1r. Well, I'll t1nd out r1gbt awa7 and 
I'll let Ml'a. llot& know. 

!bank JOU. 

Good-b7e , e1r. 
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~IR. O'CONNEll: We informed Army Intelligence of 
the situation that we found, both in New York and in 
Binghamton. The particular films that I referred to 
were sent from a Philadelphia firm which had a contract 
with the Army - i n other words, the V/ar Department 
sent film to be developed to a Philadelphia firm, whi ch 
was ei ther without facilities or--

B.M.JR: They didn ' t send it direct? 

~'R . O' COIINELL: No, they did not. They sub-contracted 
either with or without - that is all J•ight, though. 
They can ' t sub-contract in any Government contract I 
ever saw, without the approval of the Department. This 
Philadelphia firm sent t he film to A~fa Ansco. They do 
have some contrac t s with other di vis1ons of the Ar~ 
r irect . \'.'hen 1\e first contacted the War Depar tment, they 
said they hAd no contracts wi th Agfa Ansco . That is 
not t rue, and they, I think, are willing to admit that 
noTt . They have a contract with the Aeronautics organi­
zation which --

H.M. JR: w~n, if you have anything that would help 
to ~ide Colonel Smith - what is he , Edward Smi th? 
You (Mrs . Klotz} can give him the address . I would 
send it over to him. 

MR. O'COllNEU: I could give the names of some of 
the Ar~ people . For instance, Colonel Gregory, who 
is the G-2 man in charge in New York, has been i n 
Y/nahington. 

\fR. FOLEY: Do you want Joe to go see Colonel Smith? 
He can give him the background. 

H.M. JR: Do that . Mrs . Spangle r can arrange for 
you to go over. I think it would ~e good t o ~o ?ver . 
there . V/hisuer to him so I don ' t have to telY h1m aga1n, 
wha t the Pre~ident said. The President said, "Go ahead." 
T a.'!l going to tell Leo Crowley myself. The President 
was delighted. 

MR. 0' CONNI\'LL: Fine . 
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H.U.JR: The President's 
s .o.B.w I mean, that ia WBat 
the President feels this way, 

KR. FOLEY: We will. 

KR. O'OONNELL: We will. 

244 

reaction was, ·~11 the 
he said. As long as 
boys, now go to it. 

H.V.JR: Go to it. Get tough. I want a copy of -
write out a memorandum --

MR. FOLEY: Of your conversation with Colonel Smith. 

KR. O'CONNELL: All right. 

MR. l'OLEY: And you and Sam get together before 
you go over and get the people and the films and the 
instances and the sub-contracts and the contracts. 

H.M. JR: O.K. But I told Ed I didn't know what the 
reaction would be at the White House, but~ hunch waa 
all right, and if the President ever heard of Leo 
Crowley or an .AJ.ien Property CUstodian or the Department 
of Justice, if he ever heard of it, you wouldn't know 
it. 

KR. FOLEY : Wonderful. 

MR. O'CONNELL: Couldn' t be better. 

H.U.JR: !nd I didn't raise it, I will tell Leo 
Crowley if he ~ants a copy of the memorandum, he can get 
in touch with you, but we are moving in now. That i e 
all. I want that pleaaure. 

KR. FOLEY: Good for you. 

H.M. JRi I may be wrong, but certainly when John 
E. Kaok calla up the White House --

LIR. FOLEY: The President will know :.about it • 
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H.Y.JR: And the President's anawer ia, "Get 
tough, boys •" 

-... 
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