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H. '!.. J::t : 
P,ell whether 
a continuous 
Districts as 
raise . 

,Tanuary 21 , 1942 

Riding down this morning, I asked Mr. 
r.e had any organization Y>hich was making 
study in the twelve Federal Reserve 
to how to raise the money that v1e have to 

He said that \le were not, that vte had a man by 
the name of Villard , Henry Villard , Jr. who wss with 
us four or five months . He ca~e from Amherst . Rut 
he had never completed the report. 

So I said , "".'ell , we have got to &et the best 
organization in America v;o rking on t his thing;• and 
I was s imply Ama?ed that we didn ' t h'lve i t, and I 
said, "I wi sh you woul<l get together with Jake 
Viner and Lauch Currie and work out a plan. Also 
consult with n~:ve Morris and r-eorge Haas , and then 
br i ng the nl an in to me , but I v:an t it soon . This 
is the kind of thing a Fiscal A~sistant Secretary 
shoulc be doing , and that I shouldn' t have to be 
pushing on. " 

Bell said , "How about havin~ some advisers come 
dov.n every two weeks?" I said, No , for one day, 
there is no use. " But I said , "I got this i dea 
last night , and I want a couple of el dPr statesmen 
around me, like r.erard Sli'Ope ." I haven ' t told t his 
to anybody. If the President approves , I am going 

• 

to invite Ur. Le ffingwell to come dol\'ll, provided that 
he ldll resign from J . P. V.or1;an, because he is the •• 
first man that had a kind Mrc to say about me in ·::311 
Street . ne was fo r the President ' s gold policy, and 
he v:as c i stinctly liberal ana an advanced thinker. 

1.1:bile there will be lots of thines that I won ' t 
agrH with, it v:ill be very useful t o h!ive him in the 
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H . :~ . Jl: 
Rell whether 
a continuous 
Districts as 
raise . 

,Tanuary 21 , 1942 

Riding down this morning, I asked Mr. 
~e had any organization which was making 
study in the t ll'elve Federal Reserve 
to bow to raise the money that Yle have to 

He saic that v.e were not, that '1e bad a man by 
the name of Villard , Henry Villard, Jr. who w~s with 
us four or fi ve months . He cace from Amherst . Rut 
he had never completed the report. 

So I said, "\'.'ell , we have got to ~;et the best 
organization i n America working on this t hing;• and 
1 was simpl y Amazed that we didn 't have i t, and I 
said, "I wish you would get together wi th Jake 
Viner and Lauch Cur ri e and work out a plan. Al so 
consult with neve Morris and r-eo1•ge Haas, an:l then 
br i ng the nlan i n t o me, but I v:ant it soon . This 
is the kind of thing a Fi scal Assistant Secretary 
shoul d he i!oing, and that I shouldn't have to be 
pushing on. " 

Bell said, tlHow about havin~ some advisers come 
dor.n every two *eeks?" I said, No, for one day, 
there i s no use. " But I said, "I got this i dea 
l as t night , and I ~ant a couole of eld ~r statesmen 
around me , like Gerard Swope:• I haven 't told this 
to anybody. If the President approves , I am going 
to invite Mr . Leffingwell to come down, provided that 
he will resign from J . p, Morgan, because he is the 
first m11n that had a kind word to say about me i n v:all 
Street . lie was for the President ' s gol d poli cy, and 
he ¥las ci i s t inctly libe ral and an aavanced thinker. 

l'.'hile there will re lots of t hini"S that I won ' t 
agrfe with, it Y:ill be very useful to-have him in the 
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huilding to talk t hings over . He was in the Treasury 
as As sistant Secretary or something during the Worl d 
War, and I v1ould like t wo or three peopl e of that kind 
around . Bell thought very well of the i vea. 

·~ ·-
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CLEVELAND SPEECH ON TAXES 

Present : Mr. Paul 
Mr. Blough 
Mr . Kuhn 

January 21, 1942 
9:45 a.m. 

H. M. JR: I have to kid a man by the name of Paul 
I asked him ~hether he could take care of ~. Eccles. 
He said, "Forget it ." 

MR. PAUL: I t ook care of him, all except that 
exemption. I saw him about three days before, and I 
should have seen him one day befo1•e . 

H.M. JR: Do you think he is the great guy that you 
can take care of? 

MR. PAUL: You don't know what the speech would 
have been if I hadn' t been there . (Laughter) . 

1ffi. KUHN: That is true . 

tffi . PAUL: I would like to 

H.M.Jii.: Well, next time": .. . 

MR. PAUL : I wish I had a cop~ of what it couldn ' t 
be, that is, what he ~~uld have sa1d if 1 hadn' t talked 
with him for about a week be fore. 

MR. KUHN : Look at last year ' s and you can tell . 

3 
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H. ,~: . JR : This, on rrry part, isn't goinG to be so 
much -:1ork. It is goinJ to be a Sl)eech, and I would 
like to get over to you people, because we haven 't ~ot 
much time, \7here I differ from you and what my attitude 
is , you see, because the trouble, after I read it 
carefully, the philosophy does not express me . There 
are a lot of thinj> in there the. t I can ' t say, see. 

JJR. KlftU!: '.'/ell , I 
Randolph also has one . 
like a chance . 

have one criticisn of it and 
·:.'hen you are finished r;e would 

H. l.i. JR: I don't b1ow, 11hen I ~et throu~h, ,.1hother 
you wi 11 at:re e vri th :.le or not , but I have \'irl t ten it 
all out . In the f irst place - I mean, this hasn't got 
to do -.ith the philosophy . The reason I called you, 
I wanted the three of you to get it ri~ht f rom me . 
This doe sn't express ~e or doesn 't express Iii] attitude . 
Somebody told you, Ferdie - gave you a lot of stuff to 
say, "Get ~.:orgenthau to say t his and that and the other 
thint: at the beginning," see , and the speech r eally 
begins on pa~e six . 

~. KUHl'l : tlo , I felt that at the beginning you 
must say somethin.- about the localit:[. You I:Just ad just 
your speech to the people you are taiking to. 

ii. iJ. H : That is all ri 1ht . I dcn' t !tind that , but 
all the rest of that stufi there, I don 't want to s o.y . 

:.:R. KUHll : About--

H . ~~ . Jl~ : Oh, I uon •t mind the Pear l Harbor stuff--

!.:JL KUilll: About savin;; for taxes, you mean? 

H.J! . J!1 : '.'len--

;~ . KJ:r.: : That is t he Buffin~ton business . I 
7/anted to put that in and no bod,;· su :;~ested that to ne. 

H. i,: . Jil : ·::ell, I don't want the Buffint;ton business 
in this speech . 
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MR. KUllN: You don 't want to tal k about saving 
for taxes? 

5 

H. Jl .• JR: No . I have got one idea; and this is 
the waT I put i t. Of course quotations won' t be cor­
rect, but the thing that I wrote down here is, I think, 
expressing ~ approach and then all the way through it , 
tou see, you will have to change it. That is this: 
'All men are born equal . Now, we are in the war - " 
I mean, these are ideas , not words. "Now that we are 
at war , let us have a poli cy that all men should be 
taxed equal ly according to their abil i ty to pay. In 
order to do this we have to limit - eliminat e certain 
inequali t ies which have been a part of our t ax law for 
' X' number of years." Now, that is the theme, you see. 
You are not going to get this, but you can get it here. 
I think I should introduce the talk by giving a little 
history of the fight that I have made to close loopholes. 
If you read this speech, you r1ould think I had.n't done 
a t hing. You would think that these rich people have 
been going along for years with t hese loopholes, and 
t hat the Treasury, under my leadership, hasn ' t done a 
t hing. 

MR. PAUL: Well, we did put in about '37--

MR. KUHN: It says, "In spite of all our efforts 
of recent years." 

H.M.JR: Look, you don't mind if I t alk st raight 
without sugar coating. \'lho in the hell knows in that 
audi ence, with the possi ble exception of one or two 
tax lawyer s, who.t was the ' 37 tax law? I don' t remember. 

MR. PAUL: I bet some of the boys there do if 
they had a yacht or a farm. 

H.M.JR: Right, but let's say it. I want a history 
of What we have accomplished since I have been here in 
the way of eliminating t ax loopholes. You see, that 
is number one. I mean, the people forget . It you 
put me in the fire there, I couldn't remember what year 
we di d the yachts . I don't know whether i t was ' 36 or 
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' 37 or ' 38. Would you remember? 

MRS. KLOTZ : No . 

H.M.JR: Now, I should like , after giving a little 
history of the fight I have made to close the loophole. 
The way the s~eech is written now, nobody would know 
of the long f1ght that I have made and the successful 
fight, you see. I shoul d state the success which we 
already have had in closing loopholes, and then go on 
and state the loopholes left to close. In other words, 
let's have an inventory. You are too hard on the 
wealtcy taxpayer. Now get this. 

UR. KUHN: That is right. 

H.~ . JR : How, wait a minute, old man . 7lhen you 
consider what the Treasury has done about it in the past, 
what is our record? Up to now the taxpayers had a 
perfect right to invest in these securities . We are 
talking about state and municipals . Nobody has raised 
the moral issue . Why suddenly say to these peo~le, 
because you own a New York State bond, you are 1mmoral? 
I mean, it isn't fai r . I want to take the attitude t hat 
if the Treasury points the way, the states and cities and 
so forth, and the holders of these securities will see 
the light , but under war conditions will cheerfully p~ 
taxes on this part of their tax exempt income. I want 
to say that before - I m~an, in other words, I want to 
go on the assumption we are at war . I am sure Mr. 
Vincent Astor and 1~ . Thingumabob over at the Chicago 
Sun, that you are just as patriotic as anybody, and you 
hold these vast amounts. 

MR. PAUL: Of course, if you are thinking of it as 
a technical approach, all right. I mean, you ar~ try­
ing to catch flies with molasses instead of vinegar. 
But if you are really talking about how they do feel--

H.M. JR: But it isn't fair, 1\andolph, to say 
suddenly t o a ma:n who is a holder of a New York State 
bond, "You are irrunoral because you hold i t." 
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UR. PAUL: You shouldn't say that . 

H.M. JR: Well, you do say that. You say it is a 
moral issue. 

J,ffi, KUHN: ln wartime. 

H.M. JR: Yes, but this is the first time I am say­
ing this . You went all through ~ record. In other 
words, ~ attitude is, to these people, "You are just 
as patriotic as I am, and now that we point this out, 
and we want you to pay on your taxes. I am sure t hat 
you will." And then I say, "It is time enough l ater 
on, if they don't , to go after them." I can be just 
as tough as the next f ellow, but in my first speech on 
this thing, why not give them a break? 

MR. KUHN: You want to come out in this speech for 
taxing outstanding issues? 

H.M.JR: States, yes . 

MR. KUHN: Because that will be the first time you 
have ever said it , and you will have to justi fy it. 

H. ll. JR: But all through here you are crucifying 
the rich fellow for something which is - he has been 
doing in the case of community property tax, I think, 
since 1825 in the state of Texas, and suddenly you say 
to this fellow, "You are a crook because you don't pay 
taxes . " It is all through that thing. I t is hitting 
the rich fellow for something that he has done for 
seventy- five years, and I have never said to him, "You 
ca.n' t do t his with the conditions as they are now." 
I can't go and say to Fiorello LaGuardia, "You are 
immoral or crooked because you have just issued fifty 
million dollars worth of municipal, city, and state 
tax exempts." 

MR. KUHN: But you have gone after them hard in all 
your previous attempts to close loopholes. 

H.M.JR: I have never come out and said, "Municipals 
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should be taxed . " This is the first time. 

MR. PAUL: The other two you have. Percentage 
depletion, for instance . 

H.M. JR: Fiorello could perfectly well come back 
and say, "That is lovely. When did you ever say that 
states and cities should not be taxed?" Well, the 
answer is, I haven't . It is the attitude. I am sure 
if Peter Odegard saw this, he would never let me give 
it the way it is written. 

MR. KUHN: Well , my criticiS!!I and Randolph~ also 
was that there is too much of a class conflict there 
which wasn' t intended. 

H.l.I. JR: That is terrific. 

MR. ~1: After all, a lot of rich people, in­
cludlng our friend, Carole Lombard, came out with a 
statement about income t axes. 

H.M. JR: Well, she was the only girl that ever 
did that . 

8 

MR. KUHN: Well, that is what I had in mind. 

H.l!. JR: But the thing that I want all through 
here is this setting up of this thing, and the - and 
the particular par t that I don't like, you are saying 
to the present taxpayers, "Don't pay your taxes as 
lonf as these people can do this thing. " Instead of 
urg ng t hem to pay - now l et me show you how I cover 
it, you see. If I read this speech the way it is written, 
"Well, Morgenthau says a lot of rich peopl e are ~;etting 
it. V~ the hell should I pay my taxes the fift eenth 
of March? He says there are a lot of fel lows getting 
away with it . Y~ should I pay it?" "I want to say 
that before asking 'X' billion of tax payers"- this is 
me now. I want to say that before asking 'X' billion 
of taxpayers to pay nine billion more taxes, we should 
ask t he recipients of one billion dollars worth of tax 
loopholes to pay up, see? 

Regraded Unclassified



- 7 -

MRS. KLOTZ: I don't like that,"\Ve are all created 
equal." 

H.M. JR: Well, aren't we? 

MRS. KLOTZ: We are, yes, but that shouldn' t apply 
to the income. 

UR. PAUL: That doesn ' t go with that idea of ability 
to pay, of course. 

H.U. JR: ~ell, it is the thought. 

MR. Ktijill: Your opponents would be the first to say, 
"O.K., let's have equal taxation." 

MR. BLOUGH: That is, we ought to be created equal 
and therefore we must have unequal taxation to produce 
equa1ity. 

MR. Ktnni: But I get your thought, Mr. Secretary, 
and you are right--

MR. PAUL: We had the same criticism about this 
tax conflict . 

H.1~.JR : This is IllY feeling about the talk, w'hat 
is the matter with it, you see. And I would like to 
confine the thing just to one thing and that is the 
tax inequalities. I don't want to say anything about 
anything else . That is enough. 

MR. KUHN: You don't want to speak about t he need 
of saving up ·. between now and !.larch 15? 

H. M.JR: No , that is anot her speech. 

MR. KUHN: I feel that everybody who makes a speech 
on taxes ought to say a little about that all the time 
or else you are not going to get people to do it . It 
is not a speech in itself. Everybody has got to remind 
people--

Regraded Unclassified



1.0 

- 8 -

H.11.JR: Vlell, it throws you off the track . I 
want to get in and I - I want to get right into this 
tax inequality thing. I don't know how far you want 
to go. As I say, I might say something about writing 
your Congressman and your Senator. I have never done 
it . -what are we going to do about it ?" ~ell, you, 
the voters, have got to get in touch with your elected 
representatives . " 

MR. KUHN: Well, it said it a little differently 
in there . 

H •. Y. JR: ?lot strong enough. 

UR. KUHN: It says it is up to them. But aren't 
you going to make unnecessary trouble if you ask them 
to write directly to their Congressmen and Senators? 

H.M. JR: V/ell, I don't know how to do it . I would 
like to have you show this to George and Doughton as a 
suggestion before I give it . I have never done that 
before. Think about it. 

YR. PAUL: That would be carrying out the thought 
that we are trying to promote up there . 

H.U. JR: That is the i dea. Now, they have sounded 
ott. But if I say, "Now, look - " I call up there and I 
say, "Kuhn is available Senator, and Doughton, When oan 
he come up? I am giving a speech on this thing, and I 
would like to have you see it and get your suggestions." 
What? You see. What? Think about it . 

Now, if you have got your speech, I have got a few 
things on it. 

loiR. KUHN: I have got it right here. 

H.M.JR: You haven't sold me yet on the idea that 
I should do anything with the one thing . I always think 
if a speech has one idea, it is enough. This idea is 
that I don' t want to go before Congress and ask for nine 
billion dollars worth of taxes until we first clean up 
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these inequalities. That is the whole thought. I am 
asking these people now to do this thing. 

11 

loiR. BLOUGH: It does fit in ve17 slightly with 
pulling it in by the tail to say that the present taxes 
are going to be n17 hard to Pl.¥, and you have got to 
watch out and save up for them. Now, before we go &Df 
further , we have got to have this--

H.M.JR: If you insist on doing it, Roy, do it 
just before t he end, and then come in with your perora­
tions and say, "Don't forget about your taxes on the 
fifteenth," but not open up with it. I want to get right 
into the body of the speech, you see . Now, on page 
six, the middle, "Yet I am sorry to say that the tax 
structure as it now stands does not conform in manr 
respects." I would cut out "in the Administ ration's 
opinion. • 

Now, the third l ine, "weakened by inequality and 
unfairness, still riddled with loopholes - • well , I 
don' t think it is riddled with loopholes . You can only 
name a half dozen. 

UR . PAUL: You can name fifty. 

H.Y. JR: Well, then, if you are right, it is a 
terrific condemnation of me. 

MR. KUHII : No, because you don't write the tax 
bills . You t ried to get them through last year. 

H.M. JR: Well, not riddled. Riddled sounds like 
Slriss cheese. 

UR. BLOUGH: It isn't that bad. 

H.K. JR: No, I don' t think i t is that bad. If it 
is, I ought to quit . 

loiR. BLOUGH: Most of them are very small pores . 

R.M. JR: Page seven. "Yet they are not a small 
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matter, either morally or materially. " Then say, "It 
is not a small matter in wartime to see a few thousand 
men and women. " I say, "It is absolutely inexcusable 
in wartime to see a few thousend men and women." 

MR. KUHN: That was put on the next page. "In 
peacetime it is harmful enou~, but in wartime it is 
inexcusable and intol erable. 

H.M.JR: Now, at the bottom of page seven, "efforts 
of our people can reach their ieak level if our citizens 
once realize that a few are be .ng allowed to escape 
their share.• Just put in what I say. You can play 
with it afterward. It is the main thing - the main 
thing is the attitude . 

Now, the top of nine, second sentence. "That is, 
for every dollar you as an underprivileged taxpayer--

it. 

MR. KUHN: No, "unprivileged . " It is a bad word. 

H.M.JR: It is a bad word, and I don't understand 

WR. KUHN: It means as a tax payer without special-­

UR. BLOUGH: Without loopholes. 

H.M. JR: • ••• will have to iay on Karch 16 you would 
have paid only eighty-si x ce.nts f these inequities- -" 

l.IR. PAUL: We struggled with that . 

H.K. JR: 

MR. KUHN: 

H.M.JR: 
inexcusable." 

Inequities? 

Right. 

Now, at the bottom of ten, "it becomes 
I would leave off "and intolerable." 

Now, in the middle of the pa_ge , "The first loophole 
which this Administration regards as inexcusable on 
material and moral grounds is the continued existence of 

Regraded Unclassified



- 11- 13 

of tax-exempt securities." 

I don ' t want to talk about moral grounds. 

MR. KUHN: Inexcusable in wartime? 

H. M. JR: Yes. And I would come out flatfootedlr 
and sar I think it should be done awar with. 

Now, this part 
para~raph headings. 
Pres1dent, rou see. 

- what I would like to have is 
I have got to show this to the 

I want him to see it. 

MR. PAUL: John made that point, t hat if rou are 
coming out for taxing past issues, rou ought to clear 
it with him. 

H.M.JR: I am going to show it to him, and I 
want headings so he can skim through. 

MRS. KLOTZ : Ya.1 I be excused a minute? 

H.M. JR: Sure. 

(Mrs . Klotz left the conference . ) 

H.J.!. JR: See? Just have a heading. 

MR. PAUL: I will put headings on. We can out them 
out if we don't want them. 

MR. KUHN: You don't have to see them in the speech. 

MR. PAUL: It will heln rou if rou are reading 
it perhaps . You will know just where rou are. 
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lffi. KUHN: You don' t have to read them. 

~.M.JR: "This provision give many wealthy taxpayers 
a dehghtful refuge" - I don't like to talk about 
wealthy t axpayers and a delightful refuge. . \ 

MR. PAUL: Of course that is the essence of that 
idea, Mr. Secretary, that that does no good to anybody 
but the wealthy. 

MR. BLOUGH: It sounds like a love nest . 

MR. PAUL: "Refuge"? 

H.M.JR: I thought "delightful" is a little flip . 

MR. KUHN: I like it. 

H.M.JR: Well , I know. Now, the next --

MR. PAUL: I used the word "haven" one time . 

H.Y. JR: Now, "The dice are loaded in favor of the 
wealthy. " I would like to leave that sentence out. 
There is too much wealthy, wealthy. 

MR. KUHN: Yes, and there can be a paragraph 
in there about how lots of wealthy people have gotten 
the idea - -

H.M. JR: Now, the middle of the page --

MR, BLOUGH: Johnnie Hanes never used to let us 
say that "wealthy" at all. It was "high incomes" . 

H.~. JR : Well, I don' t mind, but there is just too 
much of it . Now, I say, "Wealthy individuals" - on page 
12 - "a~• not the only t axpayers who are in a position 
to take advantage of this glaring inequity. What is my 
:~ecord on this? As far as I know, I liave never asked 
insurance companies to pay taxes." 
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MR. PAUL: You have been asking them for the last 
week, and I expect to see --

H.M. JR: Well, I mean publicly. "Let us give them 
a chance to come forward and do so . Time enough to scold 
when they refuse . " Now, that is my whole attitude, you 
aee . 

MR. BLOUGH: Furthermore , that particular t hing on 
insurance companies wouldn't mean very much money to us. 

R.M. JR: But time enough to scold when they refuse . 
There is too much scolding. What? 

Now, on page 13, "controlling over $24 billion 
worth of assets, paid not one cent." Then this thillf 
here, "I wonder how the seven million new taxpayers, 
and so forth, the rest of that paragraph, I would 
cut it out. You see, on the theory - well, hell , it 
does just what George Buffington does not want t hem to 
do . 

MR. PAUL: I would like to leave this insurance 
company paragraph out, if we can. 

H .~. JR : Well, that is all right. 

UR. PMJL: It kind of embarrasses me . I have got 
Harrison saying now he wants to pay taxes, and I may get 
Douglas tomorrow. 

H.ti.JR: Well, there you are . You see? He is 
embarrassed because he takes - he is going to try to get 
him t o do it voluntaril y. That i s my whole point . 
You don't know what these fellows will do if they are 
asked nicely. Do you get it? He (Paul) has just proven 
it . 

"A second loophole, a second widespread method 
of avoidance, is the splitting of" - that means separate 
returns , doesn't it? 
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YR. PAUL: Joint returns. 

MR. KUHN: It is the ~hole subject of joint returns . 

H.V.JR: Well, you have got two things here. 

(Mrs. Klot~ returned to the conference) . 

You have got the question of filing joint returns, 
and then the question of community property. I think 
the two things should certainly be separated, as two 
separate things . They are two separate things, aren' t 
they'? 

MR. PJ.UJ, : Well, they are and they aren't . The 
joint return ia a broader division which takes in - -

H.~.JR: Wel l , I think if you head it up with 
headings you will make it cleaner-cut. And I say, 
"J. second loophole, a second widespread method of 
avoidan~e ; is the splitting of taxable income between 
husband and wife" - is this the fir st time I said it, 
or did I say it last year? 

}(R, KURJl : WeJ.l, a.ren•t you in conflict with the 
President there? 

H.M.JR: No. 

MR. KUHN: They will say you are. 

H.M. JR: Well, I can't help it, I am not . 

MR. PAUL: On what? 

MR. KUHN: Joint returns . 

H.M.JR: Publicly I am not, ano also, this wil l be 
across the table with him, I am not . He gave me his O.K. 
on this. He is going to see this, you see . 
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MR. PAUL: We might start that the other way, 
Ferdie, with a short discussion of community property, 
and then say, "The real way" --

MR. KUHN: Start it wi. th community property'? 

MR. PAUL: Then sweep into a ~roader horizon. 

MR. BLOUGH: Not only community property, but other 
evils, gifts . 

H.Y. JR: The whole point will be,"Uy God, why should 
I pay the taxes? If these fellows are getting away 
with it, to hell with it . " 

MR. KUHN : If you say you are not going to ask for 
nine billion dollars of new taxes until you ha~e 
got the billion dollars collected, you will run into 
the same trouble. 

H.l.J:. JR: No , what I am saying is , that is the 
first thing I am going to say. That is the first 
thing I am going to say, and f i ght for it. That 
is the first thing I amJoing to ask for , and I will 
fight for it. Is that 1 ri ght, Randolph? 

MR. PAUL: Yea, that is all right . 

MR. IC!JHN: The other wouldn't be . 

MR. PAUL: You wouldn't do one wi thout the other, 
that is the idea, Ferdi e. You are not doing the one 
t hing first . 

H.M. JR: Now, in the middle of 14, "For example , 
a family i n which the husband earns $10, 000 pais 3300 
more tax than a family in which the husband earns 
$7,000 and the wif e $3,000." I say it is a poor example, 
three hundred dollars . That isn ' t going to get anybody 
excited, that by filing a separate return you save 
three hundred dollars . 
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MP. . l'AtlL : You have to r elate the th•·ee hundred 
t o the total tax . 

.. (.) 

• 

H. M. JR: ~ut thret hundred dollars is meaningless 
to people . 

~:R. KUHN : Well , suppose that the family - well , 
as Randolph says, •·elate it to the total tax, and you 
will see that they pay twice or three times as much 
tax . 

MRS. KLOTZ : That i s different . 

H.¥. . Jii. : But the wa:J it is written. Do you mind 
if I am going this fast and hard this morning? 

MR. KUP.N : No, I want it. 

H.M. JH: You can take it , can ' t you? 

1'Jl.. KUHN : I want i t . 

H.M. JR: It is the Florida air. 

t!R. PAUL: t•;e will send you do\'ln again. I Ylas 
going to propose another t rin in the plane to have 
a conference Vlith you . • 

H. l.I. JR: Just let me digress a minute . Do you know 
that I came back with a suggest ion which I t hought 
was stupid, and 1 only got it last night , and 1 couldn ' t 
sleep all night . I mean, this is in the famil~·· It 
will come out anyway. I said, "Look, Bell, who is there 
in the ~reasury who is running a continuous study on how 
we can raise this money, you see , and wher e it is coming 
from? Where we ~;e t it , which i s the rit;ht place, Rnd 
wher e \'.e ge t i t, vd'lich i s the 'I" rong place? For example, 
v. hy must we \1ai t until Henry "ruere co:nes out and says 
v1e are ;;e tting it from the wrong place? I want it in 
each of the tr.elve Federal Reserve Dist ricts . " 1 said , 
"\"e have nohody studying th11 t. That is unbelievable . " 
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MR. PAUL: I don't quite follow you. We are 
studying it . 

H.M. JR: But that isn't - for instance1 you don•t 
study - I can't bur:z your section and say1 "ire 
we getting too much of this aoney from the savin~s 

lanka or are we getting it from the wage earners? 

liR. PAUl. : Do you mean from the borrowing? 

H.M.JR: Yea . 

MR. PAUL: Oh, po.rdon me . 

H.M. JR: No 1 I am talking about the borrowing. 

MR. PAUL: Pardon me, I didn't understand you. 

H.M.JR: But if I asked you in the Treasury with 
t his program, "Is there an intelligent group studying 
on the borrowing?" you would bet three to one that there 
is . 

MR. BLOUGH : I still, after what ~~. Bell said1 I 
hope there is 1 put it that way. But you know this Shoup 
busine ss has been turned over to Haas, and that really 
ties up in that they are doing something on it, which 
I doubt. 

H.Y.JR: I don ' t know. Bell said we had a young 
fellow by the name of Henry Villard, Jr. III . 

llR. KUHN: He has left . 

MR. PAUL: He is over at OPM now. 

H.M.JR: He was here four end a half months and 
never wrote up his re~ort. That was his job. I mean, 
if I didn' t get anything else in Florida, it would be 
worth-while to t ina that loophole in the TreasUJ'1. 

MR. BLOUGH: Well, I hope you will push that, 
because that is a very important matter. 

H.'~. JR: Well, I told him to have Viner and Lauch 
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Currie make a plan. There aren ' t two bette r men in 
V!ashington. To aubmi t a plan. So we will have studies 
in the twelve Federal Reserve ~istricts running contin­
uously, but have Viner and Currie making a plan. 

MR. PAUL: I hope you won't take Viner off taxes 
altogether. 

H.M.JR: Rut I couldn ' t help it . 

MRS. KLOTZ: That is an awfully long speech. 

H.M.JR: Do you know when I did that? 

J.!RS. KLOTZ : No. 

H.Y. JR: With the headache on the plane . 

Seventeen, it says, rtis a bit mot•e technical. • 
Again state the record. What I would like to say 
is , "In •37, in '38, and '39, the Treasury asked 
fo r this." 

now. 
MR. PAUL: We have got a beautiful scheme on that 

H.V. . Jh: Do you see what I mean? 

MR. KUHN: Yes, sure . 

H.M.JR: You read t his thing through and you don' t 
know. Paul knows, but he is a very exclusive person . 

Top of page 20. "I wish that 1 could ask every one 
of the sixteen million taxpayers on March 16th, · ~ell, 
how do you like it? How do you like this kind of sub­
sidy' " - all out. 

~~ . KUHN : Well now, Mr. Secretary, you sai d you 
wanted to encourage the taxpayer to write to his congress­
man or the equivalent in regard to his own fight . How 
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are you going to do it unless you say - -

H.M.JR: But you say the sixteen million on Karch 
16th. 

MR. KUHN: That is right , take that out . 

H.M. JR: Now, what I want to do is, I would cut 
that out down to, "What is more. " I want to sum up and 
say, ftNow look, Audience, I pointed out to you the more 
flagrant examples which my people tell me amount to a 
billion dollars worth of loopholes . I have tried, as 
I pointed out to you in these instances, year after 
year, to get these things eliminated. I have been 
unable to do it on account of special interests, but 
I am confident that uneer war conditions these people 
are just as patriotic as I am, and they will be glad to 
work with the Trea~u~ to have this thing done, but I 
want you to know &bOlt it and I need your help, and I 
can 't do it wi thout the backing of the ninety-nine 
per cent of the people who aren ' t favored this way,." 
and put that in for the punch at the last . 

MR. KUHN: That is the peroration. 

H. M.JR: "I can't do this without ninety-nine 
per cent of the people backing me up and making 
themselves vocal," you see . 

MR. PAUL: Right. 

H.M. JR: But not, "You taxpayers on March 16th 
are going ' to go to the poll . " I have got a wonderful 
slogan. I have got another thing. "Karch 15th, National 
Tax tay. " 

~IR. KUHN: They will be after you for the •National 
Defense". Defensive psychology. Take out the ~ord 
"defense". They are t rying to take the name "defense" 
out of every Government agency. 

H.M. JR: "National War Day"? 
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MR. KUEN: "Vict ory Tax Day." 

H.I{. JR: The President won ' t have "Victory•. He 
definitely won't. He foams . 

MHS . KLOTZ : Why? 

H. J.l . JR: Because the President says , •we 8l'e so 
far from victory." He says, "We are defeating - we 
are fight ing a rear -guard engagement, " and he says , 
"I am not going to talk about victory until I have 
won a battle." 

MRS. KLOTZ : He is right . 

!lR. KUH!l : That is all right, but you can have 
something else 

H.lf .JR: He says, "I have got no victory plans or 
anything else until I have won a battle. That is 
timE> enough to talk about a victory. " 

MRS. KLOTZ : He has a long way to go. 

H. J.!. JR: That, gentlemen, are all the few little 
gentle suggestions I have (laughter) . 

UR. KUHN: 1~ . Secretary, the peroration here about 
the nine t illion in new t axes - -

H. I. JR: Otherr.ise I think it is a swell speech. 

MR. KUHN : Oh, you do? (Laughter) . 

MRS . KLOTZ : You have impt•oved your sense of humor 
in Florida. 

H.M.JR: I am talking to all three of you hecause 
I want you to come hack just as bud as I am a.nd say, 
"Morgenthau, you are wrong, and we have got to do it 

Regraded Unclassified



- 21 -
1:)•~ -. 

the way it is wl't tten," and so forth. Ii' any of you think 
I am wrong this is your chance to tell me . 

MR. KUHN : Are you willing to accept the pe1•oration 
from page 21, that this isn' t the time to discuss the 
new tax progr&B, that ~e have ~ot to raise nine billion 
dollars , v;e have got to raise 1 t but u are entitled 
to l ay down one condition, that this nine billion be raised 
f airly'? 

H. M.JR: That is all right. 

MR. KUHN: I am going to put that in toward the 
beginning end t hen lead off into the unfairness. 

H.~ . JR: And I still think - but if you have got 
something about "Save your money between no~V and the 
15th of March," then say it jus t before you go i nto the 
perora t ion . 

1fR . PAUL : I am not so sure we have to say that . 

MR. KUIDI: All right. I thought i t was doing a good 
t urn, that i s al l. 

H.V. JR: !lo, .,.hat I am going to do is, I have got 
on my other piece of paper, I am ~oing to get everybody 
that has anythin~ to do with publ1city into the 
room and I am goine to gi ve them a fighti ng talk about 
from t he lst to the 15th of March everybody has got 
to turn loose on this . 

MR. KUHN : Well , they have had a lot of publicity 
while you were away. 

B . ~~ . JR: Well , we have got to have a lot more. VJha t 
do you think, Randolph? I mean, where are you in dis­
agreement with me '? 

MR. PAUL: I don't t h i nk I am in disagreement 
wi th you . The only possible pl ace Vlhere I might be in 
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disagreement in substance, but not in approach, is that 
I don' t think you are going to get too much out of 
these wealthy taxpayers, because I know them pretty wall , 
by too much of a cooperative effort. I think !Dille o! 
them will be nice, but they have no idea of paring anr 
taxes that they can possibly avoid, and that is their 
whole psychology. 

H.M. JR: r.ranted. 

MR. PAUL: Now, in this speeoh it might be better 
to approach very gently, but later I think you will hall 
to slam. 

H.ld. JR: Granted. While you ('Mrs. lClotz) were 
out of the room, ){r, Paul said, "Well, don't say 
anrthlng against the insurance companies because I 
th1nk I can talk them into doin~ it voluntarily. • 
That proves my point . I said, Don't say anything" 

MR. PAUL: Well, some of my talks have been after 
this was sent off. 

H.!.I. JR: But Randolph, this is m:t opening gun. 

MR. P.lUL: That is right, ju.st to keep your record 
you have to be gent~ at the star t . 

H.M. JR: Well, it is much better to be gentle and 
gentlT. at t he start , stating the cold facts, and then 
work up to a oreacendo. 

MR. KUHN : ){r, Sectetary, are you going to embarrass 
yourself by going over this past record? You have 
tried again and again to get these inequalities 
remedi ed. Congress has shown again and again that 
they are the boss in these things, and they throw you 
out every year. Now, isn' t the recital of that record 
going to be an invitltion to first of all - fo r 
Con~ress to throw it out again, and secondly, for 
bus1ness to say, "O.K. \1ell, he has been for this 
so long it doesn't matter a damn." 
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H.M.JR: I don't think so. 

MR. KUHN : You don' t think so? 

MR. PAUL: The war makes a difference there, Fer-
die . 

H.M.JR: Because I would much rather have them say 
that, which I don' t think they will, than to have them 
say, "Well, why is - it takes Pearl Harbor to get Yorgen­
thau excited about loopholes." 

MR. KUHN : I see . \'/ell , I just wanted to raise 
that . 

MR. PAUL: You have got a pretty bQOd record on 
that, and some of it is rather dramatic . 

H.M. JR: I would much rather have them say, "He 
has been consistent on this thing. " Roy? 

MR. BLOUGH: I think you are asking for a difficult 
speech. It. is going to be a hard speech to write, 
~ecause you want to be sweet and tough, and you may 
not be satisfied even when it is finished , but I 
think it is the approach to take. 

H.V. JR: The fist of iron and a kid glove. What? 

MR. BLOUGH: That is it. It will be hard to get 
the r esult s, but I think that is the attitude to take. 

H.M.JR: Now, gents , when are you going to have 
something for me? 

MRS. KLOTZ : When do you give this? 

MR. KUHN: Saturday. I would like to have 
something toni ght . 

}~q. KLOTZ: You certainly di dn't start much in 
advance . 
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YR. KUHN: I would like to have another draft 
tonight. 

UR. PAUL: I could go into session with Stam now. 

MR. KUHN : For how long? 

YR. PAUL: I can close it around noon and have lunch 
with you. 

MR. KUHN: Some body in Roy• s shop can give me the 
record on this. 

H.V.JR: Roy has got to help . 

YR. PAUL: The record on •37 is pretty fully told. 

H.M.JR: Roy has got to stop what he is doing and 
turn loose. 

MR. KUHN : I would like to talk to you ten or fif­
teen minutes on the Detroit thing. This is the story. 
You were going to be talking to the fellows --

H.Y.JR: You (Mr. Paul) don' t have to listen to 
this if you have got Stem in there . \\hen do you want 
to come back, four fifteen? 

lffi. KUHN: Yes . 

H.M.JR: O.K. And when you come back, this next 
time, the reason I asked the three of you, because you 
only mentioned the three of you as working on this thing, 
but you can br ing Sullivan on it . 

MR. KUHN : It has been circulat ed to the others. 

MR. PAUL: Tarleau --

H.M.JR: No, that gets t oo many. Let's leave it 
the three of us. 
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lffi. KUHN: }(q I take a minute? I want to tell 
you the situation there . 

27 
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DRAFT OF SECRETARY KORGENTHAU 1S ADDRESS 
TO THE CITY CLUB OF CLEVELAND 

JANUARY 24, 1942 

I am very happy to be with you in Cleveland this 

afternoon, because it gives me an opportunit y to pay 

my tribute to the wonderflll response that your 

community is giving to the country's call . Here in the 
, 

Cleveland area you have a great concentration of the 

forges and assembly lines which are America' s front 

lines at this moment; day and night your industrial 

wheels are turning, your hammers are pounding, your 

fires are burning and your workers are toiling to win 

the war . Here in Cleveland you have great numbers of 

foreign- born neighbors who value our precious freedoms 

and who have pool ed their skills with ours in this 

mighty production effort in which we are engaged. 
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Here in Cleveland you have reeponded to every call the 

Governaent hae aade upon you, and I take off ay hat to you. 

!hie var will bring us aany teats of our spirit and 

our ataaina. It has brought us aoae severe teat• already. 

Our national will-power has been tested and proved by 

our ability t o take the shook of Pearl Harbor, and to 

take it without flinching. Our willingness t o take 

aarohing orders has been tested and proved by the 

nation-wide acceptance of the great task the President 

set for us the other d&y, the taik of aaking such an 

overwhelaing nuaber of planes, tank• and other weapons 

of war that the Jasia and the Japane1e will be utterly 

unable t o aatoh us. We have set our ainds to accompl ish 

t hat task, and we are going to do it. Our pat r iot i aa 
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hae had etill another teat, and another proof, in the 

eale of Defense Bonde and Staape, vhich doubled in 

Deceaber and which, I aa gLad to tell you, vill reach 

nev recorda in January, both in the uount of aoney 

eubecribed and in the nuaber of indiTiduala vho are 

buyina their ehare in Aaerica. 

But ve lhall haTe, in the nry near future, eUll 

another teet of a kind which I think too few of ua haTe 

planned for or eTen considered. fhat teet vill coae on 

larch 16th, vhen fifteen aillion Aaericana will be 

called upon to pay their incoae-taxea for var and 

victory. It vill £1ve fifteen aillion aen and voaen 

an opportunity to contribute directly to the var aachine 

that will eaaah the !xis and eet the vhole vorld free. 
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Never before have so aany Aaericans been asked to pay 

direct taxes at one tiae. There will be millions who 

have never had to pay on such a scale, and there will 

~+~~ 
be seven and one-half aillion who havJ ne~e: had to pay 

A 

a penny of direct taxes before . . ~ 

A,..~ 
The taxes payable on Karch 16th will not reach the 

II 

level of those now being paid by our ~in Great 

Britain, Canada or Australia; they will be alight 

compared to the huge taxes the Nazis and the Japanese 

have exacted from their people for years; they will be 

slight, also, compared to the war taxes we shall have 

to impose upon ourselves in the new financial year. 

Yet the present taxes will be severe, ana they will 

involve a good deal of scriaping and saving on the part 
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of 'ho8e who pay 'h••· It i8 hl&h ,i .. , therefore, that 

all of 'ho8e fif,een aillion ~yer8 lhould think and 

plan and ean, now, 80 1bat 'hey can pay the bill when 

it beooaea due aix weeka froa now. 

I aa diaturbed at tiaee--and I aa bound to be 

disturbed, aa Secretary of the Treaaury--when I hear 

that so aany taxpayer• wait until the very laat aoaent 

before putting aeide the aoney that will be needed on 

Karch 16th. It ie not too early for every taxpayer to 

find out how auch he will have to pay, and how and 

where 'o pay it. If every taxpayer takee a few 

elementary precaution• like thia, instead of waiting 

until the laat day, it will not only aake the rreaaury'a 

task auch eaaier but it will be a aoat useful contribution 

to the financing and the winning of the war. 
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!hie Adainietration hal tried hard for yeare to 

1pre&d the tax load more fairly aaona our people. !he 

President hal spoken aa&in and asain of the need of 

aaking our taxa• effecti~e and equitable ae well. 

Only the other day, in hie Budget leeeage, the President 

repeated that •a fair di1tribution of the war burden 

is nece1sary for national unity.• Yet I aa sorry to say 

that the tax structure a1 it now etands does not confora 

in aany respects,~R •be ida1&1etret1oD'e op1ni~~ 

either to the requireaents of equity or to the insistent 

needs of a nation at war. In spite of all our effort• 

of recent years--and we have aade soae headway every 

year, especially in 19}7--our tax structure is still 
1 
• 

weakened by inequality and unfairnees, still riddled 

with loopholee through which a s.all and favored group 

can escape its fair share of the common contribution. 
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Perhape the Aaerioan p~io ie inclined to lhrug 

ita ehouldere at the defeote in our tax lave: perhape 

theee blote on our t&% eyetea have been with ue for eo 

long that we regard thea ae natural and indelible. 

Yet they are not a eaall aatter, either morally or 

~~~~ 
materially. It ie ~ e••ll aa•ter in wartime to eee 

ll 
a few thoueand aen and voaen eecape alaoat ecot-frae 

from the paJaent of taxes, although they are well able 

to pay. IYery time one of our oitisena aanagee to take 

advantage of loopholes 1n the t&% lave, it aeana that 

the raet of ua auet ehoulder the load which he haa 

escaped carrying. I Just cannot believe that the war 

efforts of our people can reach their peak level if 
~ /\fl..~ fl. ... yt 

~eat of our oitisene~ that a few are being allowed 
1\ 

to escape their fair ahara. 
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War knows no avoidance; the Nazis and the Japanese 

do not pick and choose among ue . As the President said, 

"When our enemies challenged our oountry to stand up 

and fight they challenged each and every one of us. • 

Each and every one of ue has a direct stake in the 

outcome of this war. Each and every one of us. 

therefore . must pay his fair share of the coat . 

Just to satisfy my own curiosity . I asked our 

Treasury tax experts the other day to compute the 

total amount of revenue that had to be passed onto 

the shoulders of other taxpayers because of the 

existence of loopholes in the law. The answer was 

a billion dollars, about one- seventh of the entire 
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income- tax receipts in the fiscal year that ends 

in June . That is , for every dollar you as an 

-- --=-
unprivilege taxpayer will have to pay on Karch 16th 
\.__ 
you would have paid only 86 cents if these Mill M.~ o. ;,L 

had been stricken from the statute books . 

It is not very difficult to slip through existing 

loopholes, so long as a taxpayer can afford to split 

his income into parts and to pay the fees of a tax 

lawyer . Tax avoidance in most cases is perfectly 

legal--! could call it by other names that would not 

be half so eveet, so I had better stick to the word 

"legal." Tax avoidance is made possible by faulty 

statutes which have been exploited, quite legally , 

by thousands of wealthy taxpayers . The philosophy 
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of habi~ual ~&Z aYoidere ie ~ba~ i~'• perfeo~ly 

all right if you oan 1•~ avar vi~h i~. You.., h&YI 

heard ~e reaark a~tribu\ed ~o oae of our leeAtag 

financiers: •It ~he Qoyernaea~ doeea1 \ kDov IDO~ 

to collect ita ~axes, a aan ie a fool ~o pay thea.• 

Ye~ this is not a ~oapetition between ~he Qoyernaent 

and the citisene. I~ ie a neYer-ending at~eap~ by a 

few citisena ~o aake aany citisene pay aore than their 

share. 

In peacetiae it ia haraful enough; in vartiee, 

when we are drafting young aen ~o figh~ and giYe 

their lives for their country, it becoaee inexcueable 

/ 
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So that you may know exactly what I have in mind, 

I should like to turn now to three specific examples 

of inequalities--and I could naae a great IIBJlY aore 

than three--which have been allowed to remain on the 

s tatute books at the expense of the majority of our 

taxpayers , 

The first of the loopholes which this Administration 
? . 

regards as inexcusable on material and moral grounds 

is the continued existence of tax-exempt securities. 

At present, as you know, the interest from State and 

municipal bonds 1a exempt from Federal income tax. 

This provision gives many wealthy taxpayers a 

~ . 
delightful refuge, not from some income tax, but from 

all income t axes . ( The dice are loaded in favor of the 

wealthy) No matter how much money may be needed for 

D-A 
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~? ~)IH!/""~ ~a._:.t: ~ ~ ~ ~~7~3 
" ~~-~~~, 
~ the war, no matter how high tax rates may go, no aatter 

" 
} how pressing and urgent the need may be, a taxpayer may 

;~ laugh at our tax lave and contribute nothing in this 

-: ~ hour of his country ' s peril, if only he can afford to 

'li 

lay his hands upon a sufficient amount of tax- exempt 
... ~ r t securities. 

Wealthy individuals are not the only taxpayers who 

.. 
" ~ · are in a position to take advantage of this glaring 

? l 

) ~-- - -~ 
t~inequity. Insurance companies control a large part of 

~ ;i 
, ~ the wealth of this country, yet because they have 

d ~ invested a large part of their capital in tax- exempt 

) J bonds , and because of other favoring provisions in the 
~ 

law, they pay almost nothing to the Federal Government 

d. in income taxes. Kost large corporations pay taxes 

D-A 
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at rates ranging from 21 to 72 per cent upon their 

incomes, yet in 1939 our 26 largest life insurance 

companies , controlling over $24 billion wor th of 

assets , paid not one cent in income taxes .~v~r 
I fiow the seven mi l l ion new taxp~ye rs wi l l like these 

figufes-when t m y pay thei.l:_taxes o~..K&Fah-i6thf 
' 

I wonder what will be in the minds of many of those 

ha.rd- pres.sed taxpayers if t hey realize that a few 

wealthy i ndividual s and a f ew great corporations are 

allowed t o escape in this way . 

~ A second loophole, a second widespread method 

of avoidance , i s t he splitting of t axable i ncome 

between husband and wife, i n such a manner that two 

famil ies having virtual l y the same economic position 

pay vast ly different taxes . Under the present l aw , 

0-A 
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if a husband hae incoae an hie wife hae income, each 

pa,e a tax on the separate incoae. Because the income­

tax rates are progreeeive--that ie, because the higher 

the incoae the greater ie the rate of tax--a faaily in 

which both husband and wife have income pays lese tax, 

in aany instances, than a faaily having the eaae aaount 

of incoae all of which is received either by the husband 

or for exaaple, a faaily in which the husband 

arne $10,000 pays $300 aore tax than a family in which 

the hu.eband earns $7,000 and the wife $3,000. The 

higher the income, the greater this discrepancy becoaee; 

and it will become still greater und~r the higher rates 

that are bound t o come in the near future. 

D-A 
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If ve turn fro• the a&lary-earnere to those vho 

live on dividends, ve find even apre etriking vaye in 

vhioh the separate taxation of husband• and vivee oan 

be exploited for tax purposes. Let ue take the case of 

a taxpayer in the upper brackets having a $100,000 

income fro• eecuritiee. Under the preeent lav he vould 

pay a tax of $52,704. But if he turne over half of 

these securities to hie wife, he vill pay a tax of 

$20,881 on $50,000 inooae and hie vife vill pay a tax 

of the aaae aaount . This couple, at the coat of a 

moderate gift tax, has thus secured a perpetual 

reduction of $10,941 in ita inooae t ax liability. The 

loophole could be closed and the unfairness to the great 

aaaa of taxpayers removed by taxing each faaily aa a unit. 

The family ie the economic unit, and a realistic tax 

would treat it as such. 

D-A 
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If faailiee were ~ed in ~hie fair and eeneible 

way we would reaove 1~111 ano~her eource of tax 

diacriaina~lon. A hueb&nd who earne a $10,000 ealary 

auet, in the grea~ aeJori~y of our B~a~ee, repor~ ~hat 

ealary aa hie income and pay a ~ax of $1,305 on it. 

If, however, he ie fortunate enough to live in one of 

the eigh~ States having what ia called the coaauni~y 

property eyetea, he ie allowed to report only $5,000 

of that ealary ae hie inooae and hie wife aay report 

the other $5,000 ae hera. The two of thea together 

will pay a total ~ of only $965. !hue, the aarried 

oitisana of nine out of forty- eight Statee are able, 

because of a legal technicality, to escape their fair 

share of the load at the expense of our aarried citizen• 

in the rest of the country . 
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At the tiae the laet tax bill wae being enacted, 

Oonareee coneidered a proTieion requiring huebande and 

wivee to report end pay tax on their ooabined incoaee. 

When \hie proTieion wae in the bill before Oongreee, 

a married couple in which the hueband earned $~,000 

would haTe had to pay a tax on larch 16th of thie year 

When thia eo- called aandatory joint 

return proviaion waa atricken froa the bill, Oongreaa 

aade up the revenue which vaa thereby loat by increaaing 

the tax on thia faaily to $2~9. I can think of no aore 

graphic illuatration of what happena when we perpetuate 

proviaiona in our lawe which unduly favor epecial 

olassea of our oiti1ena. 

The final loophole which I ah&ll aention thia 

afternoon ia a bit aore technical. If you use a aaohine 
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in your busineee and that aachine can be expected to 

laet for ten yeare, you are peraitted to deduct each 

year for ten year• one-tenth of the co1t of that 

aachine. Becauee you will probably have to buy a new 

machine at the end of ten years, thie deduction ie a 

!air and reaeonable aethod of allowing you to recover 

your capital tax free . Jeedlell to eay, you are never 

peraitted to deduct aore than the coat of the aaohine. 

There are eoae types o! business, however, which 

are peraitted over the yea.re to deduct far aore than 

the aaount of aoney which they have put into the 

property with which they conduct their business. A 

mine or an oil well weare out eventually, just as the 

machine does, and companies in the mining and oil 
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business .u.t acquire new aiDes or velle in order to 

continue their bueineee. fhey auet fairly be allowed, 

therefore, to deduct each year a portion of the original 

cost of the ainee and wells which they haTe acquired. 

However, we let them do auch aore than that in certain 

instances. fhe eo-called percentage depletion provision 

of the incoae-tax law allows these coapaniee to deduct 

an arbitrary percentage of their inooae indefinitely, 

instead of deducting a percentage of the cost of their 

wells and ainee each year until the entire cost hae 

been aade good. An oil coapany which aay long ago 

have recovered tax free aany times the cost of the 

wells which it is operating is still peraitted a 

deduction of 27i per cent of the groee incoae fro• 

thoee very eaae vella. 
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eh:teen 

rch 16th, •well, 

\hie kind of lUbe ~yr t a few oil 

few 

question would be 

u.jority 

of t yera have to pay aore ecauae the few re allowed 

to What ia aore, the reaedy for this state of 

affaire lies in the taxpayers' hande. It has bean 

difficult until now to change the tax lava because the 

aajority of taxpayers have been indifferent. It will 

be eaey to change the tax lave aa eoon aa the great 

body of Aaerican taxpayers becoae aroueed to the avila 

been 
and the abuses which have/left on the etatute books 

year after year. 
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!hie ia not the tiae for ae to diacuaa the new 

tax prograa. !he Preaident haa aaid that we auat h&Ye 

$9 billion in new reYenue. We haYe no aore right to 

question that eetiaate, or to fall ahort of that goal. 

than we would have to fall abort of *he President'• 

announced goal of aixty thoueand planes and forty-fiye 

thoueand tanka in 1942. It will produce hardship; of 

course it will. Ve aight &I well start froa the 

aaeuaption that the ooaing taxes will be hard for 

everybody, juet ae we auat realise that our huge 

production prograa will inYolYe aveat and B&Orifice 

for eyerybody. Bow can you d1Yert half of ou.r 

national incoae to war production without "dislocating• 

our econoay? Bow oan you spend $40 billion in thie 

year 1942 without •disturbing" ordinary bueineee 
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and ordinary liYiDIY Bow, for tbat aattar, can you 

fight and win a life aDd-death struaala. a war tbat 

encircles the 'bola plaaat. without discar4ina old 

habits, old fears, the dead old notions of business-a•-

usual? 

We are entitled to lay down just this one preaiee: 

that the sveat and aacrifice be diatributed fairly and 

borne by all in their fair proportion. Ve shall be 

failing in our duty if we ask aillions upon aillions 

of our people to contribute he&Yily while a few thousand 

are allowed to escape. I believe in all earnestness 
, 

that the exiatenoe of abuaes in our tax syatea represents 

a real threat to our national unity and our national 

aorale. 
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lational unity ie a precioua thing1 it will be 

subjected to .any etraine in the aontha and yeara of 

trial ahead. Spacial priYilage and national unity do 

not go hand in hand. Tax favoritiaa and national aorale 

cannot eurrive together1 one or the other .uet go. I 

haTe eo auch confidence in the Aaerican people that I 

think I know in adYance what their choice will be. 

D-A 
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DETROIT SPEECH TO UA\'J 

Present: Mr . Kuhn 
Mr. Odegarc 
Mrs . Klotz 

January 21, 1942 
10:20 a.u:. 

5~ 

MR. KUHH: You are going to be speaking at 
Detr oi t to the people Who have been hardest hit by the 
unemployment, the conversion, the cha.n .. e-over. You 
are goi n$ to have there t he two fellows Who were in 
your off1ce . 

H.M. JR : This is the two-thirty meeting? 

1m. KUHN: Two- thirty Sunday, at Detroit . It i s 
going to be inappropriate to t alk entirely about bonds 
to people who are so hard hit as that . Therefore , any 
ideas that you have about the change-over should go in 
that speech, and I have a couple I would like to try 
out on you. 

H.M. JR: Yes . 

J.lR. KUlfl~ : First of all , here are the American 
people thirst ing for action, for an offensive, for a 
victory, for some smack at the Axi s. They can't have 
it for a while, but the big push begins here. It begins 
here in Michigan and in Ohio and in the plant s, and 
the push is the conversion and the pr oduction of 
material . Give the~ a sense that whatever offensive 
action, whatever whacking of the Axis we can do , we are 
going t o do right here in Michigan and Ohio in the next 
fe;1 11eeks . The big push begins here . 

H. M. JR: I woul d o up a step furthe r, because I 
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have been thinking about this t hing t oo . You can look 
un t he date when I went and sat in the back room there 
in Pontiac . I would like to say this : "Some of you 
know that I had the privilege of attendint; a meeti ng 
of the shop stewards at Pontiac on such and such a 
date and from that day to this , I have been convinced 
that - " I don' t know 1vha t they call themselves, "the 
laboring man"- I don't knoiY if that is what they are 
called, . whatever it is - "has been ahead of all of us 
in his desire to produce armaments to l i ck the Axis." 

MR. KUi lN : Right. 

H.1!. JR: ''And I have been telline that to every­
body who would listen to c:e ." 

!~ . KUI!tl : This i s <lhat I want. 

~S. KLOTZ: It will be marvelous. 

H.M. JR: "And when I suggested to - in the presence 
of two of your members that t he answer to the produc­
tion of armaments was the i mmedi ate st oppage of the 
manufacture of automobiles Pith a quick change-over to 
armaments, and I turned to these ho men and said, 
' iiow about it?' and they said, ' '.','e can take it . :'le 
are used to it ,' And I r:as ve'!"/ gl ad to beer at the 
same ~eeting from rr. Keller, who was present, that 
he felt the same way. I am confident that not only 
can l abor take it, but they can give i t. " 

l.!R. KUHN : This is what I need , you see . This 
i s what I want . 

H.L!. JR: See? "And in the final analysi s, it i s 
t he men at the bench and t he lathe nbo are going to 
produce t he guns and the tanks and the planes, who will 
be the decidinc- factor, whether 1ve win or lose. And 
ne are going t o win. " 

!.!R . KUJiN: And the bonds are very secondary in 
tal k like this , to such an audience. 
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H.ll.JR: I han thought about this thing. Uow, 
here is an idea which I think is clever . I think I 
should ask these fellows - oh, that is different, CIO. 

KRS. KLOTZ : Did you tell Mr. Korgenthau that they 
are going to. come together? · 

llR. KUHN: No, all the UAW is going to be there at 
that meeting. Originallf i t had been the education 
section. Then when they heard you were comi;g, they 
got R. J. Thomas, and he will be there and the two men 
who were in your office are going to be there . 

MRS. KLOI'Z: I understand that f rom him (Kuhn) 
now. 

H.ll.JR: I don' t t hink I should go to a separate 
meeting. These fellows just wanted to run a meeting 
!or the Dodge main plant. 

MR. KUHN: No, they are all coming together . 

liRS. KLOTZ: Who should contact them? 

J&R. KUHN: I have been talking to llr. Iseby about 
it , and he has been out there talking to them. 

MRS. KLOTZ: But this man is here in l'lashington . 
I will give you the memo. 

lm. KUHN: Yes . 

H.K. JR: What I had was this, and I don't know 
whether it would work, but this i s the thought I got. 
At l ast I have been able to sleep instead of thinking. 
I think it would be awfully Slllart , and this is what I 
thought when I just wu going to talk to the main plant, 
to have llr. Kell er sitting at ~ side . 

lLRS. KLOTZ : No . 

H. l!. JR: Now wait , lAra . Klotz, don't rush it. The 
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thouJbt ia, he ia the fellow, here ia the Garernaent, 
and 6ert ia manageaent, and here are the workers. It 
will lean an awtulq good taete in hh aouth, and I 
han got to ate h1a again, ana I have got to work with 
him again, aJid I want hill to know that I suggested that 
he be invited to this meeting, and I want to say in 
thia speech that whatever I was able to do, I was able 
to do it through the hundred percent cooperation of 
~. teller and Mr. Robert Patterson, Undersecretary of 
War. It never hurts to give praise. 

KRS. n.o'l'Z: That 11 all right, but I don't know 
about the sitting there. Thla 1a ;your par ty. 

JIR. IUIIB: That aeana that you han got to tell 
the ator:r of what you did. 

• H.M.JR: Well, I had the idea, you see, that I W&a 
juat foing to talk to the main Dodge workers, but if it 
le go ng to be a lot of automobile worker s, then I think 
it 1a not necessary to have teller. 

IIR. KUHN: It will be the whole UAW with 1118.1be 
twelve thousand people. 

H.K.JR: What I can eay ie thia, Ferdie. They are 
going to •e:r s0111thlng, aren' t they, about what I did? 

JIR. IUHN: Sure, that is wb,y they want you to 
00111 . 

MRS. KLOTZ: They want to thank ;you. 

H.M. JR: Then I can eay, "If I wae able to do any­
thing, it was first because these two men had the 
in1tlat1n to come to Washington, and under our Demo­
cratic system we would meet on an equal footing and 
talk onr our mutual problema. • 

MRS. KLOTZ: They didn't. 

H.K.JR: Well, they did with me. 
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JIR. KUHN: You aee, I don't know this whole storr, 
but I han got gllmmer ings or it. 

H.K.JR: Well, it the IIIILD is in town, let hill co• 
in and aee Iuhn. 

KRS. ILO'rZ: I think it would be good tor 10U to 
see him. 

H.K.JR: He has contacted Frank Coe and the fellow 
who should go over this speech before I give it is Lee 
Pressman. He knowa the whole story. 

Now, I don't know how the1 reel, but 10U know the1 
talked to each other as brother and slater. That is 
the W8T the1 address each other at a formal meeting. 
I mean, the man get' up at a meeting before these 
people and ears, "Brother and sister, should I do it?• 

11R. KUHN: Well, it is an old trick. Everr 
politician does it. 

H.Jl. JR: Well, I will bet ;you Vandenbe.rg wouldn't 
get up there and talk to thea as brother and sister. 
Mr . Roosevelt didn't know what a shop steward was, eo 
he couldn 1 t get up and talk to thea as brother and sister . 

IIRS. IL0TZ: He ought to have Hillman there to 
advise hia. 

H.Jl. JR: Is that what ;you wanted? 

JIR. KUHN: That is what I wanted, and I wondered 
it it was all right with 1ou it most or that talk was 
along those linea . The bonds are incidental. The 
fellows who are working in good jobs han a double 
reason now for bu;ying bonds, and. the fellows who don't, 
shouldn' t . 

H. IL.JR: Now what I would lilte 1ou to do is this. 
I will do it ~eeit it 10u think we will have it . I 
would like to call up Steve Early and say I am going 
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to talk to these people. Would he lUte to Wl'lte out a 
little ••nge tor u fi'OJI the Prea1det to thue peopllt 

1m. IUHlh That would be nell. 

H.K.JR: Mra. llota ian't enthua1aatio about 1t. 

1m. IUHlf: Isn't it nell'l lbat ia the ~~&tter 
with lt? lbat 1a wrong? I don't get it. I would 
like to know. 

H.K.JR: llothing. Sle proalaed to be a good girl. 

MRS. ILOTZ: I prOIIiee not to c0111, then. 

liR. IUHl(: Ch, but that 1a wrong. 

H.K.JR: What do you think? Don 1 t you thinlt if 
I brought a little Msaage on thh explaJ~At1on and what 
they were going to do for theee fellows from the 
President that it would be good? 

MR. IUHN: It 1a al~a good I think, if you can 
apeak aa a apotesman tor the Prea!dant. 

{Secretar,r on White House phone.} 

Saaebody else instead of Ear~ • ••• • 

Good .,I'Ding, 1a the great Tu~ 1n? ..... 

Jo, it baa to be Grace Tully ••••• 

If you please ••••• 

liR. IUHN: Mr. S.oretaey, you have never said &IJ1th1ng 
about Donald Nelson since you have been appointed. Do 
you ~t to send hia a bouquet in this speech? 

H.~.JR : Yes, sure. 
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MRS. KLOTZ: I a not coaenting, 

lo!R:.Dml'l: I know, but whl~ That 1e not fair, 
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Mrs. F. D. 
Rooaevel t: 

!w.Jr: 

R: 

Hl'.Jr: 

R: 
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H>!Jr: 
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Hl!Jr: 

R: 

HMJr : 

R: 

HMJr: 

I
., , . 

Hello. 

Hello. 

Hello. 

Hello, Henry. Yes. 

Have you got a minute? 

January 21 , 1942 
ll:27 a.m. 

I'm eo sorry, but Dean Landis and a new man 
we're getting, Mr. Hugh Ja okeon, were in here 
at the moment. 

Well, I only wanted to talk to you when you 
had a r ew minutes. 

Yes. Well , now I have them. 

Well, on Mond&y night I' m talking tor the 
President's Birthday Ball •...• 

Yes. 

•.... and this is what I was thi nki ng or saying 
and nobody else could tell me whether it would 
be distasteful to the President or to you. I 
was going to say tha t through i nfantile paralysis 
and the tight that the President made to over­
come the handicaps, that he prepared himselt 
tor this crisis and tha t it was the eacrltl oes 
which he made which has made it possi ble t or him 
to race the things that he has to race today. 

Well , I don't eee anything- that's the same thing 
that he himself said to Churchill one day 1n my 
hearing, and I have alwaya sai d , so that I think 
that' s perfectly ell right t o say. 

He did say it? 

Yee. 

Has anybody said it publ i cly? 
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No, nobody'a said it publicly. 

But you think it would be all right? 

I think it would be tine to eay. 

Because then I was going on to say that now 
it's up to the country to make at least as 
great sacrifices through t he various so torth 
and so on i n order that we can carry on and 
beat Hitler. 

I think that's tine. 

You're perfectly sure. 

Perfectly sur e. I don't think there could be 
any objection. 

Well , then I'd l ike to say it. 

All right. 

Thank you. 

(Laughs) Good-bye. 

Good-bye. 
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RI(Jr : 

0: 

KMJr: 

0: 

RI(Jr: 

G: 

Hello. 

Kr. Gatton. 

Bello. 

Herbert? 

Yea. 

How are rou? 

January 21, 1942 
ll:JO a.m. 

ti~lt rate. Bow are you' 

Good. Herbert, I haYe thie memor andua rroa 
you in regard t o J. Homer Butler •.... 

Yea. 

•••.. and there are two th1nge that I'd like you 
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to do. I'd like to haYe a •ery brier, chrono­
logical etatement prepared tor me what Cuetom• 
claim• ie what he did rrom the time he lett Pari• 
until the time the Englith round that he had th1a, 
you ••e' 

Yeah. 

I ••an, I want what our chronological •tattaent 
ia, you tee' 

Yeah. Well, be adll1tl it all, eo it'• aimple. 

Wtll, then I'd like to - ir you'd get hold or 
h11 lawyer'• statement, you tee , eaying what he 
ea1d he did. 

And lhow the d1aorepanoiea . 

Yeah. It you take account or the adll11aion - in 
the legal work 1n the lawyer'• etateaent, there 
1tn't an)' real d1eorepanoy. 
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Well, 1••· I •ean, it 1 e the point about who 
dUoonred that he had thie etutf. 

When he aa71 he a4a1Uid that he had H, that'• 
true. Re adfi ned that he had H after it bad 
been 41eoo•ered, and be adfitted tbat to ••· 

Yeab, but that 11n' t what h11 laWJer eaid. 

No, b11 law7er a1r1l7 aa1d that be adfi te u. 
Re Juet doeen't add that be a~itted it after 
he'd been found out. 

Well, let'• haYe 1t obl'onologioall7. 

Ieab. All r1gbt . 

Row, the other thine il tb11. When be -• in 
to eee Ml'e. n ota he eaid that en17bod7 oYer 
there 111 Cueto.• ea.1d that the7 all cleared ba, 
and it' 1 Ju et ae who -nt1 bb fil'ed. 

Oh. Robod7 told h1a an7th1ng of the kind. 
Tbe7 - 1 111 queet1on tbe• about that, but I 
feel eure that •. . . • 

Well, I w1ab 7ou1d etart in w1tb Johneon. 

Yee, 7e1, 7e1. 

I w11h 70u1 d ltal't in with Johneon. 

Yeab, 7eab. 

And ••... 

Ro. I know Johneon niYer oleared ba. 

And - but when 70u aet that - 1n the not too 
41etant future - lTd llke to baYe 1t, oh, b7 
1'1'1417 1f pou1ble • . 
Yu. 

Frida)'? 

Ye1, I think eo. 
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Well, that o~t to be eae7, oughtn't it' !odaJ'• 
Wedneeday. 

Yes, I think eo. 

Now, one other thing, while I haYe you. What 
happened to that man that that report wae on, 
JOU know, what'• hie name - Emerson' 

Oh. 

Where doe• that etand? 

That stands that a ra- inYeat1gat1on ot Z.eraon, 
a suppleaentarJ 1nYeat1gat1on, ia und.er wa1 
under Elaer Iret's d1reot charge and in oon­
sultat1on with 8teYe 8pingarn, who's go1ng to 
aee the report and Jo1n in writing the report. 

How long will that take? 

I haYen't inqu1red 1n the last daJ or two. I 
think we ought to be able to get that this week. 

W111 7ou trr to, Herbert' 

Yes . 

Thanlt JOU. 

Yes. 

I'll see JOU later. 
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llROtTP MFETING 

Present : ~r . Gaston 
Mr. Foley 
!lr. Sullivan 
l~r . Thompson 
~r . Paul 
Mr . Viner 
!Lr . Odegard 
ldr. Graves 
t:r. !(orri s 
J.!.r . Haas 
Mr. Schwarz 
Mr . Bell 
Ur . Swope 
l.~r. Blough 

January 21 , 1942 
2:30 p. m. 

Mr. Buffington 
lhrs . Klotz 

!.!R. T!Dl!P~N : Mr . Bell and !.lr. Foley and I , and 
perhaps George Haas, would like to see you so~etime 
to di scuss a policy QUestion of deferment of r eserve 
officers . · 

H.M.J!-:: We ':ill do it right after this meeting . 

MR. BELL: V1e mi~ht go a little furthe r, too, 
than just reserve off1ce r s, Geor~e . Some of t hese boys 
at•e eligibl e for the draft , and 11' we say "No , you can ' t 
go over and get a commission , " or "You can 't get s job 
in OP•~. " then later they are subject to dreft . I don't 
think we will have done them any favor by keeping them 
l-ack . 

G? 
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H.:I . JR: Well , it v;on ' t take very long. 

!.!R. fiF.LL : 1 don ' t think so . 

H.M.Jn : ~~at el se , Norman? 

MR. THOMPSON : That is all. 

H.M. JR: l!r. Swope asked us how does t he Treasury 
bu~ a piece of real estate . I told him t o ask you. I 
dian • t know, other than to take it . • 

MR. THOMPSON : Well , i t r.ould be through the Public 
fluilaings Administration. 

H.M.JR: I never bought a piece . I sola a pi ece 
to the Federal heserve once . 

1-'R. SI\OPE : '!'his isn't a hrge t ransaction, Mr. 
Secretary . It is only about t~elve thousand dollars . 
It is an addition to the Denve1• Jf.int . •:1e want t o 
enlarge tha t . 

MR. THOMPSON : That woula be Public Ruil clines 
Admini s tre. t i on. 

H . ~! . JR: Anything els e? 

'.'R. TlfJl:PSO!I : Sometime r.hen you ;;et around to it, 
we woulc like to show you the vaul t and the tunnel. 
It looks much betterthan vhen we saw it l ast time . 

H.N. JR: Daniel? 

MR. F-ELL : Larry Duggan of the s t ate Department 
has been up befor e the Foreign Relations ~ommi ttee 
of the ~"nate on the Mexican convent ion, mixed claims 
and ou1• settlement, and so forth , I mean our agr eement. 
Vandenberg woulo l ike to see a copy of our agreement 
on the Stabilization Fund and any arrangement v;e made 
with respect to silve r. 'lhile the Cornmi ttee voted out 
the thing, approved it before t.he .;enate , they T.ill not 
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bring it up before the Senate until Vandenberg baa been 
satisfied. 

H.ll.JR: Why not! 

MR. BELL: We haTe DeTer made them iublic in aD7 
of those countries, and I waa wondering f you might 
not show them to Vandenberg privately. 

H.ll.JR: You can. 

l!R. BELL: I can? 

H.M.JR: pteaae. 

MR. BF.LL: .Ul right. 

H.ll.JR: Inoidentall{, who is drafting some legis-
lation for me to kill al ailTer ~gialation? Edward? 

MR. FOLEY: Yes. 

MR. BELL: It is already drafted. 

MR. FOLEY: We have got it . 

H.ll.JR: You might give it to Mrs. Klotz, and I 
will take it over Friday to the President. 

liR. FOLEY: .Ul right~ 

H.M.JR: One page explanation. 

MR. FOLEY: Right. 

MR. BELL: Some time ago you asked me to take up 
with the banks the question of --

H.Il.JR: Excuse me. And on that, Ed, if you bad 
tiae - George or somebody, give the industrial uaea 
for allnr, 'llhat they are uaf:ng and so forth and so on. 
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How they need it and how they have to buy it either 
from Mexico or from Chile, and how are things going, 
spraying .tin cans instead or tin. 
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YR. FOLEY: ill right. Put that all in the memo? 

H.M. JR: Yea. Handy and Harmon could give you a 
lot of that stuff. 

UR. SCHWARZ: I have a story for you tomorrow, 
Mr. Secretary, which Yr. Swope has apL:fved on a 
proposal for nickel, half silver and f copper. 
I was going to suggest you might want it for the press 
conference . · 

B.M.JR: But send a copy of it over to the editor 
of the Post, because he had an article on it. 

MR. SCHWARZ: It was baaed on the bill. 

MR. ~PE : That waa in the paper this morning, you 
know. 

it. 

MR. SCHWARZ: Yes, in the New York Times. 

MR. FELL: It has already been publicized. 

MR. SWOPE: The Committee of the Rouse has approved 

MR. BELL: That is right. 

KR. SWOPE: it Yr. Bell ' s recommendation. 

MR. FOLEY: The legislation to change the metallic 
content of the niciel and also the legislation to 
permit us to acce~t these conditional gifts was approved 
by the full Judicl&iy Committee i.nlthe Senate this 1110rning, 
and both those provisions are part of the second War 
Powers Bill. 

B.M.JR: Good. 
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)(R. FOLEY: So the thing should be l aw b7 the end 
of next week. 

B.K.JR: Jll right. 

MR. BELL: You asked me to take up 'IIi tb the 
banks the question of putting the Mlnute Man on the back 
of their checks . 

B.Y.. JR: Yes. 

KR. BELL: The President of the ABA bas sent ·out 
a letter to all the banks asking them to not onl7 do 
that, but to put it on their letterheads and their 
monthl7 statements and envelopes . It was a ver7 nice 
letter. 

H.K. JR: Do I do ~hing about it? 

MR. BELL: No, just read it if you want to. 

H.K. JR: The Jacksonville paper bad a long thing 
about the ninety offices going to sell Defense Bonds. 
Is that part of your work? 

MR. BUFFINGTON: No. 

KR, BELL: That is all. 

B.ll.JR: Chick'? 

KR. SCHWW: I have a story here I would like you 
to take a look at about Japan's ten-year actiTit7 in 
pushing the opiua traffic. Harry Anslinger bas written 
a lengthy part, and Herbert baa approved a lead which 
we put in, so you make it public . 

H.M.JR: If Herbert has approved it , that is all. 

MR. SCHWARZ : For the sake of the record, I would 
like --
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H.M.JR: Ia it dirtTf 

UR. SCB'I'IARZ: Against Japan '• etor7. 

H.M.JR: Good and dirtTf 

72 

KR. SCHWARZ: Yea. I think it will get attention. 

NBC hae given you their annual invitation to coae 
over to the Treaeur,r stand --

B.M.JR: It is a custoa. Herbert al•a7s does that 
for me . 

MR. GASTON: I had alread7 accepted (laughter) . 

H.M. JR: Wonderful . 

KR. SCW~ARZ: That takes care of that one. That 
is all . 

H.K. JR: All right, what else~· 

KR. SCHWARZ: Tha.t is all. 

H.K.JR: Peter, I sent a word up in the absence 
ot Harold Graves if the7 didn't decide whether the7 
had thirteen stars or tort7-eight, to add the two 
and divide b7 two. 

UR. ODEGARD: That ia all set . 

H.M. JR: I know it i1 . I hear it is thirteen stare. 
You lo1t, did ,auf 

MR. ODEGARD: No, no~ The design of the fort7- eight 
stars was so bad, Kr. Secretar7, that we decided not 
even to show ft to you. 

H.M.JR: Peter, it I had known you were here this 
morning, 70u woUld have sat in because of all the adjec­
tives and Yindictivea which you used on a certain speech 
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I gave at Allherst would have been pink, mild, 
compared t o what I tried to do this morning. 

MRS. ILOTZ: Where 1a Iuhn? 
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and neat, 

H. K. JR: He ill working. So I wish you (Odegard) 
would coae in when Kuhn co .. a back this afternoon. But 
read it beforehand, would you? 

liR. ODEGARD: Yes . 

H.K. JR: I thought you came on Thursday. 

liR. ODEGARD: I have been coming do1111 Tuesday 
night . 

H.ll. JR: And I wish it you had a little time, that 
you would talk with Foley and llr. Slrope on ciTil liberty, 
except that i t is a different kind. wr . Swope brought 
up a very interesting l~;nt about these people and their 
children, like in the "line D,re. How far do we go 
in following them, you see . I think it would be very 
nice if you would sit down with l.!r. Slrope and Foley and 
talk about it. 

MR. ODEGARD: I will be glad to. 

H.ll. JR: I am just in the middle of the book, 
"Two Way Passage." Have you read that? 

liR. ODEGARD: Yes. 

H.ll. JR: Have you r ead this bulletin that Hansen 
and aaaeboay else has gotten out, the Extension Service 
of the state Department of Agriculture at Iowa, -war 
comes to Iowa'? 

liR. ODEGARD: Jfo . 

H. ll. JR: It is amazing. 
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KR. ODEGARDs .lgricul ture and the State Departaett 

liR. VII!Ih State Depart•nt of Agrioultnre. 

H.M. JR: State College of Agrioulture in Ion. 
Two aen han ude a 1tnd7 and the7 han done aou of the 
thing• we haYe done, for inatanoe, about - well, the 
world War and the reperoua1iona, and all the rest of 
it , you aee. 

IIR. ODEGARDs I will look at it. 1 haven't seen 
it. 

H.K. JR: 1 think it ia Hanaen. I think it would 
be nice - because Kr. Swope raised a verr interesting -
1 certainlJ want to be the last one to go too far. 

IIR. ODEGARD: Yea. We have the - I don't - we have 
been working on this pledge campaign, and we are just 
about read7 to go on that . We have all our literature 
read7, and we have ordered pled;ta and Oregon is alread7 
conducting its campaign . The further it goes, the .ore 
we like it. 

H.ll.JR: Good . 

IIR. ODEGARD: We ought to reach thirt7 or thirtJ­
fin aillion people with that, and I think it will have 
a verr salutar7 effect. 

H. ll. JR: I he.n heard some 
mage.zine called "Ou~ America". 
ce.lled? 

MR. ODEGARD: Yea. 

ve~ nice things in e. 
Is that what it is 

H.M.JR: Verr nice . ,&nJthing else, Peterf 

KR. ODEGARD: No, that is all. 

H.M.JR: George? 
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KR. HUS: I han a few things. 

H.K.JR: Has Jofr . Bell had a chance to tell you 
what I want ? 

KR. BAAS: Yes, sir, we are working on it alreadf. 

H. ll. JR: llieadf? 

MR. HlAS: Yes, air . 

MR. BElL: You relllellber, )fr. Secretary, rou sent 
out letters some time ago to several of the departments 
asking them to designate a man on that very proble•, 
which I hadn •t know about, and George has been working 
on it. 

MR. HlAS: Here is the report on the pa,yroll saYings . 
That is a cut-off date there. 

H.K. JR: They are coming up , aren' t they? Has 
Harold seen that? 

MR. HAAS: I didn •t know whether he was i n town, 
but I will send him a COPf . He saw the total figures . 
You asked about state and local emplorees. 

H.K. JR: Yes . 

MR. HAAS: Here ia a report on that . 

H.K.JR: Between Janua17 10 and 17 the number of 
firma han gone f r om nine thousand nine hundred thirtr­
nine to thirteen thousand four hundred sixty-three . Very 
nice, Harold. 

MR. BELL: What, payroll deduction? 

H.ll. JR: Yes. 

KR. ODEGARD: Payroll savings plan. 
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B.M.JR: In llapehlre haa gone flooa twentJ-fov 
to tort7-two. That h alaoat two hundred per cant 
(Laughter). 

MR. BELL: 'l'he7 IIIUst not han had Yel'f IUD1 to 
a tart with. 

MR. SULLIVAN: You have got lt figured out, Dan. 
He is prett7 quick on those thinga. 

H.M. JR: One to two . 

Harold, I told Mr. Swope J OU haven't reall7 begun 
to puah h1a Jet on bonda. 

MR. ~'.R,AVES: He and I hue had a talk. He think• 
we are falling down in the sales department. · 

KR. SWOPE: We were t r7ing to push him, Kr. Secre­
tarT• 

H.M.JR: What else, George' 

llR. H.US: That is all. 

KR. BELL: You get all these corporations designated 
as agents, and JOU will have a job, 

H.li.JR: 'l'hat is -.hat I sald thia morning. 

MR. S'iiOPE: We will in stocking them up. 

J.!R, BELL: That ill what I JU&{l . 

B.ll.JR: George, I aa in·dlad eameet on this 
borrowing program thing. 

YR. HAAS: fine, 

MR. BELL: We are going right to work on it. 

H.Y.JR: Has Viner been told? 
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1ffi. RELL: Yes, I t alked to him. 

H. V. . JR: And Lauch Cu t•ri e? 

?7 

MR. P.EJL: No, I haven't talked to Lauch yet . I 
will call a general meeting probably tomorrow or 
next day . 

H. II.Jii: I am in dead earnest. 

Lffi. o~E~ARD : I don' t know whether George 's 
f igures sho~ i t, but I just had a lett er this morning from 
Mr . Gibson of General El ectric indicating that eighty­
thr ee per cent of the General Klectric employees are 
now buying Defense Bonds on a payroll savings plan. 

H.'~ . JR: What i s the matter wi th the other seven­
t een per cent? 

MR. ODEGARD : Well , it is only about two months ago , 
isn ' t it, Harold, that that percentage was under tvlenty 
per cent, and they are buying at the rate of twenty 
million dollars, and during the entire fi ve Liberty 
Loan drives in the last war they subscribed to seventeen 
million dolla rs ' worth. 

H.l!.JR: How much are they doing now? 

MR. Or EGARD: Tr.ent:r million . 

H. '! . JR: That is wonderful. 

MR. Ol'E~ARD : It indicates the degree of partici ­
pation . 

H.M. JR : V/e will Get rollin&• 

Dr. Viner? '.'/hen I told them I wanted you to help 
on thi s plan, one Randolph Paul was worried I might 
take you u:ay from him for the next f ew days . He said 
you had been very useful to him. 
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llR. VINER: 
of fellows then. 
will --

Oh, I can get in the hair of two seta 
No, I am interested in that , and I 

H.M. JR: That is right down your field after all. 

MR. VINER: SUfficiently so. 

H.M.JR: What? 

MR. VINER: Sufficiently ao. 

H.M. JR: That is llhat I thought. 

l!R. ll>RRIS: Nothing. 

H.M.JR: Did·you get off your telegram? 

MR. IDRRIS: No. 

H.M.JR: Are you going to? 

llR. IDRRIS: Yea . 

H.M. JR: Good. 

MR. BUFFINGTON: I have prepared that letter for 
the exhibitors, but I would like to have Ferdie Iuhn 
look at it before you send it . I haven' t been able to 
gat to him. 

H.M.JR: He is on a speech for me. Show it to 
Herbert Gaston and Herbert can clear it . You can do 
it now. Let Herbert read it now, and he will clear 
it for you. What else;· Geol'ge? 

MR. BUFFING'roN: I had a call from Mr. Disney after 
talking with you. There had been a little delay in hia 
laboratory, and he is going to let me know lat er this 
afternoon whether he wants me to be there tomorrow or 
Friday. 

Regraded Unclassified



- 13 -
?9 

H. M.JR: Geo~ge Buffington calls me up and says, 
"Somebody has got to go out to Hollywood, " you see. 
lie says, "How about sending somebody out the~e?" He 
says , "We have got to send somebody. " I said, "All 
right . " This morning I find out it is George Buffington. 

YR. ~UFFTNGTON: I wi ll sell my ticket for t wenty­
fi ve cents. 

MR. SULLIVAN : He t ried to duck it, Mr. Secretary 
(laughte~) . 

H.M.JR: It is like another fellow. Rathe~ than 
fly with me to Jacksonville and talk taxes, he had to 
figure out a way to put sti ckers on a window. 

MR. SULLIVAN : And some time when you have got three 
or four hours I will tell you about that, too (laughter). 

MR. BELL: It took that long to settle i t, didn' t 
it , John? 

H. ~ . JR: ffuat else? 

MR. BTJFFINI7TON: That is all. 

H.M. JR: George, when you get back, I am going to 
have everybody that has got anything to do with pub- · 
lioity come in and I want a session with them on what 
we are going t o do from the f i rst to the fifteenth of 
March to let people know they have got to p~ their 
taxes, so as soon as you get back, let me know. 
tVp will have everybody together on publicity. I 
want to get everybody to push for the fifteen days . 

MR. SULUVAN : Along that line, u~ . Sec~etary, 
you might be inte~ested to know that the lines of 
people in the Collectors•· offices now are about as 
long as they have ever been b{ the tenth of March, 
and ther e is le >s complaint, eas grumbling f~om the 
l ittle fellow than there ever has been. That is 
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the general report that oa.ea in froa tha Colleotore' 
offiou all around the oount17. '1'he7 think the7 han 
had about as manr returns filed - they are fillif now at 
about the same rate that last year they were fll ng on 
the tenth of Karoh, fi•e days before the return date. 

H.K.JR: Wonderful. 

)(R, SULUV.llh It h e Tel'f encouraging report, I 
think. I think whenever 70u get together on that 
we should ha•e aoaebody froa the Bureau here to gi•e 
you a current report. 

H.Y.JR: I am going to do soaething new. I am 
going to show ~ tax apeeoh to George and Doughton 
before I give it. 

MR. SULLIVAN: I would like a orack at that too 
before you take it up there, if I aa7. 

H.M.JR: You will have it . But I thought it 
would be a nice thing. 

KR. SULUV .Alf: So do I. 

H.M. JR: A new spirit. 

KR. SULUVAN: Not only nice, but prudent. 

H.K.JR: ! new spirit. 

MR. BELL: Ia that a statement before the 
Colllli t tee? 

H.K.JR: This is in Cleveland. 

Incidentally, you know, Randolph, we were going 
to talk not only about tax inequities - I mean not onlf 
tax avoidance, but tax inequities. There is nothing 
in there about tax inequities. 
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MR. PAUL: Well, we oan put aoaethlng i n. I 
had forgotten that, that we were going to coYer 
that. 

H. M.JR: When;you leave here, would you mind 
mentioning it to Ferdie' 

MR. PAUL: I will take care o! it. 

81 

H.J.! . JR: Roy, the apeeoh waa to be tax loopholes 
and tax inequities . There is nothing in there about 
tax inequi ti ea. 

J.IR. BLOUGH: Right. 

H.M. JR: I guess you fellows forgot about 
it·. 

MR. PAUL: I forgot about it, I freely admit. 

H.¥.JR: We are doing that at !our fifteen, 
John. 

MR. SUWVAN: Yea, air. 

H.M.JR: Are you all right? 

MR. BUFFINGTON: Yea, air. 
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H.li. JR: Randolph? 

JIR. PAUL: I ldght report pneral17 that we ban 
been in prett}' oont1Duona 111alon w1 th stm, &1111 ban 
tentatinl.T agreed on a group ot proTial ona . Be baa 
been quite oooperat1Te. 

H.li.JR: Realq? Lite Eccles? (Facetiouaq. ) 

J.IR. PAUL: We will have to nit tor the result. 
I still insist that you musn't judge Eocles by the 
speech he made, by the one he would have made . (Laughter) 

JIR. BELL: That is good. 

H.li.JR: Isn't that wonderful? 

KR. BELL: That ie cleTer. 

H.K.JR: I have been riding him because he comes 
in here and says, "Let me take care of Eccles.• I 
told him to go to lt . 

KR. BELL: That is good. 

KR. PAUL: staa 'ftllh us to han a ll ttle informal 
session with Senator George and Chairman Doughton on 
Friday to go oTer details and give them a aort of progress 
report. We have said we would do that, and we are 
arranging a conference. 

H.Y.JR: Good. 

John? 

KR. SUWV.lN: You recall you sent a letter to 
lfr. Stam saying that you wouldn't let him have all 
memoranda that were prepared in the Income ~ Unit 
and in the General Counsel's office. He has ainoe 
written you asking that you reconsider. 

He says, •r hope you will not let~. Sullivan's 
fear of the bogey man obstruct or interfere with this 
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well established practice . • 

He has the notion that everybodr else around here 
thinks that he ought to have this, and I am the· fellow 
that is holding it up. I have t alked with Mr. Foley 
about it, and it seems to me that we ought to be able 
to write some letter that will end this for all time . 
otherwise he is going to just deluge you with appeals. 

H .~.JR: lrite a letter to end all letters. I 
will sign it. 

liR. SULLIVAN: Well, I think uybe I will be able 
to bring in the fourth draft to 70u. You remember 
before you left you spoke to llr . Paul and llr. Foley 
and ae about a ruling which would end all vresent 
income tu exemptions and make them pron 1t all onr 
again? 

H.~. JR: Yes . 

lo!R . SULLIVAN: There has been prepared a Treasury 
decision which, in effect, does that1 or rather, more 
important than that, requires the suDmission of financial 
statements showing every receipt and every disbursement 
over four thousand dollars for six of the nineteen 
classifications . Those six contain almost two- thirds 
of the exempt corporations, and llr. Paul and ~. Foley 
and I feel that that covers the situation. You accom­
plish what you \7ant to do without causing all of the 
difficulty that would be - would result if the other 
classifications were included. I can give you the 
n~es of those cl assifications that are included in 
this, and also the names of the classifications that are 
excluded from this Treasury decision. 

H.Y. JR: Give me the ones that are in and the ones 
that are out. 

lo!R. SULLIVAN: The ones that are in are the 
ceae~ry ca.panies, religious and charitable associa­
tions, business leagues, oivio leagues, social clubs, 
and those corporations which are exempt merely because 
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their earnings go entirely to some tax exempt organiza­
tion. 

H.ll. JR: Those are in? 

KR. SUil.IVlB: Those are in. 

H. ll.JR: What is out? 

KR. SUil.IV!N: Well, the ones that are out are the 
labor, agricultural, and horticultural, mutual savings 
banks, fraternal and benetioiarr societies, local benevo­
lent ineuranoe anooiations, farmers' insurance companies, 
farmer s' cooperative marketing and purchasing, crop 
finance corporationa, corporations organized b,y Congress 
as Federal instrumental ities, voluntary emplofees'bene­
ticiary organisations, teachers' retirement funds, 
voluntary em.plo7eee' beneficiary organisations tor 
Gover!Dent clerks, and religious organizations such as 
the House ot David. 

H.ll.JR: Well, John, I hate to go up against three 
such gentlemen ot the legal profession, but I don' t 
agree with fOU. 

KR. PAUL: I thi.Dk this point should be made. llr. 
Secretar1, let me add to what John has said. The 
original thought was to make them prove their exemption 
all over again. Well, now, I han prepared a great JUll1 
ot those applications tor exemption and the7 sa1 next to 
nothing. You will get no information ot any value what­
ever out ot that . What will be ot value is to get the 
details ot their financial story, how much income the7 
are getting and where they are spending their mone1 and 
traa that fOU will be able to learn aore about their 
exemptions than from any formal statements submitted to 
prove their exemptions, such aa their charter and bl~lawa 
and ao on, because 7ou will get what the7 are actuall.J' 
doing aa distinct from what the7 are authorized to do . 

H.ll. JR: Well, John, I don' t want to go into a long 
dissertation. 
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IIR. SULLIV.llf: Yea, a'ir. 

H.K.JR: But I al~s feel that it J'OU han no 
exceptiolll you are on .uoh safer ground than it you 
exempt a fn. I know scaething, for instance, about 
tara cooperatives. There are a lot of phou-,r far.er 
cooperatives and aoae verr excellent ones. 

KR. P!UL: Well, the theorr of this exemption is 
that whatever these people could do, they are exempt 
br virtue of the verr nature of their organization. 

KR. SULLIV.llf: that is the distinction between 
thaae two classes, those that are in and those that 
are out, and the fellows in the Bureau tell me that from 
the financial state .. nts required br this Treasur.y 
decision they are in a nrr IIUch better position to 
determine whether the corporation is entitled to the 
exemption than they would be fraa the self-serving 
statements that they file when the7 make claim for the 
exemption. 

H.K.JR: 'llhT can •t you do both? 

KR. SULLIV.llf: We can. 

IIR. PAUL: It would put a lot of unneces1Lr7 work on 
them. We can, but I han prepared those things, and the7 
mean nothing whatever. 

H.M.JR: But supposing rou make tham give a finan­
cial statement as well? 

KR. SULLIV.llf: Well, this calla for it eveeyrear, 
air, a financial stat ... nt everr rear. 

H.K.JR: Well, what I want to do la, and I sa going 
to keep after it until rou fellows arre me out of it, 
I want to wipe the alate and clean ou all organisation• 
that are getting exemptions and start de novo. 'l'hink 
about it again, will fOU, John? 

IIR. SULLIVAN: Yes, we have done a lot of thinking 
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about it. For lnatanoe, the laat thirty thousand that 
we did that to, we have aaeerted a tax ln one oaae 
wheN we thiDk we ue golDg to oolleot. 

B.K. JR: Bow about it 7ou we thea alao tile thh 
flnanolal return? 

liR. SUIJ.IV.U: I don't think thel"e ·is &liT point 
to it in these othel" olaesifioatlone, eil", becauee no 
matter what they do with their money, thq ue exeapt. 

B.K.JR: Well, t.hia is wol"thy ot a full eeeelon. 

liR. SUWVAM: I think it 1e too, and that h 11111 
I started to aak whethel" you wanted 1t now or latel". 

H.K.JR: .lak for an appointment, and let's do it, 
.John. 

liR. SUWVAM: Yea, sir. 

H.K.JR: Take as long as is neoes1&1'7. 

liR. PAUL: We an going to tl"T to talk you out of 
that. 

MR. SUWV!N: I had a IUJIIO !l"oa rou this morning. 
!hat is 1llbT I bl"ought that up at thia meeting. 

H.K.JR: I know. 0.!. ? 

Jo!R. SUU.IV!N: Yea, sir. 

H.)(. JR: Jlr. Slrope? 

liR. SWOPI: I han nothing furthel" unleu rou want 
to aak me &DT questions. I aean, thel"e is nothing 
apeciailT on rq aind. 

H.K.JR: We didn ' t get to Pl"oourement. Is thel"e 
&nlthing new thel"e? 

KR. SWOPE: Well, as I sar, I visited the New York 
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Office of the ProoUl'eMnt elnoe rou were there. 'lhe 
onl7 difficulty there ie eh1p1. We haTe etook piled 
up. We han about two hundl'ed tittr·fin thou~and 
tons on the aeaboal'd, but the difficulty 1e getting 
ship• and knowing when eh1p1 ll't ocalng to be 1M4ed, 

H.lf.JR: And rou are going to apeak to .ldldl'll. 
Land? 

MR. SIJOPE: Yea, I am going to follow it right up. 

H.ll.JR: .An;rthing else? 

MR. SIJOPE: No, air. 

H.lf.JR: Isn't that reall7 stettiniua • responsi­
bility? 

MR. SIJOPE: I reall7 don' t know. No, I don't 
think so. 

MR. BELL: I think that is Land's, because he said 
the other dar at luncheon that that waa Admiral Land' a 
responsibility, and he was going to apeak to Land about 
amne question of ships that rou raised at luncheon. 

H.Jl. JR: Well, I suggested to Jlr. S.ope that he 
see Admiral Land. 

MR. PAUL: What is his status now since the OPK 
waa abolished? 

MR. SULLIVAN: He 1a in the Maritime Commiuion. 

JIR. SIIOPE: He 1e the head of the JfaritiM Co-.iaaion. 

H.Jl.JR: . iDTthing else? 

.llll. SlOPE: No. 

H.lf.JR: Edward? 

llR. FOLEY: When you were away I attended a meeting 
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in Wickard's ottioe on the California food situation. 

B.K. JR: Oh, 7ee. 

liR. FOLEY1 The iftq and the Jla"7 and Justice and 
Labor and Treasur,r were there . The problem is a criti­
cal problem, not b7 virtue of &DTthing that we have 
done or are doing, but because Pl1ohologicall,y people 
are afraid of the Japanese fal'llla, afraid to glve the 
Japanese tenant farmer credit 10 that he can plant hi• 
crop. The Filipino i tinerant laborer who goes tram one 
farm to another out there when the7 are harvesting the 
crops doesn't want to work tor the Japanese . There is a 
tear on the part ot people ot bQfing Japanese produced 
food . It was decided that it wae Wickard's responai­
bill ty, and Wickard is going to appoint an agent in 
each one of the counties who will watch the situation, 
and it we need to do a~hing, it there i s a particular 
plantation or ranch or farm that hae Japanese personnel 
and they are worried about that and they want us to put 
somebody in and observe and supervise it, we will do 
that. It it needs the attention ot FBI , he will let 
FBI know, and the7 will make the adequate - I mean the 
necessary investigations . 

B. ll.JR: Couldn't George take a look at that while 
he is out there? 

MR. FOLEY: Well, I think he probably~tto have 
a little more time than that. 

J.iR. BUFFINGTON: I will only have a few days there . 

UR. FOLEY: 1hl.s is a f'irst class mesa. 

B.K. JR: I agree with you that it is Wickard's 
respon~ibility . 

KR. FOLEY: He didn't want to auume the responsi­
bility. He thought it was a state problem. But the 
Attorney General out there and the Governor are fighting, 
and they are goin~ to run - I mean, the present Attorney 
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General, a fellow by the name of '.'larren Russell, is 
running for Governor. The state aut horities are not 
hr~dline the proble~ , and somebody from the Federal 
Government has got to do something about it, and we all 
agreed that it was Nickard ' s responsibility. 

H.M. JR : "!londerful. 

Herbert? 

:st. GASTON: '.'/hile you were c-one a letter came 
from J . Edgar lioover tellinG about how they had arrested 
e. Revenue agent in ~lew York for extortion and telling 
you that they would continue the investigation and let 
you kno~ the results and further developments . I wrote 
the:n a letter in reply, telling him that undoubtedly t hey 
started this investi gat ion on the supposition this v1as 

a case of fal sely impersonatine a Federal officer, but 
now that they had found out it was a Revenue agent, it 
belon~ed to the Intelli; ence Unit and please t urn it 
over . They demurred at that a da7 or tTio, but I was 
told yesterday afternoon that they have turned it over 
to L~cQ).lillan in Hew York . It is a bad case. 

H. U. JR: Is it a bad case? 

I.:R. GASTOll : Yes. 

H. M. JR: That is t he second one . There was one 
in tlew Jersey. 

MR. -3ASTON: Yes , that New York area produces a 
lot of those cases . They have got a big - it is a 
thin~ that ~e may have more trouble with because they 
are greatly increasin~ the force of Revenue agents, you 
knor1 . Twentv-five hundred and four thousand . 7/e ar e 
going t o have more of those things popping. 

MR. PAUL : ·:.'hich district was that in? 

l.!R. GAS'!Ot; : That was in Allen' s district , the 
t hird district . 
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MR. PAUL: That ia whtre they are. 

MR. GASTON: That report, that personnel report 
you are asking about, Elmer tells me they won't be able 
to have that before sometime next week, but I told him 
to hurry up on it and use the phone and get a man out 
in Seattle - he was trying to send a man who was working 
on the case here to go out to Seattle, but I told him 
now to go on the phone and get somebody out in Seattle 
to work on it there. 

BTron Price asked me to - if I would flnd hi.a a 
man to take charge of the Division of Recorda and 
Reports, Division of Reports of Censorship, which is 
quite an important key post in the Censorship, and I 
have recODIIIended to hill Archie Buford, who was an 
Intelligence Unit man in charge of the investigation 
on the Huey Long cases and more recently in charge of 
the unjust enrichment tax investigations. I mentioned 
it to John and also to Guy Helvering through Norman Cann 
and they are willing to let him go, and he has been 
over to talk to Price about it . It is a big job, and 
I think he is a good man. 

H.K.JR: I am sorry to see him go. 

liR. GASTON: Harry Analinger has been bothered 
somewhat by ec::e fellow they have up on the Board of 
Economic Warfare, a man named Hazen, whose real name, 
Harry tells me, is l61ssein. He is an Arab or Iranian 
or something of the kind. But he has been send.ing 
requests to Jesse Jones, the Strategic Katerials 
Financing Orrnization there, asking them to buy large 
quantities o opium, which they haven' t been doing, but 
they have been coming back to Harrr, but Harry is getting 
together with the State Department and with the -with 
Jesse Jones' people to keep that under his control. 

H.K.JR: Call up Wilo Perkins. 

MR. FOLEY: Isn't that Annenberg's son-in- law, 
Hazen? 
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MR. GlS'i"'lf: !1ar17 aqa that he 11 an Arab ~~~a~d 
~eatin. It haen•t happened. 

H.K.JR: Are you eure he 1m' t !rca 'l'lbet? 

MR. FOLEY: Annenberg hae a eon-in-law w1 th one o! 
these moYie coapanlee, Ylce preeldent o! Warner Brcthera. 

H.K.JR: One o! thoee !lYe clrclee . 

MR. GlSTON: I thlnlt it is under control, becauee 
they won't bur it oYer there. 

H.K.JR: He lm't one o! these !lYe circle !ellowe? 

KR. GASTON: I don't lmow them. 

H.ll. JR: Don't you lmow them? They c01111 out ot 
Tibet . All right. 

IIIR. GASTON: 1bt is all. 

KR. GRAVES: You aeked me when I was in Seattl• to 
call ~. Boettlger. I found him out ot town, so I didn't 
get to see him. You alec aeked me to call on Kr. Disney 
in Loa Angelee which I did. I epent Saturdq afternoon 
w1 th llr . Disney in hie studio and eaw ~. Bu!tlngton' a 
picture and the beginnings o! our own aeries. 

H.K.JR: I will tell you what I would like you to 
do, Harold. I want to talk to you. I would like to 
clear up these men and then I want to talk to you about 
your own work. 

MR. GRAVES: Yes. 

H.K.JR: And i! you and Peter could come back and 
keep Peter around out ot miachle! for five minutes. 

KR. GRAVES: Yes. 

H.K.JR: And I will clear up this thl.ng and then I 
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YR. GRAVES: Very good, air. 

H.M. JR: Thank you. 
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IHJ l TARY HrF.R~<ENTS 

Present : Mr. Thompson 
Mr. Fell 
\l:r . Foley 
l'r . Gaston 
V.r. Haas 

January 21 , 1942 
3 :05p . m. 

9'~ 

l.!R. '!'~O::Ps::>N : The Secretary of · .. ar l'irote you on 
,Tanuary 6th and stat ed that the reserve officers' pool , 
would 1-e discontinued as of January 15th, but he extended 
H to January 26th, so that you could have an oppor tunity 
to deciae what you wanted to do for Treasur y employees 
holding commissi ons . 

H. •.I. J R: Talk up louder. It is my flying . I don ' t 
hear. 

I'R. T!iO~SON : All of the reserve officers in the 
pool ere automatically sub j ect to imQediate call, anc 
he advised t hat limited de ferments v;ould be consicered 
in exceptional cases , but ther e r.ould be no general de­
ferments for departments . That brings up im:neaiately 
t he oues tion of certain officers who hold co~ssi.ons, 
1·.ne tlier we shall ask cieferments for them or let t hem 
go unti l they 11re calk d. If v1e do ask for their 
deferments , they will be limited not to exceed sixty days , 
T am told , and the probabilities are tha t they would 
revoke t heir commissions. 

v 
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H.M. JR : I don't understand. These men were in a 
pool, is that right? 

Y.R . THOMPSON: That is r ight . 

H.l.I.JR: Now they have abolished the pool? 

L~. THOMPSO!I : And put them on the active list for 
call. 

P. .V. JR: If I say "All ri&ht, let t hem go, " t hen 
.what happens? 

' 'R. THO!lPSON: Then t hey will have to answer their 
call . 

H, l/ . JR: If I say I want them, then what happens? 

MR. THOMPSON : We would ask f or deferments , and they 
would defer them for not to exceed sixty days , I am 
told by the ~ujutont General ' s Office, but they also 
say they would probably revoke thei r commissions and 
t hat would mean they v10uld stay with us . 

H. V. JR: But they might be subject to draft as a 
private t hen. 

l~ . T!IO'IJ'SON : Yes . 

!.:P.. Bt;IL : That is if t !·ey are wi thin that age 
limit . 

H . ~! . JR : Well, I think the simplest thing on tlli.s 
thi ne is in each case to ask the man whether he wants 
to go. I think t hat is the firs t thing. Herbert? 

MF. . THOMPs:>N : I nave done t hat in several cases . 

MR. !:ASTON: Yes . 
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B.ll. Jlh I MUl, do these MD wut to go? 

llll. BILLa I think that h right. You ou•t 
afford to ••7 that we wut thia aan deferred and 
han hia thrcnm IIUt of the u.,, han hie oo.Uuioa 
reYOked. Be ldght not wut it reYoked, ud I think 
that h right. 

B.II.JR: In Bouot•a caae I haYe settled i t. 

llll. G1SU: Re haa gone. 

B.II.JR: He na here thia •l'lli~~g. 

llll. BELL: Who waa that? 

lfR. TJI)IIPS)I: Bcuct. T'.-;; ~ther two Secret 
Service MD are OTer iit the White Rouse, guardi~~g 
the President. . 

If YOU don't ask for deferaents, that will 
raise a question. 

B.~.JR; Wo, I think what applies to Bouck would 
appl7 to the othera. 

IIR. TitUMPOOI: I til ink so too. 

B.II,JRa '!'hat would take care of that. Ifow, 
I ... rok, I haYe got, I think, an esrecial arr&~~ge.ent 
arraag .. ent with Iaaarck, who is do ng ldlitar7 
intelligence. I thilllt I hanJot that arrangeaant, 
but JOU had better aat hia ag n, because --

' IIR. TIIOIIPSOW: llajor Sm1 th would know. 

lfR. GAS!Oif: Theyllight appoint hia back, I suppou, 
the7 aight desigu.te hla back. 

B.II.JR: They would. And the other fellows are 
Towaon, Iadea, Brown, Allen. It gets down to four, 
that h all : 

Regraded Unclassified



- 4 -

MR. THOKPS<lf: Tb&t 1a all , yes . 

H.M.JR: Why not ask those tour --
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KR. THOMPSON: I have alr eady cleared with Brown 
and ·Allen. They would both like to stay with us, even 
if they lose their commissions . So that cuts it down 
to Towson and Kades . 

H.M. JR: Now, walt a minute . Why should I ask 
for deferment for Allen? 

MR. RELL: Well, Allen is the Chief Disbursing 
Officer. A IIAll 65 years can't do anything but sit 
at a desk in the ~ar Department, and he certainly 
is more valuable as Chief --

H.Y. JR: He is 65 years old? 

MR. BELL : Yes, sir. 

H. A! . JR:· That is crazy. 

MR. BELL: He is a colonel in the Reserve Corps. 
He is more val uabl e to us as Chief Disbursing Officer 
than he could possibly be over there in the War 
Department. 

H.M. JR: That is crazy. 

MR. BELL: I think so too . 

H. l!. JR: He is 65? 

MR. THOMPSON : Sixty-five, and he told me today that 
if we asked for a deferment and they revoked his commission, 
that would be all right. 

MR. BELL: He should never have accepted the commission 
in the first place. 
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H.Y.JR: Did he fight in the last warY 

MR. BELL: No . He has got t he commission since the 
lsat war, when he was in the Bureau of t he. Budget, about 
1920 or •25 . 

H.M. JR: Well, I think a man 65 is certainly aa 
usefUl here as he is in the Armf. 

lr!R. BELL: )(ore useful. 

)(R. r.JsroN: He would be on the same kind of work. 
They 110uld use him over in the Arll\Y on the same kind of 
thing. 

H.M.JR: Now, Brown? 

MR. THOMPSON : He is one of Irey's men in Atlanta 
who is handling some tax cases, and Irey thinks that 
his knowledge of those cases from t he inception is so 
valuable that he should be retained. 

H.M.JR: Yes, hut what· does he want to do? 

lr!R. THOMPSON: Irey said he 110uld want to stay with 
us . He is a married man with three children and pretty 
well settled, and he thinks he would like to stay. He 
i s going to check with him. He is pretty confident that 
he would want to stay with us . 

H.M. JR: Do you know? 

lr!R. THOMPSON: No. 

he? 
H.M. JR: A married man- he wouldn't be called, would 

MR. THOMPSON : He would he called as a Reserve 
Officer, not as a draftee . 

H.M. JR: How old a man is he? 

L!R. THOJ.!P9JN: He is a man in his forties . 
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H.M.JR: What do rou think about that, Herbert? 

IIR. GASTON : Well, I understand fr011 .bl.Jier that he 
1a a ncy good man, and that it would gua things up 
pretty badly if they lost him. They would probably put 
him on to some kind of desk work in the war Department , 

H.Y. JR: How old is he? 

MR. THOJ.IPSON: Forty- two or three, I think they 
said . Just about at the t op of the draft age . 

H.!l. JR: I think I would keep him. 

IIR. GASTON: We got him deferred, you know, got 
him put into that ReserYe pool about a year ago . 

H.M.JR: Forty-two. Has he had any field experience, 
Brown? 

MR. THOMPSON: Oh, yea. He is one of Irey's field 
men. 

H.M. JR: No, in the Arm1' 

IIR. THOMPSON: I don' t know. I don • t think he has. 

IIR. BELL: Well, probably all of these Reserve 
Officers have had the usual two week~ training each 
year. They go to a camp . 

H.V. JR: Now, what about Kades? 

¥R· FOLEY: Well, I consider Ksdee to be as good a 
man as we have got in the legal division. 

R.M. lR: How old is Kades? 

MR. FOLEY: Kades is SS. He got his commission 
because he was in the R.O.T. C. at Cornell. He hasn't 
been to camp and he haan•t drilled since he has been 

, 
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with me. 'hey have changed the regulations and all that 
sort of thing. Now, Kades is a peculiar fellow in that 
he has thought about what he ought to do . He has talked 
with Eddie Greenbaum and people around the department 
here . I think if it were left to his own decision, he 
would go. I feel if he did, that it would be such a loss 
to the Treasury that we couldn' t afford to have that 
happen, and I think that when you are dealing with a 
fellow's emotions, that somebody has got to decide that 
problem for him. Now, he says if he was sure that he 
could go into the - into active service and go to the 
field with the troops , he wouldn't stay here a minute, 
but I am sure that they are not going to let that happen. 
He is too good and they are going to - because they are 
very anxious to get fellows with his kind of experience. 
T mean, he knows more about taxes than anybody in the 
War Department with the possible exception of Eddie, 
and they would love to get their hands on him, and they 
would immediately assign him to a desk over there, and 
he wouldn't do nearly as much in the over-all effort 
as he is doing here. 

Now, I think that that is a test case , and if we 
let him go, then we are going to - our whole - we have 
got a young division that is active and forceful, and 
the whole bunch will just run right out. They will 
all make applications for commissions, and they can get 
them. 

The War Department will make anybody a captain or 
a lieutenant that has the kind of training that fellows 
like Kades have got and put them over there. 

Now, I think that that is a serious problem. 

H.M.JR: O.K., O.K. , don't talk any more . 

MR. FOLEY: Towson made an application for a re­
serve - for a reserve officer's commission in the Army 
Intelligence before he came to us, Re has been VIi th us 
now in the Foreign Funds work about tVIO years, and Pehle 
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feela that he is verr, ver, ee1ential to the work. 

Mow, he, I believe, would rather etar where he ie 
than go over there . He hae never--

. H.JI. JR: Who ii - !rmT Intelligence. 
fellow that waa in the bank here? 

Wean' t he the 
• 

KR. FOLEY: Yea. 

H.JI.JR: He ie a good aan. How old is he? 

KR. FOLEY: !bout !ortr or fortr-one . 

KR. BELL: He is in Honolulu. You would have to 
uk hia. 

KR. FOLEY: I think John knowe how he feels about 
it. He doesn' t feel the same way ~ades does . 

H. II.JR: How does Kamarck feel? 

KR. THOIIPSON: I talked to him, and he is perfectlr 
willing to - he is just on the fence . He will go or 
star. Just whatever rou desire, I think. 

KR. FOLEY: Now, I han got another fellow, Kr . 
Secretarr, that r.ou ought to know about. Steve Spingarn 
haa been classified, and he haa been examined and ao 
forth, and he is all read7 to go, and he wants to go . 
He 1a an awtullr good un. 

H.II.JR: Well, he is a bachelor. 

JIR. FOLEY: He is a bachelor. 

H.JI. JR: How old is Steve? 

KR. FOLEY: Steve is somewhere around thirty-three 
or thirtr-four. 

H.II.JR: I think in Steve's case, he should go. He 
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11 a bachelor. 

KR. FOLEY: Well, that is what he wants t o do, and 
he is making applicatiop tor a coaadaaion, and I think 
he will probably get a commiaaion. 

Now, Waesohe has told these young fellows of oura 
that have had legislative experience that he would like 
to have them, and he will give them commissions as 
lieutenants in the Navy, junior or senior grade, and he 
wants to put one eround with the CO!IIIIandant of each one 
of the headquartera. 

H.M. JR: You mean to say that a man like Spingarn 
wants to do that9 

VR. FOLEY: No, he doesn't want to do that. Steve 
wants a commission in the A~. If he can't get his 
commission, he is going to go a~ a draftee, selectee, 
and then after he has been in camp for the requisite 
time, he is going to make application for officers 
training school. 

H.M.JR: And pray until he gets it. But Steve is 
different, don't you think so? . 

lo!R. G.lSTON: Yes, I think that ia up to Steve . 

H.ll. JR: He is a young fellow. That is different. 
What9 That is different. 

KR, FOLEY: ! 'h•d a ti!.lk with Steve , Steve a&)' a, 
"Please don't ask for any deferment for me, because I 
don't want it. I want to go. • 

H.ll.JR: Let him go . 

MR. FOLEY: He feels very strongly. 

MR. BELL : I feel where they are going to sit at a 
desk that they are more valuable to the Treasur7. 

llR. FOLEY: I do too. 
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R.M.JR: Are we all right? 

).!R, TROMProff: There is one man l!r. Rell will 
probably want to mention, Fritz. 
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MR. BELL: Fritz ie in charge of all of the account­
ing in the Disbursing Office, and he is forty-four years 
old, but his wife is working, and he thinks that ha 
might be called. Now, he has got a chance to go in the 
Coast Guard as a lieutenant, and he wants to know whether 
he should accept it--

H.M.JR: Look, this is the thing. If these fellows 
want to be an officer, want to go into a fighting unit, 
O.K., but as between sitting here as a civilian or 
being in Coast Guard with a uniform and doing a civilian • a 
job, I am against it. 

YR. BELL: Well, I am too. 

MRS. KLOTZ: That is exactly the way I feel. 

H.M. JR: I am against it. If a fellow wants to get 
in the fighting forces, more ~ower to him, that is the 
way I feel, but as between belng here or being a captain 
in the Army and just wearing the uni!ol'll but doing the 
same work as here, just because we have no uniforms, I 
think it is the bunk . 

MR. FOLEY: Well, I do too, Mr. Secretarr, and I 
think before we are through you may have to glve con­
sideration to asking for commissions and detailing to 
the Treasury for some of the key people like Kades and 
the difference between wearing a uniform and being in the 
Armf doing the work in the Treasury. 

H.M.JR: Well, this thing is going to spread what· 
I am doing, isn't it? 

MR. FOLEY: Of course it is going to spread. 

H.M. JR: Well, this is the thing, Norman. If s man 
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wants to go in the tlfhting foroe•t ,.,, 1ee, or if a 
IWI - a ;roung fellow s eo 11 tuated that ha oan p ln, 
yea. But if it a question aa bet .. an hie gettlnl a delt 
job and wearing a gold braid or belq here w1 thout pld 
braid, I aay he 1a better off here~ 

KR. TIIOKP!Dl': Yea. 

KRS. KLOTZ: Be (Foley) raises hia next point. 

MR. FOLEY: The next point is that with some of our 
younger men you mar want to consider in order to keep 
that kind of exper ence right here in the Treaaury, 
asking for co.missions for those fellows and haTlng 
thea detailed here, have thaa aaaigned t o you, and that 
will overcoae the wbole problea of whether or not a 
fellow --

B.K. JR: Will they do that? 

MR. FOLEY: Oh, yea, I think so. I feel that way 
myself, Kr. Secretary. I will be 87 pretty soon, but 
I have pretty good health, and if I run for public office 
some day, ao~~o~~body ia going to aak 11o11 where I waa during 
the war, and what I do ia going to refiect on what all · 
the reat of these fellows that are looking to ae in the 
legal division will do, and I have been thinking about 
it a good deal latelJ, and it was one of the things 
I wanted to talk to ;rou about. 

B.U.JR: Along what lines, Ed? 

KR. FOLEY: Well, I don't know. What do JOU think 
I ought to do? 

H.K.JR: Well, let's talk it over walki.ng back and 
forth. 

KR. FOLEY: That ia what I wanted to do . saetiae. 

KR. BELL: rhe statement you have made is all right, 
Vr, Secretary, that if it ia a question of whether they 

• 
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are goin~ to get a desk jo'b onr in the 111.1' Departamt 
or staT ~ere, Whf, theT wil l etaT here, that ia, ae 
bet•een getting a desk job an! a co.-iaaiOD. Well now, 
the7 make that deciaion and then alx aontha later theT are 
drafted and then theT have to go •• a priTate. 

B.M. JR: Yee, but these men arm•t going to be 
drafted. 

MR. BELL: But some of theee men that we are talking 
about. 

KR. FOLEY: !Cades might. When JOU make the dechlon 
in so far as his being called as a - into actiTe dutT 
as a ReserTe Officer and he loses his co.mlssion, when 
you saT TOU want him to staT here, I think TOU have alwaya 
got to protect h1a if theT try to take hia through the 
draft . You have got to request a deferment at that time. 
Otherwise it ian•t fair. 

H.M. JR: 111 right . O.K. 
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TREASURY DEPARTMENT 105 
INI ........ IC& COMMUNICATION 

Mft Ja ua 17 21., 1942 

TO secreterr IIDrpnUiau 

,_ W. H. 8114lq 

Issue• - OUtllt!DdiJII !'UrDC ID J>.rO!!It¥! 

1 3/4$ rreu. llotea 'J/1.5/ 42 426 aUllon 406 aUllon 9S, 'J • 

~ F,I'J!,C , bonds 2)6 • 20S • 8?. % 

2 3/4% r . r . v. c. bonde 10) • 96 • 93. 2 • 

7/~ R. F. c. notes ~u • ~ • 98,8% 

Totala 1,076 llillion 1,014 •Ullon 

J 
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FJ!l ~~:lSDIATE RELEASE, 
:•o r. !ay, January 19, 1942. 

TREASl'RY DEPART:.lEt:T 

,., ). . t .. as .. tnt on 
i 0 (! 
~ <· 

Press Service 
i~o . 29- 72 

The Secretary of the Treasury today announced the final sub­

scrlp lion and allotment figures with respec t to the curr ent offering 

of 2 percent Treasury Bonds of 1949- 51. 

Subscriptions and allotments were divided aoong the several 

Federal Reserve Dis~ricts and the Treasury as follorrs : 

Federal Re,erve 
!lisLric t 

Dost.on 
!:e.,., York 
Fhlladelphia 
Cleveland 
Rie!l::-.ond 
AtlanLa 
ChiCOllO 
St. Louis 
r.:inneapolis 
;;a.,.as City 
Dallas 
San Francisco 
'i'roas.try 

?otal 

Treasw-; Notes 3 Percent 
Serle:; A-1242 mrc Bonds 

li 29, 451, 500 $ 
2?2, 205, 600 

6, 1 59,900 
106, 143,000 

10 ' 50:>, 500 21, ?66, 600 
13, 900, 400 1 ,u e, 100 

7, 121, 500 6 ,931,900 
1,595, 300 512, 800 

38, 1'72,800 32, 839, SOO 
3, 556, 000 7 , 917, 200 

1,337, 000 4, 0:31,, 900 
11,553, 600 6 ,389, 600 

2, 079, 900 932, 400 
9 , 038, 600 7, 775, 300 

78~ ,900 
$W5, 657, 800 

448 , 200 
$204,659,100 

Federal Reserve 
District 

Doston 
i:e·.v York 
Philadel phia 
Cleveland 
Richmond 
At l anta 
C!U.cago 
St. Louis 
IJinnea polis 
Kansas City 
Dallas 
Sa.'! Francisco 
Treasury 

7otal 

Z-3/4 Percent 
me Bonds 

:. 2,135, 800 
{,/,' 021' 000 

6, 417, 700 
1,452, 600 
2, 863, 400 

733, 400 
6 ,39d, JOO 
1,293,100 
2, 009, 600 
2, 3clS, 700 

524, 100 
5, 537, 100 
1~8 , 500 

$95, 933, 400 

Total Subscrip­
tions Received 
(Allotted i n ~Jll) 

li 41, 157, 200 
68) , 918' 700 
43, 873 ,aoo 
30, 327, 700 
19, 741, 800 

4, 971, 500 
l O?, ill.9,900 
1 5, 300, 300 
l v, 237 , 500 
25,000, 900 
4, 2o7, 400 

2), 772, 000 
1 ,400,600 

:a, 013, 839, Joo 

Rr'"C :;otes 
Series R 

$ 3, 410, 000 
241, 549,000 

5,189,000 
7 , 856, 000 
2, 825, 000 
2,130, 000 

)2, 439, 000 
2, 534, 000 
2,!!06,000 
4,669, 000 

751, 000 
1 , 421,000 

10,000 
$307, 589' 000 
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I; 

9 

10 

11 

1 2 

13 

14 

15 

16 

17 

1S 

19 

Unt'11 t,Hl 0:•• Ol'L ~o!· SL·: .in ·s ::on~ a t t the 
~eP.ern1 Rf"rt'l'Vr t •n1 c ~wl t h e Pos t C1'11ce De,.·u .. rtt~ant 

Jrnnflr~ U to <1nte 

( ! n t~Ot.oUo.P.:\S Of !"'iecP~ ) 

: Un!'illed :le1· orders BondG Unf1llcCl Stock of 
: or ders nt received ~ =nufactured orders nt "B" tY!>e 
: ooen1n: of close of bonds 

business to dey today business on hand 

1,597 ~60 !~60 1. ~m 511 

1, 597 649 500 1, 471 236 

1, 471 155 52'5 1 ,101 236 

1,101 none- no mn11 560 !)41 236 

541 ~59 !195 S05 236 

1;05 1•23 630 59 IS 236 

50'' ..,u 62? 670 550 236 

550 660 750 4?5 231 

455 773 775 426 204 

426 G72 :laO 29S 204 

293 none- no rtl' i l none- closed 29Ll 204 

29B 704 ISOO 202 204 

Office of the Secretary of the Trennury, t~nuary 20, 
D1v1~1on of Research nnd Str. tist1cs . 

u::: 
: del1ver lec 

t lli t> day 

11c:o 

r;o:;o 

575 

6oo 

62<; 

6';0 

6t;5 

1.000 

750 

1 , 000 

l.\00 

S2" 

1~ 
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I a::; "7 

1 • ~·,. • 10,229 • 1,~ • 7.'-5 • ~.nc ta.Dl • 1,~ • 7.'-5 tl3.7• , ·- 10,"" 1,11!56 1.m a.571 ~.531 1,. r.m a,.m 
' II,IIST ,,557 1,271 5.~ 16,21!1 ,015 1,171 5.1153 a, 7117 

5 '·"" 26,= ),211o 1),JM IIJ,60t )6,11o8 J,lllo 1i,JM "·~ 6 6,711 7. 1,)111 6,ns 15.n• 111,)69 1,= .771 12, 
7 '· 7111 

21,267 ),692 U,132 11),790 21,~ J, 11,1,31 i:H! I 7.509 21,297 ),121 12,171 37.,~ 21, ),Ill U,~ 
9 ~· 7116 12,)59 1,791 II, 765 U,92) 11,105 1,]91 II, 
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·.vf- 4 GOVT 4 EXTRA 

:(VIVEST FLO VI A HOLL VWOODBEACH FLO JAN 21 ~j,.'l 21 ptl 1? 30 

hl• •OkAil' E HENRY MORGENTHAU JR 

TPEASURY DEPT 

• IlPPI f'~E~JT I NG BR IEF RE PORT BY LETTER JANUARY SEVENTEENTH 

'H WIAI CASH REG ISTER COMPANY HAS REPRESENTATIVE HERE 

AY THE Y HAVE ALREADY AGREED TO TAKE OVER D I STRIBUTION 

~~ t F YOUR CHANGE I N DEFENSE SAVINGS STAMPS SIGNS ON 

I'' CA<H PEG JSTEPS IN THE UNITED STATES AND ALSO 

r~vorABI.f CONS IDERI'lG PRINT ING THE SIGNS THEMSELVES 

'f HAVE SUGGESTED DES IGNS READY IN CASE WE HAVE TO 

Pr:OnurE THEM OURSELVES HAVE ORDERED FIVE THOUSAND 

'' At;S "liTH 'H NUTE MAN AND THIRTEEN STARS FOR 

ll"'f" IATE DEl I VERY HOPE YOU ARE FEEL lNG BETTER 

•U~E'JE VI SLOAN EXECUTIVE DIRECTOR DEFENSE SAVINGS 

1 _< p 
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BOKOJ!JBLII J!IIIJ!T WORGZifl'll.tiJ, lL t 
!!OLLn'OOD BUC8 BOftl. 
!!OLLTWOOD, nARIDA 

111 
I!M,DJW. SIAQ 

1'JWJIOU - nuDl8l: 8AYD08 

ftt.7'l - IXPDID or 
LOAI8 l AI'TUT 20, 1942 

SUl'PI.maN'fiRO BIID' J!ll'ORT BY t.iiUR l £11UJ!Y ~ NA!'IOJW. CA811 
RlOI S'l'!ll C<»!P.ABT BAS Pl'JWIDIU'l'IlE BDI '!'ODATo 'l'KU BAn ATIIADT 
.AORUD TO TA}(E OVER DIS'l'RI1!0'1'IOII OJ' "'l'J.llol TOU'R aiWlGI Ill DU¥N8a 
SAVDIGS STJol!PS• SlOBS ON ALL CASB Bl!OI S'l'IRS I N TUK UHITi D STATES .U.D 
ALSO U YOIWILT COIISIDBRIMO PRill'l'ING TID: SI QllS '!'flD!SEI.ns. U BAn 
SUOOES'l'!D .ll!SYGBS READY IB CA9 liE llATl: TO PROWCE TI:Wi OUTiSI:L'V!:So 
IIAVI ORilllU:D JTn TBOU8AIIl> PUOS WHII lo!llllJ'i'l lWl AND '1"HHP.'HE11 S'J'.lRS 
701! DOmDU'U DELITillTo BOi.'K YOU .lllB J'ZKLIMO Bl1' tXR 

IOOJ!H'I W SLO.AII 
BXICU'1'In DD.. CTOl! 
Il'l.nlNSB SAVInGS ST.U'J' 
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I called Dave Morrie this morning and aek~d him to 
get a telegram out to the t i rst tvalve corporations who have 
payroll deduction plane vho wanted to be authorized issuing 
agents , whether or not they'd gotten the bonde and whether 
they had any complaints. He demurred about doing this, and 
said it might be understood as being critical ot the Federal 
Reserve. I ea1d be could sign my name. No, he said he'd 
do 1 t. 

I said, "It everything is in order, then we can compli­
ment the Federal Reserve; and it it isn't in order, we can give 
them hell . • 

Please get a cooy of the telegram be eent out and let 
me see 1 t. 

I t old him next week to send it out to the next lot ot 
eome hundred corporations that have come in. In other words, 
walt a week or give them, rather, a week' s head start. I told 
him to continue this tor two or three weeks until we knew 
detlnitely that everything wae in order. I told Dave Morrie 
to clear the telegr am with Dan Bell. 

v 

Regraded Unclassified



Jecretary Mor gonthau 

D. H. Morri e , Jr. 

113 

January 22 , 1942 

.)ubJOCt: T~elve Night Letters sent ~edneed~y . Januar y 21s t, 
" t your reoueet . 

GROUP A 

In the body of t he sP.mp le t elegra m t he a~ount 
\af t bl Pn~ ~~ s filled in ae indica ted on~os ite the n~mes 
ll·' t ed below. 

Ch lc~go . In~ iqna~olis ~ Loui ~v i ll c q , R. 
:;h I c~go 

Chic~ go & No rth~es tern R. R. Co . 
:hicago 

Interna tional Ha rves ter Co . 
Chic~ 1$0 

H• rnischfeger Cor p . 
~1lwaukee , 1i scons in 

T~ l e&rnu sent t o Group A: 

1,800 . 

15 .000 . 

270 ,000 . 

14 ,50J . 

Secreta ry Hor gent hau ~ sks me t o convey hi s appre­
ciat ion fo r your becoming qualified i ssuing agent for 
;e r les l bonds 1\nd is IS l ad t o hea r you h ve a lready r t:oui s i-
tioned :; t ace Yalue ot bonds. It would be a;>pre-
ci~ted if you woul d Sdnd a report t o the unders i 6ned s tat i ng 
ho· · the -: la n i s wo rking out ';tnd givi ng any comllents or sug;;es­
t l, ns ~htch you aay h~ve in regard thereto. 

( s i gned) Dave H. Morri s , Jr. 
As s i s t ant t o the Secreta ry of t he 
Treasury 

Regraded Unclassified



( -2-

CJIOGP I 

Ohie&&o I laet 1111~11 R. B. 
Chicago 

Chlcsgo Great Weetera R. R. Oo. 
Chtcaao 

Swltt & Oo. 
Chicago 

lllvaukee Jouraal 
lllwautee, Wl1coaeln 

Toa Ra1toa Peaaut Co. 
Oolubal, Georala 

llcb&el Broe., lac. 

... ll4 

( lthea1, Georala 

Oaia-Sloaa Co. 
laehY11le, fean111ee 

Telegraa 1ent to Group B: 

Secretary lor,ntb&D aah ae to CODYIJ bll 
appreclaUoa for rour ~a1ag qualUled l11uiag aceat 
for Ser1ee I boadl . Be aotee tkat eo far rou h&Ye requl­
alUoaed ao boade ud woaden vlletller tllh 11 due to 
coaplicatloal or aerelr the lack of 1ufflcient tlae for 
1nd1Y1dual aocuaalatioae to require the i11uance of ur 
bolld1. U would be appreciated U rou would 1end a re­
port to the uaderelgaed ooYeriDI tllil que1tioa &Dd al1o 
g1Y1Dg &01 CO ... Dtl or euggestlODI you 1&1 baYI OD the plan. 

(llgDed) DaYe B. lorrll, Jr. 
111letant to the Secretarr of the Trea1ury 

Regraded Unclassified
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Ql()!! 0 

Loule Pl1U1 Dryaood1 Co. 
Blral•pep, Alailia 

Telegraa ... , ~ Gro.p 0: 

us 

Secre\ary lora•tllaa uta .. ~ OOBY., 1111 
appreclatloa for your becoalaa qaallfltd leeulaa ., .. , 
tor Serlea I boDde. Be DOha '11a' Yft refltllllUoald 
$8 ,500 face Yalue of boDde ba' 'brouab a ale.adere,aadlDC 
'be bollde coald DOt be delh'ered becaae approprla'e 
cbect waa DO' reoehed by Federal Rnene Jut. Be bopee 
t bil llaa blea •'ralphaed oat &ad ,., plaa Ia DOw 
operaUq eaUifac,orlly. U would be apprecla'ed U 
you would eead a report to tbe UDderel .. ld oOYertaa roar 
eltuatloa aad aleo al•laa aar oo .... te or 1111111'1~ 
you 111.1 11an oa tbe plaa . 

(elaaed) DaYe R. Jorrla, Jr. 
Aaele\ant to 'be Secre\ary of 'lie 
free.aury 

Ooplee 'o: lleara . D. w. Bell 
Gra••• 
Sloaa 

DH1 ,JH :MCH 
1/ 22/42 

Regraded Unclassified
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Newspapers and other publications reported ae having 

established parroll savings plana, Januarr 20, 19~2 

177 :t'irma 

8),116 emploreee 

116 

~~~ -\.,.__ ezk tn'"(./ I 7) 
• e•'-4 170 -\._ I 1 • ' 
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!!8Yopapera and othu publlcationo reported ao hart~ eet&bllehed 
pe,y roll oa<rin&• 'P1&no .Januaey 20, 1942 

WB.W. 

llirmlll(;hem Po 1 t , B11'1111JI&hall 

C.U.U'O!UIU. 
Procreu Jollrllal, San Diego 

Paoadallll Star llewo Publlehing Co111P8J17, Paaade11a 

':'he ~1ner, San Fr2.nciaco 

':'rl'tuDo Pullllahln& Coey&ll)', Oalt.l&nd 

Pellinaula liewapapero , Palo .Uto 

San Franchco Chrollicle, Stu> Franeiaco 

S, r, ~l;r !leva, San Francisco 

'!'he Clti:en-Uno, Loa ~e1ea 

T101ea-1lirror, Loo .l.ngelea 

John P, Scrippa Newspapers , San Diego 

Southern Col1forn1a !levapapere, Loa An&eleo 

l.oo A:oceleo iL'I01ner, Loa A:>&elea 

l.oa .lll,;eleo !:Yelling !!arald and !:xprua, Loa .Ancoleo 

SuDaot !leva Comp"D7, Loa ~eleo 

llovorl;r Ellla Citi•en !levo, Beverl)' Billa 

Union ~ibWle PubllahiDE; CoiiiP&I11, San Dieco 

Paci!ie Preaa nnd Publication Aaon, , Sunn)'Vele 

P~veraide Dail7 Preas , R1vera1de 

Rodgera Nld :.!eDonald Publiahere, Inc. , Loa qe1 .. 

Sant a !>!olliee. PubHehing Coey&ll)', Santa llollica 

!:umber o! 
emplo)'eea 

210 

20 

700 

568 

298 

700 

450 

24o 

50 

4oo 

1 ,300 

1,100 

150 

70 

470 

112 

130 

260 

100 

/ 

11.7 

Regraded Unclassified
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r CO:.OlWXl 
'rhe Denver Poet, DenTer 

Colorado Harald PUbl1ob1nc Oompen;y, Den•er 

St...-.Journal PUbl1ob1n& Co~. Pueblo 

Denver lleva Co111P"D7, ])an•u 

comli:C~IM 

DMbury llewa-'l'lceo COIIIPDJ17, llanbur;r 

Hartford Courant, Hartford 

~rtford U:eo, Hartford 

1/atorbur;r-Ame rlean Republ1eM, Inc., 1/aterbur;y 

1aterbur;r ])ecoerat, Yaterbury 

Conde llaat Pub11cat1ona , Inc. , (;reenw1ch 

rtORIDA 

!q CoUDt;y Publ1shero, Inc. (The P81l8111a Cit;r 
Herald) , Pll1>8lll8 Oit;r 

Or lando Sentinel Star, Orlando 

1'1-rnkUn Preea . Hianl 

G:JOROU. 

Atlnnte Journal , Atlanta 

Bereld PublishlJl& CoarpaJ>7, .AIJ6uata 

I ~!.~So 

Cnpltal !leva Publhhln& Cot:3pM7, Bola• 

llal.l;r BUlletin, Blaclc:toot 

!:Umber of 
ecplo;reea 

200 

59 

378 

414 

225 

100 

17 

109 

550 

110 

157 

100 

11 

/ 

118 

Regraded Unclassified
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IOVA 
llecioter &114 !l'rib\llle, D .. lfoiuo 

Meredith Publiah1n£ Coap&DT, Doo Noineo 

lA!iSAB 

~~ Topeka State J ourn&l. , Inc. , Topelce. 

Rutcbinoon PUblishing Comp&n7, Rutcbineon 

Capper Publlcatlons, Inc., 1'opel<a. 

lloaeon PUbll abine; Co!!!}l&ey, "licblta 

I!!> werT 

Courter Journal and Louhrtlle fbea, Loulnille 

V..I.I!IJI 

(;Nl!let Publlabing OomP&n7, Portland 

}!ASS.AO!lUsmS 

Globe llewopaper Company, :Soaton 

Courier Citizen, lowell 

Court Square Preu, :lloaton 

hterprhe PUbllal1in& Coli!J)aiU", :Brockton 

P!1=Pton Prua, ltorwood 

1-.'lCRIOU 

:Sooth llowop11pera Inc., Detroit: 
Ann Arbor Newo 
ll~ City Tlmeo 
lllnt Journal 
Orand Repldl Prese 
J~kaon Citizen Patriot 
Ialamaaoo Gasotte 
Muakeaon Cbronl.cle 
Sealnawllewo 

Dltrolt l'ree Preu, Inc. , Detroit 

EYeninc llewo Aoaoel&tion, Detroit 

llaaber ot 
e.plo:r-eo 

1 ,000 

30 

106 

no 
300 

1,200 

l,OS4 

750 

161 

143 

650 

1,224 

1,116 

1,S96 

U9 

Regraded Unclassified
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IIIC!lCWI - Contillllad 

I:Di&b\ llev~ra. Detroit 

flail Publilhinc Ooi!PI'DT, Detroit 

:saul• Creek Inquirer-lleva, :Battle Creek 

Federated Publicatione, Inc., :Battle Creek 

v. l!. hrrell Aeeociatee, Inc., Ya,ne 

Doou Printing OomPBD7, lluakeccn 

Mllil.'l:SO!U 

Star J ourul and !'rlbune Coii])IUIT, lUnne~lia 

Duluth l!erald-l!eva Tribune , Duluth 

Mi,.eapolh Deily flmeo, llinneapolh 

l!orthweot PUblications, Inc. , St. Paul 

\toot Publhhing Co;op&DJ', St. Paul 

Hart PUbl1ahing Company, Minnee.polia 

llobb Pub11ohing Comp&DJ', St . P"ul 

!!'he Colvell Preas, lUnneepolh 

Curth CoiiJ)Nilee, Inc,, Kinneapolh 

lll SSISSIPPI 

llaridian Star, l!eridi&D 

v.onw 
Po at Publhhinc Co~q>&DJ', :Butte 

lll:IBJWU 

World Publhhing Compan,y, Omaha. 

!l!VJ.I)J. 

11e'f'ada State JoUJ'IIal , Reno 

• 

~er ot 120 
e.plOTMa 

1,000 

1,119 

110 

100 

300 

257 

565 

6oo 

108 

320 

35 

10 

150 

1011 

500 

Regraded Unclassified



- 5 -

m J!!SIT 
1!114oon D1 ~tch, 'D'Dion cu 7 

Porth .A:obo7 bOZliiiC lllevo , l'erth Alobo7 

Coll Printinc Publiah1nc CoaJ11U17, Pat h r oon 

Princeton l11ll.vereU 7 Pre .. , Pri110eton 

m llllXICC 

.Ubuquorqu. Publi ahing Coa})aZIT, .Ubwaurqu. 

m tou 
Do117 IUrror, Inc., !II"" York 

!low York fiaea Coc;pa117, Jlev Y0 rlc 

liow York Yor1d-Te1et~:raph Corp., !lev York 

!lev York Herald Tribune , Inc., !lev York 

1:ov York Journal .Ameriasn, Wev York 

:r..ber ot 
-.ploJMo 

120 

124 

72 

116 

1 ,341 

3.200 

1 , 226 

1,710 

!lev York Poet, Inc., New York 1, 288 

llloo1ra Star Gasette, Inc,, Elmira 165 

P M, IDe,. lie.- Yorlt 1,000 

Pol1ah :llvertt>odT'• Daiq, :Buttalo 1,4oo 

'l'ribllllo Pruo, OcdOZloburc 15 

Corrine d 1.t.aerica, I nc,, lfev York 141 

JoUJ'Ml ot Co•erce Corp. , 'llev Yor k 161 

l!roolc17n Dai17 Eai;1e, BroolcJ.¥n 800 

Doll Publiahing Co. , Inc., 'llev Yor k 182 

J'a1J'oh1ld Publ hh1nc Compaey , New Yo r ic 4 ,000 

Co1111tey Lite Pr eoo Corp., Wev York (Doubled.~~)' Doran) 800 

1'ho Orovell Collier Publiob1~ Oo,, low York 3,835 

llacJ'aU.in Publica t1one, Ino., l1ev Y0 rlc 700 

!'ht l<acllillan Co~~~P&nT, !lev York 4?0 

Macat1no ot Vall Str eet , llev York 

• 

121 

Regraded Unclassified
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( ll!'ll to !!I - Con t bme4 
McGra-l!lll Pub1hhiDC Oo •• be., lew Tori< 

'1'1 .. Ineorpqra ted, lew Tork 

llevrwek, !lew Tork 

Cberlu Scribner' e A lone , Jew York 

S. K. ll..,. Co •• Inc., lew Tork 

Populu Science P-abliehinc Co., Ine., Jw York 

!lev Tork Lav Pulllilhi~ Co., lew Torlt 

'l'boue Publiohin& Co•J>NIT, !lev York 

Str .. t & Smith Publioatione, Ine., !lew York 

'l'bo .&:lericu l!o•e }!qadne Corp., !lev York 

'l'bo l!opp Pre a a, I nc. , lev Tork 

wa.ber of 
-.plo;pwe 

1,200 

900 

lS5 

200 

270 

S5 

110 

6oo 

300 

!arpor & :Brothora, l!ev York 300 

Tho Laoqere Co. - Opera UTe Publiehing Co. , lloehoetor 150 

l!oaret l·~adne, Inc., l!ev York 1,302 

The Jlev Yorker, !lev York 16o 

!be Greu Publi ohine Co. , !lev Tork 108 

The Aoooeiated Preee, llev York 

.Ahrolll Publhhing Co. , Inc. , liev Tork 

Tho J'iteh Publiahin& Co., Inc., liev York 

J. J. Little & !Tee, l!ov Tork 

Publilhoro A .. oc1at1on of 1fTC, !lev Tori< 

ScribllOr Preae, 'Jew York 

Serippa llovard Co. , !lev Tork 

r.om CJJ>.OLnr.t. 

Piedmont Publiahinc Ooft!P&l~T, tfineton Sol• 

350 

300 

100 

185 
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!:Oit:liD.AIO"U 

Ol!IO 

Bl ....arcl< !l!ri buDe Cocp&l>J' , !1 em&rck 

Minot De1l7 :lewa, J.!bot 

Cl evele.nd llewe, Oleveltu~d 

Cleveland Preas , Cleveland 

Cl nel nn&t l Poet Puhliehlng Co., Ci ncinnat i 

b.Dt••«•t~ 

oiO.A!:mu. 

r.u:.ber or 
aplo)"eea 

Bl8cl<vtll Do.il7 Journal Publlohlng Co. , !laetvell 42 

Mutlctgte Phoenix end Tlllles-Dec:ocrat, Mutlcegee 181 

lltwa Publiehing & Prin t lng Co. , Ada 32 

OREOOll 

Journol Publlthing Co, , Portland 575 

Ore&Onian Publl ohlng Co . , Portland 700 

P!lll:STLVAIIU 

:Bulletin Col:lp8111, Philadelphia 2,037 

Phila4elphia Dall7 Hawa, I nc., Philadelphia 336 

Philadel phia I nquire r Co . ,Philadelphia 2 ,1!41 

Vnited !lew• CoJilPAll1 257 

Tho Curti a Publishing Co. of Delaware , Phila delphia 1,902 

!be Curti a Publl&hlng Co. of Penn., Philadel phia 3,939 

:Farm Journal, Ph1la4elphia 1!47 

llatlonal Publlohlng Co., Philadolphia 310 

P-G Publlsl11.ng Co., Phi ladelphia 

ll!'.Olnl ISWD 

Provtdanee Journal. Co., ProVidence 750 

123 

Regraded Unclassified
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sotm!DAIO!J. 
SlOWt Talle7 • ..,., CtUitOil 

VatertoVIl PUblic Oplllloll, WatertOVIl 

Uobrtcl&• frtbuu , Mobrlcl&e 

~4 CU7 Da117 Jo\U'Il&l , :b,pld CU7 

IUtcholl PUbUehiac Co. , Mitchell 

llorthw1tar11 Publ1oh1nc Co,, Mitchell 

T!l1.1lJ:SSllE 

Memphh Publ11h1ac Co., M•ph11 

l!erald-Po1t Publ1oh1ac Co., Ill Pato 

l!ewpaper Prlllt1ng Corp. , 11 Paoo 

Stephenville ll:mp1re-1'r1bune, Stephenville 

Oonzalee Inquirer, Oonsale1 

.1., 1!. l!elo Corporat1on, Dallal 

El Paoo !i.,.a, Inc. , •1 Paso 

San .&ntolllo Light , San .&ntolllo 

Mhe1on 'Hue, M1aaion 

Oateov1lle l~esaenger , ~ate1ville 

El Continental, Ill Pnto 

Oeclcoalonk Publlohlac Co. , Weot 

w .. tern .berlcan, 11 Pe1o 

':'eu1 Jano & Ranch Pub, Co., Dallas 

'rhe ~inner & Mi ller Publ1oh1ng Co., Dallal 

~ult Publ1ah1ng Oo., Rou1ton 

6 

30 

6 

44 

80 

1 

16 

150 

5 

9 

600 

20 

6 

25 

6 

4 

96 

24 

fho Rouoton Chronicle Publhhing Co. , Rou1ton 500 
Cllrter Publica t1onl, I nc. , Fort Worth 450 
Pniodlcal PUbl11hera Service l!ureau, Inc., Dallal 6o 

1.24 

Regraded Unclassified
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I'IRGINU 

'l'he Lynchburg !leva & AdYIInOe, ~hburg 

Yayneeboro-~ova-V1rg1n1nn, Waynesboro 

Vlnche1ter Evening St&r, ~lncheater 

liAS!!Il'Groll 

Son~tle Times Co., Sea ttle 

Republic Publ!shir~ Oo. , Seottle 

Cowles Publishing COJD!Jii!IY , Spolr..Me 

'1ISCO::SI» 

:he Journal Co::rpan:y, Wllvaukee 

lluaber of 
eaplo:yooe 

80 

25 

15 

525 

100 

125 

Regraded Unclassified



Pro~ortlon or C:ploreeo or &tatoi Countr and Local Gov­
• orn:~ontal Un1 to CoYered Under Par roll &ulngo Plan 

(~u:bor ot omploJoea In thouaan4a) 

State fotal nu.!>or 
ot IIIPlOJtoa y 

••••••••••• 0 • 147 
1 1} 

)2 
5 192 
9 }l 

............. 

13 42 

12 14 
1 ~~ • 
1 14 

170 

• 
52 
6a 

6 57 

21 4a 

1 ~ 
}II 

12~ 

26 1111 
19 as 
1 42 

} 
71l 
16 

• 34 
20 

112 10} • 1} 

20} 
2 

1107 
6} 
21 

16 
179 

51 

1 
2U 

12 

• ~~ 

2 1~i 
1 10 

18 56 
• 0 ••••••• 0 0 •• 

'1rgJnla ..... , ...... 

s 52 
1 39 

91 
- __ a 

li.aeblno ton ......... . 
Yeat Vlrg·1n1a .. .... . 
Ytaeonaln ... ....... . 
liJcming .. , ... ,, .. ,., 

425 },24} 
= -

126 

}1 
-

86 
2 
1 

7 

18 
22 

2 

19 

1 

41 
2 

}1 

3 

67 

l 

1 

10 
32 

15 
} 

13 
= 

O~?ice of th~ Seoretar, of thi freeaur,~ 
01'f1tlon o!' Rellt&reh and Stat1et1ee. Jen~r7 21 • 

¥t Aa r-oortt4 b7 State Adclr.latrat--ora . 
£/ Aa re rcrtt~ b7 the ~tntus Bur.-u. !r~l~e• achool teac~tra, 

t~lor••• ot ~~bllc •~rTlct rcterorlaet, part-tl:. arA 
to:~,orar, o>p1oJoeo . 

• Leta tnan ~ eaplorr••· 
Regraded Unclassified



Statt, Coun\7 and Local ao.e~naontal Unite 
SaYings Plana in Opo~tion 

Janua~y 17, 1942 

with Payroll 

Stoto 

(AI ropo~tt4 by tho Doronao Sa•i~a Starr•a State 
.&4ain1atratoro) 

OoYernmental unlt 

None reporting 

Arizona State By. Dopt.,Phoonix 
Ar1tona State Boopital

1 
Phoenix 

Ariton. State Penltent1ary, 
Florence 

Publ1o School Diot, llS, i 
Mohave Co. Court Houee, 
SantA Crut Co. Court Houae, oo11a••ll 
Total - Arltona 

County or San Mateo Cou.rthouet, 
R.tdwoot! City 

City or Glendale Glendale 
City or Loa Angeieo, Loo Angoloo 

Total - Calirom1a 

City and County ot DtnYtr,Denver 
City or Colorado Sp~ingo , 

Colorado Sprlngo 
Colorado Spr1nga School, Die ... , •• , 1 

Colorado Spr1ngo 
State or Colorado, Denver 

Total - Colorado 

Town ot Fairfield, fai~riold 
City or Br1dgepo~tL Br1dgepo~t 
Cit r or Hartford, ~rtrord 
City or New Raven, New Haven 
Ci tr or NoNallt 
Citr or Staator4 
Cit7 or Yaterburr 

Total - Conneet1cut 

!lone reporUng 

D1otriot GoTOr"""nt (all 
4opart=enta) 

Total - Dlo trio t or Colu=bia 

Dota11 

1,26c 
175 .. 

}S 
• • 

475 
500 

4 ,000 

) , 000 

)66 

250 
--2...22Q 

325 
2,590 
3,2'11o 
},000 

1100 
1,500 
~ 

January 21, 

Regraded Unclassified



stau. countr on1 !.Ooal Oonm-tal IJII1to wUh PaJroll 
lln1 np PloM 1A o"'rauon 

J&mi&J'1 17, 19'2 

lConUoate4 - 2 l 

(AI reported bT tho •tenoo ••loco l&at t •o ""'' 
Aolatlllo'ra'ore) 

Yohiolo Dopt.,! all&baoooo 
cur ot low e.rrna oaob 
Attornor General ' • ot t1oo, 
Boar4 of Oountr Oo .. 1ooionoro, 

Orlando 
Boar4 of Countr Co .. ioo1ontro, 

Jaoluloll'rillo 
Brt'r&r\1 Countr Court Routt n•u,n:LI 
Clerk, C1roult Court'o Ottloo, 

Orl.an4o 
Oltrk, C1rouU Court 1 o O!!~oo,ll:l&Illl 
Oltrk, Cr1a111al Court't Ott1ot, 

OrlaJ>4o 
C00tt1oo1o11or ot Agr1oulturo, 

!allabatoee 
Couotr Agent ' o Oftioo,Orlando 
Countr !u Aooeooor' o Ott 1oo 1uru1D<lO 
Couctr Judge'o Oft1ot, Orlanao 
lltoto Boopltal, Chattahooohoo 
lluporlntendent ot Public Inotruo 

Orlando 
luporintendent of Public lnotruo 

fall&baooee 
lltato Road De~>art""nt, Tallah&utt 
Tu Collector'• Ottice, Orlando 
lltate !roaourer' o 0!1'1c o, Tollahao 
Florida Hotel Oo .. loo1on,fo1lahato 
ln4uotr1al Coaa1oo1on, Tallahatooo 

o Ot t 1c o Orltndo 
Prhon, ~1tord 

lecret&rJ or ltatt 11 Ott1oe, 
Tallah&oooo 

lltato Co~trollor'o 0!!1co,Ta~•~~.,!''' 
lbarltt'o 01'1'1co, Orlando 
lbor11't'o Of1'1co, DuYal Countr, 

Jackaon'rlllo 
lltate L1brarr, 0!:~~~~~::•• lltato o1' Florida, 

Of1'1oo, and Board ot 
!all&baooee I 

Board ot ConeerYat1on,Talllha•• .. 
Winter a.•en 

Board of E4uoat1on, 
Ba•en 

- Plorlda 

- Goorglo 

• • 
}} 

1}0 

1}0 
22 

9 
71 

2 

• • 
~ 
5 

2} 

• 
• • 
a • 

52 
5 

127 

• • 
10 

6~ 

1~ 
lol 

128 

375 

Janu&rT 21, 

Regraded Unclassified
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s~~u . C untY end Loc~l Governmental Unlt e 
~vlnRa Pl~na ln ~erat1on 

Januar1 17, 1942 

( Continued - 3 ) 

• I th Poyroll 

(AI reported by tne oerense Sav1nt: • Starr• a State 
Ad:Unlatrstora ) 

Govarnoentsl unt.t 

Stat.e or I daho (various otllou 
of State Govern~ent) , Bolee 

Ctty of Boise - Run1e1pal f'rtf)loyeee 
Ada County D.P.A., Bclae 

Tota l - Id~tho 

,:or.e reno rtlng 

I\cn• rtt~-ortlng 

C~ty or !<a son 

Total - I ova 

C1t1 or Kenses =lty 
•yan~otte Cou~ty ~loyrea, 

Kan&l'lE :1 t:r 
Ctt1 c~ Plttsbu~~ 
:aty School &.'Oloyeee of P1 t ttbu r ,.:h 
C 1 ty of 'ronelr.a 

_ill 

i 

SoprJ of Put.llc UU11t1eti KMU I CHy 
';Lvr ot Kansas City Schoo Teac htrt 
Pollee De;>~:-tg.er. t o!' Hutchlr.eon 
State or Kon&aa Tooeko 
Toooka Teac hers' As8o. Tore~~ 
iH~illend Pe r k Teachers l As eo., Topeka 
Nalhturn Teaehers ' As so . , Tonfk& 
5f&man Teachers Toneka 
Sil&l(n!fl: Ccunty +eachera , To-oe~~ 

Tot .. \ - Kans as 

~o~or.wealtn or A~ntucky, St a te 
Ca~1tcl, :r~rtkfort 

:a tj' or l...ou1sv1.!.le 
Loulav::~e County Roe~ of 
~ucatlon, Loulavllle 

Ci ty Health Oe~t . , Lou!av1ll t 

Non.. r .. .,ort 1. l"if 

f • 
... 1 ty o f Auburn 
Cl. ty of Au.rusta 
Clty of Ge.f.dlntr 
C1t,y of Le·..-leton 

Totnl - !{lllne 

12. 0')() 
6, :lv"' 

1 • CJY.> __ 622 

129 

699 

0 

20 , 500 

J•nuan 21. 
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M&to 

eount7 and Looal OcwoPBMDtal lhllto wsn r.n.u 
lo•illn Plaae la o, ... u .. 
~~ 17, 1912 . 

(Coet,._e4-- I 

(.u l'lpOI'to4 '117 "- Dotouo ~an ... nan•o a.te 
.u.ta.J.otNtGI'o) 

Oofti"'IMBtal all1t 

lloao •-•UJtC 
loDo P.portlllll 

IC.to Oo,..,.....,t Lanalnc 17,500 
lllolllpn lute li!gh_,. D.pt., 

htron },800 
Oltf ot Qrand Rapldo 1,}00 
Cl ty ot L1noo1n Part 157 
llllD1~ 18l'T1ot eo-1to1on, 

.1 ouo 100 
CountJ Clerk'• 0tt1oe, leat Co~t7, 

OraDd Rapldo 
~ 01 tr or &roD lloW>tal.D 

01\y o t lloDl'Oo 
1ji Olty ot llloo 

8o&rd ot &ducaUon, Orand Rapldo l,'<X> 
City ot Alpoaa • 
Oltf or AAn Arbor • 
C1t7 ot OadUloo • 
our ot &ooonaba • 
Olt 1 ot Jootoon 450 
01tt ot lalamo~oo • 
Olty ot Lanel"i • 
Llnooln Park Board of lduoat1on, 

LlnoolD Part 1}0 
Olt7 ot Ludl~on • 
01tf or llenoa •• • 
Oltf ot R1ur llouge • 
Oltf of loglnav • 
loult au. llar1o Boord ot _ill 

!'otol - lllohl.gan 

01t7 or lt1llvator 50 
01\y ot 111nnaapol1o 2,989 
lt. Paul City oDd COW>tf ~lorooo },}91 
IC.to or 111nnooota , lt. Po 12,000 
111nnoapol1o Pub11o Library 250 
lt. Loulo OOW>tf '-P1oyooo,Dulutb ~ 
fotol - ll1nnoooto 

Oltf at llorldlOD 1~ Cltt of Jaotoon 
laotoon C1ty 8oboo1o, Jootoon }61 
ltoto Boord ot Health, Jaotoon • 
!'otal - ll1oo1oo1pp1 

lono reporting 

D1Yio1on of ftoooaroh and 8tat1otloo. 

Xuaber or eeploJete not re~orted . 

130 

1,411 

0 
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state, Count7 and Local Oon,..,..ntal Unlto w1th Pa7roll 
9a•1nga Plana ln Operation 

Januarr l7, 19112 

(Oont1nuod - 5 ) 

(Ao report ed bT the Detenoe lluingo Start• a Stott 
Ac!Jii nletrotoro) 

Oovem•ntal unit 

State ot Kontana1 Ro1ea& 
Cl\J or Groat Pule 

'total - Montana 

CitT ot Pallen 
Vathoe County Ulerk, Reno 
City ot Reno 
Churchill County, Fallon 

Total - Nevada 

Go•ernor 1a OttSJ:e, Trenton 
County treaaurer'• orr1.ce,Jeraey 01 
orrloo or the CitT Manager, 

Reokenoaolt 
Otrloe ot the l!&J'or, Orange 
Otrloo or tho Maror, Irvington 
O:tt1c e ot the Maror, P•aeaic 
Otrloo or tho Maror, Clltton 
Clt7 or Pateraon 
City o r loot Orange 
City or Garfield 
City ot Porth Amboy 
Raritan Tovnoh1p 
City ot Newark 
Newark Public Library, Newark 

Total - Mev Joreor 

On1•era1t7 or Mev Mexico, 
Albuquerque 

State Klghvay Dept.,Albuquerq~• 

Total - Mev Mexloo 

D1etr1ot Attorney's Ott1ce, N.Y.O. 
Div . or Plaoomont and Unelllp1oyment 

Ineuranoe, New York Clty 
City o r Now York 
Port or N. Y. Authority , M.Y.C. 
Renaeelaer County Court Houee 
~loyeee, Renneelaer 

Nov York Public 1.1bro.rr,N.Y.C. 
State l!ioo'>lO)"Unt 8eM'1ce, H. Y.C. 
Ccuntr or Chowng, n"ira 
CitT or £la1ra 
Publle 8cboola, Jaaeatown 
College or t ho Citr ot ~ev York 

and Statll t1oe. 

Of e-rlOJIII DOt r19ortt4 . 

ro 
175 
~ 

16,000 
15,000 

250 
500 
910 
302 
204 

1 000 
• 5!6 
150 
JJO 
250 

6,700 
___£.25. 

• 
• 

200 , 000 
1,100 

200 
too • 
200 

~ 
• 

3,101 

Regraded Unclassified



State 

Ylrg1n1a 

and LOcal GoYem .. ntol Un1to •Uh 
S.•1ngo Plano in ~ration 

Janulll'7 17, 1~2 

(Continued - 7 ) 

Payroll 

(Ao uportod by tbo Defonoo S.•1ngo starr• o etato 
Ada1n1otratoro) 

None reporting 

Vorooont State li1mployeeo, Kontpol 
Burlington City £mployeeo 
St. Albano City li1mployeoo 

Total - Vermont 

Commonvoalth ot Virg1nia,R1oh&ond 
City of Staunton 
City of Vinobeoter 
City of Norfolk 
Norfolk School Board 
City of South Mortolk 
Norfolk Public Library, MortoU 

Total - Virg1n1a 

Treaaurer•e Department..~. Seattle 
Soatne Public Bonool Teaobno 
ling' e County Publlo School 

f eachere, Seattle 

t otal - Vaoh1ngton 

Charleaton Depart~ent of Publlo 
Aeelet anoe, Charla& ton 

Ole n•ille State Teaohoro College 
Shepherd State Toaohore College, 

Shepherdetovn 
Weot Virginia Uni•. ,Korgontovn 
Veet Virginia lnduotrial Sobool 

tor Boya, P~ntytown 
Veet Virginia State College, 

Inet1tute 

Total - Voot Virginia 

Mone reporting 

Mono ing 

De taU 

~ • 

15,000 

~ 
1,950 

1150 
200 

___!2 

5.6oo 
2,200 

• 

600 
30 

Jg 
llo 

_!QQ 

1,000 

7 
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State, Cou.ntT ond Looal Oo-<em110n~al Ull1ta 
So•1ngo Plano 1n Oporot1on 

Jonua17 17, 1~2 

Carol1no 

(ContiJiuo4 - 6 ) 

(Ao reported b7 the Dotenoe Sa•lngo Statt•o Stott 
A4m1n1otratoro) 

Oovern .. nt~ unit 

01t7 or Oraenoboro 
OltJ of Vtnoton-Bolea 
01t7 of Charlotte 
Otr1ce ot Tax Collector, V1leon 

Total - North Oorol1na 

None report 1"8 

None report 1~ 

'l'otol - Oklahoma 

Multnomoh Countr Employeoo, County 
Court Houee, Portland 

Total - Oroson 

None report 1ng 

C1ty of Central falle 
01ty of Pawtucket 
C1ty of Prov14enoe 
Sta te or Rhode l eland, Provldenoe 
Cl ty ot Warwlok 

Total - Rhode leland 

!lone reporting 

Board of 14uootlon, IUtchell 
Clty or 111toboll 
Clt7 Soboolo, Brookl.nge 
Total - 8outb Dakota 

None 

Cl ty of J:l Paoo 
County ot El Paeo, El Paao 
'l'emplo Publ1o 8oboolo , 'l'emplt 
Clty or St amford 
Oon1alee County A. C. A. ,Gon~&lee 
Oontalto Countr Agent, Oontalto 
Ottlce ot .U11110r an4 Collector 

ot !&XII, Auat10 
Countr Clerk' • Ottlco, Auat1n 
BollU Ut Sobool 

D1etr1et, 
Supor1ntondont of ~ucat:1ol'1~1rt'!f~:t~n 
County or Dallaa, 

orr tea, Dallal 
County Tax Collec tor's 

'l'otal - Toxu 

• 

}00 
1,000 

~·~ 
' 4u 

~~ • • 
9 
1 

17 
12 

26 
900 

26 
___g 

Januarr 21, 1 
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A4opUon or Payroll II&Ylngo Plan b7 Firao ~lOJing 
100 or More Peroono, Januar7 17, 1942 

(AI reported bJ tho Doronoo Sa•lngo 
starr'• State adalnlotratoro) 

Stete 

..U•""""· .............. 361 6o 
.u-tron• · •• • • • • • • • • • • • • 1~ 36 
.1J'.(Int41i l o •• • • • • • • • • • • • 1,0n Callt'ornla •.•• • • ••• • • · 2,021 
eotora4o • ••••••••.•••• 2}0 88 

.;cnneot1cut ••••••.. • • • 807 277 
] •l.avare •.••••.••• , ••• 112 2" 
... ttr1c t ot Columbia •• ~ ~l nor!da .•.•••••••••••• 205 
ifore11 ••••• o ••••••••• 132 102 

6o 31 
2,U6 32~ 

.t.euna ............... 766 ?r 3211 
239 229 

!er.t uck,J • • •••••••••••• ~2 u 
t.c:..1t1an.a ••••••••••••• ~~ •• 
!"'ol tr.t. 0 0 0 0 •••••••••••• 

164 '1.ar :l«.nd •••••••• o ••••• 559 
~!auacnuaettl .• o 0 0 0 ••• 1,893 427 

) lcn lgan .............. 1,~ jlf .nntaota ....•. 0 •• 0 ••• 

MhUae l 'OQl •• , .•••••.. 171 48 
~1taour1 ••••••.••••••• 74~ 3~ Montana ••• •• o •• o ••• o. o 

tlebratka •••••••••••••• 1611 118 
:ieYada ••..••••.••••••• 27 15 

aa~~thlre •.••. oo oo 172 42 
Jer t t 1 -•.......... 1,107 359 
~exlco ••••• 0 0 0. 0 •• l!o 22 
!or k ••. 0 • 0 • 0 •••• , • 5.~j l ,r~ 

Carolina •••••••• 
llolkota .......... JQ Ill! 0 0 • 0 0 0 •••••••••• 2,296 

•••••• 0 0 0 •••• 407 

271 n • 
0 0 0 ••••••• 2, 5l 690 
•• 0 0 • 0 •••• 31 112 

270 ~ 22 

d~ 
II-• 

00 ••••••••• 0 ••••• 116 
• •• •••• 0 ••••••••• 1~~ 26 

47 
433 107 
1192 123 
339 31 

• 0 ••••• 0 • 0 •• IU7 64• 
.............. 13 5 

_.!22 _.!22 

~ ~ 

13 4 ' 

17 
~7 

~~ 
}IS 

311-
2 

13 
42 
14 
52 
11 

l 
96 
23. 
24 
19 
23 
35 
66 
26 

~~ 
2* ~4 
32 
55 
24 
15 
l7 
19 
17 
20 
26 
36 
19 
li-1 
1 
7 

21 
62 
25 
25 
9 

10 
31! 

....lQQ 

24 -
Ol•hlon or an4 Statlatloe. Janu.&r)' 23, 1542 

Data art ror Januar7 10. 
O,ta not • Yallable. 

No later data a•Al labla . 
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...... anf1Lle~ Or~ere for SP.vin~o Bon~e rt ~he 
FPder<>l Rf'eerve !!t>nl:o nnd t he Poe t o::1ee I'"e!)ar-:=en~ 

J 'n:.tl'.ry o to drte 
(!n thousrnds of p1Pces ) 

: unfilled He~1 orders Bonds -Un?illect StocK or IBl: 
: or(tere at r eceived : manufactured Ol'<1ere at •s • tyPe : dell verieo 
: open1ne of olooe of bonds 

bueinese 
todt\y todny business on hand · this day 

J!Ul. 
s 1.597 460 460 1. 597 511 ~50 

9 1.597 6~ 500 1, 471 236 550 

10 1.~71 155 525 1,101 236 575 

11 1,101 none-no mail 560 5~1 236 6oo 

12 541 S59 595 805 236 625 

13 605 423 630 598 236 650. 

1~ 598 62? 670 550 236 6&5 

'-
15 550 66o 750 455 231 1,000 

16 455 77} 775 ~26 2o4 750 

17 426 G72 sao 29S 2o4 1,000 

18 298 none-no mail none-closed 29S 204 800 

19 29S 2o4 sao• 202 2o4 825 

20 202 2o4 soo• 86 184 1,000 

Of!1ce or the ~ecretary of ~~~ Irenoury, 
D1v1s1on of RPnerrch r~d StPt1ot1ee . 

J anunry 21, ~ 

• Of this amount 500,000 plecee went i nto inventor y ln the Washington vaul t e. 
Regraded Unclassified



CollpAI'a\he lta\-11.\ cd leleo hrlDc 
SeftJI\eu Bu.oillea a Dqa ot JU~Q&rT 19112 u4 Dec•'ber u4 ..,,.•'ber 1~1 

(..,,..'ber 1-22, Decu'ber 1-19, JU~Q&rT 1-20) 
0.. »&ela ot Ia .... Prioe 

(.blcnmta 111. \houaud.a ot do11ara) 

L 

Sal .. 
............, ot Iacreaae Peroe•t-ce ot Iacr-•• 

It• 
JU~Q&rT De-'ber l o••l>•r 

JU~Q&rT I De-'ber I J....-, 

I oftr onr I ....... 
I 19112 1~1 19111 Decpbfr I loTP'bor I DeMl>or 

Sariaa I - Poat otticaa $107,1118 $ 50.192 • 28,7211 • 57.626 • 21,1168 1111 ... 

Sariaa I - BaBka 3071656 9ll.596 52. 107 21J.Q6o 111 . 7!9 .m& 

S.riaa I - !o\al 1115,474 11111,789 111,531 270,6115 63.258 1117 .o 
Sariaa r - !&aka 44,64o 15,028 13,111111 29,612 1,1110 197.0 

Sarlaa G - !&aka 11121251 II6,JZ'l 79.012 95.1172 71367 111,0 

!o\al ~ll65 ~116,196 tlzll,l21 $l96,169 • I!.~ 16o,,. 

Source: .U1 tlllUI'•• are 4apoo1h with \he !raaeurar ot t.U V..1h4 Stat .. 011. accou\ ot prooe<lf.a 

of aalaa of V..Ha4 S\atao aarlac- 'boll4a. 
lo\a: rtcurao haft 'baa rou4a4 to ••araat thoUaall4 all4 will DO\ Dacaaaar117 &44 to total a I 

llecDber ....... 
I ....... uer 

7ll.7f. 
l1d 

77.6 
11.5 

....ial 

111. 5 

Regraded Unclassified



I 

I 

unDD HoU!I8 u.n.a :acmue 
JIIU}T lalee- J~. 19112 

Cia :luio o~ t ..... PriM 

(Ia -••• ot tell.an) 

Poet ClnlM 
:..U: :IODl lalao loU :a.& 111M 

:IODl lalee 
Jlato 

lerloa • krlM. lerloa P lerloa I t.\&1 lerloa • a-u., 
J-r, 19112 • 1,~ • 7.6o5 t19.~ ·~ • 1,--1 . ~·· • 10,229 

2 ... 10,1J(i 2,056 1.m . 20,571 1~,,. !,.,_ 
) ll,ll57 9.557 1,271 5.115) 16,119 1 ,015 1,171 

~ 9.~ "·z= ),2l!o 1l,7011 ll),661 )6,llol ),211o 
6,711 7. 1,~ • TTl 15,771 11l,"' 1,= 

7 6,7'11 21,267 ), 11,8)2 II.),~ 21,~ 
,, 

• 7.ra 21,297 ),121 l2,m )7.919 21, ,,.1 
9 12,)59 1,791 •• 11,m 11,105 1,791 

10 ~:,. 16,0)1 1,.,. 6,)55 21l,2 20,112, 1,1!11 

12 10,117 )T,U) ),1)0 1-.~ "·"' ll7,~ ,,.,., 
~i 4•902 15,()59 2,507 u, 29.510 22, 1 l!,,oT 

dtt 19,9)9 ),701 lll,29) n.m 21l,6JI5 ),1'01 
15 16,597 2,21l) ~,21) ~·12) 2J,oU !,MJ 
16 ~,721 26,2)9 ll,)19 ,071 ,6)7 )1,960 ll,)l, 
17 ,1)0 6,93) m ),001 10,100 U,76) m 
19 1,1)5 )9,000 3.9~ 16,599 59.5115 ll7,135 "'"' 20 5.155 10,5119 2,211!5 10,551 13.311!5 15,70) 2,115 

total ~Ill t307.656 • ~.6l!o tuz.251 .,.,,.7 tln5,1l71l • ~ 6l!o 

Clnlco o~ tile leoro\ai'J tl tM ~-•1· :Dhlol• ot laoueb .... haUoU.oa. 

1ovce1 loU ncveo on , ... u. cu. u. ~ t1 tu 11lih4 hatoa • _, ot ra••• Ia ot 
ooloa ot 11l1M4 hat .. oaytap ~. 

•o\ol :ftcu'M llaft '-e 11 a'ef to •-• ••••• oa4 Y1ll aot ao-•U'llT .... to '•tala. 

a-u.. llta1 

• 7,"' . ,,.,., 
7,~ 5. 

.,.m 
10, 

1z.7011 
.TTl "·= •• 11,1)2 

II,~ • • 
'·"' 

::: 
11,611.1 

~.~ I!S.m u, 
U:~ ~., 

t= ,., 7 
,..~ 

),001 15,5)0 

16,, 61,,., 
10,551 11,5)9 

•• 151 e&IR.)65 , I !1, 19112, 

Regraded Unclassified
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( 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE JanuarJ 21, 1942 

ro rr. ~lhite 

rRoM l'r. Ullmann llnd l'r. \7ood 

~u'ojoct 1 Tolan Corllllittee Report (Oecentber 19, 1941) 

rne report focuses attention on the failure to bring about lUll 
utiliz•tion of •\mrica ' " industrial capacity for the 11ar effort - a 
failure wnich is causin{; scrlO'JS unemployment , is \1&&l<enins civilian morale, 
"'":<! Ills delayed the cnxinizing of our strlldne por:or. 

:no report. not only sheds light on thfl rae tor3 \'7h1ch a.'"<! responsible 
~or ths present situation, irut cakes saoe constNctive reca:cenda~ions for 
alleviat1nt; th.l serious condi t.ion . 

: . Factor3 .le>ponsible For The Present Sitmt ion 

A. Industry has failed to convart; and the Government has done 
nothinr effective to r equire l arge- ccale conversion. 

'!'he OovJrnment defense acencios have ' i'or tho most par t , 
loft oporations to the discretion or industries rnther than 
assw:e leadership in chansin& production to war- tine purposes . 
~"" in attempts to force conversion bJ curtailing civilian 
production , the defense agencies were not strict enou&h to 
ob~:in ~ ~ubstantial r esult . 

In an effort to ~ain civilian production , durable 
cons-=r fO odS itxiustrles , such as autooobilec, han favored 
buil~ ner. facilities rather than interruptin& production in 
t.'leir principal peo.ce-tiJ::e plants . Industries producin& critical 
rau c :>terial.s have rasisted aey expansion whatever or capaci tv'. 

B. The procram suffer s from the absence of a coordinated plan, 
from inadequate procureoent policies, and from overco~centration 
ot' orders . 

Priorities have been imposed in the a bsence of a production 
Prorram and , as a result , between 2 million an<i J million T.ork­
ors :tUl suffer "priority" unempl oyment . The absence o~ a plan 
can partiaU:r be ascribed to the delaor of the •\ni!il and the !iaV'J 
in subcdttinc their estina;:.es of milit&r.f raquirel!:onts . Instead, 
~ro • .uct.on has been based on the conception or licdted milit:u-J 

Regraded Unclassified



( 

- 2 - Division of ~onetary 
Res <!arch 

neeo.s . P83ce- tilte procurement procedures have remained in 
er:ect , loavinc the rat e of completion or the contracts to 
t.l'IC l'>llnufacturer, The bulk of t he contracts have been placed 
·tit.h larce nanui'acturers '1ho have accumulated bac!-~ocs r ather 
than subcontrnct extensively. 

c. Tho defense aeenc i es have failed to provide any effective 
prot""" for the t ransfer or reemployment or l abor in tr.e defense 
uf fort . 

II . ~cco=oondations 

A. t;;staoUsh a central boar<! .nth responsibill:;y for brineing 
about cQC?lcte utiliza tion o! ~erica • s inoustrial capacity. 

3, Utilize fully exist.int: canufacturi.'l{; i'acilitids, but ex-
rand C&!l&City for production Of critical r &TI J:l:lterials , 

c . Review all contr ac ts over ':500, 0JO nth compl >ti on dat~s 
b':o'Ond June )0 1 1942, for purpos ) S of S teppinc; u~ pr oduction; 
ina"Curato sys~em of supervisinc and steppinc uo production , 

IJ. .'o avoid ne-.< unemployment , continue small a."'d nediure-size 
plants in civilian !)reducti on until plans are ·.tor ked out to 
brine them into am.ament production; dowlo1> fu1•thar tech."'iquas 
for subcontracting and for poolinC rncilities . 

c . ..nerever possible , transfe r la.>or ncr.< empl oyed in civilian 
production to ~iLary pr oduction. 

7o nlle~te the effects of unsoploy:ont, 

l . Sxt•nd co"'!)ensable t.ir.e under Wl'!nplo;r-ent co"'!"':lSt.ticn 
to 2o 1tee~s . 

2. Allow t-he •• orks Pro~;ress Adm1n1atro.tion to est ablish a 
rotr3ininS proeram open to all ,·:or kcr s . 

) , Re~ove certil~caLion of ~orkers for such a procr am froo 
the innds or local authorities . 

Regraded Unclassified



TO 

TREASURY DEPARTMEN T 

INTER O,.,.,CK COMMUNICATION 

Seoretarr lloraenthau 

~. Swope 

On tbe r.oo-e~at1on ot the D1r.otor ot the 
!lint, the Seoretarr ot the 'l'reaeurr baa approved a 
onange 1D tbe aetal oontent ot the one cent piece. 

Tne one oent piece now oonta1ne, in addition to 
copper, a oertaln portion ot tin and z1no . 'l'ne 
progre.a il to reaOTe tbe tln, wbiob ia a etrateg1o 
aaterial needed i n the war ... rgenor, and leave onlr 
a aer. tr.oe ot tin 1n tbe oo1n. TDI coin lteelf 
will be the eaae alae and weight, will not be atteoted 
in appear.noe or durabilitJ, and will eave, on the 
preeent rate ot ueage, over 100,000 pound• ot t i n 
per rear. 

In addition, tin on band and on order, aaountlng 
to alaoet •o,ooo pounde , will be turned over for uee 
in tbe production ot aateriel tor defen•• · It will 
be April 15 before &DJ new coin• will be placed in 
oiroulatlon. 

40 
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TO 

, .. 0 .. 

TREASURY DEPARTMENT 141 
INTEJII.OI"''lC& COMMUNICATION 

Secretary Yor genthau 

E.· H. Foley, Jr. 

DATil JAN ! 1194:2 

This is an additional report on our investigation 
with respect to the ownership of the Westchester Apart­
menta. 

We have now r eceived a report on this matter from 
Stopford of the British Embassy. 

London confirms that the Nederlandsehe Standaard 
Bank is a form of trust company for the Ofenheim familJ" 
money. J.ll of the children of Dr. Ofenheim are British 
born and the only one taking an interest in financial 
affairs is William Ofenheim, now fighting with the 
British forces in Africa. William Ofenheim is a dir­
ector of the Nederlandsche Standaard Bank, as are Hans 
Christian Sonne and a Yr . Du.schnitz, both of whom are 
in the United States. We are proceeding with our in­
vestigation of these latter two individuals. 

London confirms that there does not appear to be 
any truth in the report that Qlleen Wilhellaina owns the 
Westchester Apartaenta. 

f. ,~ . =fL . 

~ 
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Orifinel retd to Mr. Swope for 
c·~nsr!'itta to Mr. lblck 1/23/42 . 

l 
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Feb . 11, 194"'J"" 

;) : 

I don' t tW.nk it ! a necessary to allow 
t .E~e to t he Socreto.ry . However, I have oallC' 
tl·e t tcntion ot •Jr. Bell to these Cubl ea. 
· ti. o.w. 

~"oles in uestion dated 12/27/41, l / 21/4'?. & 
und 2/ 2/42 

nol ot t hia . B!llo is attac hed t o 12/27 cnblt 
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J&Duory 21, 1942 

250, twenty- first. 

Depe.rt,.nt1 a 151, thirteenth. 

llr. Altmeyer now atetee t l'.at be an.d General Rines 

would &ppreci~to 7our sendi ns from time to time current 

material on Civilian Injuries SchOQO, Ponaiona and 

Oollatero1 subjec ts including eny l ater ruloo and ordora 

or reports. T"ney 11ould pnrt1cu1orllr 1U:o l e.teet co~iea 

of Oiti:c~ Advice E2!!! publiehod ~ Nat ional council 

ot Social Services. Plooeo eond ell material of this 

character a t least in triplicate eo t h&t conies BaJ be 

turnbhed beth llr. Altmeyer Md Conoral Ei:loe. 

lru: TCA : lCL RP 

!lULL 
(LIJG) 
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J-.-rr 21, 1M2 

In replJ refer to 
740, 0011 lacifio lar/115!56 

fha Secretar,y of State preeento b le coaplt.ento to 

tbe Honorable tba Secretazy of the freaoUJ')' and tramoalto 

beredtb a cow of deepateb no. 460 of JUNazy 2, 1942 

fr011 tbe .&..eriean lllb&a~ at P-. ellbalttln& :>ftopaper 

accounto of official deere•• which contain the texto or 

declareUono of var, eotabllebinc certain ell8r geoey 

aee.aureo including tbe froeain& of twldlo of tbo Je.:!"'l'••e 

and Ado Govol'lllll8nh, ao well ao t he control of Axb 

hcloeure: 

l'r011 ~. no. •60, 
Janv.&%7 2, 194.2, with 
encloturea. 

Regraded Unclassified



p..,.._, Jan~:y 2, 1942 

A!R !!AIL ---
SUll.."EC~: Submitting l!owop&ll<tr Accou.nta of 

Officl~l Deereeo Eotabliahing 
tl ar L!ec..aurea . 

'i'be Honor,.ble 

~ir: 

'l'he Sec•·otary of State, 
Jaohbston, D. c. 

I ~.aTe the honor to transa it herewith newapa~r cliuningo which 
coata!.:l tto tex,t s ~ or SUJ:L"38.r i es of : !!i text a , or certain offleito..l de­
ereeo w!1ic:l: han bee3 prOIINlgated in P4D3DIL Cit:; aiot:e the decl&ret ior.o 
of war , eotacliah i ng the o~•r~nc,r meaouroo alrea~ descr ibed in 
lleoMtchea llo. 4C:3 of Dece:ober 18 and llo. 446 of Decc::>ber 26 , 1941. 

The aubjecto of the decrees are ao t ollowo: 

1. Ja:po..~ose Funds Frozen. 

2. Axis Funds ?rozen. 

3. Comoittee of Civilian De!enoe Boco~oo Part o! Government. 

4. Co.aiaaion of Control ot Prieea Reestabliahen 

~. 'iiorkin,z Plan !or C!fice of tho CuttoC:~:.:> of Axis Property . 

'l'he full officinl t exts of the forecoing 1111~ ap~ar io due co-..r•a 
in t ho G~.cc~a Oficial. -

Respectfully yours, 

ro~ ~~· Ambassador: 

John J . Muccio 
Firat Secretery of Embaeoy 

~ncloe\U"ea: 
:;ewapaJl<!r eliu_ohgs (5) 

'iiii?./a.et 

Co'l)' : bJ:l-23-42 
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Source r "11 Pae&~~& hcrica• 
Decez~er 8 , 1941. 

The Govornmeot o! the Republic of Po~ baa contioueu taki~G 

e·tefi' aort of precc.'ttion s.e a rcault of the tn acherous attack m.nde 

by t he Ja),lU.llGoe forces against posaen!ona of t he United States 1n 

the :Far Eaat 1111d aga1rat the ~il1'0pi~e hlMda, afte r havl!'-6 yester-

~ b : e:UateJ.;,· ordered the aneat ot ell Japanoae oubJects redding 

!o PallNII&.. 

~ ll..,Ls of " Decree-Law 1aoued thh morning &<Ld bearing the 

•lcnaturea of the President o~ t he Republic and of all t he !Unlotera 

of Stat e , the Executive baa now prohibited the exportat ion of gol~ or 

other fund& or aasetJ bolo~.;ing to the Goverruoent of J&pen or ita 

aubjecta or Juridical paraono m..de up of ouch subject s . 

T~e text of this ~oat 1nportant Decree-Law is co follows : 

The Preoident of t he Republic, in t ho use of the extraordlnar1 

<OWero conferred on hi. by ~ No. 41 acJ with t be fa~orabla opinior. 

o! t he Cabinet Council &<Ld o! t he Sp~cial C"""'iuioo elee~•d in 

accordaneo with paragraph 20 ot article aO of the ::attonal Conatit,;t1on, 

end , consider i n6: 

l. That the Govdr~ent of t ho United 3tates of ~eriea boa 

officiall~ infor=ed the Government of Pon~a tb~t oil1tary force• o! 

t ho Imperial Govcrncont of Japan yeoterday unexpectedly attac~ed cllitary 

b&tee of t oo United Statea located in Hawaii and the F~il1pp1ne Iolande ; 
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z. !bat a '~ ae ... ra1 tnav •-l'lodM -. ..... ,.._ .... t~w 

CaUeA 1\atea 01> llaroh 2, 1936, U 11 proriM4 la .VUale X t!aat, la 

ou• of a ooatlecnU• or \bna\ of llll"ldOII 1 la alcb \he Movtv 

or "'' ,.,._ CaaaJ. ..,. 'be • ....,..ret•, \he no lo .. s-ak "•Ul \Ule 

the preoauUODU7 aa4 dllfaua •uvee wbtoh _.,. lie oout41re4 ,.. .. NN'J 

tor the proteoUoa of \betr •-• latareoht 

JJI~I 

.t.rUole 1. ~ ezpor\e\lAn of 1014 or other taD41 or uae\a 'belOJJ&-

1ac \o the lllplrlal Gonr_,t ot Japu, t\e ni>Jecto or to J>arutoal 

~-· -" up ot euah .UJac\e 1a forbt61ea. 

.t.r\1ole Z. Ja"'r1ac iDIUtuUou or all¥ ot~r Jad41oal or ~~&tanl 

penoa badac 1A their poeeaaetoa taD4D or ora4th 1A fa...,r of \be 

eattttaa or pereoaa .. nt1oDI4 1D ~ foracolac arttcla ohall hold \hoe• 

4Dpoet\ar1ee are 11\e'blte~t llaYinc t~ o'bltpUon of reportt.., to the 

llioil\17 of :PiiiDDoe and 1'riDIDI'Y, wtth1D a perto4 of fhe 411f•, oo the 

Ullh ~14 or t~ credUa Jllirabla • 

.t.r\tcll a. A., rlolaUon of \b1 prorlliooe of th11 Deere~ will 'bl 

:puiebe4 wi\b \b1 peoalQ- of 0111 thouaant balboaa or non-co-"!>lo U.. 

prta-at for \brae 80Dthe, which oball 'be lapoel4 1v' tb• W.,or of 

the raepeottYI Dtetrlct; 

.t.r\ioll '· !h1 SacuUYI Ponr 11 npower•d to adept anal~ 

... eur11 -catut aa, State or Statla, eu'bJ•ote or Jur141cal por10111 -.61 

up of euoh IUbJ•ote tllat conotitut• a thrla\ ecatu\ t~ Bapu'blic of 

PaDua or ICDiDit the nwutrali\:y or ooourit:y of the 1'- C&D&l 'blcaual 

of bltnc 1n a etat• o.r war with the llllitl4 Stat11 of A.-rica. 

P..blicaUoa 1n one of tb• local n .. epepen. 

!'a:U A:J'OB 

Regraded Unclassified
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IOiaGIII "D ,._ "-'ioa" 0 

Jloooa .. 13, 1~1. 

J'llc.JIIft or '!Ill .ui 1 .t.'l'BOIIII 

!he Qo-\ 'faDe O!luop ot 
All Propa\7 ..... 

!Ide wm..e prop ... ,:r of lane, 
Itellne u4 J ..... .. 

w.r 1o ualanl oa the J~ .. -1re, w-., orurol e\tacl~Mu 

tor U>.o lanUoa ot uaUUUee ot all real u4 110ft)le proper\7 

&D4 aoMte of Jqau .. , Genuto u4 ha11alu 1a \bo llepllblic of 

P-. Ia 4u oour .. - o .. will M 8i!POUU4 to - w \Ill 

a..totr ot \bio real aal IIOftlllo proper\7 alii 1a IIJcll oftlclal 

olroloo 1\ 1o •14 \bat the -~- la..,..r ot \111o to-11\7, 

Dr. lloraolo 7, Alfaro, 11111 rooobe tho IIJIPOl-'-'· 

lo cift ~ \bo \OD of , ... looroo h-4 \la1o IIOftiJICI 

!ho Preel ... \ of Ule lllopUUc, 1a tbo ... of 111• 1-.J. powre, 

coao1w11111 

!!!at \bo llaUoaal Aeoeabl:r 7eo,..,_, pa .. et law llo, 104 ll7 

wll1ob tbo ozleteaoe of a etate of a&' lloheoD tbo B.,.allllc ot 

Pa-. alii '"• :II!Plre ot Ja.p&A h ualarel aal otbor --•• \&kiD 

wltb reopect \o tho proooat cootlacr&Uoaa 

!'bat \bat law •• eppr0ft4 reoter<laJ aa4, accor41Dcl:r. 1o aow 

1D toroo, ll7 uprula 41recUoa of tbo 1ociola\'Clrel 
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!'bat --. -. •IMrlau.u PM'-' " u. •••at" ._ 

.w-r• lila\ ol ....-~. wt\ll re ... \ n .., Ja'141oal or •t.N~ 

:ptrHOD or pol1Uoal eaUy, _. J4•reatft or l'lpl'eadw- •• 

11 _, -. ...,. -••.-aT tor •U•al ..,_ aa& ,.,. w- o1 till 

&11114 •-vt••· u4 \e ,.._ .. \Ill ~tauea u1. r...-tauea 

of pl4 uane (...W.e) eto., Ito, 

., .•.. 
.t.rUoJ.. 1. Jlaall:lac lae'thUoaa or .., •lwal or Jao14lal 

,__ diu _, Mft .. .-. or ora41h *iell ~-. to .~.,... .. , 

a.c .. aa4 IWS.U or a a : •'•• - •Uwte4 ~ - o1 ,.,_ 

or 'F •'JMh of .., stan 'llblell ~ tbr•n• llle •oartlt ol \1M 

ltpll\llo or of tbe '-- Cual at-Uoall7 b-• a UJOdlllr)' 

Ulerlof &»4 abaU S...diat•lT repor\ lo lbl Altea Proper\)' Ollaio41aa. 

.t.rllola 2. :laakiDC 1aelllllUoae oball 110t allow \be GIPiaiiiC 

of upooU boDo 11111ell the otore•14 altfto lraYD &»4 \hl7 abaU hr­

allll io \be O..e\o41aa a Uat fd Ule reanre ol tM• be•o. 

.t.rUoJ.. ). •otarl .. an forb146oa to •-•• 1aot.._.h or 

io aa\blal-.l• eoc-ta lbl ....,. .. ot olalell h to 01ll, ~~or\pel, 

l•M, oto,, .,.._.,,. belollgbc lo lho porooaa -uoao4 1a \hie 

CS..Oree .• 

.t.rUole ~. fbi Public llac1otor oball rotra1a tr.. acUac oa 

1aot.nMah 1o 11111ell U.. otoro•U alleaa 110rtpee or ooll0lu4.o &aF 

ocatract wUh riiQIIOt tc \he real proper\)' 'llblell tho)' haTe recorUd • 

.t.rUclo 5, !be - -are .-u be a4opl od \7 tbl GeMJ'al 

AUlalotraUoa of lateral lleT- wilh rocar• to U.. traaafar of 

a.foo &114 \be lle.Joro ot lM Dlatr1ct wtlh roprd io tho aale ot 

"~\Uoo, 
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of .r_.. .... Oea "• aa4 lte1 '••e ... ...U Pl'llle4 M ~n. 

u, ~\1111 tile ..-. nqdre& \!lent•, 
J.rUole 7. .t.1l tu4e --~ \o laillnd!lalo of • ..,_..u 

,.uo11011Ueo oball 'be Upclolw& Sa \!Ia II&Ueaallellk ta a •nlal 

_, &lGI> oba11 'be oarr1e4 t• \llo\ ,_,. ... 

J.rUole I. I\ a.nlno 'l!pO& • :iiMUUn Po-, \llroacll tM 

lllah\r7 of ,_. aD4 ~ .,..7, " lliPGlat u- .U.rtiaaw per­

-1 of \ala Ou\otiu u4 \o appo1At aaialova\oro of *• atMUo& 

eo\PU ..... h, *lGI> aiii1Jiiotratoro -..t ctn '-a4 \o ~-· 

~izt •• , ..... 

l.et 1t 'be ..U ll::aotra aD4 p!l'bll .. &. 

Gina Ia Pa-. I»oa'ber U, ~1. 

!be rr .. 1UDt ot \!Ia llep!l'bllo, 

l.lc:aJ!llO .AJXlii'O m U. (JUAJ.D:U., 

!be 111111o\er of ~ aa4 !rea~~UT, 
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ICUIC!I!t "'.a hirella .. ,._., 
11••'-r 17, l.Ml. 

!D ClT!Lld WH*' NllfllllQI _,,. -
CB' - Cll S WI if IIDlftiDI 

u wlll aCIIl$ro1 .U .. un•t..• •-oM& wUil 
$lie otnu.. •t•- ot ov •-'"'' 

~Joti•rao &114 JuaUoo , accor41Bc to .. oanU'II ....... iaeu4 711tor«.r 

acrol.Dc creaUac \Ill aa14 c-udoa, wh icll will cODirol .U aeU'1'1U11 

o-c\14 with \Ill •t•- ot $lao o1YU"- popal.aUoa. 

.t.ccor4illc to till 1114 41acrH, till Cirll"- Dot•,.• C~adoa wlll 

'bl fo....._ of a cllt..f c-1•11-r, wlao will lla•• 111 hie cllarco till 

poi'MDIDt .. nioll of tile C~adoD &114 'lllo wUl reolln a 110Jitlll7 

111117 of 3110 balbou, aD4 fiYI co•lllloMn wbo will c1n thlt.r .. nio•• 

lo aD hOD0r117 oapaoi\Jo 

!hi Ue2'11 epoc lt11a thai 1 poreoDI who Yolwiarll¥ otter tlllir 

llrYiOII ehaU cooperate with thl plriODAil of thl 0iY1l "- DefiDII 

C-h oiOD lt, 111 ihl op111i.., of thl Chief c-lldODor, $lliJ are f1tte4 

t o 4o eo. !!14 Chief C~odo•r lllall 1'ctrilllr bl nponre4 to create 

opooill oOIIIittlllo 1 

Aaothlr d8orll lllterl•• lend 711t1~ 1101"D1Ac thraacb thl 111ailtl7 

of l>obi1rao, .,a111ta llr • ._1 11c!7 u CAlif o-iedcmar of CiYU"­

Deteul. Ill hal ...... aonl.Dc 111 th11 capaci\7 alDOl lalt Sahr4q whiD 

t hl oroaUoa ot thil .. Y111oa of thl Qo'llr-at wu .. o1u4 upoa. 

.t.1 Mabin of till C1Y11"- JllfiDII C-bo10D 'lllo will llrYI 111 ID 

hoDOI'VJ oapaol'J, the t olliiWl.Dc haYI Juot bolD appo111te4t 11111r1 · laDl 

Areaco I , , .t.bU111 Blll14o, WlOI loll Jolcll, IDOOIDcio Gllill4o T., ID4 

Gut a yo •to .. .,., P. who wlll act 11 aocret117 of the o.._.ai .. Uoa. 
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.._ .... , • ., ... , ~~ , ................ ~ f• ... 

m•te• ""* ,.,._. 111r u. otnu.a lief- o-t,..._ 
1• tlaie repl'4 1\ le a.. \llat .. _.. ~ •• wu -­

,_l.u of ••• , 1ll4lu orscta, .......... - laa4ft4 ftluwer 

rec11traUoa b1alra fro.~ ottl .. a Mt., ta ~ ... u~ of u. 
laUOD&l ~. 

JlU C<JIPDf & •m Bl91 110 W'l IJIIfii)CflCII 

aceorUac to • •••noc.,.. .. uc __ t _.. , .. ._.., 111r C&ptala Dtae s. Jloetnp. 

"'-" lutraaUou will be P"" t...adlira Ul4 JrldliJ'a at debt o1 oloek 

1D tbe ..,.,.iDs la tbe ball of aeu1011a of tbe Central Jarrecb. 

Lut n5.Cbt, 1D liee1M1Dc thla perlo4 of cloull~ illatruoUo•, Oaptala 

IN.h Doataco Alfaro, JiQ'e1c1u of tha J'tre l)epu"t.eat, pft a 1eotul'e 

on tirat aU, whloh aaJ117 flre•n fro. other ooiiJI&IIlu atte...S.4. 

!he te .. h!ac Ul4 aaialatraUft pere-1 of the lchoo1 of Ana 

aa4 Orafb baa ... , tbe 111A1ater of lduaUoa, Lloecla4o Tl.ctor 

"'lr. llilllaterl 

1lleillc thoroacbl7 •are of tbe MrlouaHa of the · 
preMat u. .. thr....p wb1oh 0111' oowatrr 1e panlllC, ill 
lloaorab~ tulfUwat of 1h 1atnuUoiiDl o)lipUoaa, ••· 
the u41rdp4, ••ben of the -..ollillc •4 a4alaletraUft 
peno-1 of ~ 8ohoo1 .t Ana ?114 erath, ill a ceature ot 
true patl'ioUn, •- to offer Old' eento•• t o Ble lzoell•IICIII' 
tha Preal.Uat ot tha leJI'lllllo, thr01Icb rovr fti'J •orlllr later­..ua.rr. Ill'. 111alater, that t111t7 _, be utU1 .. 4 1D tbe -r 
beet n1te4 to the _, latereet• of ·t~o• •Uoa. 

•o.r reepaoUft ......_ ••• an cl- beaU. our 
llCilDtul'ea, for the pert1Deni purpo•••· 

'li:.lof.t.II'CB 

1hape<:itull7 7oura, • 
(S.re follow• a llat or dpatureo) 
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~D~aa~a on ._ "--a•, 
ln•lll•r U. JS!ll. 

a lllU Ita'" to ~ri!Plato -.le.ale aa4 lrftl& 1 JI'S... 
Jotla •UMal aa4 te~rdp M'tlolao MM-l 

J7- ot a ...... 1,._. tot.)'_. U. ._.lft .._, 
~ U. ~4187 ot Ule lllaloV7 ot Acrt.oal._. u& c-oo, 

tM o-ll'lrU• Coavol a-lollloa laao hoa n ea.UlloM«. .. ~ 

u• .a.. .-•s..a pant.oa u.enot 'llolnt 

.t.ntol.a 1. !U Go.-.1 hiM Ooatnl a-laeloa h I'MiltU­

lltM4. h oMll llo _.. • ot iM 1Moa4 loon\alrt ot .U 111aloU7 

of AcJ'iGlllWn u4 Cc=woo, eo .aa&U MM. U, u4 ot lloOII'• 

'rhU~o ._. aad. lol.oJaU!ro Oant&o. !lao .. appo1aiMII.h _.. 1a 

Oil laoDOnl")' OIIIMU:r. 

uUola 2. !lao GoDOrsl Pnoo O..vol 011m .. 1oa .-u llltU 

_t.,. ao otMII. u a7 'llo _...,. 1a t1ao ott1oo ot .U 1ooa& 

laon\ol7 ot tu lltahtr:r ot AcrtnlWir• aa4 Oo••no. •' .a sa. 

•• \lie aatl Oo=tootoa tMW.o .... 

»Uola :J. llltt1o11111t pn.Jro _.. oo~anol oa Ule OoDOftll h1oo 

Cou~rol o_. •• loa ... u aT lrocala•• ... oodnl ..... l .. ala 

Olld. retail Jl'looo ot w er:r iJPO ot •Uoaal u4 to~rotp uUcl.a aad. 

l*ft1olllul)' \booo ot tllro\ -••al\J, ao aloe ilae prtooo \o llo oo»­

louiod. to1r OOI"'looo ot1'orU4 u.o palal1o. '1M 01rtn'o e1oll ilao oa14 

eo..t .. toa h-• """""' llo ...-pllot c\ll 117 Wel'1 w bd o1r 

iadaavtalto\, 
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Ar~icle 4, '!'be O.Deral Price Ooatrcl eo-t .. ion oMll -.LDt&iD 

conl• d with the 11a,ppq COIIIini on1 or•tacl liT t he II1D1 et17 at 

Acriculture &Del Co-ree, &Del w1 th the 1001111111oa t o lllY&IUpta 

the Coat of LiTiOC aacl the Reduction thereof, 1 appcintecl 'b;r the 

Ui nlat r;r ot 1'1~~to~t.e• and TrealllJ';r, in orcler th.at there -.y "- 4De 

hariiOQT in ih cleobione and th.at lllltiiAlq contr&cl1ct or;r clechion1 

~ be aToicled. 

ArUcla 5. J.n;r TiolaUon of t he prorlaiona wbich the General 

Price Control eo-iaaion -.., adopt ot 11hich the aaicl C....S.aai oa 

learoa or which •:r 'be r eported to it ah&ll be •cle known to the 

~r of the Diatric t in orcler th.at the latter -.., illpoae the cor­

refPOncliDt; penalty on the Yiolator, 

Article 6. The General Price Control Oo•iuion h empowered 

to appoint aw:h 1Ub-commhaion1 in c1t1aa or t oWDa of the interior 

of t he Repttblic aa it conliclera adrleahle, t he aoUrlt7 of 11hich 

ahall contono to the iDetruDUona which will be p Ten th• bT t he 

Co..t allon, 

Article 7, Deer" lio, 35 ot JulJ' 25 ot thia ;rear, b..,.cl ll;r 

the llinhtr7 of Acricnlture and c.-rca, h repaaled, 

ArUcla 8, The pr.,.ent clecr ee ah&ll antn into effect a1 ot 

thh 4ate, 
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SOOBCI1 •La :latrella u p...,_a, 

Deoeaber ;n , 1941. 

ID W.C'llOIS Ol !Ill COHODIA» 0'1 !Ill J'!IOJ'Ul'f 
Ol .Alll!UBD .ALD:I1S ARI lm:D 

A -ber of prOY1aiou rdatin to the tlmoUou of the Cuatodiaa 

at \be Proper_, of Aliena arreata4 i n coDAection wlth the atate of war 

baft 'ban iao~»ci '117 the llxecut1'" Power 1:c7 aca.u of a decree of tho 

lliale\IJ of l1aaftc• and fr•uUZ'f , tho content. of which are ginn below! 

flle Preal6at~t of the Republic, iD tho uaa of hio leaal powora , u4 

neq a4oJ'o4 or which aq ~· a4opte4 to Met the praunt e:~~orge11ey fr .. 

ooouloainc ,.,...OOoUJY i.nJUIJ or fr .. beiDC tho cue of 41aturbiUicaa or 

...... \o the national ac011~, i n ao far u it U1J be compatible with 

the aecvit:r of the nation and of the P- Oual; 

lllat a good aey oi the aliena atfeota4 '117 X.. 104 and :lnc:uUw 

liNne lo. 1.a1 of tlla current :r•ar haw real4a4 in tlla ll.epu.bl1c for -

;reuw, llaft 'No- part of Ua econoav and ha ... enn eatabl1ahe4 hoMo 1A 

aalwa u 1rnproacha.ble fuhi011; 

!bat '117 reuon of ouch long raaldance ani!. the Uaa which bln4 the 
to 

aal4 allau t o the count17 of their adoption , it 1o not/be preouaed that 

tbaf cheriah aentlMnta hootile to the Republio of Panams or the aacurity 

of tho :ran- 0ua1 or tha~ they ahara in t ho ant1-4omocrat1o 14au of 

the pr .. ent laa4Gre of their roapectiY• co2.tri .. of orl6ln; 
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JJICmll 

.UUole 1. 11M Outo«Jaa 1e ..,_,...,to -s... u4 dilcldil oo 

applioaUooo wi\h reopeo\ to thi!.J' Jl'Os-rtr llllloll .., be .,... _. eliaoa 

,.,. 1111tl.or urea\ or who .., io the tllt.are .._ arrao\el u a renU ot "­

otov.ri'J • ..,...., alrHI;r doptotl. or wllloh .., .._ e4op\e4 u 0 _......,._ 

ot tho 11"""' ontl1ot • 

.UUole a. !he Cuto«Jaa 1o eloo •poweret to eotrut tho .-tolot,... 

U oll of pros-rt;r or lluilleoooo to the poroo• whoa lao coultl.oro proper, 

'lhouwr » .., oouldilr 1t aalaable to lo ... 

Article 3. Barto& tl.oduchtl. the &eMral upoDOeo, tho Cutotl.iao .., 

diltorol• tho -t which \!Ia t•llT ot tho s-rooll Utaillotl. ahoultl. .... 

oeiw to tolot care of tho!.J' s-roCIIIOl .,....eo. !ho r-e'""•T ohell .._ 

dilpooltod lo a os-oiel IICcOtlllt which \he O...totl.iao ... t COM7· 

.Utiolo 4. !he dilpooit ill t...at' of proportT aotl. lluilleueo ohell 

be ouapllldiltl. aotl. tho ortl.oro ctno to baoldac iDOUtuUou wlth reopoct 

t o tholl elteDO whooo ~ hoe beon dilcroo4 1holl ooue to b&v1 •U:eot • 

.UUcle 5. !Ill appltcaUoDO • •Uoootl. to Articlo 1 ... t ctw tho 

ace. ctvll otatuo, proteeoioo, reotdil- to tho COQOt.,. - os-cl1)toc 

tho 71an of reotdil.aco aot1. the houao oocupie4 - _.._r ot itl.oaUficoUoe 
• 

certificate ODd., 1t a •rchaot, tho _.._ .. eo4 olaoo ol l1coooe. !hi 

Cuato41eo .., oftlolellT .... the illftotilettono which ho co~idcro 

r ... ttnont wlth ....... ct to tho epplicaot • 

.Uttclo &. O~rctal or todultrtal o1tabliohftento OD4 ~ othor 

~iu11 which, io the opioioo ot tho O...totiao, oftoro tl.itttcultioo to 

tbo oAatni1trat1oo t hereof , oball bo ool4 at ~blic ouct too, otter tho 

correlpoo41ac appra1aal hoe 'beeo JIAII&, 

Article 7, Bttl.o oba11 be recetvot 'Qr t ho Cuto41eo, a.Dil, witb 

"'1'01'4 to t hea, the rul6oo ol tbo Ju<llctal C.U. I'Oipoct I.Jlc <he anct1o11 
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of proper~ ebal1 be o11MnM. 

ArUele I. !» periota 1e\ lr w eball be 41.......-4 Sa ta. 

-• of .... llll• Jl'lper\7 wbtala, bee• .. of ta. fMt ~t 1\ u per1• 

able or m.J••' \o IVle chlia&OI, it 1111' be _...,. to tlte,... of 

wUhollt 481110'• 

Ar\lol• t. n. Ou.e\o41a or till :pereoo wb011 lw 1111' b11p&\l 11u 

free 1001 .. \o th1 acc-h of till 11\a'blilllaMil\l or bullll1111 aUIGM&. 
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TO I .._er\Can Conaul , 'la\aY\a, J an, llotharlaU. l...U.ea . 

D-,f,. l Januar7 " 1 , 1942, f> p,ll', 

C • I ?~""~ . 

IIU;JH 

••artranca 1a 1Ud.e to the Conaul 1 a tel erpouo No. ;'17, 

n~on , J~nu.ry 16 , 194~ . 

he rollow\nr 1e r roQ the t r eaaur y lla-partment. 

GnP. I t l a ·~,•~ted tbe t 70u haTe the J aft@eha uan~ try 

t o ~\n1~1&e the nu.ber or ohoo\t drawn on t ba Treaeurer 

or the ~n1tad : tatea b7 sa~1nv ~nown to t be d\ahur~1nf 

oH\aera or '·t~orl c r.n armed ror oea t hAt tt-.e7 abould a .. 'Ole 

~hrourh l< ~'f1 or io'ar Deparwenta t heir loeal CIUrr ency 

renu1rftmant, . Arrange~enta vl ll be made, ~hen euob 

nGv\att hATe ba~n raoalvad, to adYe noa ~ ollar or oCltt 

t~routh the Tad t ral Reaorve ~ant or Mev Xork to J3Taach• 

• nk un~aJ' a pro~dUN d allar to t nat rollO¥a4 when 

LieutenAnt Colonel ~lliott R. fho~ ' • ora, tt v~• 

u tabll ahe4 v U Jo tan~ . 

Tvo. r be rollovtng nr ooadura t a aurr~rt•d In • ••• 

or 4oll~r ch~eka 4r•vn Oft f r eaaure r or Un1tod ~tatea end 

~ ~ •had b7 Javaaohe aankt Th• eb•oka v~1 cb tha Benk baa 

· ~~~ ~d vl ll be da l lYarad t o •~ar\ c~n Conaul ~•n •r-1 ~long 

" I th • l\ •~ 1 n t J'l clloaU vlth tt O()!lltlh U d .. ori ot\on or 

tht cheolta; t t,A t I • t'ba d rs ,.ar'• 1\.11!118, oheolt nl.l!'!" e r, 

•7111bol nua er, (lat a or ch4Ck , ou~t . ·~~ ~y•• '• n•~•. 

Tr.etury ~~~~rt~~nt 
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f:JFP'f DeJ rt tat '- 'lie 84ft• .. ltr 't m'• 
ottun 'fla 111" D: a p n.a s -.ta ~ .. 
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......... unat ,, ........ u ..... ---.,... 
111 ,.., .... ..u, ftrlft. .. ,._., ... ,.,, un • ..,.., 
11111 'Ita attaatat la ,....,poa41., =••• ta -. 1,,.., 

at Jafta.U !lau 111 'h ratanl Jleaane luk at law Yeltl 

wM'D 'freanJT rHitna tbia lDtonat.t.n. 

!be Jan1aha hllk l!loult 'ltl luiPU'-4 _, ... lll.laP 

otnaar " ... all polll 'bla tlllp11oa lD 14111Ut'yt., 

,_,,. an4 la 41'-~llliiC ~ ftl.ltl tr ot ............ 

on abaul. ClleeJta abolal.4 ba al\Coraa4 ll)' the Jan11ba 

Bank lD lbe fallO'IIlJIC IIIJUIIPI 1P8J' to lbe OJ'Cel' If 'Ill 

trea~~arer ot tlle Val tall Ita tea tor ora41 t ot av .. _, 

wUh lba ra .. ftl Reaana !l.nk ot Jaw Yon. 11pat lnaallla 

Balik. • !be tn....,. will laall " bank onl7 ter uul 

pana'r 1111411' ~~ appU .. 'Itla la lan, Jathnl.ada llllllaa • 

., 'Ill aatan •au anllable aacl •• ~tll' •• 

pa~&lllla tM oau'lllar offloar llloalcl faftU'C auau al,.. 
wtUa oM OI1IIJ ot un (<rve. P.....,.JIIl 1) " rna....,. at 

Ullltat a-.toa, Va~taa,D.C. At 1:ba aarlloal ,.all'ltla 

elate ~ 1110114 ""' at \be lid ahoult lie tanarat _, 

IIJ*ft" Nl'riar. Ceanlal' ottl"P abo\0.4 NlalD ttd.P4 

OIJJ ot 1111. 

fhna. laatnll ._II to Uat total _,, 111 -

ot """ Ul pafiP .... ,.,,. , liJ Illata aa4 .._,_.,u ... 
~ 'bJ biiDII of hna 1a "" ot facllnl ReNna aotaa. 

the B&llll 
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!be 1M* 111nJA -. U...t .. te .. , IUD 3 la Mlt 

nrU-.llT .... .., - Wl'l" - at -.u ...... llil1t 
11 lu. letllllal.._ _. llit la •••L..U•te 111nU '­
uu ...... te .. ial •---.1 'lir leU. 1M '1 ., •• 

etnMI' w,Ul YULif -•ant et ..... .., AeU•• .. te 
ll1a aplaal a Uel pupr .. 'r laU _. tMa lie W1U 

wln 1M l'nanNI' et Ule IJai.W l tat .. (tiDe p ltate 
»e,u11leelt ) a. __ , _.... r ~'NJ'M .. IIIla. 

lf1ln !J'1UU7 n.et't'U WI lllhl .. ~t la ...... , =• 
.... , wt.ll -. ett•'-6 wltll ·.till reUnJ. .... ,.. laak et 
lew r~ la ~ ..... , et uw .,..,.. .... liD. -.... •• 

et Mlftl •..t• -. tU" ri'IIH 'r 11; ate 1111'1'111" aur 

p&al .. "' a MN at un. 'Ill. eo& -.ret Uat lllnU 

lie tea rtet 'r ~U IIMUIIJ' IU"P'ler. Cleanl • ••Nl 

6nla Htllla teu-llll"" et un. -- -ofllll-.••· lea 111 at tu tan tlllat IFill,...,, W1U • 

..... na 'llr .. ....._, J.ee111 la l!d.,..at Aat, tu Oeanl 

•ealftl diHU ..U - U I I ?IU fe1' lUG" ... 

f'lw. !be I ......... lrrU Cl~.a.c na -.. ashe la 
'1111 l e"'-1 .... la•t I:Alee) 11 ...... ..., t.apat .. a 
a..eeU1117 at ,.1tU• ....,., et till v.u .. ltatee la elPIIJ' 

te Tlftl7 _, IU ll'lll'IN .. \U ... 11 talla tel ...... 

1M I ........ leU ... lta ... reftll la •• le-•1'1 ..... 
laat llltiee, la ~tloa •• tM fllaeUeaa -tewpl.ale4 la 
t l-.J.a .. ~., an ntbort.a .. to a .... t at aalatala ae•ah 
1a ... __ .... ..,. lie ........ tna .,... .. u .... 
' helr lloeka to the et'fl elal •"41' ot' Ua'bllnlnc ot't'leera 

ot 
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et Qe u.a. Ia.,. a .. a..tr ......... tt•a•• •t1'l .... 

• t 'Ill u... ...,.,. aa4 Ulell' ac•nh • 

A lettu IODbllll .. .t'vi'Ultr 4eklll l'elattq .. tJd.a 

Ul1paUon w111 be t~ 41 .... , " 'lw Jan...._ -.u, 
auana, Heth•rlan41 Ints.ee. 

111;, •• '"•111117'• II'IJI17 ", ..... he laak'• ....... 

plea•• a4n .. the latter a.PJil'Opnate paJ"te bel'eet. 

!'b1 rol'l&o1ng 11 lppron4 ~ t:lle llepartaent. .lzpeqe, 

1n01U'l'e4 ln Clai'J'71ng out the lnetruottoae oontataec la 

th1e hlecra lbou.ld be lnelu._. l n l'leular aoooUDh 

•• ••~rate 1 tea i n aooorcanoe w1 tb 811'1 on Y--66 Por11p 

S•J'Yl•• ReruJ,atton• tor btlUna Tl'lallliJ7. 

BULL 
(.lAB) 
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:FroO>: Bern 

Dated: Jllllua.r;y 21, 1942 

'ro Federal ReaerYo BaAl< of liov York, 

Rev Yorlc. 

r2 

In order to pr oportionate bettor our 

holding& o! gol d IUld devieen we be;; you to 

earaark for our special earmarked gold 

account with ;you approximntol;y $20, 000,000 

tine gold debiting equiyalent to the account 

of our zurich office Yalut toclq. Please 

cable dotal.le botb part1eo. 

(Ssd. ) B&nqUe liationale Suiooe 

(Received ~ telephone !roO> Federal Reserve 
Bank, New York 4:15p.m. 1-21-42) 
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JfiiOW 

TREASURY DEPARTMENT 166 
INTER-oF'l'IC£ COMMU NICATION 

DATa J&nllal7 21, 1942 •. 
Socro~ary llo•rgeo;b&u 

l!r. Die~rlch CO NFiDENTIAL 
Roglotorod oterll ug traneactlooo of the reporting bRnko wore ao fol lovo: 

Sold to co:=ercl&l eoncerno 
Purchased f rom commerciAl conceraa 

£37,000 
.c 6,000 

Open ~ktt oterll ng remained at 4.03-3/4. aod thoro vere no reported t rano­
~:tloat. 

i'h• ~a•a:llan dollar continued to tluc~uato In a nry tld.o lll&l']cot. i'o:l11' • 
clotla& ~uot ~~loo wao 11-3/~ dlecount, ae a&&!not 11-5/S~ l aot night. 

In 1:ev York, cloatn,e: quotation• for tho torelga. cu.rrenelee ll•ted belov 
wre &I tollova: 

~gont loe peso (free) 
Brazilian mllrelo (free) 
Colombian peoo 
ll.exiean pooo 
ur uguayan peso (free) 
Venezuelan bolivar 
Cuban peoo 

.2370 

.0516 
·5775 
.2065 
·5250 
.2675 
Par 

Port~ooo b&Dl<o cabled their t;ev York corroopon:leots thio mornill<: tb&t t bo7 
hod loverod ~btlr bU¥1ug r a t e for 4oll&ro froa 24.95 to 24. 65 oocudoa, equ1Y&1on~ 

to ao adY&DCt lo ~be offered rate for eocudoo fro• $.04oo-) /4 to $.04o2-l/2. It 
vas not learned vbet her the Portu..~so b&Dko &loo ch~~ed their eolllng ra~o for 
dollaro, vblcb hao boon 25.10 eocudoo ($ .0) 98-1/2). "'" tor~ banko r~rtt417 
h&•e ll~tlo lotoroot In the latter quotation. 

<o told $4,987,000 I n gold to tho Central Bonk of ~he ~geotlne ?.epubllc, 
whlch vat added to 1 t a earmarked t\Ccount. 

~. purohnoed $1,125,000 In gold f r om the earmar~od account of tho Banko! 
r:euco. 

The ?odt r&l ?Aot rYo Bank of Nov York reported that the Bonk of canada vao 
1 l11Jl:l1nc '2. 659,000 in gold fro"' Canada to t he J'edor&l for ACcount of the Oovern­
l!ltnt o! Cana4a, !or Isle to the 1;ew York Atl&)' Ott1ce. 
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Ia I.oD4oa, epot ud forwud liher rna1ae4 at 23-1/24 u4 23-9/164 
,..opecUnlJ, oqv.inlaa\ to 112.671 u4 112.711,. 

ThO !roaeur.r'• purcha8o prlco for forolca all"r waa aaobaace4 at 35,. 
BaD4t aa4 Haraaa'• oottlo .. at price for foroica ollYor wae aloo UDC~ at 
J')-1/8,. 

Vo udo DC purollaooa of oll"r t odq. 

Tbe report of Jaauary 1~, rocoho4 froa tbe lo4oral Rooor.. l!&lllt of !low 
rort, ci'rlac forolca oxohaDce pooiUoaa of bulta u4 bultoro ia ih 4iotrlot, 
""alo4 that \be total poliUoa of all coutrioo wae obort tbo oquiftlnt of 
$4,2115,000, aa lacro .. o of $55,000 iD tboo lhort poo1Uoa alaco Ja'IIUrf 1· lot 
cb&Dco• woro •• followat 

Short Poll Uon Short Pool Uon CllaDce lD 
Coahz Ju!W7l J&ll1!&!7 1~ Short PoalUoa• 

IDC1aad00 $ 132,000 (Lone) $ 2~. 000 (Lone) + $108,000 
Eurcpo 2 ,626, 000 2,U3,ooo 153,000 
Ca.aa4a ~1.000 (Lone) 1,000 (Loac) 20,000 
LaUD .&aorlca 19, 000 (Lo~~e) 1~ .000 + JJ,OOO 
Japan 159,000 161,000 + 2,000 
Other J.ala 2,298,000 2,J05,000 + 1.000 
J.ll Other• 101,000 (Loac) 23 1 000 (Loac) + zs,ooo 

Total -~.190,000 ~.2~5.000 + $ 55,000 

• Pluo olea (+) la4lcatea lacroaeo iD ahort poaltlon, or 4ocreaao Ia loDC pooltloa. 
Hlauo olen (-) lndlcatea 4acro ... ia abort pooltloa, or lacreaae Ia lone pooltlon. 
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PERSONAL AIID 
SECRET 

Dear t,<r . Secretary , 

1.68 

IRITIIH UIIAnT, 

WAIHIMCTOM , D.C. 

21st January , 1942. 

I enclose herein for your 

personal and secret information a 

copy of the latest reports received 

from London on the military situation. 

':'he ::onourable 

Believe me , 

Dear t.!r , Secretary , 

Very sincerely yours , 

(For the Ambassador ) 

!'enry t.:orgenthau , Jr . , 

United States Tr easury , 

•:lashington , D.c . 
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cow No, ~ ~ 
BRITISH IIOST SD:R!r 

(u.s. SP.ICU!) 

'lito troopa!t!,p torpedoed 1n B.I.I OF BISCAY retorTOC! to 1n IV 

ol'l'EL No, <0 hU now an-ived at tho AZ<JIDS, 'nlo ot 11,11, deatro,...... were 1n 

eollialon while leaving AISXANDRIA during a gale on tho l6/l.7th. One or thea 

w111 bo out ot o.otion for aboUt rour week•. A Morwog1Gn 61600 ton veseel, 

attar lfteldni orr, with engine and steering do!eote, f'rclll a WLTA convo:r, 

... boabool and eunk ott 'OO!llllll ahilo nturning to AUU!DRIA eocortod l;ly on 

anU-e.irera!t cl'\ll.ur and 2 deatro;raro vhich took orr about 3SO 1111l"Vivora, 

A ..U 8o1g1an ahip in an outward COOVO'f hao haon torpedoed /#) aUoe But 

ot CAPS R.ICZ, A IMll Brit1ah ohip 1n a ...,tal convoy baa boon ow:>1< 1n col­

lJ.oi M ott tha !ut coast, lion thao 2S, OOO tooa ot ohippinc aro reported 

agrOUI>I orr tho neat oooat ot SCorLll() u tho rooult or tha recant gale, 

2. MU.ITW 

JJUA• !be enem;y are cont.l.nu1n6 work on thoir defenoea Eo.st 

or AOIIIHLA, On tho 18th, a total or 257 Itallana "ore oaptW'ed by an Indian 

Brigade and tho Pol1eh Brigade 1n the lW\CE and c:rone areas reapectivol,y, 

~. 18th, Riehto OUr dot&o....,nto withdroo f'rclll ElllAU 

to a locallt'f halha'f hat-• thia tow and 1!!21SI!Il, 

Centro, lb change in GWAS area, 

tort, Fts)lt.ing continued throughout tho dq 1n tho troA11 

aroa, One Auatrallan Battalian destro.,..S 8 e._ UcJ>t tanka. lie hold 

IWIRI, 6 aUu 0011th out ot l!tWl, where oituat1on roportecl in hand, lb 

change at DAti) PAUAT end no &DOllY lccatod aouth ot thil point, 

lUIBlll• Olfing to a JapaneH advance 1n eupD rior ll\labera our 

for<!oe hovo withdl'awn tr .. TAVOI to mare favourable poaitiona, 

~. Tho Ruaaion attaclut woot and north waot at !l(l;COII 

have ll&de •- J"''SS''&O, Tho'f are alao attacld.ng oouth ot KU!ISl and south 

out or l!IIJ\JtOV, n. tho CRlllEA, tha GOl'DOD count.r attack in tha J'EIII(!)IA 

.,._ baa &ainod - &J'CW14. 

l . Am 2msmo:a 

169 

m:;sm11 fllQ:Jt. 19th. OUr rishtara doa....,.cl • eo,.., boDhor 

ott tha '!tfUCS!IIRI Gooat. 
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MZ!PCPB'R '· 

JWoil, 19th. 72 airorafi att&cbd a oom07 &DII --· llio 

ohipe ftrt hit but - 4-• &DII ouualt1H ww. oauoocl a t ... ~. CD 

eneiQ' oirer&tt n o probo.bl,y 4eatzoo7ocl &DII - ww. Hri.,..lT 4-eoc!, 

~. 18tb/19th, lell1••cto .. droppod 10 tono or bcaba • ., 

CATlHlA urodroM &DII atarted at 1eaat 7 larco firu, 

19th. CCIIlSO ......sr.- w.a att&cbd b7 4 !Urrio&Do booibore 

ohloh .. , 00 t1H ·- ·-~ 
m wt. 

Ill ra14 ot 17th, h aoi .. 4et.,.. -ldtc ""-!..lTr DO aip ot p&ll1o ill t.be otzoeeta 

OJlll buoil>oaa u uwal in no1n1t;r ot - oreu, 

~. 18tlj. OUr BloDbel.M ropol'ted TAVOI urodr- ""acuatocl 

and on t1H, It 1• ~t that the R,A,P. poreonno1 1101 havo nthdrawn in 

thalr .,., tz'&~~~port, Tho BJ.allbel.M """" •nsllied liT ~<r•oral ona;r alroratt but 

returned oate:IT, E....,. 1'1chtaro are bollllvecl now to bo opuat1nc trCID TAVIII 

PJClliC TSUJI§• Ql tbe 16tb, ard 17th1 t.be R.A.A.F. bc:8becl 

vari- Ja-M -· in tbo CAROLIII!I ISLAlllS, 

l6t.h. JI:Dolo' a1rorafi attackocl two urodr-• ,.... RIJliJJL. 
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Cow ... .LZ 1?:1 
arrlSIIIIET Sllllll'l' 

(U.S. m:JI!r) 

llroept1oMUT iledT pho _, ~ 1o t.be llortll .lU.U.O. 

Botll tbo SCIIIR!IIDI8'l ud OlllZIIJaO - ..... beoo cl-cw4 1o - NJ41 .., IIIISf. 

lbt rtrot ._, to lllllllllZI bopD "!'1 .... '• DD 9"'- Otllor .. .-..do-' _..,. 

trt pre c 1 t1'"C DCI 11'Te taa 1a b .. U a lillppl,T part. A. 4eftrcow tarpld.Oid. 

=f!'W· tt. WNt.uo4 .... n or ~t. ....,.. u. 1UII1tio 

baa coc.tia:uld. '1'l:wN are DCIIr aa=wta•U~ aouth or JC7'J'001I)UJI) and ott • 

£11lWID •-t. .l tflfl oloo .,.. oporatills 1o till .. .-.. •PI* oboo to t.be smu1S • 

01 OIIIR.lLTAR. 1l>oro 11 oo 1od1oot1DD ot - 1o t.be - J.tlaot1o. Sblppl..o( 

loo- """' --· 8 IMjll .,.. -.. to ban - ""* cturills t.be poria~, tt .. 

ot tboa ~ ~. - 1!1' ~ ud - 1!1' - · 
.111111 Shipe ""'""1011 - 825. lilpclrW o!urio1 -k udiDs l.Ot.ll, 

6821000 tooo, 1ooludills 3181000 oU ,_.. ot 32 ,._ ~t Voooolo (17 

It&l1ao &DIS l5 -) wldoh la'1ld to I'UI1 till 8r1 t1lh bloolrodo cluriol 1~ l4 

totol.U'W 83, ?oil tool ww. ~. 10 ot U... baills ooutU.d <tr - ud 

r,_ ~ ot r- a- oldpe wMoh - t.11e .t.tlaot1o o- out to _, 

to Soqth ""'"- part., celT - ··--hod1 

1o .. -.dllc. 

Jolm'l• ft>o .td.o torooo witlldrow 0.. J!DAilD in &ood t1lw botcn 

~ c.-l.ttod with- ..sa ~>oo~T, ud.,..- .. ubUohod 1o • •tl'ool pod­

Uco --~-'II ...s-ot .IS!Bil.t. witll t1a1r- protootills tla1r 

rl.lht n...t. t.bq ._.- Jo1oo4 1!1' t.11e IW111a Dirtdoo r...-J.r 1o ,.._.,. 1o 

t.ba tii!IOLI ...._ t11q pi'ObabJ.r .... - • hJr ,.._ ot ouppl11o1 awpec11ll7 

ou, broo\clrt. ~ lar1r7 ... l..s.d ,...,. ..n aldpe at po1otl ~ tlla -· &DIS 

WOT ha .. boao roi.Dtwood with - - tr.. I'IUJ1 t1a1r air oloM ~ 11 

- •trooc- -. ~ ... ud t.beil' u .. 1 1 •• - olrMd7- .. 

-.oJ.tilo. ft>o - -t ...U.0 t.bet \ban 11 DO - podt1DD 00 otrooc 

fW'IIV4. of the 1RIPOl.I ..... and, --t;--oaU:I'1 to WI ) OJ" cl1t'edp Ida, .. 

-~ ba .. • hiP ooolo ot attook wllioh wUl - - t11w to bulld up. Taii!Oii, 

- &DIS I!BllllllZI ... 1o \1110 - gnl••cU• 11 be1og ldm!OHd ~ bod -thor &DIS 

• abortap ot loop ud lJchtllr'l, -- .... - bod ud -- ot - -­

... •twleqwd. Ow OOIPPlT podU... 11 •t.Moli.lr ~. tlloulh ol4olr. 
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Jlll,1&. x- oC tllo tsnl. ~- - ..... - tbo --

1! d ..... - tllo- - at.op tllo- JI'O ... a.--
bu 111-'- &ri.ll tM put ...... loR tllo JI'O I a tM - U eUJ1 

- tbo~ tllq- a.\ - aliJ8 to Ill-_, - I _,. ,. d1- JW 

root alii ,.ru 1o' •w I\ u -u.ol JW t11o -U. "' lloop t11o - • 

tbe _,.,., W ta:.ir ir II eaatb WI tu&d.l \o t.l:ll ..n ol a• ad Wlsu .. 

to tho . .,t ot IW.Dil, lllU. t11o -~ ot tllo ~ T!IW'-eua ..u.. 
.,.. olpitloan 1- ill u.s. -· za t11o CIUI&I., ._..1 - - u. ..... 
W.Silll• br<illl ..- -1'111 a---· JW u.o a-, '' u ~ 
.... nt.1&1 to tltahl..lab a 1.1.- • ~ t.lw7 cc:NM ataMU .. t.bl f»eU ...s t.eldDl 

wblob tllq -w --- - ot - tSn4 '"-· JW ~. ~:q all tho-·-d1~ • tile .__ J)'oa\ .... boea ....n.rt.l7 ill ooUoa 

n-t a ...-~ tor IIU -· UDl.Na ljll •W tllq oaa Ill- -. 

.taa>Ual ....,... or'"- boa tllo -loa ~- -• -t.q, ..W at~ 

too -u. otw tllq l>oPD "' do U.S. • UooT ...-t awt - aJor ._u. 
~. 

ra IW.lD u.. !Mri~ .. -, ill u.o taoe or ~ ... ..-. 
boo • ..,~. _,. Np14lJ' - haS ... bopo4, ... , ill --with ...u­
onloHCI ...s woll- plau, Br1thh 01111 lbllua Ullito wldoh 1>aro tbo lnDt 

ot tho tirot -ua .... boeD wltll4ram ftll boh1Dil tllo hont lilla wldoh 1o­

bol4 IV troth ~. 1aol11111ac A~. 'lbo ... _.. litYODOO hu ~ 

Sllll.U'all witldlo - or ~ ..,... trtr - bo.tbtro, 

li,IM. 'lbo .. _ r- .... boeo 1-11Hd IV- o!1ru1-

~ -. ... 110 ~or- aiU.._ _.u.. op.l.ari 

SPWI, 

DAao 1bo oa=c:_.,. or u.o- o1r r..,.. ill smn.r 01111 

South mu -u...-. 
IAIMIL• -. io 110 - ot - aiUt&rT -t to l'llllllr ill 

liJWl, 'II» Ja-oo oponUOD acal.IIO~ CHAIOSIIl .o prob::l>lT 111-

-~ u a 41-0:. c1ur1ag tho1r at~ ac: 11)10 1010, It 0110ooodod ill ito ob­

joot, ~ to ... - .. or u.o ,_ ..,., ,,Ill, tbo Chi- - -117 ablo 

to d>'bo U book boat tho1r 'fio-- ol&1oo .... 110t1 at JI'O-~. boon tl:llT oub-

•taots.W 01111 '"" ..._w - ww•W. 

). m "ZN"O'i 
!!'§R;'f am. U..t.ber ooaUU.., '"'""'ar ... .- aaS al.Mt., 

_,. -.u,. ~. 1bo .W: objooU- or '-bor c_..s _. liiiM 
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(30.3 tcu) aaJ "'UJMKSBlVU (lOS tcDI), Operau- ._.. oe-uect 011 two Q1cbte, 

Extend•• pbotccJ'8pbio ~h- INn 1101111 aad the _.ebipe at IJIIS1' "" 

kept ww!er ooiUitant. obeel'ftt1011o It 1e enaaw U.t oar a1.rwe.tt Milk c:r 

ur10Wil;r d-sed s,ooo too. ot 8DIIIQ" ehipphw, A a- aiJic].e-engined fichter 

on photograpbiG noOIIn&ia- orubed iJl Dl!NOIIIHDII, the pilDt beills oaptured, 

PPJ'PIW§lH • 

.Lmll• Bad ..,atber perahtecl iJl tbe torwuod 111'11& and ~t 

reatrioted 1I'Orlt b7 our f'isbtera aad t.c:.bRa, Ill tbe tl-oot.ier area, IW.FAI.l aa 

oontimloual;r 'tqbed b7 dq am~ at n1&ht. lliDMir di,...., lllca, eaoarted tv 

!i&htera, aecle a--.1 attacks 011 our troops DMr .AGIEILl, 

J.WA, ~ attaolta O()Dtinued t'reqUI!It altboush 011 a atawbat 

11$hter aoala thaD tbe prniCNI ..,ek, 

lAB BA§T. 

J.16WA. Dutob and llritiab &ircratt Q9"ClPCrated 1o proteotiog our 

convO)'II, Our li&bt ~~~, aaeiatect b7 a taw CataHMs1 b.-bed eoeJQ" aer~a 

and -mloat1ooe, '!be &Gale ot J&p&ll8M attacka upon SINaPCIRI! ioonaaecl &Ill! 

!i&htar• aeoc:rted tbeir dq bc:llbera, 1o O<>Witerioe tbeee attaclta, our Buttalo 

tichter• ~ ottan oODtl-ontect w1 tb odda ot two and t.brM to ooe and raataiJled 

fairl.7 bea..,. loaeea iJl a1raratt. altbouch 110at ot tbe pllota were sand. 

R!lSSIA, On the llalCcst Front, tba Oerao air force doe a 110t appea­

to bne been able to ioterrere aeriowsl,y w1 tb tbe Ruaai&o aupplJr ayatea or to pro­

teat a!taotival,y their omi retreating ool~. there are indicatioiUI that tbe 

Goraa.n airtoroa bas been obli&ed to send ra1ntoro8Mnta of longwraoga tx:.bara to 

tba Southam Front, 
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TO 

TREA SURY DEPARTMENT 

INTER OF"F'ICE COMMUNICATION 

Secretary Worgenthau 

!lr. Kamarolt 

17l 

Subj ect: Summary or mil i tary developments in the oast week. 
(Baaed on U.K. Embassy Operations Report: u.s. 
Mil itary Intell i gence Inrornation, C.O.I. "The War 
Th1s Week" . ) 

f'ar East 

The Japanese neve cont inued t lae ir advance toward 
Singapore. The situation, however, appears to be more 
ootimist i c . Two British convoys or reinforcements have 
arrived. ( The results or today's Japanese s ir attack 
on Sln;:aoore shows that t he strensrth or t he defender s 
hae increased con ! iderably. The J aoaneee have been abl e 
to a t tack Sin~apore in dayl i vht with comoarative i mmun­
i t y until today, when the dsylisrht r a id cost the Jaoan­
ese 12 pl•nes.) Our ll1l1t•ry Intelli!l'ence iP now tsirly 
confident that Sin~eoore will be held. 

Russia 

The Russian army hae continued t o edvence slowly. 
Tte Red Air St arr i s very confident and bel i eves that 
t t:e Germane wl l l withd r aw to the ore-,.er Rueao-Polieh 
borde r . The Ruaehne regret that the German wlthdra"tol 
la robbing t hem or the full effect or their offe nsive. 
: ot h the British and the American armies do not believe 
that the Germane contempl11t e so extenP i ve s wi thdra"d. 
Our army le or the opinion that the Germane wil l wish to 
hold Smolenek, Orel, Kursk and Kharkov - all important 
communi cat ions centers. Smolensk has also become an 
i moor t an t supply depot. 

(The death or Pleld UR r shal Von Reicheneu or •apoplexy ' 
el 1m1natee an officer who was a Natl psrtlssn even before 
the co~in~ to oo~er of Hitler. Death baa now struck at 
the co~and1ng etarr or three out or the four Axle arm1ee 
on the southern Rueelan front. Von ReichenRu •as commAn­
~ e r o r tt.e 6th Army. The RusRbne killed nenersl Joneeou, 
Cnief of Starr or t he Romanian army, durin~ t he summer. 
P.ed parachutist e killed Colonel-General Rit t e r von Schobert, 
OOillll!ander or t he German Uoldau army, during September. J 
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Libya 

The British h8ve made no further advances t owards Tripoli 
in the pAst week. They tore still not sble to maintain more 
tnen very small rorces at the r ront , becsuse or t he di r ricul­
ties or supoly. The rell or Halfaya Pass should help to 
1morove the supply situat ion. Capture or this Axis barrier 
will enable t he British to use t he coastal road and so eli­
m1Mte s detour or about 100 m1le2. The f11c1lities or the 
Port or Ben~h8si are being improved and this will also 
assist the British in supplying the rront. Our army doee 
not bel ieve that the British will attempt, in t he near ruture, 
n further advance to••Ards Tripoli. This is because 1t i s 
likely tr.at some or the m1li tary resources or the Middle East 
will be diverted to mee t the JapAnese t hreat. 

l!edlterrsnesn 

Axis ore•sure on Mel t s has cont i nued throuvhout the 
"ee~. The Bri tish oeu~ht 75 trooo-oerrying olanea l i ned uo 
on the ground on a fi eld in Sicily and destroved over half 
or them. Thi s couo by the Brit1sh should del ~ty German ore­
OPrAtionA ror a move a~a1ns t Malts or into Tunisia. 

One army has been informed thAt the Spani sh e re concen­
trAtin~ t roops alon~ t he Portu~ese frontier. Colonel 
DonovAn 's office states that the SpAnish Ambassador to 
Vichy admitted that Franco has consent ed to tr.e pAssage or 
llermt~n troops throu~h Spa1n. Franco made the condi tlon, 
however, that such action was not to be tAken until after 
tt.e conclusion or the Psn-AmP. rican Conference at R1o, in 
v1ew or the repercusa1one that such An action • ould have uoon 
t he aRsembled delegatee. 

~ttle or the Atlantio 

The submarine offensive Aga1nst American vessels along 
our oo~sts orovides some evi dence that tbe Briti sh Intelli­
~ence Servi ce ie efficient. I n my memorandum or Jpnuary 2 , 
1942 , i t was stated that: •The Bri tlsh bell~ve that it is 
pr ot:Ahle t l.qt Ger:n8 n submqrinea mPy be moving towards t he 
~~st ern Atlant 1c. (ProbPbly the ourooae 1s t o attack coastal 
a .• i p!) ing orr our snores !18 i n the· last war ) . • 
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SITUATION REPORT 

I . Pacific Theater , 

Philippines : FightinG was particularly heavy yesterday along 
tho oenter of our line . Our t roops drove back eneny infil trations in 
• oava&e attack which r e· establishod our position and i nflicted heavy 
looses on the enemy, One of our guer rilla bands operating in th• 
Ca: ayan Valley raided a hostile a i rdrome at Tuguet arao in northern 
Luton. The enemy was t.U ' by surpriee , more tho.n 100 ~ap&neoe being 
killed and over 300 r outed with but sli~ht losses to our raidin~ party . 
An •nomy cruiser was sunk and a tanker oet afire as the result of a 
r;' i by United States bocbere on the harbo~ of Jolo, southweot of 
:.:tn1'ln&o . Hawaii : :to further report e . J:Mlaya: Heavy fl£htin:; c 1 
re:--·Jrted alons the west eo~at where Japanese pressure o.c the .Brit11h 
le~ ~l&nk continues ~ Other aectora are s tabl e . Active air action by 
both sides is reported . B~a Jap&neso thrusts threate~ the lar.;o~n 
aroa in the vicinity of Uoul mein , tho lower Bur= ?fU!-'tandle is in 
Js.pe.nese hands . Aust r&laa i e:.: Jape.noeo ae~-ial r dconnaissa.nce o..nd l>cm'b­
in& :·a ids reported over ! . .,., Britt> i n o.nd r .r Guinea . The pr e Sf r e?orts 
lVO Japaneso flyinG boats , supported by shore·b~sed and car rier air · 
craft , raidod nabaul {!law :lritai>l ) JU~erdny . Da.'l>l&• 7/11.& lie;ht . ''lest 
Ccnst : 1:o ;"urther r epoa-ts of hostile actlvity. 

II . Eastern Theater. 

Str ong Russian pre s sur~ continuss nlont the er.t i re t"ront . 'tho 
Rut a i&ns aro advar.cing on U.&hov a.nd ha.v~ ..:t\ptured . .!ot haisk . The Gorma.n 
High Ccmtand r eports t he r opulse cf ~u .. ian atto.elcs on the u,~er D>neta 
r tver . 

III . ~ester4 Theater. 

';he f re:;s ::tates t ho.t Jrit.iah. bmbors attac~ed the nort:neat 
Jer.3&r. coastal a.rtts last nie,ht. , wi t h heiV"J concentrations on E::Lden . 

!V. ~iddle Eastern Theater . 

Grourd: 1'he Lib~·an situation 13 \L"leht.ngcd. 

Air: The I talian 1ii&h C01.-nd reports tho.t heavy P.ir r aida 
cont\nue ai;ainst !.lalta, The aUIF made further att acks on air ero::tes in 
S!eily, 

RESTR:crco 
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January 22, 1942 
9 : 55 a.m. · 

CLEVELAND SPEECH ON TAXES 

Present: Mr . Kuhn 
t~ . Odegard 
1'r. Sullivan 
lT. Blough 
~'rs . Klotz 

H. ~I . JR : Good morning, everybody. 

177 

MR. KUHN : !.lr. Secretary, Pet er got a copv of this 
last night, and Peter's sugcestions ar·e not embodied 
in here . The most important are on the first three pages , 
which I agree is flat and stale , a.nd has got to be pepped 
up. 

H. \! .JR: Can I hear Pe ter's ovm adjectives? 

MR. KUHN: He didn't use any thi s morning. 

Secondly, Ros Magill called up this morning ~ith 
some comments based on the f i rst run, and most of them 
have been t t.k en care of in this one . The only main 
one that he ~anted , be thought ~e ought to say more 
about stale bones being desi rable, even though they 
11·er e taxed, trying to answer in advance the arguments 
of Epstein and the state and municipal people , but 
he had other comments that I will mention as we go along . 

H. '!. JR: Well , I have got thirty minutes, so I am 
going to read to myself . The things I don ' t like I 
will raise . I won 't bother to -I will get a second 
run this afternoon . Hon is that? 
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•.'R. KUEN: Yes , sir, and Particularly on the 
b~gi~1ing . 1he beginning can be much improved. 

17~ 

H. t.' . JR: \\'ell , in order to t;et through the thing 
in thi t·ty minutes, let me read, and the thin&s I don ' t 
11 ke , I vd 11 st op and you can say, "V'ell , one 
Odegard bas already stepped on that , " or "One Sulli van 
has," and so forth . O.K. ? 

\!R. KUHN : Yes . 

H. ' ' . JR: If you have t old the embassy we will go 
t hrough "i th the pictures, \',e will just have to shift 
t he soldiers. They have invi t ed a lot of yeople? 

!.fR. KUh'N: They have invi t · d about fifty people 
from various departments . 

l! . !.i . JR: Now here you have ''great numbers of fore i gn­
l-orn neighbors" . l>l1y do you drag that in? 

Uk. KUITN : Just because Cleveland is a very great 
centPr of Pol ish and other foreign-born people . 

!'1. , SULLIVAN : "Foreign-born citi zens" is better . 

t'n. l(1.1Hl1 : '/:ell , thev have citizen: and diens , too. 
Cleveland and Ruffalo are' very l:ig in that line, and 
Plt lsburgh. 

H. '.' . JR: "I take off my hat to 
am talkiny to the City Club there . 
&oing t o oe any Polacks in it . 

you." You knov;, I 
?here a t>en' t 

MR. Oi'EGARr : I t hink tha t is ~ good phrase. 

H.M . JR: All r ight. Peter, on r.os e 4, thP bot tom of 
the page, '' thereby produce hardships' . Of course it will. 
V p mis ht as well star t with the assumption that the coming 
t xes ll"ill be hard . Do vou think that is the test approach 
to this thing, psychologically? 
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YR. ODEGARD: You mean the idea of hardshipf 

H.M.JR: No, but telling the people in the way 
we tell it, "It will proauce hardship . How can we divert 
hallt of our national i ncome without dislocating our 
economy? I mean, is t hat a good way of putting it to 
them? 

YR. ODEGARD: Yea, I see no objection to that . 

H.V.. JR: You don' t see any objection to that? 

UR. ODE~ARD : No . I thought you were going to 
raise a question about the phrase that the coming taxes 
will be hard for everybody. 

H.M.JR: No, I am not going to do phrases just now, 
because I haven' t got time . There isn't another way of 
saying it - I am groping - theu isn't another way of 
saying - -

(Vrs . Klotz entered the conference). 

?/ell, taking it for granted that they take it for 
granted. 

MR. SUlliVAN: They don' t . 

H.M.JR: Yes, but this is a - just one -­

lffi. SUilJVAN: Excuse me . 

MR. ODEGARD: As a matter of fact , I like that. You 
might, if you wanted to change it and assume that they 
understand it, ~~~y say--

H.M. JR: No, i t is the idea of saying to a child, 
"Now, l know you can do this, " rather than say, ~This 
is a terribly difficult thing that you have got to do." 
Do you aee what I mean? · 

lffi. ODEGARD: Yes, and that is why I lias raising the 
question about --

Regraded Unclassified



. . 

180 
- 4 -

H.M.JR: It ia the difference of the approach. 
saying to the child, "Now, you can walk upst airs . I 
know that you can do it. I know you can do this lesson. • 
Or saying, "It is awfully hard to walk upstairs ,• or 
"This lesson is ter rifically difficult. " That is what 
we are saying here . 

MR. ODEGARD: We are saying that in connection with 
the taxes . What you &rft s aying on page 5 --

H.M. JR: 
this thing. 

It is the whole attitude that runs through 
Are you bursting? 

liR. SULLIVAN: I have bee.n through this same thing 
on two or three different speeches, and I think Peter 
is absolutely right. I think it is more like going to 
the dentist . You would much rather know if it is going 
to hurt t han have a lot of talk and then have him yank 
the nerve out. 

Lffi. KUHN : I have a reason for that, if I can say 
a word. So much of the comment on the new ta.xes, on 
the revenue and all the rest of it, has been wasted on 
this kind of reasoning. "Well, we must have this money, 
but of course we muan •t have any hardships in connection 
with it. We mustn't dislocate anything. We musn•t 
disturb business." Senator George has said it, and the 
whole attitude is one that is fallacious . You can't 
do this j ob without hurting, and we might as well in our 
first pronouncement on the subject own up and stop people 
from talking - from saying that this can be brought 
just so far. 

H.M. JR: Well, I would like Peter during the morning -
I don't know what else you are doing, but I would like 
to let you let that go through your mind a couple of times. 
Will you? 

MR. ODEGARD: Yes , · 
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H.M. JR: After all , you are a teacher, and I am not, 
rt.t there are t v;o v.ays , aren't there , of aporoaching 
8 per son , whether it is a chil d or a student, Peter? 

MR. OI:EGA!\D: Yes , you are quite right. I t -
psychological ly it -~ 

H." .JR: I am talking osychologically. This is 
your field . I mean, I don 't know which is the best 
way. I mean, I always figure I am talking to people 
of high school grace . lihlch i s the bes t way to say to 
ttem, "You new t axpayers, now, you can take this in your 
stride . I know you can do it . Come on, boys . " Or --

~. ODEr.AFX : There is no objection psychologi cally 
to saying,''rhis is a hard job that you have ~ot to do . 
ov1, T know you can do it . I knoVI you can ao it, and you 

know you can do i t ." 

H.!t.JR: But we don ' t say tha t here . V:e just say, 
"This is hard. " V!e don't say, "VIe know you can do it. " 

!.!F .. OrEr;AP.D: It was in connection "i th that sort 
of thing that Ferdie ann I talked about it . 

H.''. JR: If you don 't mind, there is nothing more 
helpful you could do this morning t han just t hink. I 
mean as to ideas, not as t o worcs . I am going before 
the people, and I w~ld like to - not to be too conceited, 
b t I v.ould like to guide thei r thinking, if possible . 
~hat is the purpose of the speech, isn't it? 

~.ffi . OfEr.AP.D : Yes. 

H. t.' . JR: To try to guide their thinking . Nov1 , what 
we WAnt to do is to <>e t t he American public i n the f rame 
of mind that they ca~ pay t his tax, they can d? it cheer ­
fully, they can do it with a minimum of grouching. I 
~now what you (Sullivan) are going to s ay! ~ut ~nat 
lS - l'lh ~t you ore ;;aying is what the cond1tlon 1s now. 
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Now, I aa not willing to go throufh this war without 
at least uking an honest effort to gu de the Jmerican 
public into a aore - an attitude of aor e acceptance, 
They don't have to si~g a song about it) but at least 
more acceptance. That is the whole thing I am working 
toward, you aee. Now, I don' t !eel that spirit enough 
through here, Ferdie . 

KR. IUHN: Suppose that spirit were in the beginning, 
in the first three pages? 

H.~.JR: Well, some place, Ferdie. 

KR. JWHN: You want it Sl me place. 

H.~.JR : Some place . I know how they feel . I 
aean, I don•t have to ~o outside of - I mean, I am not 
talking about ~ immedtate famil7, but relatives, without 
getting it, or anr man on the street. I mean, I sat 
in the air station in - I was t oo sick to eat, and I sat 
out in the lobby there at the air station at Jacksonville 
and I wasn't there two minutes before t wo fellows tackled 
me. In dhperatJ:an I had to go in and take a cup of 
coffee, just to hide . But an:tWIT, do you get what I want? 

KR. ODEGARD: Yes , I !eel what you want. 

MR. BLOUGH: Great leaders always stress the diffi­
cultr of the task so that when people do it, they feel 
the7 have accomplished a great thing. 

H.l!. JR: Again, I don•t agree with you, Ror, I am 
aorrr . 

MR. SULLIVAN : I will have to vote with Roy on that. 
I think, Mr. Secretary, that the one thing that the 
American people resent is that they have been treated 
like high school children. They haven' t been told what 
they are up against. Ther don't like the news when they 
get it, but they appreciate having been dealt with frankl7. 

H.M. JR: Well, I agree with that, but I go back -
I happen to have been a Bora ' Club leader, of bad bo71, 
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see. Tbey gave .. all the bad boya in Henry Street. 
They got all the boys that no one else could handle, and 
gave thea to ae aa a club leader at Benrr Street Settle­
aent, so I have had tough bc71 1 bo7a who have stolen and 
everything else , You can tell thea what the tough prob­
lems are. 

IIR. SULliVAN: I think that points up the issue, sir. 
You are not handling a bunch of bad boTB• You are 
handling e. group of citlzena who , aore the.n in any other 
time in their lives , have wanted to do whe.t you want 
them to do . 

B.K.JR: Well, if you don' t mind, I don't see eye 
to eye with ycu on this thing, 

IIR. SULliVAN s I know ycu don•t . I think that ia 
the whole issue. 

H.M. JR: Well, will you make your speech your uy 
e.nd you le·t me uke aine , 

IIR. SULUVAN : I he.ve ude llll.ne (le.ughter). 

B.M. JR: Well, I don ' t agree with you at all . I 
e.m going to aak e a speech. I a.gree with ycu this wch, 
the.t I want to tell thea the.t the thing ia difficult, 
but I have &!ways since I have been here told the people 
the facts , but I also want to tell them it can be done, 
anl that it can be done in e. cheerful manner, 

IIR. BLOUGH: I don't believe there is any difference 
cf opinion. 

llR. SULUV..&N: Then there isn' t any difficulty. 

H.l,(. JR: I want to tell thea the facts . I aa not 
trying to hide that it is nine billion dollars, but 1 
want to tell them, "These e.re the facts , but boys, we 
are going to do it, we he.ve got to do it, and we can 
do it. • 
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MR. KUHN: That is just the point Peter made this 
mol'lling. 

MR. SULUVAN: We are completely in accord, you and 
I . I was afraid you wanted to soft-pedal the difficulty. 

H.M.JR: No . I want to say, "This i s the problem. 
!e have got to do it, and we can do it." Now, there is 
no "can do it" in here. 

~ KUHN: That is why I said that the first three 
pages would be different. 

H.M. JR: All right, I am sorry. I asked Peter to 
·et in on this yesterday, didn ' t I? 

UR. KUHN: Last night, yes. 

R.~.JR: Well, before that. 

MR. ODEGARD: I had jotted down a couple of para­
graphs on that . 

H.Y.JR: Our first meeting, which I called off; 
when was our fi r st meeting? 

WR. KUHN: That was at four. 

H. M.JR: That is when he should have got in. Well 
anyway, he didn' t . 

Ferdi e, bring in here on page 6 What I said in 
November, 137, that if at any time I was wrong on the 
t ax thi ngs, I was willing to admit it . Quot e that 
in ~ speech before that economic thi ng where I said 
that. There is a sentence i n there where I said if at 
any time I was wrong on the taxes or somet hing or other. 
Anyway, there is t hat sentence in there, see . 

Thi s new part is good . Has somebody got a copy for 
Mrs. Kloh? 
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VR. KUHN: I am sorry. There is one possible 
addition of a sentence or two on the top of page 7 
about incorporating a yacht or creating a personal 
holding company. Those things have been outlawed so 
completely that people don' t even think of doing them 
any more. 

i!.M.JR: That ia right . When I read this the first 
time, at the bottom of page 7, I didn't like it, and I 
like it leas now. "War knows no noidance. The Nazis 
and Japanese do not pick and choose amongst us." we 
are like the Nazis and Japanese. That is our same 
method on our taxes . I don 't like the whole paragraph. 

llR. S.JLLIV AN: There is another place where that 
idea can be put in, I think. I discussed with Ferdie 
last night, putting it in in a different way. 

H.M.JR: I don't like the whole paragraph. We 
are going to follow the same method in taxes as the Na.rls 
and Japanese . 

llR. KUHN: Well, that wasn' t the intention. 

H.M. JR: No, but I got it the first time and I got 
it the eeoond time. Who is the leading financier? 

MR. rnHN: J , P. )(organ. 

H.ll. JR: Oh, is he? He ~aid that on landing at the 
docks once dldn' t he? 

llR. KUHN: Idon•t know when he said it. 

R.M.JR: Won•t you give me a title, like "Taxes, " 
and so forth? 

YR. KUHN: Oh, a little close heading? 

H.M.JR: Yes, so the President could pick it up. 
If for no other purpose, for the President. 
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l!R. ODEGARD: Where are you reading, lfr, Secretary? 

MR. KUHN: Page 12. 

R.M.JR: Page 12. 

MR. KUHN: There is a mistake on page lS, the third 
line from the bottom, "To tax the income from state and 
municipal securities . ft 

H.A!. JR: Well, talking about community property, 
I would say that it exists in eight states . 

YR. KUHN: You say it exists in the eight states 
haYing what is called the community property system. 

l!R. ODEGARD: It says nine states down below. 

MR. SULLIVAN : Yea, I was going to say you left 
Oklahoma out there . 

MR. BLOUGH: Oklahoma being in uncertainty as to 
how it is going to work. 

YR. ODEGARD: Well, it ought not to be included 
at the bottom and excluded at the top. 

YR. SULLIVAN: I would put it in in both places, 
Ro)'. 

-
l!R. BLOUGH: They think they have one. -
H.V. JR: Have Roy give rou - the source of - there 

exists in eight states what s called the communi ty 
propertl system. Then tell what it is , rather t han going 
into - et Roy give you a short clear example . The 
communit y property s)'stem, which works as follows , you 
see. 

lfR, SULLIVAN: That is right , because most of these 
people up there never heard of it. 
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MR. KUHN : Vlell, halfway down the page you say -­

H. M. JR: No , but right at the beginning . As soon as 
you say, "co~m~unity property, which is the following". 
Then a short definition of what community property is . 
Le t Roy do a little job, Check on tha t, Peter. 

~ffi . OrF.Gl.RD : Yes, I think so. 

H.!!. JR: When you wer e in Ohio you didn't know 
what community proper ty was . 

MR. ODEGARD: Of course I lived in a community 
property sta te, the state of 1''ashineton. 

H.". JR: But you are unique . 

MR. SULLIVAN: I don't think but one man in a hundred 
knows what it is. 

!l. l!.JR: I told somebody the other day that Ylhen you 
v;ere in Ohio you used to - was it finance or taxing that 
you taught? 

MR. orEGARD : No, I taught administrative law at 
Ohio State . I taught public finance at the University 
of Wftshington . 

H.M. JR: But not taxationo 

H. H.JR: No, public finance . 

lffi. BLOUGH: Half of publtc finance is taxation . 

MR. ODEr.ARD: It is mainly hxntion . I did my Master ' s 
the si s on railroad t axation in w~shington . 

H. li ,JR: Is that where you got your--

~~ . ODEr,AP~ : I don't know anything about it, though. 
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H.M.JR: But you got your P.H. D. on that? What did 
,you get your P. R.D. in? 

MR. ODEGARD: I published a book called •pressure 
Politics". 

R.V. JR: The man that teaches finance today is 
shoup at Columbia, isn't it? Who has that chair? 

1!R, BLOUGH: The chalr in the - the Seligu.n chai r 
is b.eld by Haig. · 

Shoup is in the School of Business. 

MR. [UHN: That was your phrase, wasn't it, Peter, 
"pressure politics"? 

MR. BLOUGH: Haig ~as Seligman' s old chair there. 

H.M. JR: What do they call it? 

WR. BLOUGH: McVickar Professor of Political Economf. 

H.M.JR: But he teaches what? 

WR. BLOUGH: He teaches public finance . 

WR. ODEGARD: I hope be does a better job than 
SeliglWl dld . 

H.K. JR: Incidentally, I was wrong when I told you 
there was nothing going on in planning our borrowing. 
Bell didn't know that Haas had been workin& on it for 
aoae time. I didn't want to do Haas an inlustice. 

MRS. KLOTZ: I think that is what Mr. Blough said. 

H.M.JR: Yea. Bell didn't know it, and that Haas 
has an interdepartmental comudttee workinf on it. I 
didn't want to leave that impression unfa rly. 

WR. SULLIVAN: What page are you on? 
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H.M.JR: Fifteen. 

)IR, SUUIVJN: .All right, I have a co11111ent on the 
third line there . 

H.M.JR: Go ahead. 

MR. SULLIVJN : It talks about the method of splitting 
taxable income . That is a correct phrase where a man 
has a hundred thousand dollars in securities and gives 
his wi fe fifty thousand, but where they are both working 
and where they each earn their own income, that is not 
splitt ing the income. 

H.lol. JR: Do you understand that' 

MR. KUHN: Yea, I do, It could be called splitting 
unearned income . 

MR. SULLIVAN: That is all right. 

MR. KUHN: Yea, apli tti.ng unearned income. 

H.M.JR: In the middle of 16 where it says, "If he 
turns over half of these securities to his wife, he 
would have to par a terrific gift ta.x todar. • 

MR. IUBN: It sara here, "This couple at the coat 
of a moderate gift tax• --

H.M. JR: Well, moderate ia 

YR. SULLIVAN: Well, it is comparatively moderate. 

H.M.JR: Is it? Is that fair? 

MR. SULLIVAN : I think ao. I would want Ro7 to 
work out some figures over, say, a five or six year 
period, but I think the amount of saving on a transaction 
of this magnitude over the next ten years would make the 
gift tax appear moderate, but I would like to have Roy 
woric that out . 
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H.M.JR: Well, just check that , 

MR. KUHN: At the end of 16, Maclll uys that the 
family is not the economic unit , but the married couple . 
As i t stands here, you woul d be in favor of treating the 
fudly wi th married - unmarried daughters living at home 
and so on as the economic unit . 

MR. SULLIVAN: You are really opening up something 
there. 

MR. ODEr.ARD: I will s~y. 

H.M.JR: V.~at did you say? 

MR. SULLIVAN : You are open.ill6 up somethin5 Yihen you 
talk about the f amily unit . 

MR. OfEGAhD: There might be four or five people 
working in the fami ly. 

H.M.JR: I v10uldn't say that. I would say "couple" . 

Affi. SU11JVAN: Then that ought to be changed. 

H.!.!. JR: Yes . 

UR. SULLIVAN : I want to have a crack at this whole 
part ~hen you get through. 

H.M. JR: Well, you have it wi th him. 

tffi. SULLIVAN: I want to have it with you. 

H.M.JR: No, you are not going to have it with me 
(laughter) . 

MR. SULLIVAN : There i a one thing I h8ve just got 
to dis cuss with you. 

R.!.l. JR: You are not going to have i t Ti th me . 
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MR. SULLIVAN: And that is whether or not the 
Presi dent is going to clear thia . 
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R.lJ. JR: He is . I told that to Ferdie . The Presi­
dent is seeing the whole thing tomorrow. 

MR. SULLIVAN: ill right . I just don ' t want to 
get into the situation we got into last year . 

R.M.JR: But if I tell you I am ehowing the whole 
t hing to the President and he says, "O.K., F. D.R.," then 
what? 

~. SULLIVAN: I guess those ere marching orders, 
aren't they, what, boss? (Laughter ). 

H. M.JR: O. K. But let me explain, I just cannot 
in these daye --

MR. SULLIVAN: I understand. 

H. M.JR: No, I want to be fair to you and everybody. 
I want to do something. I know how you feel . For you 
to say you want your day in court - you had your day in 
court last year. I take it you haven' t changed, and I 
haven ' t changed. Now, why irritate each other by going 
through an hour? 

KR. SULUVAN: My gracious, I should think we would 
be able to discuss this thing in five minutes and not 
i rritate each other, and not irritate each other if we had 
to discuss it an hour. There are certain things that 
have changed the picture a great deal since we last 
discussed it . 

H.M. JR: Unfortunately, John, it is the one subject 
in the ~reasury that I find nobody can discuss without 
getting nci ted (laughter). I will talk any other tax 
thing with you but this . 

!.!R. SUlliVAN: Well, all right. 
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H.li.JR: Or with &Jl1bOdJ else. 

liR. SULUV.AM: I would lUte to send you a little 
me110 then. 

H.M.JR: That ia all right. 

MR. SULLIVAN: I will send you a little aeao indicating 
the aanner in which I think the pictuu baa changed, ana 
I will not rehearse an,thing we have preTiouslJ discussed. 

H.M.JR: This isn't directed at 70u. I wouldn't 
di scuss it with Ed Fole7 or George Haas or Herbert 
Gaaton. Doea it make JOU feel 1n1 better? 

liR. SUI.LIVAN: In Rlchaond the other night aomebodf 
brought this up, and I aaid it waa the onl7 tax subject 
in which evecything was black or white. There are no 
gra1•• Nobod7 can see an1 merit to the other fellow's 
argument. 

H.Y.JR: I say I wouldn't talk with Herbert Gaston 
or George Haas or I wouldn't talk about it with Ed Foler. 

:MR. SULLIVAN: I will send you a 11e110 indicating 
the --

H.M.JR: It ia not John Sulll van and ae. 

lffi. SULLIVAN: Oh, I understand • 

H.M.JR: It is just the others, too. But I am not 
going to nate a,ysel? on thia or with an)'body in the 
Treasury, but I will be ver1 glad if you will get ae a 
memo between now and two o'clock, to carefully read your 
memo, 

liR. SULLIVAN: Well, I don 1 t know. I am due up -
all morning in Senate Finance, but I will --

H.li.JR: What la going on in Senate Finance? 
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KR. SUWVJN: 'l'he re.,nl of the certificate of 
non-reiaburse.ent. We have had it out in the Bouse. 

H.M.JR: Your deadline is two o' olock, old aan 
(laughter) . 

)(R . SULLIVAN: All right. I will do 11bat I oan. 
That ia the aoat important thing I wanted to talk about. 
Kay I be excused, and get up there nowY 

H.M.JR: Sure. It isn't personal. The saae appliea 
to five other people on the Treaaurr. 

KR. SUWVAH: Only five? Pretty exclushe club 
(laughter). 

IIRS. KLOTZ: Haven't you a prese conference nowY 

H.M. JR: Yes• I will tell you what we are going to 
do, gentlemen. If Kra. Klotz and you three gentlemen will 
be back here at two thirty and nobody else, now, you will 
have the rest of the afternoon. We will finish it. 
We will start in at two thirty and we will work through 
the rest of the afternoon, but unfortunately I aa in 
a humor that I cannot be propagandized at this stage. 
But at two thirty. It will be all right. we will be 
able to put it to bed tonight? 

KR. JroHif: I think so. 

H.K.JR: We han got to. Peter and 1\oy, if you . 
don't aind, I w1 ah JOU would do nothing else but this thi 1 
morning. 

KR. ODEGARD: I have an appointment with Justice 
Douglas at eleven o'clock. 

H.M.JR: All right . 

KR. ODEGARD: And I wu going to see 
the Office of Facts and Figures about our 
then I will be through. 

some people at 
survey, and 

" 
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H.!.!.JR: Well, that kUla the IDOftliDg, though. 

MR. ODEGARD: If I couln get out of that Office of 
Facti and Figures --

H.K.JR: Well, get out of it. Tell thea that I haY& 
asked you to do it . Do you mind? 

MR. ODEGARD: No. 

H.M.JR: Tell thea. Keep your appointaent with Bill 
Douglas, and give hia my regarda, but do you aind getting 
out of the other thing? 

KR. ODIDARD: No. 

H.ll. JR: Because this is what I am trying to do, 
is to set the tone for the whole thing, you aee, and 
John Sullivan has got to follow my tone . 

MR. BLOUGH: He will follow. 

B. '1. JR: Yes, but I 11oean the point - I am trying 
to set a tone and the attitude for the Adainistration 
on how we are going to approach it. If the tone is set 
right on this, which is the moat difficult end of the thing, 
then it is set for the whole thing. That is why it ia 
ao iaportant. 

KR. IUHN: But the tone of invective and so on, 
scolding, ia out. 

H.ll.JR: Yes , air, thank you air. 

MR. rrrHN: I just wanted to find out. 

MR. ODEGARD: Did you like the tone of the proposed 
budget message, the part that was written in the Treasury? 

B.M.JR: As I remember it, yea. Do you know how 
Randolph Paul calls it? 
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MR. ODEGARD: No. 

H.M. JR: The still-born Treasury budget meaaage. 

MR. ODEGARD : It was unfortuDI\tely still-born. 

MR. BlllUGH: I don't agree. 

H.M.JR: As I r emember, yes. 

I!R. KUllN: Vecy good. 

195 

MR. BLOUGH: It was born, all right . It was stilled 
very shortly thereafter. 

I!R. ODEGARD: You mean it was born ill v:e? 

H.M. JR: This is the kind of thing that you can -
l et Peets and Figures go over until tomorrow. 

~m. ODEGARD: Yes, I can do i t . 

H.M.JR: After all, you end Bill Douglas won't be 
toget her more than an hour, will you? 

MR. ODEGARD: I hope not more than half an hour. I 
haven't seen him in several year s . 

H.~. JR: Well, the time with him is well spent. 

MR. ODEGARD: I want him to do something for us. 

H.M.JR: Treasury? 

MR. ODEGARD: Yes . 
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DRAFT OF SECRETARY WRGENTF..lU 'S i DDRESS 
TO THE CITY CLUB OF CLEVELAND 

JAlilJARY 24, 1942 

I am very happy to be wi th you in Cleveland this 

afternoon, be cause it gives me an opportunity to pay 

my tribute t o the ll'onderful response that your united 

community is giving to t he country's call. Here in the 

Cleveland area you have a great concentration of the 

forges and assembly linea which are America's front 

linee at this moment; day and night your industrial 

wheels are turning, your hammers are pounding, your 

fires are burning and your workers are toiling to ll'in 
--the war. 

196 

Here i.n Cleveland you have great numbers of f oreign-

born neighbors who value our precious freedoms and who 

have pooled their skills 11'1 th ours in this mighty 

product ion effor t in which we are engaged. 
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Here in Cleveland 7ou han reaponded to ner7 call the 

GoveriiiUnt baa ade upo11 7ou, and I take off 111 hat to 7ou. 

This war will bring ua m&n7 teats of our spirit and 

our at&mina. ilreaq our national will-power has been 

tested and proved b7 our abilit7 to take the shock of 

Paul Harbor. Our willingness to take IU.I'ching orders baa 

been tested and proved b7 the nation-wide acceptance of 

the great task the President aet for ua the other da7, 

the tuk of making such an overwhelJII.l.ng number of planea, 

tanks and other weapona of war that the Nar.h and the 

Japanese will be utterl7 unable to 1111tch ua. We have set 

our minds to accomplish that taak, and we are going to 

do it, Our patriotism 

D-B 
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has bad a further teat in the sale of Def'enea Bonds and 

stamps, which has now passed the three billion dollar ll&l'k 

and which, I am glad t o tell you, will set new records in 

January, both in the amount of money subscribed and in the number 

of individuals who are bUfing their share in America. 

But we shall have still another challenge, beginning 

in the very near future , a challenge of a kind which I think 

too few of us have planned for or even considered. That l• 

the test of paying for the war. It will come first on 

March 16th, when fifteen million Americans wi ll be called 

upon to P81 income taxes for the waging and the winning of 

this war. I t will come later in the p~nt of the vastly 

increased war taxes which we shall have to impose upon 

ourselves in the new financial year. 

D-B 
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I am confident that we shall meet those new requirements, 

&nd any requirements, without flinching. \7e know, as 1 

have said before, that it ' s a million times cheaper to win 

a war than to lose. 

This i s not the time for me to discuss the new tax 

progr&Q. The President has said that we must have $9 billion 

in new revenue . ~/e have no more right to fall short of that 

goal, than we would have to fall short of the President's 

announced goal of sixty thousand planes and forty- five 

thousand tanks in 1942. 

It will produce hardship; of course it will. We 

might as well start from the assumption that the coming 

taxes trill be hard for everyboay, just as we must realize 

that our huge pro~uetion program will involve 

li- B 
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sweat and sacrifice for everybody. How can you divert 

half of our national income to war production without 

'dislocating' our econo~? Bow can you spend $40 billion 

in this year 1942 without 8 disturbing" ordinary business 

and ordinary living? How, for that matter, can you fight 

and win a life-and-death struggle, a war that encircles 

the whole planet, without discarding old habits, old fears , 

old notions of business-as-usual? 

We are , however, entitled to lay down just this one 

preaiae: that the sweat and sacrifice be distributed fairly 

and borne by all in their fair proportion, in accordance with 

their ability to pay. And that brings me to the chief subject 

I should like to discuss this af ternoon: the urgent wartime 

need of closing the loopholes and removing the inequities 

in ?ur tax laws. 

il- 8 
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T is Administration has tried hard for years, &Dd 

with a good deal of success, to remove tax injustices of 

two kinds: those which permitted some to escape their 

fair share of tax payments, and those which bore down too 

harshly upon certain taxpayers. In every one of mr eight 

years at the Treasury I have fo-ught with all mr power against 

t he remaining vestiges of unfairness in the statute books; 

and in almost every one of t hose eight years Congress has 

responded to my efforts by closing some loopholes and enacting 

some remedial provisions. Conspicuous among our successea 

D-B 
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ill the fight againat loopholes ns a whole aeriea of reforu 

eabodied in the Revenue Act of 1937, which made it L.posaible 

tor anyone to eecape taxation by incorporating hia ,acht or 

country estate, or by creating a personal holding comp&Ol• 

Since then the struggle to perfect the atatutes baa gone 

on without stopping. Enry year the 'l're&sury baa tried to do 

something in this direction. The President has spoken again 

and again of the need of IIIAking our ta.xea etfecti n l!.lld equl t­

able aa wel l; and only the other day, in his Budget meaeage, 

he repeated that •a fair distribution of the nr burden ia 

nscesaary for national unity.• 

War knows no avoidance; the Nasia and the Japanese do not 

pick and choose l!.lliOng ua. Aa the President said, -when our 

eneudes challenged our country to atand up and fight they 

chal lenged each and every one of us.• Each and every one of ua 

has a direct stake in the outco• of thia war, and each of ua 

D-B 
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aust, therefore, p~ his fair share of the ooat. 

Yet I am sorry to s&J that the present tax structure 

still falls short of the requirements of equit7 and the 

insist ent needs of a nation at war. In spite of all our 

efforts of recent years our tax laws are atill weakened b7 

loopholes; it is still possible for a few thouaand indiTiduals 

to esoape their fair share of the b~en and to pass their 

share onto the shoulders of the re~t of us. Juet to eatist,r 

~ own curi osity, I asked our Treasury tax experts the other 

day t o compute the total amount of reTenue t hat had to be 

passed onto the ahoulders of other taxpayers because of 

the exi stence of loopholes in the law. The answer was a 

billion dollars. 
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about one- aeTenth o! the entire receipt• !rca 

income-tax in the !iacal 7ear that enda i n June. 

I just cannot belieTe that the war efforts of 

our people can reach their peak leTel until such 

a situation hae been reaedied, and until eTerfOne 

feels that the tax lawa are as fair as it ia 

. 
humanl7 possible to make them. 
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It h not ._., dilfioult to alip through exbtl.Dc 

loopholes. Tax noid&Doe 1a -.de po11i'ble bJ falt, 

statutes whioh have been exploited, ea.ett.ee quite legallJ, 

by thoueanda of taxpayers with high 1ncomu. The phlloeopt!T 

of habitual tax &voiders--and let .. •81 that they are not 

at all representative of our t~yers--ls that it's perfectlJ 

all right if you can get away with it. You may have heard 

the remark attributed to one of our leading financiers : •rf 

the Government doesn't know enough to collect ita taxes, a 

D\8.ll ia a fool to paJ thn. • 

D- B 
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and the 

o make maqy c izena pay more their 

In wart ime, when we are drafting young men to fight 

and risk their lives for their country, such an attempt 

becomes inexcusable. Our people ar e toe patriotic, in the 

high and low income groups alike, to take advantages which 

they may have sought and used in years of peace . 

D-B 
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So that 70U •1 mow uaotlJ what I ban 1.n aind, 

I should like to turn now to three speoit1o nuplu 

of loopholu--&nd I could niU a great III&DT more than 

three--which have been allowed to remain on the 

statute boola at the expense of t.he -.jorit, of our 

taxpaJers. 

The first ia the continued existence of tax-exempt 

seouritiea. !t present, aa JOU know, the interest 

from~tate and municipal bonds is exempt from Federal 

income tax. This provision givea some wealth~ · 

onl y 
taxpa7era a refuge, notlfroa soma income tax, but froa -
all income taxea. No aatter how much moneJ may be needed for 

D-B 
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the war, no matter how high the tax rates may be for others , 

8 taxpayer ia not obliged to contribute anything in this 

hour of his country' s peril, if only be can afford to lay 

his hands upon a sufficient amount of t ax- exempt securitie a. 

The Federal Government last year took a first step 

toward remedying this situation by stopping the issuance of 

tax-exempt Federal securities . Now that we are at war, now 

that the revenue needs of the Government have soared beyond 

all previous conceptions, it is high time, in~ opinion, 

to tax the income from future issues of State and municipal 

securities -- not only the income from future issues, but 

also the income from those issues now outstanding. 

D-B 
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A second source of tax dilcriaiaaUon ezhte in 

the eight States haTing wbat i1 called the coa.unity 

property eyetea. In the great .aJority of our State• 

a husband who earns a $10,000 Alary auat report that 

salary ae hie incoae and auat pay a tax of $1,305 

on it. If, however, he 11 lar'sua'• eaewgk to liTe~ 

in a coaaunity property State he ie allowed to report 

only $5,000 of that ealary ae hie income and hie wife 

118.Y report the other $5,000 aa hera. The two of t.hea 

together will pay a total tax of only $965. Thus, 

the .arried citisene of nine out of forty-eight 

States are able, h•oa•ee ef a letal teoaaiealit), 

to escape their fair ahara of the load at the eJpenae 

of our aarried citizens in the rest of the country. 

D-B 

Regraded Unclassified



- 15 - 21.0 

The removal of this community property privilege alone 

would not, however, reach a still more widespread form of 

avoidance , namely' · the me t hod of splitting taxable income 

between husband and wife, in such a manner t hat two f amilies 

having virtually the same economio position pay vastly 

uifferent taxes. Under the present law, if a husband has 

income and his wife has income, each pays a tax on the 

separate income . Because the income- tax rat es are progressive--

that is, because the higher the income the greater i s the 

rate of tax--a family in which both husband anc wife have 

incoce pays less tax, in maD1 instances, than a family having 

the SL~e amount of income all of whioh is received either by 

the husband or the Vli f e. 

D-B 
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, For example, a f amily in which the husband earne 

$ pays $ more tax than a family in which 

the husband earns $ and the wife $ The 

higher the income , the greater this discrepancy 

becomes ; and it will become still greater under the 

higher rates that are bound t o come in the near future . 

D-B 
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If we arnera to those who 

live on di'rldenda, 110re striking waya in 

which the separa taxation of huabanda and wives can 

be exploited or tax purp seaj Let ua take the case of 

a taxpayer in the upper brackets having a $100,000 

inoo• fro11 18curiti... Under the present law he would 

pay a t ax of $52,704. But if he turns over hal! of 

these securities to his wife, he will pay a tax of 

$20,881 ~ft $,50,000 '~come)and his wife will pay a tax of 

the same amount. This couple, at the coat of a IIDderah 

gift tax, haa thus secured a perpetual reduction of 

$10,941 in ita income tax liability. The loophole could 

be closed and the un!airneaa to the great mass of taxpayer• 

~ .-.··.vvid( c..ff .. / L 
removed by taxing eaeh f•m!l1 as a unit. The family ia 

%' 
the economic unit, and a realistic tax would treat it as such. 
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.lt the tiM U. l!ut tax bill waa 

. 
Congreaa conaidere a proTiaion requir 

wl vea to report incoua. 

ngreu, 

& married co 

would hne d to pay a tax on ch 16th o this year 

&D.Oun ting $180. When this a called datory joint 

return pro iaion waa stricken ! om the bil , Congresa 

made up t rennue which waa by increaaillg 

the tax 

gr&phio lluatration of what appena whe we perpetuate 

pro"Yiai ns in our lawa which undu]J" !no 

classe of our citizena. 

The final loophole which I shall mention this 

afternoon ia a bit .ore technical, but it i s one against 

D-B 
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which the Treasury has struggl ed for yeara without avail. 

If you use a machine in your business and that machine can 

be expected to last for ten years, you are permitted to 

deduct each year for ten years one- tenth of the cost of 

that machine . Because you will probably have to buy a new 

machine at the end of ten years, this deduction is a fair 

and reasonable me t hod of allowing you to recover your 

~ 
capital ~u ' illY Needless to say, you .- never permitted 

1\ 

to deduct more than the cost of the machine . 

There are some types of business, however, which are 

permitted over the years to deduct far more than the amount 

of money which they have put into the property with which 

they conduct their business . A mi~e or an oil well becomes 

exhsus.ted eventually, just ae a Mehino wears oat, ~ 

--comp.anier in tb business must acquue new 
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in order to continue their business. They must fairly 

be allo?led, t herefore, to deduct each year a portion of 

the original cost of the mine~ and wells which they have 

acquired. However, we let them do much more than that 

in certaln instances. The so-called percentage depletion 

provision of the income- tax law all.ow~ these companies 

to deduct an arbi tre.ry percentage of their income 

indefinitely, instead of deducting a percentage of the 

cos t of their wells and mines each year until the entire 

cost ha~ been made good. An oil company 1~ich may l~ng 

ago have recovered tax free many times the cost of the 

wells which it is operating is still permitt ed a 

deduction of 27 1/2 per cent of the gross i ncome f rom 

those very same wells. 
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I have pointed out the 110st ~laring examples o! thue 

loophole~ , but there are almoat !i!ty mora, all o! thea 

unfair to the aalQ' !or the adnntaga o! the tew, all o! 

thea dangeroua to the unit7 we need to win thia war. Perhaps 

the American public has been inclined to shrug its ahouldera 

at the defects in our tax laws; yet they are not small .. ttera, 

ei ther morally or materially, nor are they matters beyond th~ 

control of the people themselves. 

It baa been difficult until now to correct our tax 
• 

lawa becauae the majority of taxpayers have been indifferent . 

It will be impossible to correct the lawa until the great 

body of imerican taxpayers beco.as thoroughly aroused to 

the injuatio~a which have been left on the statute boo~a 

year after year. The remedy lies in the taxpayers' banda. 

D-B 
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r We Americans ha.ve r eason to be proud of the unity &nd .. 
the devotion thllt hAve been shown by all sections of our 

people since Pearl Harbor. But national unity is a precious 

thing; it will be subject ed to maey strains in the months 

and years of trial ahead. For this reason I am going to 

~ke i t mw responsibility to f ight for the speedy removal 

of any defects in the tax lawa which may injure our national 

morale. We need nine billion dollars in additional revenue; 

I should like the very first billion of that amount to be 

obtained by closing the remaining loopholes. Tax favoritism 

and national morale cannot survive t ogether; one or t h e atben 

mu•t so We must choose between the two without delay. 

I have so much confidence in the patriot ism of the American 

people that I t hink I r~ow in advance what their choice will be. 

I -B 
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DRl.FT OF SECRETARY KORGE!iTH!U' S !!>DRESS 
TO THE CITY CLU1l OF CIZVEUND 

JANUARY 24, 1942 

I am very happy to be with you in Cleveland this 

218 

afternoon, because this great city, far from any battle line , 

is one of the places where the outcome of this war and the 

future of this country is being decided. Here in the Cleveland 

area you have a great concentration of the forges and the 

aesembly lines which are America ' s real front lines at t his 

moment. Day and night your industrial wheels are turning, 

your hammers pounding, your fires burning, your workers toiling, 

to win the war. You in Cleveland are showing what our free 

people can do when they are aroused, and I take my hat ott t o 

you. You and all the others of our 130 million people have 

begun to speak in the only language that tyrants und~rstand --

the language of tanks and planes , guns and ships, and msn with 

the courage and conviction to carry that message all the way 
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to Toqo and BeJ'liJl. 

What baa happeud, I •oDder, to tbo .. who ued to ,., 

that the pioneer apirit waa dead? Til. pioneera who opeud 

Ohio did not let danger or hardship daunt thea; the7 regarded 

eney danger aa a challenge, neey hardehlp an adnnture. 

You in CleTeland haTe not lost that apirit. It is &liTe and 

strong, here 1A Jour State and in eney State. llie&dy we 

haTe a.D6Wered the shook of Pearl Harbor bJ dedicating ourselTea 

to the greatest .job that ever confronted our country. We 

h&Te shown that we can take marching orders b7 accepting and 

applauding the great task the President set for us the other 

diJ, the task of aaklng auoh an onrwhel.lling nuaber of 

weapons that the Nazis and the Japanese will be utterly unable 

to match us. If &n1 further proof of our determination were 

needed, let &n1 of our enemies look at the magnificent response 

to the eale of Defense Bonds and Stamps in the past few weeks. 
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The total baa now passed three billion dollars, and the response 

ln Januarr has set new recorda in everr direction. Whatever 

test lll$r be given to us, we are going to surmount it; whatever 

hardship mar be in store for us, we are read1 to take it and 

give ~t baok to our enemies a hundredfold until victory ia 

won. That was the pioneer way in the old Ohio days; that ia 

the American war t oday. That is the way we shall keep faith 

with the pioneers and with the prom.ise of a better world which 

ther foresaw. 

We have only just begun to fight; we have only begun to 

learn what this war effort will involve . In the near future , 

for example , we shall face a new challenge of a kind which I 

think too few of us have planned for or even considered. That 

is the challenge of paying for t he war . It will come first 

on March 16th, when fifteen million Americans will be called 
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upon to pay income taxes for the waging and the winning of 

this war. It will come later in the p~nt of the vastlf 

increased war taxes whioh we shall have to impose upon ourselves 

in the ~w financial year. I am confident that we shall meet 

those new requirements, and any requirements, without 

fli nching. We know, as I have said before, that it ' s a 

million times cheaper to win a war t han t o lose one . 

This is not the time for me to discuss the new tax 

program. The President has said that we must have $9 billion 

in new revenue. We have no more r ight to fall short of that 

goal than we would have to fall short of the President's 

announced goal of sixty thousand planes and forty- five 

thousand tanks in 1942. 

It will produce hardship; of course it will . Since 

when have the American people been daunted by hardship? 
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( It is part of our American tradi tion to face the facts , 

however harsh the facts may be . You know, without ~ saying 

so, that we cannot divert half of our national income to war 

production without "dislocating• our eoono~ from i t s customary 

routine . You know, wit hout ~ saying so, that we cannot spend 

$40 billion in this year 1942 without •dis turbing• ordinary 

business and ordinary living. You know, without ~ saying so, 

that we cannot fight and win a life-and-death struggle, a war 

that encircles the whole planet, without discarding old hebits , 

old fears , old notions of business-as-usual. 

We are, however, entitled to lay down just this one 

pret:Use : that whatever hardship may be in store, we shall face 

it together; that it shall be distributed fairl y and borne by 

all in their fair proportion, in accordance with ii*i• their 

abil ity to bear it. And that brings me to the chief subject 

I should like to discuss this afternoou( tQe-- al'geut waPt i m• 
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neea of elo•ing tAe leepftelea &Bi re•o•la& the tnequitlii itt ' 

Oll» t•• lawav 

This Administration has tried hard for years, and with a 

good deal of success, to remove tax injusticas.of twa k:inda. 

those which permitted some to escape their fair share of tax 

payments, and those which bore down too harshly upon certain 

1-tr-v 
taxpayers . IA STeP)' eae el 1111/le ight years at t he Treasury I 

have fought against the remaining vestiges of unfairness in the 

statute books , and in almost every one of those eight years we 

have succeeded in closing some loopholes and enacting some 

remedial provisions. 

In the Revenue Act of 1937 there was a whole series of 

reforms which made it impossible, among other things, fo r 

anyone to escape taxation by incorporating his yacht or country 

estate, or by creating a personal holding company. These 

devices have now been outlawed, and oobod) wslllli tllirlr of 
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•••••~t% to the& H&i. 

Since then the struggle to perfect the statutes has 

gone on without stopping, but the fight becomes more necessary 

than ever now that we are at war. The President has spoken 

again and again of the nsed of making our taxes not only 

effective but equitable as well. Only the other day, in his 

Budget message, he repeated that "a fair distribution of the 

war burden is necessary for national unity. " 

War knows no avoidance . As the President said, -when 

our enemies challenged our country to stand up and fight they 

challenged each and every one of us . " Baclt aftd.every one of 

I , us has a direct stnke in the outcome of this war, and each of 
• 

us must, therefore, pay his fair share of the cost. 

Yet I am sorry to say that the present tax structure 

still falls short of the requirements of equity and the 

insistent needs of a nation at war. In spite of all our 
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to eeoape their fair share of the burden and to pass their 

ahare onto the shoulders of the rest of us~ J~st to aatia(J 

, ., own oariu10 I asked our Treuurr tax experts the other 

dq to compute the total aailunt of revenue that bad to be 

passed onto the shoulders of other taxp&1ers because of the 

existenoe of loopholes in the law. The answer was e. billion 

dollars, about one- seventh of the entire reoeipts from income 

tax in the fiscal year that ends in June. I just connot 

believe that the war efforts of our people can reach their 

peak level until such e. situation has been remedied, and until 

everyone feels that the tax laws are as fair as it is b•m•nlr 

possible to make them. 
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Hello. 

Mr. Swope. 

Hello. 

Morgenthau. 

January 22, 1942 
4:20 p.m. 

Mr. Secr etary, this is Swope. 

Right. 

I didn't want to write you. I've Jus t seen 
A~iral Land. I didn't want to write you a 
memo randum. I can t ell you over t he nhone or 
I can come in and tell you. · ' 

It you don't mind, on t he ohone. 

All right. Re says h~'e been- and I didn't want 
to put th1& in wri t ing, ae you can see . . ... 

Yeah. 

••.•. that he ' e been k i cked all around by the 
President and also by Harry Hopki ns • . ... . 

Yeah. 

..•.. and that it anybody can run the thing better 
than he does, why they're welcome to it; but that 
they have already shipped thirteen - sent thirteen 
ships to Russia, and they will send fourteen mor e 
this month. 

He r ecogni2.es the si t uation in New Yo rk, and t hat 
the ships haven't always been pr operly l oaded, 
but that Captain Conway is Just as well advised 
as anyone can be up ther e and t hose things un­
doubtedly will happen again because or uncertain 
t r oop movements t hat come all or a sudden. And 
then he has grave doubts i n regard to being able 
to get the shi ps into Archangel, because he sai d 
that even t he ice-breakers have been stuck ther e 
recently. 
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Thll t' e r i ght. 

But he's doing ever ything possible, and be's very 
glad t o have our cooperation. I told him we 
recognized it was hie job, end we just wanted to 
be helpful. And I had a very ni ce visit. 

Well, wher e do we go from here? 

Well, I have just called up our New York Offi ce 
to get in touch with Conway and ke ep in cl ose 
contact - that Conway would k now Just as much as 
anobody can know about it, and that they'll have 
to work under diffi culties there because those 
ehlps often have to get unde r way very ouickly 
on account of the convoy. I'm afra i d that ' s all 
we can do tor the present. 

Who is Conway? 

Conway is the head of the Maritime Commi ss i on ln 
the City of New York. Hie office l s at 45 Broadway, 
right near t he British Purchasing Commi ssion. 

Well , do you thlnk i t would be a mistake for me 
to bring the Pr esident ' s attention at Cabinet t hat 
there's t wo hundred and tltty-tive thousand tone 
l n New York waiting t or Russia? 

Oh, no, no, no, no, no t t or Russia . All together, 
slr. 

All together. 

For the British and the Rueel ane. 

Is that s t ur r that we bought? 

Tha t 's etur r t hat we bought and shipped l nto 
there, y ea, sir. 

Exoluslve or t he other s . 

Exclusive or the others, yes, s lr. That ' s all 
we're r esponsi ble t or , t he Treasury De~rtment. 

Well , why no t get the p icture on the whole stur r 
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tbat's waiting there? 

Well, I haven't the remotest idea. We'd have 
to go to the War and Navy Department to get that. 

No, I think you could get it from Stettinius. 

We'll need him. Shall I do t hat? 

I'd get it - I mean, it I'm going to bring it 
to the President's attention ••••. 

Well , I wouldn't now. I t hi nk Admiral Land i e -
I guese has some feeling in the t hing, because 
be eays he's been getti ng eome insulting lettere 
trom the President and Harry Hopkins, but he's 
doing just the best he knows how on the thing. 
He told me they need eix hundred and thirty-nine 
ahipe, and they've only got tour hundred - Just 
two-thirds ot it - and he haa t o distribute them 
as best he oan; and it somebody will tell him to 
send them all to Russia, he'll do it. 

How many ships did he send in December? 

In January, thirteen; in December, I don't know. 
In January already, thirteen have gone to Russia 
and f ourteen more will go. That' s better than 
the figures that I had bef ore. 

Well , g ive me this, ae i n our own busi ness. How 
much etutt have we go t at the various ports awaiting 
shipment , and bow much - and t or which country i a 
it designated. 

Yea, I can do that. 

Can you do that? 

Yea, sir; and I'll ha ve it to you before t omorrow 
morning. 

That's right. 

That will be all right. 

Thank :rou. 
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t .. , Ill'. Beoret&l'J. 

JUuarJ 22, 1"2 
5:5' p.a. 

I'a here 41IOUII1118 th1e quut1on ot wbat I 
did or 414n' t proaiae 7eeterdM7 and eee it 70u 
oan retr eeb 81 aeaor7 about theee aen who are 
1n the officer•' pool. 

Yeah. 

And I ea1d, •wow, I don't want J OU to go i .n­
I want JOU to •taJ in the TreaeUI'J. 1 Bello. 

Yee, I 1a .l1eten1ns. 

~en I think J OU aa1d , •Well, it theae aen g1•e 
up their chance to be an officer and then the7're 
drafted ••..• 

Yeah. 

Didn't JOU 117 to me, 1 Vell, then, Ill'. Morgentbau, 
w1ll JOU aee that the7 get a coam1aaion'? 

Ko, I 414n1 t aa7 that. I eaid at that t1ae-
I llid, 'It JOU aak tor deteraenta tor tbeae 
ottioera in the pool now and tbe7 l ooae their 
ooaaiaaiona beoauae JOU aaked t or deteraenta, 
ud then tbe7're oalled in the aeleoti•e aen1ce, 
I think JOU 1•e got to aake up JOUr aind DOW that 
JOU 1ll alk tor deteraente when the draft board 
oalle thea,• and I underetood J OU to 117 'Jea•. 

Ob, that I'd alk tor deteraenta then. 

Yeah. It theJ g .. e up their co1M1ee1ooa oo JOU.r 
repreaen\ation to the Ara7 that th17 were needed 
in the TreaiUl'J. 

Oh, not that I'd aek tor ooam1aaione tor thea. 

Ko. 

Juet that I'd aek t or deteraent a. 
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Defaraanu if their 4J'aft board oallad tbn. 

Wall, now, wbo doae ~t applJ tot 

'l'bat would applJ ap.oU'ioallJ to Ohuok ladee. 

Ia that the onlJ oaaat 

230 

I think that'e the onlJ oaaa at the aoaent, 
baoauae he'• th1rtJ-fi~e- going on th1rtJ-eix­
and he bae a ooaaiaaion •• a firat lieutenant. 
And he d1dn' t rag11ter f or the draft beoauaa he 
had tbla reeene o01111iel1on; he waa exeJI.Pt. 
Row, if theJ drop hie oo .. iaaion beoauee we aak 
the t he be retained in the 'l'reaaurJ, then ha 
would ha~e to regiatar for the draft. 

Baa he done a~thing Jett 

He'e going to eee Eddie in the aornlng at nine 
o'olook and talk to Eddie about the aatter. 

Well , tell hia not to do &ft1th1ng about it •••.• 

All right. 

••••• until I ha~• a ohanoe to reconsider. 

All right. 

Will JOU dO thatt 

Yea, I will . 

Pleaee. 

All right. 

Thank JOU. 
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January 22 , 1942 

Sir Frederick Phillips visited me and said that the 
Brit ish Government , due to the battle of the Mal aya Penin­
sula and the news about Singapore , would lose about 
$300,000,000 to $350,000 ,000 worth of revenue this year. 
Therefore , they were going to ask us to take over the 
$600,000,000 or $700,000 ,000 worth of cash contracts they 
had placed in this country prior to March 15th and he was 
sent here to ask me whether the Chancellor of the Exche~uer 
should take it up with me or should Yr. Churchill take 1t 
up with the President. 

Well, I did some quick thinkinr. and I thought why 
should I be handed this difficult task? \'Illy not l et 
Ur . Churchill make the request of the President? Then 
the President , by a stroke of the pen, could say yes if 
he wan ted to . 

So I told Sir Frederick Phillips my suggesti on was 
the t this was of such importance that l.!r .Churchill should 
take it up directly with the President . 

He asked me what was new in China and I told him 
about my recent letter from T. V. Soon~ and my message 
from the Generalissimo and , i n the str1ctest confidence, 
I gave him a copy of both. 

Then be asked me what was this that was coming out 
of Rio a.nd I told hit! it was a suggeation for a conferenc e 
for North and South America; that or iginally thef had 
wanted to make it for the United Nations and I sa1d no , 
that I would not do that until I had a chance to talk it 
over with the Engl i sh, the Russians and the Chinese, and 
that when Harry White came back I would sit down. So 
Phillips said, "Well , this is really nothing more than ex­
~e~d~ng to the South Amer ican countries the pr~vil~ge of . 
~o1n1ng the old Tripartite Agreement" and I sa1d, Yes , 1t 
1s something like that". 

oOo-oOo 

-
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Treasury Depart111ent 232 
D1v1e1on of Monetary Resear ch 

Date .. J~.b.: ... L ......... l9 I./. 

To: !'!!lllo f or F"1l~• : 

~~ . V.hit~ cal led ~ir treder1ck on 
Jan . 2~ , ,012, ar.d erranied for Uhi~ 
q•J•~tion '"..O be diSC\1~~~ at a z ee t in' 
1r> his o(fice t hat afternoon . A•, 
• ~•t m•eting i t """ agr~ed th:lt Si r 
treder1ck would or er•re • 3- month ~sti­
mpte with 8 verbfl stotenent of t he 
le,oened r el evancy of t he f1L~reo . 

(Herort on t hi • eonfrrenee lr F>l••, 
h nt4). 

J . E. Hie~• 

CuPY 
MR. WHITE 

Branch 2058 - Room 214~ 
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JAN 14 1942 

li1 ....... ..u }rMoridll 

; have 10\U" l e\\W ot J~ e, ew\J.Qc lO>il » pe \!Ia\ 
\!:.e ~!Uw.i t>\&\ .. i.r ... w-1 •W 110~ -~ ~ ~~ w ~ 
£~w-ee OD o~~1Uoh tOle! &llcl cbllu ba.l"""* WMA lobe ~ lAD0-
1.1&&1 &;~;>r.>;.r1 alJ:)A c:,. .. ~~~. 

1 t ear ~a..\ \tJ.a aa\~v 1& oue \ bat \ I"' 1na•..rl 1a ""~ 
l rae ~ <!ecl(l, loll will r•u ber \bal. l<~'*ltll\&\l.oo ol u-e 
t~ca ~LH~>~o4 =:~ OA\ire t ul.illo!U' al t U hear~ lM\. 
_o,ucl:u 1 ~ COila"'llleD\ 11 l bellan til&\ 1\ 1a IU.f.Jtq probable 
\.C.a\ t-:oe &e....bera .>1 \..-._o \.4aaitl• c w1ll u~ .~a "-·•• C\UT.C.t !14;.­
oae• at \ "" nu1. 11<&11zl4a, 

l oll n no 1o 'fQIJ l e\\or \!:At '0\1 !lo<l .to>urao.l..i ;>erCI>4iCI 
I4JIOD a c!ll-.a, !or \,\41 1>1~~ )•llr ...,..,.10611 .... ..., ~·e ~ be, 
1oM -.or o obct.re~,.. wW t onve•• ~. &114 t ile lo1r..- JQU' 

....,.1e&e aao•L• I"''Ye ~ be, l.lle 110r1 obe\ NJ>I I'O\Ia 10Ul torli~o~t 
noloera o! narlll~ l.al&nC:M be~, Tbal l a 1n4eecl a d.U_ , 
w t • "" not t.ollon \ 11&\ 1\1 horna a.u pw-t1 c11l..rl;( t.luil'p. 

> 1,..,.... aa or """' tire\ ot '-'\a 1•ar ""111<1 almr ~ Olil' u...UI&.blo 
~Ol!> ...,.: col..era 11o1 tl'OOt .~0$ ,.u lion l.o UoSl a ll !loa, a..\.1 

1.o Yi- ot \~ 1601. Ula\ • AM .... 1o t.ne • .,. , """ 1o n.. ot 
u. ~ ! AC\ \11&\. 1.1:10 ~ preu ntecl ~ l.oA(;rN a 1o 
~•,t<=ber tor..:ul. a di>llar ba.lanc. ot a.bo"\ 1.1.)0 aUllon lo' 
t..a lftd ol l hlo ) ...,. (a ~o1t ot ..Z.S alllloa ,..,. -loll ort ... \ 
toT .)~S allllon - rr ... t ba flit l,Qm) , 1\ 11 Wlllltell tlltL 
Co"iJ' .. c ""l>ld obJeo\, JD \be ot~>er born, » lc.are ol a h r linj: 
anolllo bo """0"""11-4 1!1 ~be aa ata~u.n\ whielll wollld a l>:rtr a 
hr~,ar 0ol4 &!AI dollar ba.l-.ace and pr6CUo&lll no c!ecllne 1o 
~r1~iah hold.1•l(• r>t ..,...,.inn ea .. ...-i u ... 

1 ahall be t1a4 1.o cU•ou.• t.t1a ~bla '11\b 1011, w~, •~ 
\ 1,. - t, 1 aa I no"-' \.o ~,. u.a~ ... ••>~•lei be wiaw \o 
1.1•• ..... l 1£W'•• \.o ~ .... 

vir t r eduick fbllU,.a 1 
hr1tiaA •~P~lt ~ounoiL in ~or\n ~loa, 

•Ware! ,.,~•11 
I U tWijl\on1 !., 1., 
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TO 

FROM 

SubJect: 

TREASURY DEPARTMENT ?30 ...... IJ 

INTER OFFICE COMMUNICATION 

DATE Janll!lry 22,1942 

Secretary Yorgenthau 

Llr. KAJDt<rok 

Bh1p~ent or Planes to Br1t1eh roroee 

I n the week endlng January 13, 1942, 
a tot al or 105 planes or all typee (63 
comb~t planes) were eh1pped to Br1t1ab 
rorcee. Forty-eight were directed to 
the M1ddle Eeet , 44, mostly trainers, 
to Canada, and 13 to the Un1 t ed King­
dom. No planes ~ere shipped to the 
F'ar E..st. 

Regraded Unclassified



'!'11'ble A 

~ t ho Un1 ted K1ngdom 

Llght ~nd ~od1um 'bombers 
Heavy bombers 
~ovd o~trol 'bombers 
?urau1 t 
Ar~y coo9erot1on 
Tr~1nera 

- 2 -

Sh1pmenta by Area 

Week e nd1ng 
Jan.lJ,1942_ 

0 
0 
0 

13 
0 _ _ o 

Tot~l to tho Un1ted K1n~om 13 

:o tho :addle !:~at 

L1~ht and med1um 'bombers 
Heavy 'bombers 
?ursu1t 
Army Coopera t1on 
Tra1nera 

Total to the W1ddle East 
To the Br1 t 1ah Pae1 r 1c Forces 

L1~ht and med1um 'bomber s 
Novel patrol bombers 
Pur au1t 
Tra1ner a 

Tota l to Pac1r 1c Forces 
To t he i'orces 1n Ruas1A 

L1~ht and med1um bombers 
?ureu1t 

Total t o Ruaa1an Forces 
:o the Canedlsn Forces 

L1tht and med1um bombera 
Navql potrol bom'bere 
Pura·11t 
Tro1nora 

TotAl to CllnAd1an Foree• 

Tot ola --
L 1 ~bt and med1um 'bombers 
Heavy bombera 
No vel potrol bombers 
?ur au1t 
Army Cooper11 t 1on 
Tra1nera 

Total 

3 
0 

45 
0 _ _ o 

0 
0 
0 
~ 

0 __ o 

0 
2 
0 
~ 

48 

0 

0 

44 

Total eh1pped 
1n 1942 
t o date 

0 
0 
0 

1~ 
__ o 

26 
0 

75 
0 _ _ 8 

0 
0 
0 _ _ o 

0 
_Q 

1 
7 
0 
~ 

27 
0 

J 
4 

_.2l 

17 

109 

0 

0 

51 

177 

Total ah1p'Oed 
a1nee 

J an. l, 191!1 

1 ,124 
104 
102 
>24 

~ 

356 
5 

923 
10 

..!5Q 

95 
27 

168 
J..Q.2 

55 
l 'i 
42 

1, 713 

1,444 

195 

93 

hill 
1,3?Cl 

1 ,674 
l oq 
144 

1,506 
45 

.!.....lli 
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Table B - 8h1~enta bJ T,-pee 
Total 8h1ppe4 Total ah1o'Oe4 

W"ll: en41:f 111 19~2 diiM 
Jan. 11 . 19 2 So lt!t Jan. 1. 191ll 

Bell .uraoobra 0 0 1~ 

Boelng B-17 0 0 20 
Botton III 0 0 39 

Brewtttr Butta1o 0 0 168 

Oeuna T-50 19 20 568 

Coneol14atl4 Oatal1na 2 1 1" 
L.B.30 (B-2a.{ 0 0 6 
L1btrator I B-24A) 0 0 u L1berator II B-2~8) 0 0 

~rt1ee l1ttJhawll: 45 75 ~57 
Touhawll: 0 0 593 

Douglae Boeton I 0 0 1 
Botton II 0 0 81 
Botton III 0 0 439 
D.O. II 0 0 10 

Fa1roh114 24 R-9 0 4 26 

Glenn Mert1n Belt1aora 3 26 9~ 

llar,lan4 0 0 150 

Gruaun llartlet II 0 0 ~1 

Loolthet4 lludton I 0 0 1 
lludlon III 0 0 351 
Rud.eon IT 0 0 10 
Bu4eon V 0 1 398 

Worth Aler1oan Henard II 23 31 928 
Kuetang 13 13 93 

P1toa1rn Autog1ro 0 0 5 

Vought 81kortk1 Ohetapeake 0 0 50 

Vultet 8t1neon-049 0 0 4 

Grand 'l'otal-All 'l':rpee 105 177 4,97~ 
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~ Table 0 - Plane 8h1p-nte to tbe Br1t1ah bT Weeke 

Light an4 •••al 
1feelt ••41- a •• ..,. patrol ANT 

Cndt4 bo•ben botbtrt bo•ben P\l~tult Cooperat1on ~1nert !2lll 
1retltl7 Anrtgt 
or Shlp•anh 
ln 1941 32 2 27 1 28 92 

Jenual')' 6, 1942 24 0 5 )0 4 9 72 

Januarr 1), 1942 ., 0 2 58 __ o_ 42 ~ 

Tohl thl pMnh 
t1not Janual')' 1 , 

1 ,674 1114 1,506 1,496 4,974 1941 to 4ate 109 
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1/22/42 

)Irs. Klotz t old Clif llack today that '!lr. 
)l'•&enthau does not want to see llr. Young, 
L J that that is why he brought llr. Swope 
do•~> here. 

-

-
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( Phil Young plus to aak ;rou 
for an appointment with the 
Secretary either tomorrow 
or Friday morning. I know 
the Secretary ia going to be 
terr ifically busy on his 
return tomorrow, but perhaps 
he 110u1d like to talk with 
VY. Young before he baa lunch 
wi tb Llr. Nelson. 

CEW 

1-21-42 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

January 21, 1942 

l(Et.:ORANDUL! TO THE SECRE.'l'ARY: 

I talked this morning wi th Phil Young about his 

suggestion that a segregation be made of items now 

purchased under the lend-lease program by Ar~, Navy, 

and Treasury Procurement which would result in routing 

to us the requisitions for purchase of machine tools 

and certain other commodities of a commercial nature. 

His proposal i s to avoid the situation of having 

more than one agency buy the same co~~odities under 

the l end-lease program as far as can be done, and he 

indicated t his morning this morning that be would like 

to talk with you about this plan . Perhaps you would 

be interested to talk wi th him before having lunch with 

V~. Nelson Friday noon because I understand that Phil 

Young intends to talk with A~ . Nelson after he talks 

with you . 

f 

l 
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V.. Klotz t elephoned Clifton llack auii told 
h~ the Secretary is not going to see Phil 
r oung. 

12/5/41 246 

r'\ . Klotz t elephoned Mr. Young today and 
~ld him that Mr. Morgent~au would be 

•
glad to see him when he returns from 
Arizona. 
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OFFICE Of i..END-LEASE ADMINISTRATION 
f1YE.FIFTU:N 22d STREET NW. 

WA9!JNCroN.D.C. 

Deea=ber ~. 1941 

Denr Mr. Secretnry: 

-..., 
247 

It hRa been a long tlmo alnco 1 h~vo had 
nny exercise . Alao much va.ter . muddy IY'U\ other­
wise , hfte b-one over the dt\C. 

Lend-Lease la still try1~ to c~ry on 
althoUGh nt the ~resent tlce It It tl l ; htl¥ 
..lOre tol)- beA.,.. than it hPs been in the n~at . 
·:o,.over, 1 tt1ll believe thAt thoro 1t " Job to 
be dono In It, ond thPt It artordt a coe~ltm 
!o~ ~e:o~llahin& ~ obJective "' ue ll ~• an 
oxeollont v~;lcle for political oulelde. 

! would like nothi~; bett er thnn to bnvo 
*' t:.orn1no stroll aome tiae At your convenienc e 
or Juat n fe\li olnutea to chnt . 

~~lf::t( 
?.onorl"ble Her.ry l!or~enthau, Jr., 
Secretuy o!" tho ':Te.ns".lry, 
•· .. ol\1'\; ton , D. C, 
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TREASURY DEPARTMENT 
249 

IHTI:It.OI"l'lCI: COMNUNICAT10N 

DAft 

Secretary ~orgenthau 
Januarr 22, 1942. 

• r; . H. Foley, Jr. 

Re: Amer i can boach Corpor ation . 

I r ecommend that we put a gr oup 1n Amer ican aoach Corporation 

to make an inveat i gation o! its ownership , per sonnel and r ecorda 

to the investigation we ar e currently making in General 

and Film Corporation. American Sosch Corporation has been 

blocked aa a Swediah, Dutch and Ger:nan national and ie now ope rating 

buaineea l i cense . 

American Bosch Corporation ie at present engaged in most 

vital defense work. It ie the Government's pr incipal aupplier o! 

fuel in jection equip!l!ent for Diesel engines , ih second most important 

aup;lier of aviation ra.aeneloa , particularly for bombers , and an 

t prospective supplier of tank magnetos and gasol ine injectors 

replace carburetors for a ircraft engi ne s . J.pproxima tely 70% o! 

the corporation ' s pr esent sale s volume (around 4lr millions) ill , 

dirtctly or indirectly, connected with the national defense prograo. 

The roots of American Bosch Corporation go back to Robert 

Bosch Company of Germany. Bosch Magnet o Company, a subsidiary of 

rt Bosch of Germany , was seized by the Alien Property Custodian 

sold in 1919 to the American Bosch Magneto Corporation. In . 
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1921 Robert Boach C'Wp'•J of Gei'IIUJ orpaiaei a MW .UI1U.., 

ln the United Statea, Robert Boaah Mapeto C"''p'Q', JM. Jla 

19~0 a :nerger waa etteott4 botw• We aubalalal"7 ..a .laarloaa 

Bosch l!Agneto Corporation 111lloh naultea 1a a uw oorporatloa 

known as !aer ican Boaoh Corporation, the •lori\7 of the lhare1 

of which wu a<h1ttedl7 owne4 b7 the Gel'II&D ocapa~~J. 

Subaequentl7 aoat ot the Geran -a atoolt appeared 1a the 

of a Dut ch priTate banking houae, KeDdelaaohll and Coap&DJ which, 

bJ 1938 , wu reported to control approxiaatel7 80% of the lharu of 

American Boach Corporation. In 1939 KeDdeluohll and Coap&J~J •• 

liquidated and, aa of DecGber liMO, it •• reporte4 that approz1-

utel1 77'/. of t he atoclc of .6aericu Boaoh Corporation ha4 beu 

transferred to a Swe41ah corporation ~~~m~cl 117 aubatant1all7 the 

same atockhol.der a aa 01rll the Stockholaa Ellakilcla Bank. 'fhia alll&e~ 

Swedish-owned atook ill at preaent helcl in a TOtinc tnat, the tnatee 

of which ia George Kurnane, one of the partllera of the In York tis 

of J.!oMet , llUJ'IIane & Compa~. KuriWll •• o1'1ginall7 placed on the 

board of directora of the corporation to repreaent the intereata of 

Mendelssohn and CompanJ. Deapite t hia aeriea of alleged truatera 

of ownership, the Preaident of Aaericu Boach Corporation troa 1919 

to 1937 atated i n December, 1941 that he •• of the definite opinion 

that ownership of the ooap&DT waa atill in Robert Boaoh Ccap&DJ of 

Germaey. 
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In addition to aore tha tnntT para of cloae aaacc1at1on 

with Robert Boach COllp&llf of Ger1UJ17, lncludlq atook o.erlhlp, 

important patent connectlona ad purchaae contracta, •rica Boaoll 

corporation h belined to han 111011g ita penonnel JUilT •plopea 

who have eoae !roa 0.1'1UJ17 alnce 1930. 

It il ob't'loua that, with aore than S500 mplo7ee1 IUilT of 

whoa are of recent Geraan origin, the poaaibilit7 exiata of tr&DI­

~t--''"''"6 to the ene~~~ Yltal Wol'll&tion concerniq our ailitar, 

equipaent and abo aabotagiq iaportant war equitaent. 

In Tiew of the duger inherent in thh aituation, I propoae 

if you appron, to begin the innatigation ~diatelJ. 'l'b.h will 

not interfere with the coapanJ'• production aince no change will 

be ~~~&de in the exilting lioenae for the tiae beiq. It will alao 

be neceuary to exaaine George Murnane, the truatee 

owned stock, and nentuallJ it UJ be neceaa&I'J to e:uaine aoae 

aapecta or lolonnet. lolurnane a: COllp&ll7. leu Jfonnet, of the Brl tla 

Supply Council, h a partner of thh fira. 

The propoaed action baa been cleared with State , 'war, la'YJ, 

and Justice, and we ahall oooparate w1 th thea ud ct:H.r i.Jltereatel 

COvernaent agenoin 1D the courae of the lnnatlgati ~n. 

r,~ .Jal·..,l 
I appron the a oTe action. 
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~ec retary Morgent hau 

,•. r. Foley 

The TPR- 300 r eoort s orov ide ext ens ive i nf ormat i on 
v!th regard t o t he proper t y hol dinRs of Br i t i sh nat i ona l s , 
~~ny of whom have f a iled t o r eport t heir do l lar hold i ngs 
to t he Br i tish Government. St oof ord bas informall y i nd i­
catee t o Pehle t hat hi s Government would be very grat eful 
!! t his infor~ation coul d be made avPilPble t o it . 

The Fort i gn Funds Control has med e a s t ucy of 75 ,0'0 
re~ortr t o i nrt i cpt e t he aagni tude of t he ~ro?erty hol d­
!nr s of ur itish net i onal s . Thi s Froup of 75 ,Gn0 r eoorts 
includes 5,658 wi t h citi zenshi o or r es idenc e i n t he United 
t. in,;dorr. . Tbe i r t otal proper t y hold i n~· o a'!lount t o $5511 
rr. il l ion . These re~orts and prooert y hold i nrs a r e P~ fol ­
l ow~ : 

Prooerty Ho ldinrs of t~ tional s 
of t he Un i t ed Vingdom • 

.lcr, i-' e"ce Cit izenshi o ''u!llber of 
Repor ts 

1 t e<l r inrdoa United i'ingdO!Il 2,859 
~.u t r ide t; . K. United tingdom 2, 3lll 

" it rei in~doc Ot her t han U. ll . IJ~5 

Total 

Property 
lloldinr;s 

,~~2 . 5119 , 809 
165. 975. 939 
5"' , 61<'0, 309 

S554 , 206; 107 

• l' ohould be not ed that t hi s comoi l nt i on i s t~k en f rom 
only 75 ,000 r epor ts . 

l r t hese oro;>er t y hol d i nrs of t 55h :ti ll i on , f ully 
i!lion is i n t he for~ of de~or its and Sl 20 ~ il l i on 
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II' in the form of securiti ee . Ailong t he la.rn • de.,oe i ­
tors r r r- t he f ollowin!< l ndlvldup h: 

c. E. E'!lbl r icos 
Zs nni o L. Cambanis 
~ l ~Pnor L. Pa tenotre 
Lou Ir-e G. E:nr::et 

Amount of Deooeit 

't 466 ,000 
697. 000 
12l,()fl0 
494,000 

.. ll!ong t he l~rge secarity holder s nr e t he follo"i ng i ntll­
vtC:ut ls: 

T. Jackcon 
f r, nces A. Pont P-t ovska 
!.. l PI'nor L. P~> tf'notre 
r.lll a .: . Crookshank 

~~ount of Gecurlty 

"45 , 1}"'"1 
1, 220. 'Y)'l 

2. 534 ,000 
293, ')rl') 

~n tbP bas i s o! our st udy , it woul d Rp..,ePr th~ t the 
t o t ~ l number o! r eports on TFR-300 filed !or Briti sh 
nationn l s wil l ao.., r~xima te 40 ,000, anrt thnt t he total 
oronerty ho ld ing~ r Pnor ted wil l exceed ~2 . 5 billion , It 
should be keot i n mind , o! cour se , t hnt so'!le of t hAse 
funds nr e held by British bpnks i n the UnitPd St r tes with 
t he full knovledge o! t he Hriti Ph Oover n'!l l'nt >nd ! or 
gov~ rn.Pnt~ l nur~oseP. 

Subj ect t o your ap.., rove l a co~..,lete li sting will be 
sa~e of t he holder s of such funds nnd the l nfor~ation 
lnfor~P lly and confidentia lly t rane~ it t Pd tn, r . St o fo rd 
of thr ur~ ti oh E~bassy . 

IJalUal .. l 1. I. r . • Jr . 

LV.B:J VPehle:mgt 1/ 21/42 
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Viii~IIDUV 'fO 'f11B PR£SrDiNT1 

To~ aake4 eo•• ti.. a~o tor an oooaaioaal ..-oraa­

•• oa Clalboma Pall. 

!ttar a prall.alii&J7 period of eallatea .. nice ia 

tu Cout Ouar4 he paiiM naalnt.tlODI ana .... •-l .. ion.a 

u Ellalp on J> .. eaber 11. Oil Deaesber 17 he waa ua1p e4 

to d~t7 oa the o~ttar OEORGB I . CAWTBELL in Borth Atlantic 

patrol eerYloe. The CAM PBELL waa aoat reoentll reportea 

u puttlnc in to Arcentla, Newto~land, on Jan~rr 1~. 

Cout Ouar4 report• u tollowaa 

"Alter a •~ltable perlo4 of ia4ootrlnatlon aa4 ••­

,.rleaoe u a junior o~aaloa•• ottioer, it l• lntena.a 

to haYo ht. tr .. oterrea to bea4quartere tor work in ooDDeetloa 

with publlo relatlona. It 11 probable thet Pall'• traneter 

wil l be aaae aboat 1 Karoh, 1~42." 

Secretarr ot the Tr11aurr . 

HEG/IIah 

/ 

v 
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Jai'U3ry 22, 19l.2. 

ro: '!be Secretary 

l!r. Sullivan 

!'.avinf been detained two houro at the Hearings 
l:•fore the Senate Finance Coml1li t tee, I a.m unable to give 
you at t:ds time ae detailed a mernorandWil in relation to 
:nndatory joint ,...turns as I would like to pru~nt for 
ycu:" ccnsiderntion. The one way in which I believe the 
~~.tuation tAt chen~ed since we discussed tltia ... tter last 
sprir.g is in the degree or increased burden upon the less 
affluent mte. This has been occasioned by the sharp 
incruscs in surtax rates which we will have to reco=end 
t o the Congress in the next revenue bill . 

Llay I give you one example: 

A man earning $10,000 a year under the present 
lmr and with the !)roposed increases in surtax rates will 
pay a tax of $2, OOS . Under candatory joint returns 1f his 
wife has an incoce of ~100,000, he rlll be obll.ged to pay 
out of his $10,000 inco~~e, :md exclus1Te of his state 
incoce tax, about $6, 500. 

I am confident that if 1 t nre not. !or lack o! 
ti:ne I could present. you >dth other illustrations. It 
does seem, however, that a tax of 6S percent on the income 
of a per son earning $10,000 is very hil'h even iC he ha ppens 
to be on eood terms >d th his >dfe . If he ie not on a 
reoclar salary but engaged in a business involving some 
risk, I should expect that he should be sorely te,.;pted to 
>dthd!'aw froo that enterprise. 
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JAN t. t. 1942 

7o t he Moving Picture Exhi bitor A~~resee~ 

!lear Sir: 

Very ~oon you wil l be orrere~ a new Donal~ 
Duo~ n1oture ln techn1oolor ent1 tle~ "The t;ew Soirlt • 
which 1a ver y enterta1n1n~; . It wu aa~e eepeoially 
for t he United StateF Treaeury b, '•al t Dhney A& A 

contribution t o t he nt tlon' r war e ' rort . It cnrri~F 
•· o>~ trlotlc c e•se. e to ever> ·.cericlln, ehowl ll8 throu&h 
tt.e oedl uc or Donal~ :lucY. how etch oitlten c r. n do hi r 
or her blt by pa y i ne hi e i ncoae tax .ro~otl~ . 

Thl~ picture wi l l hnv~ wi~eepread pub~ ic1 ty, 

nnd I be ' ieve your nntronR wil l be loo~int ror l t 
ear erly. It vill be orr ered to you rree &n~ I ho~e 

t h• t you wi ll el~ot t o ehow i t. 

Since ite grente r t erfectivener ~ will be 
bet~<een now &nd !·:& · oh 16, I further hooe t hAt you will 
,how lt AP eoon oe you con ~et lt, and t hen r end lt 
· lone~ •·lthout ClelFy eo t ha t t he nevt exh i bHor :Jay 
• ho•< it ,>romotly. 

I •hal l &.:prec lllte very c uch your coopera-
t1on. 

Sincerely your• , 

(Signed) Honr~ ~or&ooeh3u, Jr , 

Regraded Unclassified



/ 

·' 

January 22, 1942 

Dear F. lcanor: 

Thanks for the su~geation. I haYe 
suggested t o the Pres1dent several 
times that we call them War Savings 
Ronda, but the President haa told ce 
to lean the nSJ:le alone aa he feela 
that the progr~ is going along ao 
well be does not want to malce any 
change in the nage at this time. 

Aftectionately, 

t Signed ) i.!OIU"1 

Urs. Franklin D. Roosevelt, 

The White Rouse • 

• 

Regraded Unclassified
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