
OFFICE OF CIYILIU DEFENSE 
lnlllliU, I . C. 
J....aq 20, 194.2. 

ICr dear Mr. llecre~aq1 

a baa .... ~·"4 \o- ~ba~ 

cbeD&'e4 fro• llllfe .... loll4o "' rreociDa 

lolldo. I ci.,.. tbi o \o 7011 •• • que • ­

Uou of ot111U.l.atioa,1 

'fof7 o1ucorel7 70uro, 

~~ 
Mro • J'rultlla D. Jloo oonlt 
Aaolot..,\ Dlroo\or 

!bo &>uoraltl o Bollf7 Morputba, Jr. 
lleoro\aq of tlMo froUUf7 
lfuh1Dctou, D. C, 
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Jan. 8 

9 
10 

11 

12 

1} 

1~ 

15 

16 

17 

18 

19 

20 

21 

Unrlll&d Or~ers r or Savings Bonds ~t 
Federal Reaervo Bnnke a nd the Poet Ot~lce Den~rtmen~ 

January S to date 
(In t houftands of n ieces) 

unr111ed !lev orders Bonde un_r11led ~toclt of 
orders at reoe1ved manufactured orders at •a• type 

openU\g of today today clos e or bonds 
business business on band 

1, 597 ~6o ~6o 1, 597 5ll 

1,597 649 500 1 ,471 2)6 

1 , ~71 155 525 1,101 2)6 

1,101 None-no mail 560 ~1 2)6 

~1 1159 595 805 2}6 

805 423 630 5911 2)6 

598 622 670 550 2)6 

550 66o 750 ~55 2}1 

~55 773 775 ~26 204 

~26 672 800 2911 204 

2911 None-no mail None- closed 2911 204 

2911 20~ soo !/ 202 204 

202 204 800 !/ 116 1114 

116 411 800 y 59 179 

IBM 
del1ver1ee 
this day 

4:;o 

~~-() 

57:i 
600 

625 

6~0 

-~, 
o~, 

1 , ()1"() 

7~0 

l ,o~o 

soo 
·~., -... 

! ,(1"0 

;75 

tne becretary or tne ·•reo.sury , O?l'Tce or 
Divis ion of Research nnd Sta tistics. Januery 22 , 19~2 

!/ or t h i s amount , 500,000 n ieces were p laced ln inventory 1n Washi ngton vaults. y Ot this amount , }67,000 pieces were nlaced in inventory in Washington vaults . 
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UIII!IID ~:iS SUIIOS IIOIIDS 

Oo~~p&raU ... StahaoGt ot Saloo DnriD& 
Flrot KichtooG BualGooo Daro or J~T 1942 &Gd Doooabor &Gd BoYoabor 1941 

(Bo• •bor L-24, O.coabor L-20, J......ar7 1-:!1) 
On Iaale ot I ooue Prloo 

(J.aouato la tl>auoaado or 4ollaro) 

1&1 .. .l.aouat or Incre&at 
I 

Poro•tace \t Ia.....uo 

1\oa 

Sor1oo I - Poot ott1ooo 
S.r1oo I - laaka 

Ser1oo I - !otal 
Sor1eo l - laako 
Sor1oo G - laako 

! otal 

J......,. 
1942 

.ll2.7o4 
}21,031 

4~,735 
,178 

19],11l7 

f6ll5 ,zlQ 

Doooa'ber Io•••b•r 
J_,. 

1941 1941 OTtr 
Dooea'ber 

• 511.2111 
1o6 ,li87 

• J1 ,()56 
56.'5111 

• 58,112o 
220.,~ 

16o,77o 87.599 278,965 
16,2911 14,6oo 31,11110 
92,]()() 111.0011 10~.517 

~~.~ $111'5,2011 $1116,162 

Deooll'ber I ,]......,. I Doo•'ber 
OT!I" onr o ... r 

lo!'!!b•r I DtctHtr lo!'!!}er 

• 23, 228 107-~ 711 •• 
1!9.91111 207.1 U.3 

7J,171 173.5 s:M 
1,698 195.6 11,6 
9.292 1111.3 11. 2 

• 114,1!!2 1'2.~ ~ 

otfloe or tho S.crotar7 of tho he&OU1'7, DlYloloG or lluoarcl> aad StaUoUco. Jan&rT 22, 19li2. 

Source: .U1 Ucureo are 4opoolh vlth tho !reaouror of tho l1a1to4 Stat .. oa aooouat or proooo4o 

of oaloo of l1a1\o4 Stat.. oa..UCO be ado. 
l oh : l1pr .. hen bon raua4o4 to uareot tl>ouoaad aad vlll GO\ aoo81o&r11T 1044 to totalo. 
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tllrH'ml - ai.TDI08 JJOJIIl8 

Dail.T laleo - l01&'ea%7, 1.9ll2 
0. llulo •~ x .... Prloo 

( Ia ~ of ullaro) 

Pon Oftt .. :lull :loU lalee .IJ.l. ..... We• .... -..&lal•• 
hrl••. a.rs..• hrl••., ~en ... toW hrl••. ~en ... hriHI •w 

~~ 1,U 
1,~ 1,~ 1 • ~·- • 10,;;2 • • To'-5 • 1,,191 •u.m • • '·"' • IJ,TII 

I ·- 10, '·"' r.m 10,511 ~,,. 1,"' '·"' as.m 

' ~.1157 ,,m 1,271 5,_,, 16,n, 115 1,271 5.1!1» •• 7\1 

z ,.~ 16,$ ,,. 1l,7M ~'·"' )i,IMII 3 •• 'l·- === ,,711 To 1,= .TTl 15,n1 "'"' 1,= .m 
1 '·1'11 11, 1 3. l.I,I:J2 ~3.190 n.:z 3. l.I,I:JI i:E I 1·~ 11,157 ,,Ill u,ru 37,,., 21, 3,111 11,~ 

' 12,, 1,191 ~. U,~ 11,115 1,191 ~. 

10 ~:,. 16,/l:Jl 1,1151 '·'" M, 20,~ 1,1151 ,,, •• 6U 

11 10,117 37.~ 3.130 "·~ "·"' ~1.= 3.130 "·= "·'" ~ To90C 15,059 2,507 U, 15.510 zz, l,,aT u, 
~·-~.106 1,,,, 3o10l. 1~.153 31.933 M,611!J 3.101 "·., ·m 

~i '·~ 16,597 l,ft3 ~·II) ~,123 2:J,Ml l,ft3 ~·., 
,., 

~,721 26,23, ~.319 .or• ,637 :J1,96o ~.31, oiTI ,.,,. 
17 ,I:JO '·"' m 3,001 10,100 U,T'3 m ),001 Q,5)0 

1' 
61,,. .. 

11 

toW ., ... MA ltaUnt ... I 

......... .U1 flpreo - U,Oelh wt~ \1M '-">' Ill \1M 11al\ ... lw\oo • _, of ......... .t 
oalao .t 11alW 1\a\ .. •..uc- MM8, ..... ft..,... ~ ).- • I hf '" -·· ~ all& will .. , -.nl.T .... '" ww •. 
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TO 

TREASURY DEPARTMENT 

INTER OI"JFFC& COio4MUNICATION 

Secretary Morgenthau 

D. H. Morrie, Jr. 

262 

o•nJanuary 22, 1942 

Subject : Twelve Night Letters sent Wednesday, January 21st , 
at your request . 

GROUP A 

In the body of the sa.ple telegraa the a.ount 
left blank was filled in as indicated opposite the na.ee 
listed below. 

Chicago, Indianapolis & Louisville R.R. 
Chicago 

Chicago & Northwestern R. R. Oo . 
Chicago 

International Harvester Co. 
Chicago 

Harn1schfeger Corp. 
Milwaukee, Wisconsin 

Telegraa sent to Group A: 

$ 1 ,800. 

15,000. 

270,000. 

14,500. 

Secretary Morgenthau asks as to convey his appre­
ciation fo r your becoaing qualified issuing agent for 
Series E bonds and is glad to hear you have already requisi-
tioned$ face value of bonds. It would be appre-
ciated if you would send a report to the undersigned stating 
bow the plan is working out and giving any comments or sugges­
tions which you aay have in regard thereto. 

(signed) Dave H. Morris, Jr. 
Assistant to the Secretary of the 
Treasury 
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OROUP B 

Chicago & last Illinoi s R. R. 
Chicago 

Chicago Great Western R. R. Co. 
Chicago 

Swift & Co . 
Chicago 

Milwaukee Journal 
Milwaukee , Wisconsin 

To• Huston Peanut Co. 
Coluabua, Georgia 

Michael Bros., Inc. 
Athena, Georgia 

Cain-Sloan Co . 
Nashville, Tennessee 

Telegraa sent to Group B: 

Secretary lorgenthau asks ae to convey his 
appreciation for your becoaing qualified issuing agent 
for Series I bonds. He notes that so far you have requi ­
sitioned no bonds and wonders whether this is due to 
coaplications or aerely the lack of sufficient tiae for 
individual accuaruUationa to require the issuance of any 
bonds. It would be appreciated if you would send a re­
port to the undersigned covering this question and also 
giving any co .. ents or suggestions you aay have on the 
plan. 

( s igned) Dave B. Iorrie, Jr . 
Assi stant to the Secretary of the Treasury 
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GROUP 0 

Louie Piaitl Drygooda Oo. 
Birainghaa, 1l&baaa 

Telegraa aent to Group 0: 

264 

Secretary Morganthau -aaka ae to convey hie 
appreciation for your becoaing qualified iaauing agent 
tor Series I bonds. Be notes that you requisitioned 
$8,500 face value of bonds but through a aiaunderat&Dding 
the bonds could not be delivered because appropriate 
check vas not received by Federal Reaerve Bank. Be bopea 
tbia baa been straightened out and that plan is now 
operating satisfactorily . It would be appreciated if 
you would send a report to the undersigned covering your 
situation and also giving any couents or suggestions 
you aay have on the plan. 

. (signed) Dave H. Morrie, Jr. 
1aaiatant to the Secretary of the 
1'reaeury 

Oopiea to: Messrs. D. Y. Bell 
Graves 
Sloan 
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J anuary 112, l~ll 

After an abaanca ot a taw daya troa Waebl ng­
ton, I t l nd your letter or January 12 ... ltlna ~· · 

Mot oaly beoauee ot your pereonal lnte~et, 
but beoe~~ae of the 0ood work of t he otflcere of 
yo~ company, t he dellYerlee h&Ye bean qulta 
eatlefactory, and on tb~a daJ• reoent17 70~ 
dellYar lee h&Ye been one allllon per day. 

~e bll• a been able, thereto~, t o aco~late 
1011e a took be~, and •l th your ae1uranoe that tbe 
rate ot dellYer lee you are now aalntalnlna wlll be 
oontlnued, I aa content to le•• • the eltlllltlon ae 
lt 11 at preeent, w1th the underetandlna \hat lf 
the c! eiDilnd lncrMiel etlll fllrtber you wlll 'be 
able to meet euoh requlre11ente. 

~ltb elnoere &ppreolatlon ot rour t borough­
~olna and effec tlYe cooperation, 

Very truly youre, 

Ill~·• > •• ••• l .. t~ • • I•· 
Secretary ot tbe Tr .. •urJ 

Mr. Th01111 J . ~ateon , Preeldent 
I nternational Bueln••• ~achln•• Corporation 
6QO lladlaon •\Yenue 
!lew Yor k, li" York 

/ 
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n...,..,~ ~~: or 
nu: ,..r:llltD""T 

I~I!Rrf.ATIO.!'IAL I'JtJ81:fl!., M-.M:n«1Jot~8 COIC.PORATIO.!'f 

300 l!U..DifiO:of AVCHUIS 
rcew Y O HK 

JM\18.%')' 121 1942 

Tho Bonornble Eenr:r HorgenUau, Jr. 
Secreta.r)' of tho TreaeU17 
llaeh1llgton, D. c . 

Dear Mr. Secretary: 

2GF 

I have put off vrittng to 'J'OU untU I could give 'J'OU 

eCll'lething more def1n1 te 1n regard to our production of bond 
aoaemblios, and I am pleased to advieo 'J'OU that I have Juet been 
Wonned by H.r. Kirk, our Vice Preaidont in Charge of llenufacturing, 
that lie arc shippinS 650, 000 of thoeo aeeembl1eo today. B1 Thurs­
day lie llill be up to 750,000 . 

lie hove ordered all auppl1oe nnd equipment neceeeer,y to 
bring ue up to a million per dAy by Jnnunr,y 25th. lie hove e.eked 
the manufacturers of equipment to work 7 days a veek, 24 hour& a 
day 1n order to 1ruJure pi'OI!Ipt dol1veriea, end we are manufacturing 
a eroat deal of the material in our ovn factory on this ll8l::l! tl!ne 
echodule. Hr. Kirll: states that all of tho people ~.andlinS this 
Job ha-.o assured h1m that tho7 vill not fall down on the doliver-J 
roquireaonta . Ee ie 1n daU,. contact with the Bureeu of PrintinS 
and li:ngraTing for confin:mtton or each day's schedule. 

I want JOU to knOll that ve realhe tho l..cportanco or 
th1e taek, and 1f' you find that tho da:le.n4 is soinS to exceed one 
million par day, we vUl take stope to 1:140t an1 nev requireaents 
ae soon e.e ve hear froa your Dopartnsnt. lie au appreciate the 
opportunit7 to cooperate with 'J'OU 1n this J.aportant vorl:. 

Thanking you for giving your personal attention to call ­
inS l'IO in resard to the matter, nnd vith boat wishes, I remain 

TJII :B 
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TREASURY DEPARTMENT 267 
INTE R OFFICE COMMUN ICATION 

oAn J anuary 22,1942 

TO Secretary Mor gen thau 

fROM Mr. 1\'hite 

Subject: Exports to Russi a, China, Burma, Hong Kong, Janan, 
:'renc'l and o the r b locked oountr\es, as report ed to 
the Treasu ry Departo"en t during thr week ending 
J a nua ry 10 , 1?42. 

1. !:x'lor : 11 to Russi a 

Experts to Rus sia t.s reportl':i to the Treasury dt.:ring the 
ue~ e.1dl.ng J a nua ry 10, 1942 smounted to ove r l!S , OOO,OOO, as 
co::pared with approximat ely s4, 000 , 000 d•tr i ng the p revious 
wtek . Tnis is the h16hest figure for any single week since 
"- r icu' s c:1 t r a r.ce i nto tbe war . The pri .oipal item was 
:wtor trucks Md cl1~tssi s. (See Appendi x C.) 

2. !:x!)Orts to China., Surma and Hong Kong 

~xports to Pree China amounted to only $91,000 , (See 
/IJ'" "nd1 x D. ) Expor ts to Burma, hov:ever , amounted t o over 
$1, 000, 000 . (See Ap:;-cndix E. ) 

'lo expor:e to Occupied China or Hong Kong were reported 
d~ring the •·eek unde r revie ,. . 

) . Exports t o J ape:'! 

No oxpo::ots to .;,_pnn were reported during tbe week under 
rev!t ... 

- . ExP?rts t o Fra nce 

:<o exJ'Ot· .;s to France ~<E're reported during t~ week undc :­
revle .. . 

Exoorta to other blocked countries 

Exports to other blocked countries ar~ ~1ven in Appendix A. 
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o. S. s. R. 

1occup1ed France 

Spain 

Srlhorland 

SOliWir OF tnriTBD STA1'1S 
IXJIBSTIC ElRJUS TO SBI&TBD CQJII'DU!S 
AS IIEJ'Oim!D TO 1'IIB !IW.SURI 111PA1m1Eirr 

11\Cil J:XP0Rr ll!CW.UIOIIS RIICBIVID 
Im!DIG 1'IIB PllRIOD DIDICADD lf 

J~ 28, 1941 t. J~ 10, 1942 

(In thouaaJide ot cloll.&re) 

JQl,y 28 
to 

Pte. 27 

? ,002 

6 

2 

Took·~ 
Jen•:z 3 

• 3,99) 

3S 

/;/ 

--
• 

1 

1 

16 

Wook~ 
Jayrr lO 

• 8 ,247 

91 

1,073 

-
--

11 

1 

lSS 

Trouury Dope.rt.ent, D1:f1aion ot llcmetary R .. earcll 

~68 

Total 
1\rw'tie 'TP9rtt 

t88,?9S 

28,1/10 

a,O?s 
6 

2 

J..a:t'T !), 1942. 

l! IIAQJ ot the export cleclarat.iona are roceincl with a lac ot eeftral d~ or 110roo 
Therefore t.b1e coepU.t.ion cto .. DOt eccurat.e:IJ' reproeent. the acW&l alli~t. of 
a pe.rt;icoal.ar -ko ne 1eacor the perlocl cOYerocl, the c1oeor will tlleee fiproe 
c- to Department of c -erce roneecl ~· 

31 Frca Septellber 11, 1941 to clet.e - it ie proe~ that 'a lara• perCC\tage of 
aaterial lletecl hero 1 conaipcl to JN.ru., i e cleet1ned t or Free CbiD&o 

V Includes both occupiecl ancl unoccupiecl France throua;b week •Dclin€ October 4, 194lo 
Occupied ancl Unoccupiecl France eeparatecl tlleroatter o 

JJ I.eos than asoo. 
(. 
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July 28 - Aug. 2 
.\ug. 4 - Aug. 9 
Au,s. 11 - Aug. 16 
Aug. 1S - Au g. 23 
Aug. 25 - Au g. 3C 
Sept. 2 - Sept. 6 
Sept . 8 - Sept. 13 
Sep t . l 5 - Sept. 2C 
Sept. 222- Sept. 27 
Se p t . 29 - Oct. 4 
Cot. 6 - Oct. 11 
Oct. 13 - Oct. 18 
Oct. 20 - Oct. 25 
Cot. 27 - ~ov. 1 
Nov. 3 - Nov. 6 
Nov. 10 - Nov. 15 
Nov. 17 - Nov. 22 
No v. 24 - Nov. 29 
Deo. 1 - Dec. 6 
Dec. S - Dec. 13 
Dec. 15 - Dec . 2C 
Dec. 22 - Dec . 27 
Dec . 29 - Ja~. ; 
Jan. 5 - Ja~. 10 

.... i"'!-"F;~tJI:: :; 

_, ::port a ~r!:a tLe U. s. t:> 0h1np , Bur~, Hon~ l:ontc, J a "Oan and " · s . S . o . 
a e report ed to t he Treasury Dep~tr tment, July 28, 1941 - JN'\•Ja ry 10 , 1"42. 

(Thousands o f Do11aro) !I 

Exports 
Total 

m 
'i'OJttpnne s e 
con trolled 

l)_o rts 
~ 

2, 794-
969 

2. 7'JU. 
1, 27t 
1, 3~ 

736 
697 

3,CJ!I ¥, 
3. 4~ !./ 
1,3Q5 
5 ,1!64 

272 
666 

5, 210 
1,1::!36 
3,009 
1, 701 
3. 359 

652 
3 .0~5 

123 
37 
9~ 

1,350 

6
735 
93 

r~~ 
352 so 
~~ 
399 
4J.S 
104 
156 
473 
120 
61 

656 
12 
36 

tc =:h1r~a 
'l'o Cn1nese 
control led 

!)Orts 
35'5 

309 
2 
1 

204 
2 , 261 2/ 
3, 822 s,· 

110 
1, 225 
5. 312 

5 
269 

4, 772 
1, 672 
2,851 
1, 228 
3, 239 

791 
2,337 

111 
1 

§~ 

F.xports 
to 
~1' 

~4 
1,157 

-c: 

46~ 
342 
cs 

1,C21 
1,364 

64 
18 

g 
196 

2 
1,07) 

E:<ports 
to 

Hon~r Kong 
654 
9S3 
235 
?34 
742 
t3~ 
~56 
3S9 
SlC 
297 

1,~4 

1 , ~4 
2g3 
3.03 
6ob 

1, 325 

42, 659 11,796 31,063 b;"962 li";"629 

Expor t s 
t o 

Jnpan 
1, 657 

159 
li-2 

6 

5 

Exports 
to 

U. S. S. R. 
~. 523 

651 , 56 
2 , 735 
1,023 
4, 200 
5. ~~ 
2,;~5 
6, 845 
1,924 
5, 623 
4, 484 
4 , 552 
c: . 677 
3, 51l1 
~ . 436 
3, 609 

1~ . c4c 
4, 580 
1, 629 
3,993 
8, 247 

1. 
2 . 

These figures arc ln part t aken f rom copies of shipping manifests. 
l ,g69 89,143 

3· 

Flgur se t or exports to Free C~1n~ during these ~eeke i nclude e~rorts to Rangoon whi ch are 
pres·Jaec t c be de s tiilcd f or Free Chlr.a. 
It is presumed t~ ~t a large percentage o: e~orte to ~ma are destined f er Free China. 

Treasur y Department, Dlvlslon of ~!onetary Resear ch --- -- Jar.ua!"'.r 15, 1942 . 
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APPJ:NDix_c 

Pr1no1pal Zzports fro• u. s. to U.s.s.R. 
&I reported to the !reaeurr Depart•ent 
durJ:ng the week ending Januer:r 10, 1942. 

( 1'housande of Dollars) 

TOTAL EXPORTS 

Pr1no1pal Iteae: 

llotor truolts and obAuh 
!lll1tar;r tanka and parts 
lien' • boots and ahoes 
Clun parte 
Landplanee, powered 
Barbed wire 
Uaoh1ne and heaT)' ordnanoe gune and oarr1agee 
111111ng· maoh1nee 
Exploe1ve eh elle and proJeot1lee 
Etb11 fiuid (ant1-ltnoolt OO"'J)OUnd) 
Toluene 
Aluminum platee, lheete, bare, etr1pe and rode 
Auto replaoement parte 
Refined copper 
lletall1o oartr1dgee 
Ieo Pentane (ant1-ltncolt oo•pounde) 

8,247 

2,~ 

~7 
~~ 
392 
380 
326 
270 
260 
215 
203 
l8J 
166 
165 
131 

t reuul'7 Depart•ent, D1v1&1on of llonetal'J Reeearoh January 17, 19~ 

( 0 
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APPEIIDIX D 

Principal Exports troa u. 8. t o rree Oh1na 
as reported to the Trea aurr Department 
during the weelt ending Janual'J 10, 19~2. 

(Thouaanda of' Dollare) 

TOTAL EXPORTS TO F!IEE CHINA 

Principal I te .. : 

Lubricating oi ls 
Copper w1re ( i nsulated) 
Alternating current generator• 
Relie f' auppliea - hoapi t al 
Copper wire 
lletallic oonta1nere 
Relie f' euppliea - biolog1oe 
Til•ee and tubee 

'1zeasury Depart.ent, J)hl slon or i onetary Research 

( 0 

t 91 

24 
16 
lJ 

~ 
5 
3 
3 

January 17, 19~2 
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APPENDIX J: 

Prl.ncipal Exports trom U. 8. to Burma 
ae reported t o the Treasury Department 
during the week ending January 10, 1942. 

(Thousand• ot Dollare) 

TOTAL EXPORTS • 1 ,073 

Principal Items: 

Uotor truoke and chasaie 
Wetallic cartridges 
Copper wire ( insulated) 
Lubricating olle 
RaHat supplies - surgical and hospital 
Auto replacement parts 
Re l ief supplies - biolog1oe 

Treasury Department , Division of 1~onetary Rea&Rroh 

315 
255 
150 
109 

7l 
~g 

January 17, 1942 
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TO 

PROM 

TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION 

s~cretary Morgenthau 

Mr. Coe I H 

DATE Janua ry 22, 1911,2 

War -product1on plan in troduoed at Rio by sumner 'll'ellee, 
Waynne Taylor and warren Pierson 

1, An &-poin t war-production plan was reported yesterday pro­
vidins tor: 

(a) ~limination ot trade ba.r r i ere on strategic ~teriala 
during t he "e.r; 

(b) ~llm1nation Of foreign l':tChane,e .>roblems by devising 
a coru~on denominetor t or international currency be­
t.,een anti- Axle countries; 

( o) Join t use of merchant slaps with convoys to be provided 
by the larger powers; 

(d) United States l eadership in construction or war­
produc tion facilities throughout the Hemisphere; 

(e) Elimination of all alien-owned a irlines in the 
i!emisphe re; 

(t) Assurance ot essenti al i~oorts t o t~e various 
American Republica; 

(g) Ex~hange ot skilled Torkl'r& throughout the Hemisphere; 

(h) vpera tion of a Pan-J\Jnerican statistical union, 

2, The second item in t he program has beP-~ vari ousl y interpreted 
i n the press here but no o!tioial text is available. It 
ma~ only be a modification of the Stabilization Resoluti on 
ap~roved by you, but some versions s tate that all gold 
resouroes, not only in the Hemisphere but among t he 
Ur.ited Nat1ona, will be pooled, •hereas th~ Resolu t ion 
you approved was confined t o the Ameri can Repablics , 
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J(!) Rio de J antiro 
This tcl cgrnm mus t be 
pc.rcphrascd before being 
communic~trd to anyon e 
otlur than c Gov ernmental 
a::cncy . ( BR) 

Dated Janua ry 22 , 1942 

Rcc•d , 2 : 44 p . m. 

Secret~r7 of State , 

~!nshington . 

RUSH. 

40, Jan=ry 22, ~ P • a . 

roR SECRETARY UORQEllTllAU Fnot; ;"IRITE . 

t;r . '."!ellts feels thnt in v.i.c1·1 or rectnt 

developments here it would be dcsi ro.blt f or me to 

t'ly do11n to Buenos Aires for o. del:! • Unless 1 

receive a c~ble from you to t he contrary 1 ar~ll 

go ant. return to 1·/a.shington fl1 th the AL!ericcn 

Dtlq;a tion . 

liPD 
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Januaey 22, 1942 

UJ dear Wr. Prealdent: 

I ua !orwardln~ the inclosed cor­

reapondence ! r oa Ur. T. V. Soon.: . Haturallr, 

I lllll diaap,..ointed in the contents. 

uhat do you • ll(U:nt u our nut 

move? 

Sincerely youra , 

The Preaident, 

The Tlb1te Rouae. 

Coplu t o: The Seorc tal')' of S h te 
The Secretary of War 
The Secretary of t he Navy 

2?5 
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TREASURY DEPARTMENT 278 

INTER OFFICE COM MU NICATION 

to Mr. Wh1 ee 

Mr . Fried:nan 

SV''1ect : D1 E;oa t of cable fro m Ambnsssdor Gat>aG da t ed J a nuary 17,1$'42 . 

l. i . .,~r1can Embassy at Chungking reports that on 
th e part ~f the Chi~eAe press and Ch l ~ese ot f1c1ale 
with whom i t is in contact it hes round greater 
re&tra int and ~ore rea aonaolenese then !t had 
expected in thei r ret>c t l o ne to ~tate Jte•lte !lili.de in 
tbe United 5tate3 that emphasis should ~e placed 
pri marily on the European end ot the Axis combi ­
n~tion. Ho~ever, the 1 o:nphasize the vi tal i~,ortance 
of con tlnuin!l to hold Singapore eni ti:e llet!ierlar.~s 
East I~d1es eve n at a gree ter coet. 

2 . Ambessador Gauss fee ls that the Chinese have recov­
e:-ed from the shock co.ucnd by our in1 tial eetbe.eks, 
the most ser1o~>s of wh ich 1n paycholoR1cal effects 
we.a the f a ll of Hong Kong. The Generali eai:no is 
comple t ely commi t ted to t he policy ot resistance 
cr.d should be c.ble succesf!i'Jlly to maintain his 
commar.ding posi tion . 

) . 

~ . 

The aut:Cor1 ty or the Gove rnment might be v·po.ltened 
by inores.s1!1 ~ di tt1cul t1.e s i n the economi c tie ld 
~~d it i s sug~e&ted tha t a political loan might 
be ot assi st&nce t owards ch ecking developments ot 
th is type . 

'ILe Alll ~aesador e >:":lresses 1\b&ol ute cc~·:tctton tha t 
more concentrc ted· and constant!) greater 9ftorts 
should be put for~h toward O?v1ng over the Bur~~ 
l'\oe.d materials supplied hy J1'\cl-Lcaae :'?r CM. na. 
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In r oply r et t r to 
rD 

January 21 , 1942 

fie Secr eta.ry of St.l\te 9reae nta l•1t compliment• 

to t he Honorable tbe Sec,..tar:r ot tho !'reaoury and 

tranuita a pare._'Dhraae of a atrictly coDI'ic!enU al 

telecraa from the American A:::~ .. a:c4or at Chungldng, 

dated Jauuary 17, 1942 r egnrding the aHuaUon in 

Ohina including r efer ence to a poaa1'bl e United Stateo 

cr edit or loan. 

::::..Cloauret 

?roll :O:..b,.,..,., CbUJ!&ldn,t, 
J&DU!ll'y 17. 1942. 

279 
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A etriet!T ..nt.Ual \elecr- ~-- .a-n.. 
.t.~~~ae-..or at ....._..,...,, WM Jea-r 17, 1!1111, na4a 

wlle\eatlallT aa tollawa 

!be Maaq t1al.e oa tile part of tile Oh1aen ,..,,, 

aa4 OIWI111 ottlolala witll ·- it h 1a OOil\eot r-tloll • 
cr .. \er 1a r11Va1at 11114 •re ·r-ullle thall u hot 

IJpiOiM to \he 1\e-h 'b7 ltr, IDoz u4 ltr, Aln111141P 

tllet e ;' •eh abn14 lie placM Fiwarll:r Oil tile bopeu 

aa4 of tile Azle ooa'bluUoa. Ia thole .-.rtwre tile arcaa-t 

tllet tiu. ... _.,'be '-f .. tM u4 the~""·""' of netaiD­

ial the ,...,.,., ott•eln 1a llllrope are liTIIl due rocopdUow 

hi \he Yi\al 1111portaD.ce of oont1nu1al to hold 81.DQP0re u4 

polai 'beial 1111111 \hat t.he JII}ICIIII 100\ll.A, tf tho11 areu 

- 1ato t.llalr poeeeeelon, 'be 1a 1\ro1>1 poelUoll to relldwr 

011'17 11114 JI'OV..,tM tile ,... 1a t.he P""ltlo , to attack 

tile lonet '!laloa 1a llllftla. a to ctn nlle~Ual aU. 

ill41reot or Unc\, to their Ge~ a11:r. wlth at~t 

•llarraa-t to t.he 'CIIlitM ""t1ou 1a \he operatlone 1a 

bope. 

!'he .M'baa-..or t11ll that, DOW that t.he:r haTe onrco• 

\he at'be\ellUal alloclt 'llhloh vae oaue4 'b:r our 1D.1 tlal eet­

'bacl<a, tile ••' aarlou of 'llhloh 1a ptJCholocioal It! eo ta 

wae the fell of Konc loJ11, CIWien 110rele hae replaN 

co~~po.re. 
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co.-pooure, A good deal of 11ewopapor couent bao been oo-

ca oloned by the f all of l!an14 and the current Jooparq ot 

Singapore, but the Alllbaooador b&o not toW>d nldence of e. 

detee.t1ot at titu de, 

i'he .bbaooador f eelo that , whllo the 1ntmo1ty ot or 

tho uount ot enthueia om for rooiotance zoa;y at intenalo 

Y&r7, b~t in oe~ti~ of the prooent oitUAtioD, he doeo 

not upoct deTelopaent ot any chance 111 the tum!Noent&l 

upoch of Cb1na 1o attitude, !ho OeDeralho"- 1o c0<2pletol7 -
COILCiittod to the polle_. of r e oiotanco ADd obo~d be able 

111Ccooot~ly to maint&iD hio eo-ndi"'! poo1t1on, l!aturally, 

the Chlneoo feel diaappointmeDt OYer the likelihood tbet 

the war iD the Pacific will be prolonged. At the aame t ime, 

they nner thelen are eontidoDt of detoe.t !or Jape.n at 

the he.Ddo of the United Statea, 

lncreaoing diffieultieo in the oeonoaic field ma7 be 

tho ca~oe of depreciatioD in tho autborit;y of the GoTermDOnt: 

a credit or loan politice.l in cbaroctor e.Dd uoe tl:ereot 

pro:optl;y in ouch manner ao micht be practice.l night be ot 

aooiote.DCe toward checking doY8loPMnh of t hl\t type. li,.Ting 

in aind bot h the aconomic nud tho militt<ry aopecta ot the 

oUuation, the Ambaaaador h aboolutel;y coa.Yincod thet 

more concentrat ed end conota ntly gree.ter of!orto ohould be 

material a 
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Mteri&lo ou!Jplled by lea.ae-lend for Cbi DA. 

of aiiCh IDI>\eri&ls 1a pro.ct1e&bla but to set the Cbineae to 

act it appear• that unremi t ting and conotnnt efforta are 

req.U r ed. 

Copy:ec•l-2&-42 
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HRL Pl iUI\ 

J r nur ry 22, 1942 

Al~ERICJ•N LEGATION, 

E-E:lN , ( Sii'ITZO:: RLAND) • 

185, twEnty-sEc~n~ . 

t o ·soErta1n Pn~ rE~ rt ty tE1•gr·ph whErEPt•uts 

wElt·rt ct T. ¥-PXW£11 ~n~Ers~ n , J~mEe J . Sax0n, 

Th~oA~ Pl'gE N• lP• n , ~;1111 1"m L. !itttrr rl , ~<lttrt E. 

Pri cE , Rt yn<"'l r' e Nor t h r f F"rE1Fn Funt1s C• ntrC' l 

st~ft f~rrotrly ~ttPOhEd t r thE r ff1o£ ~r thE 

Hi gh c~m.111ss1nn£r a t l~tln11P . Al:r v£ rEquEst mpciE 

l:y Stor~tP~Y • f t ht Trtrsury. StrtE o·et rEply . 

SD: \t"Y : '::Kil : FE!l 

I-:.1JlL 
(fv ' ,.) 
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The Secretary of State preaonta bia complimanta to 

tho llonor._ble the Secretary of the !l'rti!.IUZ')' and l.n!orma 

hia that tolegr&a llo . 2S, dot ed JanUU7 22 , from the 

11D1t ed Stetn li1gh Co=iaol.onar to tho Philinpinea, 

l:anlla (J'ort 1!1111) Via ll. R. , 1n reoponoe to the 

Dop.rt:ont of s~~e· G telocrUII llo. 11, dated Jan.....,. 19, 

1942, to tho High Co~ooioner, corrocta the 111~ Co~-

n1aa1onero tel egrez No . 15, Januezy 10 , aa r eceived and 

paraphrAoed to the Treaour7 by oubet1tut1nt $23,9QO value 

ot one dollar certif1catee 1nete~ ot $239 value ao 

or1s1nally receive~. and ~er1!1eG t he total mont1oned in 

the 1!1ch Co""'t .. l.oner 'e tolecr•• l!o . 15 to ba $379, 1S5. 

J:Oo:li!a Atto.ehed 1e a copy ot the 111£h Coc=111ioner1 1 

tele,;rem #15 o! Jenuar7 15, 1942, cor r ected for 
tho above-:entioned changae . 

r.D. 

ah: cow l..Z)-112 

/ 
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FP.O!t: u . s . Righ Commi .. ioner, (l'.N>ila) Fort 1!1111 
via N.R. 

DAr.£: Jnnuary 10 , 19~2. 11 a .m. 

uo. : 15. 

~. following telegr•~ io tor th• Treatury. 

'l'hree . ln 2M i tion. _ _ _ referred to in our 1 o of 

Januory 7, thr•e b~xee Jennlne accepted fro% offic1Plo 

ot the Co~nvetlt~ ~ere cont~in 1na U.S. !rer sury cer ti-

!lcatu in the to td volue of $379,185 o.o follovo: 

CE:\TlFICATES 

1 

2' • 

5'• 

l 0 1 o 

20'• 
50'• 

1001 o 

500'• 
1000(1) 

tb : C0)11 
l-2}-112 

~ 

23.900 

a.ooo 
37. 215 

92.760 

197.~ 

7. ; 50 

9.200 

2,000 

1 ,000 

SAYRE 
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Ill repl¥ refer to 
11 Slt0. 5J. hose Oro4Ua/5089 ·~ 22, l942 

to the Honorable the Seeret81'7 of the 'l'rtai'IU')' an4 trenami h 

herevU.h a cow of en air J:&l.l d .. pe.toh, no. 1972, dated 

JUJUU7 15, 1942, fro• the .Uer1ean Leption, S... Saln4or, 

reportinc th&t the SalndoreJO Oo ... rmoent h .. a4o:;>te4 the -

286 

11eUU1'11 .. tho tln1te4 Stetee 1n reprcl to 'bueinell ancl f1n....e1al 

trauaeUou ill vbich ltal;r or Ger11111111 or an;r 'blocl!:ocl D#.tional haa 

11111 1ntar11t. 

lnclo.,....l 

Dupateh troa S... Sa1YII4or, 
4atecl Jam>ar;r 15, 1942. 

eh1COP7 
l-~2 
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~ Wft4ona .&pplloatloa ot l'lw•lae OoaU.l 
..._...to~ull~. 

tu loaora)la 

lirl 

tu .. oro'-7 ot It&t. 
laelliqtoa, D. o. 

llal-• h ..U to ~ ~---· • olrnlar te1ecr-ot Dao.Uer 15, 1~1, 10 p.L, r&caftla& \be applioaUoa ot 
trHiiQC OOiltrol uuaree to hnallT aD4 1\alT u4 blooko4 
aaUoDab \lleraot, aDA to 111r ta1ac:r• Jlo, 1.35 of Dao.Uar 17, 
1~1, 3 poL to ~ atteot that all MUGJ'e& I'&C4-DU4 ~ta 
W 'bee &4opt&4 b7 tiM llalnl.oraa GontllMilt, e:a:apt that 
.....,... rapftlae lluiueMe ot &&IIIJ' uUollale wre atUl 
abr oouUeraUoL 

I llOY ban the bour to report \llet the lalft4oru Go .. e ...... , 
Ilea oleo edopt&4 the ._ aaaltll'ee u the thli\&4 Statu ill 
r•...-4 to 'bll.liuu &114 filwlcial truaactlou 111 .-blob 1\alT 
or hra&DT or ~ b1ooke4 D&ticllal baa ~ iDter .. t. lD thie 
CODileotioD, the Nillieter of liD&DO& 4ec1aree \llet the ae&euree 
Ylll olwqe be applied 1D ac:r•••t with thie l:..p.tioD. 

.1. tr..e oopr of 
the e1Cile4 ortc. 
1111 

eb1copr 
1-211-113 

U!PIC!ri!LLT YOOU, 

lo'bert l'raser, 
Aaerieoa Millietar • 
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l'rOIDI P • LaAI 

\li t h reference to '11111 c o:noran4a ot January 13 and 15, 1942, I 

loornod frOIII Hr. Spaulding :rooter~ that ono ot tho rofilloro 1n thia 

corkot rocoiYod inquiriea about tho poaaibUi t)' of aalo of aUYOr for u:-

port to ~. !hi a oetca rather atr allCO ill tho Ut:ht ot a roco11t article 

ldll cll lq)l)Hrod ill the l'Oroig,. Co=erco llookl)- of De caber 27 , 1941, a cop7 

of which h att ached. According to thla article, ailYer coino hold b)' tho 

orucus;,ra.. ~·••un- would be r e-:Unted at a finonou ot • 720 which compar" 

vitA t ho curro11t fineneaa of . 900 for t ho one pooo piece and 50 contooimo 

coi 111 and c. t1no.no01 of . SOO for tho 20 COilt01101o co1na. According to tho 

Handbook of Foreign Currenciea, tho vo1sJ1t of t ho fino oilYer in monotar)' 

uu i.n trrugua)' ao of .1=• 1935, ve.o ottillllltod b)' t he l!ank of tho :aepub11c 

to bo about 122,375 k11ogrezo or 3,934,000 ouncoo. 

!!r. J)ietrich mentioned that )'Oil ha4 opolton to h1lo about tho quoo-

Uo11 ot wheth er an export l1cenoo vu required on oUyer ahip.:enta t o 

~. Ho aloo t old me thnt tho \'reaeur:r ha4 recoi•od a State Dei>c.rtmont 

llh patcn de.tod J)oc~bor 13, dealing v1th t ho quootion ot re-:nillting of 

•11Yor coi111 in~· Apparent!)' vo b&Yo 11ot roco1Yed tbio Jliepatch &Dd 

I ha•• aakod llr. Dietri ch to aond uo a cop)'. 

You m~ nloo bo intorcetod in t ho fact that accor<lill8 to a recent 

Conaulu r eport from Ecuador, an ::xacuti.,. J)ocroo \1&1 publiahod on October 

15, 1941, ¥bich author1••• tho coining of J , bOO,OOO tilYor coilla worth 5 

oucrot each &Dd 1,000, 000 coillo wort.. 2 oucre1 uch. On tha bolio of tho 
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tll't'U •• ,., ., tile ai.U.. .u.- Miu la ...... ** ..... "-
.... td • 710 • ..,nzlaat~ 1,)1,,000 -· ., .u .. -u .... HCil"' 

1a on. to lliat tile - MWo 

raa .a.en- hut o...., 11M I:IHri aoW.C t.n11u la o• •• 
uu wiill ~1r reo•' ~ h• x.aoo • 

.uao\llar U• til la\oree\ la -u- Vi\& t11.a 1t Ula* 

lrYl.ac\U ~~lac lo ll.tlalllc Worb llan ..,..... IQ> • fllt1ee 1a Xu:loo 

aa4 ere ~~PPU•il.T .U..OrS..C \o parollatt .. zi_ a11Ttr 41noil.T traa 

KtziGU proao•r•. 

PL1lll 

Cop71n: 2-5--'12 
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'1'!113 tc 1tgrem =t bc 
~rnpbrr.3td btfort bting 
communicr ttd to anyone 
oth~r thr.n n Govcrnmcntr.1 
r. grncy. ( B!t) 

3tcrtta ry of St~tt , 

\'lc.a hington. 

97, J~~ucry 22, 8 p .n . 

290 

lllldrid 

Dnttd Jnnuory 22, 1942 

Rco ' d 4: 24 a . m., 2~rd 

Rtft r t o your 35, Jr.nu...,ry 13, 7 p .m. 

Dircctor or ForEign Exchr.nGt In~titutc informcd 

nc t <dny thnt within tht next 0 dr.yo he ~i11 s~ptnd 

nll purchr.~cs of Arncricr.n currcncy. 

"IEDD!::LL 

!<LP 
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TREASURY DEPARTMENT 2fJ1 

INTER.OFFICE COMMU NICA TION 

DATI< January 22 , 19'12 

10 

, 00., l .r . Die trich 

Regletered eter ling traneactlona of t he report!~ banke were ao !ollowo: 

Sol d to coomercial conc erna 
Purchased from co~~rctal conc~roa 

O?On market eterli ng hel d at ~ .0}-~. wi th no r oported transactio~•. 

For accoW>t o! Ll:.o Central :Bank of Cl\i oa In Chu~n£. the PeQral Reeeru 
>aa.< o! !lew Yor l: p:>rch&eed £200, 00) froc tht Bank o! :;Jocland at h.0}-1/2. lie 
~ndtret~nd that the eterling wi ll be pai d t o the Bank o! China, London, !or 
account of t he lat ter bank' a Rangoon of fice. 

!:'he Ca.-•dlan dollar Mnd off to & dltcouat ol' 12- 3/16?- by =>id-a.fterDDon, 
but aubae~u.ntly recover ed on the a9pearance ot the Poat Office aa a buyer . 
:he :·!Ml quo tM!on """ 11- 7/ii:<, &.o co=pared wi th 11-}/4~ yeot er day • 

• 'h• :.rgen tlno free peoo moved off slightly to clooe at . 2365. 

In Ue" Yor i<:, closine quotationa for t h!ll f or,. ten currencies llated b,.lo'r. 
-'"~ .; f ollo•ea 

llra:illan l:lllreh {f r ee) 
Colombian peoo 
lo!txlcan peao 
Uruguayan peoo (free} 
Vener~le.n bol1Yar 
C\lbsn yeao 

.0516 
-5775 
. al65 
-5~ 
. 2o75 
Par 

~. ool4 519,950,()0() in ;:old to the Swi c! •:..•loMl Bank, ohlcb wao e.dded 
to lt1 tArc&r£ed. account . Of !.l<l• ,gal-! u&e~ in thh tn.naact1on • ..:10,000,0CX> 
no ;>urch..,ed b:r uo f roa t :1e General Fund, throtl,Jh the liew York Aua;r Office . 

'l'he Federal ReaerYe Benk o! lre w York reoorted tMt t he llaok of Canada 
•nipped .0}0 , 0&•,000 in gol d from C&nacln :o ~'>e J'eclera: !or account of the 
. ovcrnment of <:an&ds. for .,.l e t o the New York Auay Office . 

In London, epot and for....,.d o11Ycr ro•onlned at 2}-1/24 and 23-9/16d 
reeptcthely, e qu1Y&lent to 42. 67¢ .. ~d ';:?. 78; . 

'!'be ':re.aaw-;,r' 1 purchase 

( 
-~11\.ndy and f..Grcan'a settle::ent 
; ;...1{8 • 

price tor f oreign cll~tr wea •tnchan,;ed at 35¢. 
pr ice for tor ei cn ai lTer was al so ~chanc~d at 

•• ca4o no purch&eet of o11Yer t oday. jJ 
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PE~SOIIAL A!:Jl SECRET 

292 

IAmiN IMIA&IT, 

WAIN I aCTON, D.C. 

22nd January, 1942. 

Dear Ur . Secretary , 

I enclose herein for 

your p~rsonal ard secret infonlation a 

copy of the latest re!)Ort received from 

London on the military situation. 

The Honourable 

Henry Morgent hau, Jr., 

Believe n•e, 

Dear !lr . Jecr etary, 

Vary sincarel~ yours , 

(Por the Ambassador). 

t~ted States Tr&oaury, 

Washington , D. c. 
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2. lJ n.ITARX 

Cow No. _ 2.'Y? 
lllrf!SH I lOST S!l:RST 

(u.s . SD:UT) 

MmlA• o.&r troop3 rec.rln in contact. ntt.h t ho one~ 1n t.ie /.GR::!'J 

~. 20th. ltERSI!C Ar ea, no eht.rla•• Cl:lJAS aroa, no inoro4Bd 

1n en<JO)' prooaure, Strona """"" prouuro dur1Ds tile 19tb olq rooc1 UUAR-IOID 

f!Ni , Wre a1tuaUoa 11 eonru.sed. Scall p&rUol &1.10 roporW ucrld.r..e up tbe 

!'.iver tt .. a1.lA.I aou.t.b ot BAro PAJaT. 

m&l• Olz reL'\f'oree:oenta tan r •achlcl D , 80 allta ewth ot 

KJUlJ.!tlN, .ncS 1o the North CltlJx:s.e Foreea bon been ordaHd to take up poaltior.;s. 

'".rc;:ur at:-oqth in UESOD area repGrled 51000. 

I!I!I!JilQ, Gover nor of Stre.its S..ttleoonts reported 20tb tllat All 

., ~.,araphio coanun.lcat.ion with SAJGl/JCAN bas couod. 

~. '!'tie Russic.ne ho.vo &n.nounoed tho co.ptW"o ot IJOZK\ISX a.nd 

., att.ookin& North ot TACA1ROO.) In t.he CRniEA._. t.l\o Oot'll&na m vo a:lde t'urtbcr 

· • ~ua to.u da the lERCH Per'IL'13ul.a. 

) .. .UB Ofb!UU<mi 

~· 20tb/2llt . ~ aircr&tt DIH 1ont. to .~taU :ElmEf; 

- cur are a1NJ..q .. 

&ILl· 19tb/20tll, !:levon !!clliost<lnl d.rop:>od 14 tons or l:.<cha 

or. CJ.TJ.!lll Mf'Odrooo. 20 firel trcza burnJ.ng Urcratt ut-ro aeon, am coo Jurrk&-r 

;J 1\.n! ~llbJ.T otbera were destroyecl•hilat land1J1Q. 

YAtJA. Botr.een 19th ard 20t.h J-ncluaivo, a total or 9) enu.Y a~.: 

..:n!'t a ttaokod. No aerodroooo rrer o hit. other dotalle not yot available. 

~· &d weathor and nator logsod lar.d1n(t s:rounda s.cain r o:l• 

..a1ctod our oporat.iona. 

11611JA, lStb. SI!r.!.PCfJ. CiviliAn air r&l.d cuualtico 4.1 ~· 

All b atico, 19tb. Our aircro>l't bombed ah1:1>ir.;, cee!w.ieol tr"""port anc: 

~ in tbo WAR ore& and tlla oerodrcao a< ltUALl Wtl'lr., Bneo:1 a.l.Nr>J't 

6.t t.&tktd 0'1.1:' tl'oopi near JERStZG &3! bcc:bed :-cadi •cuth or SEX:AJI.A:f dtbcut £eric. .. 

,rrect , 1'lo loot MVao t.1rcra1't, J.nclll<'illl: tllroO ~tell. two ooo.., &1rcr&tt wexo 

du~, one prcM~ de.stra,.ed a."X! one d&DD.~od• 
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subject: 

TREASURY DEPARTMENT 
29-l 

INTER OFFICE COMMUNICATION 

Secretary Uorgenth~u 

Mr. Kamarck 

ror the rnes: 
Treasury data 

lol111tary Intelligence request for 

Mil itary Intelligence would like to receive 
from us t he weekly t1guree on exports to blocked 
are~e wh ich are being c ompi led 1n the Division 
or Monetary Research. They would a lso like t o 
hAve any information and date which we mi~ht have 
on the economlc situation i n Chinn. 

Is i t all right t o rur nlsh thi s material to 
~11 1tary Intelligence? 

(Above reques t made verbally to the Secretary, 
morning , January 22 , 1942. He enproved or the 
request, s t at i ng t hat as a mat ter of principle, 
mAintai ning recipr ocity wAs i moortant. ) 

• 

' 
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January Jl)-22, 19!2 

Coordlutor ot Intormatlon 

THE WAR THIS WEEK 

JanUAry 15-22, 1942 

Current A.'Cis successes reveal nothing more clearly than 
the advantages of coordinated effort and the full CX])loitation 
of the initintive. With Singapore not yet invested, a blow 
has been struck agains~ exposed Burma. With American 
forteS isobted in the Philippines, the new Japanese b:l.ae at 
Davao is being utilized for a drive aoutbward toward Java, 
strategic way-station on the road to Australia. 

Repercussions of these Far Eastern successes are clearly 
c•,jdent in the Meditei11Ulean area where the British offensive 
in Libya h811 boon brought to a halt and where an A.'<is attack 
on British naval forces may soon cause further deterioration 
of the Allied position in that area. The only succosscs for 
the opponents of the A.xis are being won in RUS8in, und there 
present evidence indicates the continuance of an cssentially 
orderly, if difficult, German withdrawal to prepared positions 
in the rear. 

BritiU. Rtlrtol on Singapore 
On the ~lalayan front the British Imperial forces ba,•e been 

rapidly yielding ground and have now retired to points only 
65 miles from Singapore. A leading British military authority 
has pointed out , howe\•cr, that there is a defensible line aome 
60 to 70 miles north of Singapore which would extend from 
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Mersing on the east coast to a point near the h 
River Bekok on the west coas~. rnout ol the 

This line offers cer~ advantages: it is so milcsl . 
only 200 milcs ol coast in the rear to protoct. 

1111
/ng 11'1\h 

lateral highway behind and rivers paralleling it in 1 tt ba3 a 
appeal'!l to be the last delemible line on the mainla ~~t. 11 

topographic point of view. n rom a 

Social and E~namic Condition$ in Singapore 

W~tb the mix~ population and economic ln!ecurity of 
th~ Ulland or Smgapore, a siege might create ext 
scnous problems for the British authorities. Acconl:~ 

1 a 1940 estimate, there are on Singapore Island in round 
numbel'!l, 14,000 Europeam out of a totel po~lation of 
7_51 ,000. Th_e numerieally significant groups in the popula. 
hon are: Chinese (584,000), :Malays (75,000), and Indians 

• (60,000~. Th~re are n~ ~eans of foreseeing how these large 
and rncmlly divel'!le Asw.tio groups will react to the dangers 
and. hardsl.tips to which inhabitants of a beleaguered city are 
~UbJCCted m modern war. The British aro respected chiefty 
msofar as they are protectors of the island. 

From an economic point of view, Singapore is largely 
dependent on the outside world for its supplies. Even 
beforo tho Japanese attack, however, an acute shipping 
shortage. had severely reduced importn. Tho price of rice, 
the su~tstenoo food of the majority of the population, is 
"cry htgh. The loss of foreign markets has paralyaed l!llch 
secondary industries as those making oopra and palm oil, 
~nd th~ re-export trade in pepper. The tin and rubber 
mdustrtes are faced by the loss ol their raw material sounes. 
In short, an attack on Singn pore would find the island in 
the throes or an acute economic criais. 

2 

1 nrarioo of Burma. 
Jsponese and Thai troops have struek into Bunna from a 

pcin~ some 60 miles northeast of Moulmein, following upon 
the bisection of Lower Burma at Tavoy, and the latter is 
apporenUy already being used by the Japanese as an air baso. 
From Moubnein tho railroad leads to Rangoon, reception 
pert and nerve center lor the crucial Bul1liA Road system. 

The invasion of Burma in this area offers no great difficul­
ties, as was pointed out in last week's analysis. At leaat one 
Japanese division could cross by the central route from the 
Thai railway at Pitsanulok through Raheng to the Burmese 
bonier at l\feshod, and thence to the Bunna railroad at 
:lloulmein. The Japanese have been ooncentrating planes at 
the Raheng air base, and several days ago 5,000 troops were 
reported by MID in the Raheng-:\feshod area. 

At least two Jnponese divisions ct~n use the northern route 
from Chiengrai to I<cngtung (in the Shan states) and proceed 
thence straight west 1\01'068 the Slllween into central Burma. 
There are some indications of preparations in this northern 
area ns well. Although the British estimate that there arc I 
only four Japanese divisions in Thailand and Indochina, 
MID believes this figuro to be closer to seven, with three or 
four in Thailand. Henco Japan may already have in 
Thailand the troops necessary for the employment of both 
central and northern invasion routes. 

One observer has pointed out that, of the Allies, only the 
Chinese are in a position which makes it practicably possible 
for them to reach B=a by land, tlw.t the Chinese have been 
prepared for some time to send troops by way of the Burma 
Road, but that unfortunately Chinese troops in Burma are a 
distasteful proepeet both to the BUrtDese and the British. 
Latest press reports indicate that some Chinese troops have 
already entered northern BUrtDa. 
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CltineN ~141M Cuune of 1M War 

The Ohineee themselves have not been happily aftec~ b 
tho references of Secretary Knox and Mr. A. v. Alexander 1 
the predominant importance of the defeat of Bitler r: 
Sun Fo, Chairman of the Legislative Yuan and 1100 ~ ~ 
Y at-Sen, goes so far ~ to suggest th~t, if the Anglo-:!exon 
powers propoeo to remam on tb.e defenstve in tho Pacific China 
might do well just to "sit tight" until Bitler i8 ~~ 

Chinese officials, however, have apparently taken a ~re 
reasonable view, according to a cable from AmbaaJador 
OaWIS, but they do inai8t that Singapore and the Nether. 
lands Indies must be held if the war ia not to be exceesively 
long. In the event they achieve these successes, tbe Japaneae 
might be able to invade Siberia and exert an unfortunate 
effect upon the war in Europe. 

Recovering from the original impact of early Japaneae 
succei!8CII, the morale of the Chinese has now been stabililed, 
Mr. GaWIS continues; Chiang Kai-Shek will undoubl«Uy 
stay in the saddle, and he ia irrevocably committed to driving 
out the Japs. The Chinese are of COW'80 deeply anxious 
about the danger to Rangoon, and roeent editoria.ls in the 
Chinese press have criticized British conduct of the war 
and inadequate Allied preparations. 

TM Japanm Auault on 1M Indies 
The assault on the Netherlands Indies continues unabated, 

with Java, tbe main defense base of the Indiee, M ita ultimate 
objective. The Japanese aim to take Java in a great pincer 
movement. The western prong ia being thrust aouthward 
through the Singapore area, while the ea~~tem prong is based 
on Davao and ia being driven between the Celebes and Borneo 
through tho Straits of MacassM. 

4 

a.-r 
In this laU.er drive the Japanme have already occupied 

Tarakan in Borneo and the Penin"''la of Minab·- in the 
Celebes· Bombing attacks on the Duteh naval hue at 
Amboina in the MoluOCM and on New Guinea and the ialands 
on the routa to AustraliA are apparently aimed to prevent 
theeo points from being used for flanking operations and to 
further poasible future operatioM against Australia. 

TM Raw Molmala o/IM Indies 
The strategic raw materiala of the East lndiee are largely 

concentrated in Java, Sumatra, the west coast of Borneo, and 
the 8IDJill ialands between Sumatra and Borneo. Thia area 
produces the bulk of Eaat. Indian rubber, oil, and bauxite, 
and all of ita tin. Tarakan did not produce a great amount of 
oil, but the oil there liee near the surface and needs little or 
no refining for uae M fuel oil. The south-central Sumatra 
6eld alone produces over half of the oil of the East lndiee, 
and northern Sumatra another million barrels of tbe total 
production of eight million barrels. As long M Singapore 
stands and Japan does not control the key points on Sumatra, 
Java, West Borneo, and th.e smaller islands in this general 
area, nor the naval baae on Amboina, the shipment of 
important raw materials to the United States by way of the 
Pacific could be interrupted at the source only with great 
difficulty. 

TM Bauk o/IM Medmrran.ean? 
Cumulative evidence points to the imminence of an Axia 

blow against the Britiab naval position in the central Medi­
terranean which would deetroy or neutralise the Britiab bold 
on Malta, aesure the poeition of Rommel in western Cyren­
aica, and perhaps even make it poesible for the Axia foroee 
in Africa to take the offensive. 
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Preparations have been in progress for some weeks, v . 
OW! Ocnnan air units have been withdrawn from Ruft8ia : 
eiBcwhcre and have been concentrated in great force · 
southern Italy and Sicily. At least until Janunry 3 guo!:: 
ond Dic;sel oil were being shipped from Germany~ Italy at 
the rate of I ,800 tons a day. Rommel h1111 been very sub­
stnntinlly reinforced; military opinion generally bclievt'll that 
the British cannot now push their offensive further to the 
west; nnd even Britisl, broadcasters are not optimistic about 
the Libytln front. Finally, air attacks on Malta reached , ! 
new high this week with 74 alarms. ~ 

The Importance of Ma/W. 
i\lalta is the center of British strategy in this middle 

;\leditcrrancan area, as the map indicates. Competent 
military opinion discounts tbe present uscfulnel!S of l\Jalta as 
a naval base, but as a land base for fighter planes, and as a 
refueling station for bombers, it bas remained a constant 
mct1acc to the Axis. Experience bas demonstrated that the 
cffootivenel!S of bombing operations is more than tripled when 
bombers are escorted by fighters. The rnn1> shows escorted 
bomber ranges in tho middle M~-ditcrranean area. 

Fr'Om Mnlta, fighter planes can sweep a ll of Sicily and the 
tir> of sou thern Italy (scene of present Cermnn air concentra­
tions), and can reach out to the eastern shores of Tunisia and 
roughly to the littoral of Tripolitania. This is precisely the 
vital area through which the Axis mus~ convoy troops and 
supplies to Rommel's a rmy. 

If Motta Palla 
lf Malta can be captured (or even neutralized by repeated 

heavy bombings) the A.xis would be in n far more favorable 
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s­
posilion to nWl.fo.._ RA>mmel, and the British would have no 
base of any importance in the oentral Mediterranean exoep~ 
Beoghui, which was very heavily damaged by air bombard­
ment prior to ite recent capture. Benghaai is supplied boib 
by sea and by the shore road from the east, which baa been 
completely liberated by the capture of Halfaya. But theee 
supply routes are even now within escorted bomber range 
from Crete (see map) and have recently been subject to 
heavy bomber attack.e. If Malta were in enemy hands, 
Benghasi would be even more exposed to air attack, and the 
position of the British in this area would probably become 
precarioue. 

If we go one etep further and envisage the excll18ion of 
British naval foroee from the oentral Mediterranean, then 
the mobility of the fleet would be vastly reduoed at a time 
when the transfer of unite to and from tbe Far East may be 
necESSarY at any time and on very short notice. 

AU Quiet in tM. lV ut. 
With the stabilization of Rommel's position in Tripolitania 

and Axis preparations for action in the central Mediter­
ranean, interest appeare definitely to have shifted from 
western Europe, at least for the present. Southwestern 
France is ligh~ly held, and on balance, troops are moving out 
of, not into, France. 

Occupied elsewhere, tho Nazis e.re app&rently content for 
the moment to let sleeping dogs lie. The Germans di880-
ciate themselves from recent Paris press attack.e on Vichy, 
according to the Berlin correspondent of the BIUkr Nodl­
rid!Un, and the Nazis will not even he displeased if France 
fails to join the New Europ&-Only the willing are wanted, 
and a state not participating in a German-led Europe would 
sink to a poeition of insignificance anyway. 
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In cbaraeteristie ~118e to N aai diftj • 
morale is reported 88 stiffening in Morocco a:Wt.*· ~ 
where the office,. are repreeented 88 beinc d m the lla\")', 
by the German defeats in RW!8ia 88 Fren: much all"ecf.ed 
have been. The same source believes that larmylabo 0~~ 
at an end. eo rat.on 11 

Nan Retirement Towtlrd the "Winter Lim" 
Tho retirement of the GerDlanll on the ..... f 

t ·u be d ·bed · - ... rn root must S t etten as a Wlthdrawal. There are no vid 
date Of " • " th umber . e ences to a rou., · en of pn.soners ~~•1 '·'--' tb R · · -~•YC"""""'by 

e. ll88lall.8 18 srnall, and the movement is on the whole 
deliberate and apparently toward a "winter lin " aboo 
which even the German press now taJ.ka. e, I 

The Russians have made some p,.,..,.._ · tb ~n. ..... 
d T An:n--' . ...,._ m e "-'UUllOV 

an ........_...., eeetors (where they are attacking Sch!u• 
burg). But the only notable developments this week hav~ 
ocme on. the ~060Cw front, where the Soviets have ent.ered 
the burnmg rume of Mo~aisk, tip.end of the ealient facing 
Mosocw. At the same time they have driven deeper tbe 
wedges both north ~d S?uth. of Mozbaisk, and they claim 
that Germ~ troops m this salient are in peril of early envel­
opment Wlth large, but unspecified, numbers of prisoners 
already taken. 

Gmn4n Di.fficultiea in Ruui<z 
It ~ still too early to assess the impor~ce of the Russian 

oft'enaiVe, but apparently it will beoome a eerious menace to 
the Germans in the Mosoow eeetor only wbell Smolensk is 
threatened. Meanwhile German anxiety is evident in ~ 
~dy '?Dvement of troops from France to the eastern front. 
Since rrud-December seven o.r eigM divisiona are reported to 
have left France for Russia, or to be in the prooees of leaving. 

8 
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And what are believed to be the remnants of three diviaiona 
ba,-e arrived in Fra.noe from the eastern front. Between the 
Loire River and the ~~ ~nly one ~ ~d four 
infantry divisionll remitn, tt 18 aa1d, a &tuation which must 
be regarded as a eerious denudatio11 of this area. 

Jt is reported from Bem that Ribbelltrop has demanded 
that five Hungarian regiments be despatched to the Merlyat 
front but that Hortby, who baa beocme anti-Naai, rigorously 
objcc'ta. Keitel's current visit to Buda-Pest may not be 
unoonnccted with this report. 

The Germans are aJeo ocntinuing to exploit the aUeged 
agreement of Eden and Stalin to turn large parts of Europe 
over to the Bolabevikll. It baa been suggested that when 
the Germans became aware of tbe army's difficulties on the 
eastern front, the Propapnda Minister decided to make 
capital out of adversity. A barrage of lurid descriptions of 
the sufferings of German soldiers in their cruaade to save 
Europe from Bolabevism was the result. The latest variant 
or this campaign is the statement by DieM OUI D~ 
that a victorious Ru!lsia is not only to be rewarded with 
Finland {including the Aaland Islands) but is aleo to be 
allowed to expand across northern Scandinavia, embracing 
the Swcdiab iron deposita and acquiring a window on the 
Atlantic at Narvik. 

Appearance uf TvPina 
Typhus has appeared in the German armies, in Nasi­

controlled areas, and in Russia, although there are no indica­
tions that it has reached critieal proportions. h was 
recently reported from Vichy that the prevalenoe of the dis­
esse among German troope withdrawn to France from the 
eastern front had caused Nasi authorities to cancel aU leaves 
for visits to Germany. Preee reports have ·indicated tbe 
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preeence of ~yphu.s in the ghetto in W 
newspaper reports from Berlin tha~ ~"' b A Sloekbobu 
LithiiAIUa have been closed in an elro a t e chW'cllee in 
~yphus in tha~ country. rt w hal4 Ute spread of 

Oennan experts visiting Madrid Wid S . 
the Na•is in Poland were able 00 Prod Jl8llllsh 0fficiale lhat 
typhus llel'um ro vaccinat<J 4 000 persouce only enough anti. 
P •• f • ns a month Furt•-· 

ress repor.., rom Srockholm noted that tb 0 . ,..,. 
created a special Typhus Institute at C eb ermans hAd 
there was a® too scarce for general ~cow, u~ that'?~ 
holds tha~ none of tbe various typhus · ;Medical OPUUOo 

they~ be produced in adequate quanti~=~:ven wb~ 
effect•veness w those used a~;ft .. typh .d , PBtablem 

.,........ 01 •ever. 

Charo.cl6 of TI/Phu, aa a War-Ti~ Scour~ 
The sPread of typhus might prove a significant f~ . 

l~e Pre;:t ~ar. The principal world center of typhus~ 
a ways . n m E~ope,_ and Russia and Poland have been the 
two maJo~ codeauc foe•, according 00 a special memorandum 
prepared m the Office of the Surgeon General for the Coordi 
naror of Information. • 

The disease is caused by a virus and carried from person to 
~rson bh tho human body louse. It is particularly prevalent 

urmg t e cold months of the year when more clothes are 
worn and people arc crowded inw small quarters in an effort 
00 ~cep wann. Under campaign conditions, when oppor­
tunities for bathing and change of clothing are limited the 
l~use P_ropagates and transmission of this communi~le 
diSCaSC I! made easy. 

_The record of ~hu:' fever as a wartime scourge is for­
::;~~bleN h ~ted m an epidemic form for the duration 
IIi ~ apoleoruc wars, and was one of Russia's greatest 

~f es m the d~eat of the Emperor in the disastrous csmpai&n 
1
812. Durmg the Serbian epidemic of 1915, the moet 
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severe in modem times, the mortality varied between 30 
and 60 percent and at times reached 70 percent. During a 
six-month period there were 150,000 deaths from typhus 
in Serbia alone. Tho Serbian Army was paralyzed, and the 
opposing forces were likewise llel'iously hampered. 

Tht his at tht Rio Corifereme 
In the unanimous agreement by the twenty-one American 

Republics on a resolution w sever relations with the Axis 
powers, American diplomaoy has won a signal vicoory in 
behalf of hemisphere eolidarity. But this victory came only 
after the Axis powers had spared no efforts oo dissuade the 
countries of Latin America £rom aligning themselves more 
closely with the policy of the United SlAtes. ThreatAJ by 
the Axis were generously proffered certain of the South 
American countries, it i.s reported, and Italy, for example, 
warned the Brazilian foreign minister that severance of re­
lations with the Axis would mean war with Japan and conso­
quent disturbances among the Japanese in Brazil. 

Gentler tactics were likewise employed in an effort w per­
suade certain Latin American countries that they would soon 
be needed as intermediaries for the achievement of a com­
promise peace. P~IAin and Darlan are reported to have told 
the Brazilian Ambassador at Vichy that they hoped that 
Brazil would not break ofT relations with the Axi.s, and it is 
said that a similar request may have been made in Lisbon 
by Salazar. 

A variant of thi.s only teo obviously Nui scheme was 
presented oo our Ambassador in Madrid in a memorandum 
approved by Franco and contemplating the establishment of 
a group of neutral states consisting of Spanish-speaking 
countries in the Western Hemisphere plus Spain. This 
traosperent scheme has aleo been advocated by the Chilean 
Ambassador in Madrid as a means of bringing Spain back 
to a position or ''neutrality.'' • t -~ .... , ...,.,_ ........ . . .. 
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TO 

TREASURY DEPARTMENT 

INTER OFl'le& COMMUNICATION 

Secretary Morgenthau 

llr. ltamarclt 

296 

Subject: Battle of the Atlantic (eee attached charte) 

l. Since the preoccupati on or Oel'IDan:r with Rue81a, 
end the increealng particioatlon or the United States in 
the war, losses have been aver&glng around 200,000 tone 
a month. In the preceding elx months period, losses 
uersged more than double th1e figure, or 1150 ,000 tone 
p month. 

2. In spite of the somewhet increesed shipping 
loeeee during December, launchinge were ahead of sinlt-
1nge tor the second conseoutive month. Ae the American 
shipbuildi ng program continues t o expsnd, the surplus 
or launchings over einlt1nge ehould grow larger and 
larger. German hopes of el 1m1neting one of her oppon­
ents, England, by etarvat1on,thue are beginning to 
vanieh inexorabl:r. 
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INTER OFFICE COMMUNICATION 

TO 
Secre tArY Morgenthau 

Mr. Kamarok 

Subject: Battle or the Atlantic (eee attached charts) 

1 . Since the p r eoccupet i on or Germany with Russia, 
end the increasin~ oartic i oation or t he Uni t ed Ststee in 
t he wer, losses hive been averftgin~ around 200 ,000 tonR 
a month. In t he pr eceding aix montha period, losses 
averaged more than double t his figure, or 1150 , 000 tons 
P month. 

2. In s pite or the somewhat inc reased ahipping 
loasea during December, launchings were ahead or sink­
in!':& ror the second consecutive month. A~ t he American 
shi pbuilding program continue s to expand, the surplus 
or l aunchings over sinkings should grow larger and 
l ar ger. German hopes or el iminating one or her oppon­
ents, Engl a nd, by starvation,thus ere beginning to 
va ni eh inexorably. 
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O..Z/265?- 221>: llo. 608 M.I . D., V. D. 11:00 A. H., Jacuaey 22, 1942 

SI'l'UAT!Oll RiPQ!!T 

I. Pocltic T~aater . 

Philippine•: The enem:v 1e incroaa1nc preuve a :Long our 
linoo in Luzon . !lew hos t ile foroeo are boina l acdod in the Linglll'on 
Gulf. Thoro iB no chango in olindacao, wbor o onam;y air activity h 
l1S)1t. JiAIIA11• No further roporh of boatilo nctivity. Mala:ra: 
l:o impOrtant change reported. Ground troop• aro boins au])!;>orted by 
aircra!t i n confUaed fi<;hting on all fronta . ~: A strong 
Japano .. thrUit toward lf.oul.oein reaultod in abarp fi(lbtlng. Thai 
troop• are reported operating wi tb t he Jepanooo. .t.wotrAluia: 
l!oo"Y Japanoae air activity over 1:ev BritAin and :ielf Guinea sugo;esto 
IJ::Unont invaa1on atteopt. w.,t Coatt : l!o fur t her reports of 

onam:v activity. 

II. EoJtarn Theater. 

~: i'igbting continuoa at variouo points along the 
Ruaeian front. There have been no chancoe roportod in the situation 
thia date . (A aituation map will not bo ioauod todAy) • 

.!UJ:: According to 'the Gormc.n HiBh Command, German ple.nea op­
o.re.Ung on the Kerch Strait off the Crimea do.lnn(;ed a large merchant 
ahip, Other planoe ~<ere said to be activo in tho oup)>ort of land 
operation• in this area. 

III. Weatarn Theater. 

~: On tbo nit;bt of tho 2lat, the II. A. P. carried out 
attack• on tbe Ports of 3re.:~~.en and Elldon, on a!rdrocea 1.n Holland, 
and on tho docn of :Boulogne. 

IV. Hldsllp 3astern 'l'be&ter. 

~: Thera is no chango in tho general situation. 
'l'ho :i!ritioh auccessfully brought a largo con•oy into Malta on the 

l9th. 

A!Ll The p r ose reports thAt tho II.A.F. io continuing 

ita air attack on Sicily. 

R£So;'IIICTED 
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rREASU~ DEP~MENT 
llashingt on 

29E 
FOR RZI..EAS£, MORNING NEifSfA?ERS, 
Friday, January 23 , 1942. 

The Secr etary of the Treasury, by this public notice, in­

vites tenders ror $150, 000, 000, or thereabouts , or 91-day Treasury 

bi lls, t o be i ssued on a discount basis under competit ive bidding . 

The bills of t his series will be dated January 261 1942, and will 

u.ature A~ril 29, 1942, when the race amount wil l be payable wi t h­

out interest. They wi ll be issued in bearer form only, and i n 

denominations or $1, 000, $5, 00?, $10 , 000, $1001 000, $500 , 000, and 

Sl,OOO,OOO (maturity value), 

Tenders will be received at Federal Reserve Banks a nd &ran­
ches up to the closing hour, two o ' clock p . m., Eastern 5tandard 
time Monday, January 26, 1942. Tenders wi ll not be received at 
the Treasury Depart~ent, Washingt on . Each tender must be for an 
even multiple o r il,OOO, and the price offered must be expressed 
on the basis or 100, wi th not more than three decimals , e . g . , 
99 . 925. Fractions may not be used. It is urged that tenders be 
made on the pr inted for~s and forwarded in the speci al envelopes 
which will be suppli ed by Federal Reserve Banks or Br anches on 
appl ication therefor, 

Tenders wil l be r ecei ved without deposit from i ncor porated 
banks and trust compani es ~nd from responsible and recognized 
dealers in inves t men t securities . Tenders from others must be 
accompanied by payment of 10 percent or the face amount of Treasury 
bills appl i ed for, unless the tenders are accompanied by an ex­
press guar~nty of payment by an i ncorporated bank or trust company. 

I~edlately after the closing hour, t enders will be opened 
at the Pederal Rese rve Banks and Branches, follow ing which pub­
lic announcement will be made by the Secretary of the Treasury 
of the amount and price range of accepted b id&. Those submitting 
tenders will be advised of the acceptance or rejection thereof. 
The Secretary of the Treasury e~ressly reserves the right to 
accept or reject a ny or all t enders , in whole or 1n part, and his 
action 1n any such respect shall be final. Payment of accepted 
tenders at the prices offer ed must be made or completed at t he 
Federal Reserve Bank 1n cash or other immediately available funds 
on January 2S, 1942. 

The income derived rrom Treasury bills , whether interest or 
gain from the sale or other dispositi on of the b ills, shal l not 
have any exempt ion, as such, and loss from t he sale or other d1a­
poa1t i on or Treasury billa shall not h~ve any special treatment , 
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u such, under Federal tax Acta now or hu .. tter eaaote4. '!'he 
bills shall be eubJeot to eetata, inher itance, citt, or othar 
excise tax81, whether recleral or Btate, blat &hall be eseiiJ)t ti'OII 
all taxation now or hereafter lllpoeecl on the prlnaipal or inter­
eat thereof by &n7 State, or &n7 ot the poeeeeeione of the United 
States, or by •117 looal taxlnc authorUy. tor purpoeee of tu.a­
tion the &80Unt of dlaoount at wbioh !reaeU1'7 billa are originally 
sold by the United Btatee ehall be oonaldered to be intereat. Un­
der Section 42 and 117 (a) (1) of the Internal Revenue Code, ae 
amended by Section 115 of the Revenue Aot ot 1941, the amount ot 
discount at which bille ieeued hereunder are told ahall not be 
considered to accrue until euoh billa eball be aold, redee•ed or 
otherwise disposed ot, and eucb bi lla are excluded fro• conaider~ 
tion as capital aneta . Aooordlngly the owner of 'lreaaury billa 
(other than lite i nsurance ooepaniea~ iaaued hereunder need in­
clude in hie i ncome tax return only the difference between the 
price paid tor auoh billa, whether on original ieaue or on aubee­
quent purchase, and the amount actually received either upon tale 
or redemption at maturity during the taxable year tor which the 
return i e ••de, ae ordinary gain or loa•. 

Treasury Department Circular No. 418, ae aaended, and thia 
notice, preacribe the terme of the Treaeury bi lls and govern the 
condit ions of their iaeue. Coplea of the circular may be obtained 
from any Federal Reserve Bank or Branch. 

' 

0 0 0 

• 
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CoNGRESS OF THE UNITED STATES 

..IOIHT COMWITTa OH MOUCTtON or 
1 c1 rnA&. ~ &XNNOI1"U ... 

There will be a meeting or the Joint Committee in 

Room 31.4 Senate Qff1re Blt11d1nl 1 on ~y, Jan 23,. 

To ..... _ .............................................. ·-····--······ .. ·-···-

·········4······························-····················· ····························-··-;···· 

----
HARRY FLOOD BYRD, 

0Minn4,., 

-
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J.. •••tiD& -· callocl a t 101}0 J... 11., J'ridq, Jazaarr 23, in 
tho Senate rt=o CoJ~~:ittee Bo .. in tho Sell&to Ortieo Blrtld1J>&• 
'.!'Uro vero prooent1 

s.utore: 
li)'J'd 
llclallar 
O.orc• .,. 
Larollatte 

Ooncru•enl 
'l!rea4V&T 

hred of the ~·t: 
llr. Lawton 
Mr. Do44 
Kr. Jl'atteraon 

!rea10U71 
Under Socrotar,r ~11 

General AccO\Uitia& O!!icol 
Mr. ftler 
llr, ~gor 

Senator ll7rd e:rpla1nocl that the .... tiD& had been callocl to 
baer ropr .. ent a tivoo of the Bu....,. of tbo ~ot g1.,.. an o:rplanotion 
of the .,.riouo aconcieo of tho Oonrmoont ongaaocl1n houeia& actin.. 
tioo. lie otatocl that before t hil •• dono he ..... tocl to call the 
Ooaaittoo ' • attention to a coaplaint wbioh he had recoivocl froa J udge 
ll. I . Green of the Pro'b&h Court at Or .. neboro, .Ua'b- aga1not the 
practice of tho r&DI Secur1t7 J.dainhtraticn in p8¥1ng the poll tax .. 
of people 1n that co-..it,-. !ha Co.tttao authorhocl Senator liTJ'd 
t o oontac t Ju4«a Green e.nd inrlta h1a to prooont hio proteot to tho 
Oo=al.tt••· 

!hero t hen follovocl a general outline 'b7 reproo•tat1no of 
tho llureau of tho ~t with r .. pect to the w.r1ouo acencieo of tha 
Oovornaont •-eel in houoing act1Y1ti oo: tho extent to wbioh tl>.ndo 
have 'boon apPropr1a tocl to ouch aconcioo, and the oaount of hout 1D& 
... u Y1 tieo un.dortaken 'b7 thaa. Duria& tho couroa of tho hO&r1D& 
the repreoontathoo of t he llure>Q1 of tho ~at vera aokad to oulllli t 
tor the record axtanoi.,.. info~tion concarnin& the Oove.rnmant l o 
houoing ncU rl Uu nnd tho monq epont thereon. 

'l'hortnlpon the meeting adjournocl at 12100 o lcloclt J:oon. 
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CLEVELAND SPEECH ON TAXES 

Present: Mr. Sullivan 
}o!r, Blough 
Kr. Kuhn 
\!r . Odegard 
Krs. Klotz 

H.V.JR: I went all through this. It is terrible 
that Paul isn't here. Have you got a copy? 

MR. KUHN: Yes, I have one here . 

H . ~I . JR: It is all right down to separate returns 
for husband and wife. I guess you have got my copy, 
Ferdie . 

MR. SULLIVAN : I have it here . 

B.M.JR: All right. On 17, what the President wants -
I will address myself to Roy - i s , "The removal of 
community property alone,• and so forth - the poi nt that 
the President r.ants us to make, and I know they have 
wo r!ced out a scheme, that it is all right to t reat 
husband wife as one as far as thei r income, royalties, 
and so forth - that part which is in the income tax 
blank, you see, but the part where the husband and wife 
earn separately should he treated separately. Now, we 
have got something l ike that in the law, but he wants 
us to spell it out, you see , 

MR. ODEGARD: The earned income? 

B.lol . JR: The earned income. Take this down, Roy. 
He says, "I am not talking about separate earnings of 
husband and wife, but compensation for the work that 
they do, • you see . In other words, the compensation 
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tor the work that t hey do, t hat should be treated - t axed 
separately, but for the income, royalties, so forth and 
so on that they have on their investment, t hat should be 
joint, which is more or less the same position t hat I 
look last year . 

YR. SULLIVAN: Yes, that is the principle you were 
for . 

H.Y. JR: Well, he wants that spelled out. 

KR. SULUVAN: Good. 

H.K.JR: And with that spelled out, it is all right. 
Now, that has to be done , and it must be changed. And 
spell it out. Now, as soon as you are ready on that, let 
me know. 

UR. !CUliN: All right. 

H.Y. JR: Could you 'lll'it e that, Roy? 

WR. BLOUGH: Yea . I will get together with Tarleau 
and we will write that . 

H.M.JR: Well, if you could get it and write it, 
and then show it to SUllivan and the rest of the people 
and 

KR. !!LOUGH: I don ' t think i t wi 11 take 1111ch of a 
change. 

H.K. JR: And then while you are doing that, because 
that is technical, I can be talking to Kuhn about my 
Sunday speech, How is that? Hew does that strike you? 

MR. SULUVAN: I feel vecy much better. That t akes 
care of the situation I outlined to you in that memo 
yesterday. 

H.\! , JR: Yea . Well, it you and Tarleau would write 
it, then consult wi th Sullivan and Paul and then these 
two fellows, and then as soon as you have got a meeting 
of the ldnds - but I have got to have this thing, if 
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possible, by twelve o' clock . 

MR. BLOOGH: That ought to be easy. 

H.U.JR: All right . ,But otherwise, there is nothing 
else. 

l.!R. KURU: I would like to te 11 them to hold up 
their mailings and then I will come right back. 

H.M. JR: Will you stay, Peter, please? 

Are you satisfied on that,John? 
MR. SULLIVA.N: Oh, I am very much pleased, sir. 

Oir. Sullivan and J.!r . Blough left the conference.) 

H.K. JR: Let me read this thing. This will be 111 
last chance . I might have something, you see. I didn't 
like this part at all. I didn't want to say anything 
in front of John Sullivan, but this part about the joint 
returns, he hesita~ed a long time over it. 

(Discussion off the record.) 

H.M.JR: How much is the total Defense Bonds? 

l.!R. KUHN: · It must be way over three billion. It 
wae two billion five at the end of December. 

KR. ODEGARD: It will be nearly a billion this month. 

WR. KUHN: But we have never a.nnounced that it was 
over three billion. Nobody has ever said that . 

l.!R . ODEGARD: No. 

H.M. JR: At the bottom of five , that is new, isn't it? 

MR. KUIDI: No . There is nothing changed in there. 

H.IA. JR: .A.t the top of nine, "in the statute books" 
or "on the statute books"? 
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MR. KUHN: I t could be either . 

H.M. JR: Which is better? 
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MR. ODEGARD: They usually say "on the statute 
books" or "in the stat utes." 

H.M.JR: I prefer "on". It is a little awkward. 
I mean, just for my reading. 

UR. KUHN: Either way. "In the s tatutes." 

H.J.!.JR: Well , it is just this one page. I would 
like it . 

YR. KUHN: "On the statute books." 

H . ~.JR: If you don•t mind . On the West Coast I 
wouldn 't bother with one word . You will have to fix up 
t ile other thing. 

MR. KUHN: But you mean only for your own reading 
copy? 

H.ti.JR: No , I want this changed. 

YR. KUHN: For all of them? 

H.V. JR: Yes . I mean, I wouldn't bother with what 
you have already mailed out. 

LIR. KUl!N: '!'bat will be killed anyway. 

H.Y. JR: Then just chan~e this whole thing. ~ben 
I come to tax exempt securit1es, my guess is that it will 
be a bombshell . I don't think you are going to get it, 
but I think you ought to say it. 

UR. KUHN: Those figures improved it a great deal . 

J,!R. ODEGARD: I should say. 
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B.K. JR: It makes the apeech, Ferdie, 

MR. KUHN: Yea , it is very good . 
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H. J,l, JR: It makes it . It juat pointe it up, doesn ' t 

KR. ODEGARD: Sure, 

H.W.~ It pointe it up. Well, that is the advan­
tage of working together. I mean , we work eo pleasantly 
together. 

VR. KUHN: Some of that eoauni ty property stuff you 
hadn't seen. That is, it was the spelling out that you 
asked Roy to do . 

H.Y.. JR: Yes , he had that yesterday. 

VR. KUHN: Not quite in this way, you see. It was 
rearranged. 

H.M. JR: Well, I am going to skip the separate 
returna for husband and wife . The President didn't read 
this depletion. "Have you got i t in there, that after 
they have written it off they have got to continue to 
write it off?" he said. I said, "Yea, that is the whole 
point . • He said, ~11 the Texas boys holler when they 
read this?" I said, ~ell , they are going to holler when 
they read everythin~.· I said to the President, -when 
I climb out on the end of the limb, I want to make sure 
you haven't got a saw in your hand. " He laaghed. He 
liked that. I said, "It is too much to ask you to climb 
out on the same limb with me, but at least I want to 
know you haven' t got a saw in your hand. " That is 
telliua him, ian•t it? 

MRS. KLOTZ: Very nicely (laughter). 

H. tl.JR: we have four seasons of this every year. 

'llRS. KLOTZ: You have to go through it four times 
& year. 
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H.M. JR: Now I want to read this last part here . You 
say here, "on the statute books." You don't want to 
make it more obvious and say, "as taxp17ers and aa Toters•' 

\ffi. KUHN: That is t'browlng down a red rag to Cong­
ress . 

H.~.JR: A l ittle bit too tough? 

~. ODE~ARD : It ia ~st asking them to write in. 

WR. KUHN: Yore than that, it ia to throw out any 
Congressman who doesn ' t vote tor these things. 

H.M. JR: Too tough. 

~. KUHN : I would say so. 

H.M. JR: What do you mean, national income? Do 
you mean it can't handled too roughly? 

MR. KUHN: I think you have got to guard it . Don•t 
allow anything to exist which miglit interfere with it. 

R.!l .JR: You don't say that. 

KR. KUHN: For this reason, that I am going to tight 
the things which may injure it. 

H.M.JR: Why a paragraph? 

J.(R. KUHN : We can change that. 

Ma. ODEGARD: Don't you think it helps to emphasize 
it, off as a paragraph? 

H .~.JR : Not in this case, no. 

Jffi. ODEGARD: You don't think so? 

H.M. JR: No, I am for more paragraphs, but not in 
this case. I mean, if you want to break the paragraph, 

Regraded Unclassified



308 
- 7 -

I would break it, .. e need nine billion dollars of 
additional revenue .• I would start a new paragraph there, 
but I think that other sentence should bll in the last para­
graph. I always feel diffident when talldng 111 th an 
editor and a professor, but do you agree with me on that? 

KR. ODEGARD: Yea, I do. 

B.M.JR: Ia that all right? 

KR. ODEGARD: Yea. 

H .~ . JR: It ia splendid. 

M]S. KLOTZ: It is very, very good. 

B.M.JR: It is good. She blows. 

}(R, KUHN: That is the end of it? 

B.M.JR: Well, Ferdie, without the help of you and 
Peter, I never would have tried to do three speeches in 
three days. 

MRS. KLOTZ : Who is going to do your reading copy? 

KR. JmBN: The usual --

MRS. KLOTZ: It doesn't get done like this, you 
know. It ends on a sentence. 

MR. IUBN: Oh, I think they know how to do the 
reading copy. Entirely diffe..nt . They were going t o 
send the reading copy over to the President, and I 
said, "No, we want a regular run like that. 

H.M. JR: Now, while we are waiting to hear from 
the boys, let ' s go on to Detroit. · 
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I am very happy to be with you in 

Cleveland this afternoon, beoauae t his great 

oity, f&r from &ny battle line, ia one of 

the places where the outcome of this war and 

the future of this country ia being decided, 

Here in the Cleveland area you have a 

great concentration of the forges and the 

aaaemblr lines which &re Amerioa' a real front 

linea at thia moment. De.y and night your 

industrial wheels &re turning, your hamaers 

. 
pounding, your fires burning, your workers 

toiling, to win the W&r, You in Cleveland &re 

ahowing what our f ree people can do when they 

are aroused, and I take my hat off to you. 
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tn ul all tba othna of our 130 alllion 

,..,1e llan bepn to apeak in the onl;r language 

.._, t,raat1 aDieratand -- the language of tanka 

ul pllua, pu and ahipa, and men with the 

11...,a and conYictlon to carr;r thet meaaage 

all thl war to tolqo and Berlin. 

Wbat baa happened, I wonder, to those who 

... a to 111 that tba pioneer epirit was dead? 

"- pl ... era wbo opened Ohio did not let danger 

er llarh)dp hat thea; t he;r regarded ner;r 

aucer .... challe~~&•· enr;r hardship an 

a4ftntare. You in Cleveland heve not lost that 

aplrlt. It ia alive and strong, here in ;your 

State and in ever;r st~te . 
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of Pearl Barllor 'b7 4141oatlq our11h .. to 

the ll'l&tllt job that ITir oonfroated oor 

ooatrr. WI han alunm that we oan take 

.arehlDc order• 'b7 accepting ana applaudi.ng 

the ar•at tuk tlw Pr .. laent .. t tor ua tha 

31.1 

other da7, tha task of -.king auoh an on1.'11halaing 

nuaber of weapons that thl Na1l1 and the 

Japan••• will be utterlf unable to .atch ua. 

If &Rf further proof of our deterainatlon 

ftl'l needed, let &R1 of our eaealt1 look at thl 

-.pltloent rt~ponae to thl 1&11 of Dtflnll 

Bonde and Stuq11 in the put few w11ka. The 
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tot&l baa DOW p&81e4 three billion 4ollara, and 

the reaponae in J&DU&rJ haa aet new recorda 1a 

everJ 4ireotion. 

llbatenr tnt -:r be ginn to ua, we are 

&Olnc to •-unt it. Whatner har4ehlp •1 

be 1a atore !or ua, we are reaq to tab it 

31.2 

ana gin it bt.olt to our eneal.u a hun4re4!old 

until victorJ ia won. That was the pioneer wa7 

in the old Ohio dqa; that ia the .lllerican wa7 

todaJ. That h the 111.1 we ahall keep faith 

with the pioneers ana with the proal•• of • 

better world which the7 !oraaaw. 

We han onlJ juat begun to fight; we han 

onlJ begun to learn what thla war effort will 

• 
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ian!Te. Ia the uar tlatve, for nuple, • 

eh&ll tao• a uw oh&lleqe of a ldn4 whloh I 

thlllk too fn of ua han pliD!Iecl for or nea 

oouaiclerecl. That ie the oh&llenge of p&Jlng for 

the war. It will co .. tint on llaroh 16th, when 

tut .. n .J.llion .u.ricana will be called upon to 

p&J lncou tax11 for the waging and the 'lflllhing 

of thla war. It will oou' later in the paJIMnt 

of the Tt.atlJ increaaed war taxea which •• 

ehall haTe to t.poae upon ouraelTea in the new 

financial JIU'. I aa confident that we shall 

Met tho11 new require .. nta, and t.DJ requlr ... nta, J 

Regraded Unclassified



- 8-

witMut tlliUilllDc. • taow, aa I ban aaU 

before, tbat it•a a .Illlon t~a cheaper to 

win a war than to loae one. 

!hia h DOt the tt.i for U to dJ.ICUII 

the uw tax procraa. 'fhl Pr11i~ent bae a&ld 

314 

w Dlt han Dine billion dollar• 1D new renDDe. 

lfe han no 110re right to fall ahort of that 

1011 than we would haTe to fall ahort of the 

Prea14ent'a announced goal of aixt7 thouaand 

. plan11 and fort7-tin thouaand tanka 1D 19t2. 

It will produce hardship; of courae it 

will. Since when han the .Perican people been 

daunted b7 hardahlp? It h pe.rt of our Allerican 
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tn41t1oa to faoo the faota, bownr llal'ah the 

faota _, bo. You mcnr, without _, aqlDc ao, 

that wo O&mlllt diTo::ot ~ of ov utlou.l 

iao..- to ... ~ rroduction ~~out •at•looatlng• 

ov oooao., troa ita ouato-.r7 routlDo. You kncnr, 

without ., aaJlng ao, that we oannot apen4 tort, 

billion 4ollara in thla Jl&r 1942 without 

"4iaturbing" ord.inar7 buaineaa and ordlnar7 

liTlng. You know, too, that we cannot tight 

an4 wiD a lite-and-death atruggle, a war that 

enoirolu the whole planet, without a1aeara1ng 

old. habita, old tears, old notiona ot 

bualniii•&I•UIUal. 

3!.5 

/ 
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.. are, howenr, enti Uecl to la7 cl01111 

jut thh one p!'lahe: that whatenr harclahip 

s&f be in atore, we ahall taoe it together; 

that it ahall be cliatributed ta1rl7 and borne 

b7 all in their tair proportion, in accorclance 

/} with thalr ab1l1t7 to carrrit. And that brings 

ae to the chief' aub jeot I should like to cliscu.aa 

thh a!ternoon, 

Thia 1dmlniatrat1on haa tried hard tor 

fl&re, and with a good deal ot auoceas, to 

reaon tax injustices. Such injuatioea are of' 

two ldnde: those which pel'la1.tted aome to escape 

their fair ahare ot tax payments, and those 

316 

which bore down too harahl7 upon certain taxpa;rera. 
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For elpt JUI'I at tlw TrtallU'J I han fought 

ll(lliDit tlw l'l .. iDing Teatigea of unfairn111 

in tha atatute books, and in almost enr1 one 

of those eight 7eara Congress haa closed some 

loophole• and enacted ao.a rem.di&l proTiliona. 

In the Rennue ict of 1937 thare na a 

whole ••riea of reforma which aade it impossible, 

uong other things, for &n70na to uoape 

317 

taxation b7 incorporating hia J&cht or oountr7 

eatate, or b7 creating a peraonal holding eomp&DT• 

fbeae deTices haTe now been outlawed. Since 

then the atruggle to perfect the statute• bas 

gone on without stopping. 
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Jcnr that w are at war, tlw ticbt becOMa 

.ore neceaaarJ than ever. The Preaident baa 

apoken acain and again of tbe need of making 

our taxea not onlJ effective but equitable aa 

well. Olll7 tbe other daJ, in hla Budget •nage, 

b. repeated that •a fair diatribution of the 

war burden is necessarJ for national unit7.• 

'far lmowa no avoidance. As the Pruident 

aaid, "''ben our ene:aiea challenged our countr7 

to atand up and fight tha7 challenged each and 

ever7 one of ua.• !Ter7 ona of ua baa a direct 

atake in the outcoM of thia war, and each of 

ua .ust, therefore, pa7 hls fair share of the 

coat • 

318 
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Yet I .. IOI'l'J to •aJ that the pl'lleat 

tas •truotve 1t1ll falll 1b.ort of tlla require•at1 

of e\ultJ and the LD.i1tent nee4e of a nation 

at war. In 1pite of all our effort• of recent 

r-ar• our tas laWI are 1tlll wabne4 'bJ 

loophole•; it 1• •till po11i'ble for a f .. thousand 

in41Ti4ual• to ••oape their fair •hare of the 

1 'burden ana to pan their •hare onto the ehouldere 

of the r11t .of ua. I aab4 our Treaaur1 tas 

experta tlla otllar UJ to oo!ipuh the total uount 

of re~enue th&t had t o 'be pa1eea onto the shoulder• 

of othor taxpar-r• 'beoauu. of t he n ietence of 

J loopholll in the law. '!he I.DIWir •• alllll1t a 

'billion 4ollare, about one-eignth of the entire 
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reoeiftl troa bo- tax in tM tlao&l 7ur that 

ea4• 1a Jau. How oaa the wv effort. of ov 

people reaoh their peak leTel until auch a 

lituatlon hu been re•died'l Can we be aure of 

&ettiJI& tM •rl- rnpoa .. froa ITII'JOile until 

ITil'JOU f11ll that the tax lawa are u tail' 

11 it 1• hvwanl7 poaaibla to 8&kt thea? 

In war tiM, when we are drafting JOung 

... ~o ticht and riak their liTaa tor their 

oouatJ'1, lll7 apeoial priTiltce tor a tew 

beoo .. , iuxouaable. 

So that fOU _, mow IX&Otl7 whet I hen 

in aind, I ahould like to turn now to tov 
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1peolflo 1sa.ple1 of tax loophole• -- aad I 

oould - a great MDJ .,r, thaD tour --

whloh han been allowed to re•ln on thl 1tatute 

boob at the upen11 of the ajorit7 of our 

!ax-lx!!pt Securltlea 

!he flrat 1• the continued exlatenoe of 

tax-exe.pt aecurltlee. it preaent, &I you know, 

the lntereat from State and .unlolpal bond• le 

ue.pt troa Federal lncoae tax. 'rhle proTieion 

ch .. 10.0 &althT taxpa71ra a refuge, not lroa 
:. 

9 •- lno- tax, but lroa all lncoae taxu. No 

.. tter how .uch aone7 .. 7 be needed for the war, 
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no .. tter how high the tax ratea -., be tor 

othera, a taxpa71r ia not obliged to contribute 

&nJthing in thia hour ot hi a country' a peril, it 

on17 he can attord to lq hie handa upon a 

autticient aaount ot tax-exempt aecuritiea. 

The Federal Gonru.nt laat 71ar took a 

tirat atep toward re .. dying thia situation b7 

atopping the iaauance ot tax-exempt Federal 

aeouritiea. How that we are at war, now that 

the rennue n11da ot the Gonr111111nt han aoared 

be70nd all preTioua conceptiona, it ia high ttae, 
\ 

in ~ oplnion, to tax the inco .. ot State and 

~~unioipal uouriti11 - - not only the !nco• troa 

future iaauea, but alao the income trom those 

iaauea now outstanding. 
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fhe exlatence of thla loophole coat• the 

treaaurJ, at preaent tax ratea, about ,200,000,000 

a J"&r• 

Co..unitz Propertz 

1 aeooad aouroe of tax diacriaination 

exilh i.n tlw nine stat11 h&Tin& what h called 

the co.uni t7 propert)' azatea. In a 

oo..unitr-propertr State the law aeaumee that 

the inco. of the hnlband belong• equall7 to 

the huaband and wife. Yet einoe the huaband 

baa full aanage .. nt and control of the whole 

inoo .. , he ie, in practical effect, in no 
• 

different poaition froa a hueband in a 

non-oo..unltr-propertr State. Both of thea 
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baTt tu .uge-.nt and control of the !no-

an4 1D both oaan tlw llloo.. h dnoted to the 

fa.ll7 purpoaea. 

In a cow.unitJ-propertJ State a husband 

who earu a $10,000 aal&rJ h allond to report 

oD17 $6,000 of thet aal&rf aa hb 1Doo .. and 

hi• wite •1 report the other $6,000 aa here • 

. 
The two of them togetur will p&J a total tax 

of $g65. In the thirtJ-Dine other Statea, 

howeTtr, the husband who earu a $10,000 aalarJ 

aat report thet aal&rJ aa hia hoo• and 1111.1t 

p&J a tax of $1,305 on it. Thua the .arried 

oitiaena of Dine out of fortJ•eight Statea are 
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ablt to tttapt their fair ahart of the load at 

the expt111t of the .uritd oi theu ill the 

reat of the oountr7. 

The existence of thia co..unit7-propert, 

tax priTil•c• coata the Trta1ur7, on the baaia 

ot exiatinc ratea, about $65,000,000 a 7ear. 

Separate Returns for Husband and Wife 

The removal of this communit7-propert7 

privilece alone would not, however, ree.ch a 

325 

atill .ore widespread form ot avoidance, namalf, 

the •thod ot ~tparating taxable illcolU betwetn 

huaband and wife, in auoh a ll&llntr that two 

fu.ilhe having virtuallT the aame eoonoal.o 

poaition pa7 vaatl7 different taxes. Under the 
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pr11tnt law, 1t a hua'bancl baa incOM and bb 

wife haa incoM, eaob p&JI a tax on tbt 

326 

aeparate income. Btcauat thl lnooae-tax ratea art 

progreaaive -- that ia, btoauat the higher the 

inooM tbt greater h tht rate of tax - - a faal~ 

in which both huaband and wife han inoo• paJI 

leas tax, in many inataneea, than a faml~ 

having the same a110unt of income all of which 

ia received either by the huaband or the wife. 

Let ua take the caae of a aarritd taxp&Jir 

in tbt upper bracket• having a $100,000 inoOM 

froa aeourltiea. UDder tbt preaent law ht 

would pay a tax of $62,7,8. But it ht gina 
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half of those securities to his wife, he will 

pay a tax of $20, 926 and his wife will pay a 

t ax of the same amount. This couple, at the 

32? 

coat of a moderate gift tax, has thus secured a 

perpetual reduction of $10, 896 in ita income-ta.x 

l iabi lity under present rates. The loophole could 

be closed and the unfairness to the great mass of 

taxpayers removed by taxing each married couple 

as a unit. The married couple is the economic 

unit , and a realistic tax would treat it as 

such. 

The existence of separate tax returns 

for husband and wif e coat t he Treasury, on the 

basis of present rates, about $285,000,000 
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a ,eu, ill aWtlon to the rnenu thet h loat 

beoauae ot the ooa.unitJ-propertJ tax priYilege. 

Percentage Depletion 

The tiDal loophole whioh I ahall •ntion 

thia afternoon h one agaiDat which the 'l'reaaUI'f 

haa atruggled tor 1•u• without nail. It JOU 

uu a aaohine in JOur buainna and that machine 

can be expected to laet tor ten 7eare, you 

ue perldtted to deduct each 7ear tor ten yeue 

one- tenth ot ~e coat ot that .achine. Becauae 

JOU will probabl7 han to bUT a new aachine at 

the end ot ten ,eua, thia deduotion h a fair 

and reaeonable method of allowing JOU to recover 
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rovz capital. laadl .. a to a&J, rou are not 

peraltted to deduct .ore than the coat of the 

aachlDe. 

But rou •7 ba aurprhed to learn th&t 

th1a h not true of ldn .. and oil well• who•• 

OWDtrl are pel'lll tted onr the 71ar• to deduct 

far aore thaD the amount of 110n17 which the7 

haTe put into the propert7 for the conduct of 

their buainess. The so-called percentage 

depletion proTiaion of the inco111-tax law 

allows thaae col!paniea, not ail!pl7 to deduct a 

percentage of the coat of their wella and ldnea 

each 7'ar until the entire coet hu b"n •d• 

good, but to deduct an arbitrar7 percentage 
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of their boOM 1n4efWtel7. 1n oil COJIP&JIT 

which .aY long ago haYe recoYered tax free 8&07 

tt.ea the coat of the wella which it ia operating 

~ ia atill per.itted a deduction of 27 l/2 per cant .ro-,J 
of the gron bee• froa tho11 Ytr7 aue nlla. 

The allowance of percentage depletion 

coats the Treasury, on the baah of exieting 

ratee, .at least $80,000,000 a 7ear. 

I han pointed out the 1101t glaring 

exa.plea of these loopholee, but there are 

others, all of them unfair to the aany for / 
the adY&ntage of the few, all of them dangerous 

to the unit7 we n11d to win thie war. Perhaps 
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tu .&Mrican public baa b .. n inclined to ahrug 

ita ahouldera at thl defect• in our tax lawa; 

yet they are not small mattera, either morall7 

or materially, nor are they mattera beyond 

t he control of the people thl .. elTea. 

It haa bean difficult until now to 

correct our tax lawa becauae taxparera haTe 

been too few and too indifferent. Until the 

great body of t-erlcan taxpayers becomes 

thoroughly aroused to the in)uaticea which 

haTe bean left on the atatute books year after 

year, we cannot expect to correct the lawa. 

The reudy liea in your handa ae taxpayera. 
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we .._rioan. can be proud ot the unit;r 

that hae b .. n ahown b;r all ~totiona ot our 

people ainc6 Pearl Harbor. But national unity 

ia a precioue thing. It will be aubjected to 

111J11 a train• in the 110nthl and ;reare ot _trial 

ahead. 

For thie reaeon, with your help, I &a 

going to tight tor the apeed;r remoTal or 

an;r deteeta in the tax lawa which may injure 

our national 110rale. We need nine billion 

dollar• in additional rnenue; I ahould ill• 

the Ttry firet billion of that 1110unt to be 

obtained b;r cloeing the remaining loopholee. 

332 
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If tbia ia accompliab.d it will be a contribution 

to the financing of the war, the .orale of our 

people, and the victory of our cause, 

- oOo-
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Colonel 
Smith: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

!!MJr: 

S: 

HMJr: 

S: 

Hl!Jr: 

S: 

HMJr: 

S: 

HMJr: 

January 2}, 19~2 
10: ~7 a.m. 

Good m.orning, Mr. Secr etary. 
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Good morning. Smith, you know your memorandum 
ot January l~th where you ref erred to a certain 
lieut enant •• .. .. 

Yea, air. 

••..•• in the photographi c section . 

Yes, air. 

The Preeident asked - di rected me to ask you 
whe ther it vas your ooinion whether the matte r 
should be dropped or that this case should be 
turned over to some authorities i n the Army. 

No, I think it should be dropped. 

You think i t should be dropped? 

Yes, sir. I had the G-2 people go into the thing 
very carefully; and it's very evi dent that this 
ie a young, inexperienced kid who didn 't have 
enough Judgment to r ealite what might be involved. 

'iell, the President wondered whether it was your 
Judgment ebould it be turned over to G-2 or not. 

\fell, G-2 baa been handling it. 

But it's your opinion it should not. 

I don't think that any disciplinary action should 
be taken, if that'e what you have in mind. 

Well, I don't know. He simply said, "Aek Colonel 
Smith whether we ebould go any further in the 
matter or whether the matter should be dr opped." 

Well, my Judgment would be, alr , that it should 
be Just left up to our own G-2 people. 

Ub hub. But it has been tur ned over to them? 
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JIMJr: 
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JIMJr: 

S: 

JIMJr: 

S: 

RMJr: 

8: 

IIMJr: 

S: 

IIMJr: 

S: 

IIMJr: 

8: 

RMJr: 

S; 

HMJr : 

S: 
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Yee, tbe7 got 1t d1r eot. Ae 
fro. JOur own 1nYeet1cator. 
1n prettJ oloee 11a1eon. 

What'• tbatt 
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a aatter of faot, 
I underetand they're 

The7 COt 1 t dlreot troa JOW" own people before 
I bad beard froa JOU about 1t. 

I eee. 

And they bad gone into H 1n oollaborat1on w1 th 
your aen ••••• 

Right . 

••••• and knew the vbole etor, when I oalled tbaa 
up. 

ObJ. 

So they think that 1t wae Juat a caee of laok of 
exper1enoe and Judgaent. 

Well, then I'a going to dlaaiae it troa my mind. 

Yea, eir. They'•• taken oare or it all right. 

And the reeponeibil1ty ie the Army'a. 

!bat'• right, air. 

Okay. 

Row about laaarck, Mr. 8eoretaryt 

Yea. 

Ran you - I aeked your pereonnel aan to write 
a little note tor your eignature, aeking that 
laaarok'e aerYioee be aade aYailable to you, it 
and when be'• oalled to aotiYe dutJ. I know 
you •nt to keep him. 

Well, I don't- I'• going \o- I aay not do that. 

Well, wbateYer you want; but it you want b1a ••• • • 
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IIMJr: 

8: 

BMJr : 

8: 

BMJr: 

8: 

RMJ.r: 

!1: 

RMJr: 

8: 

IIXJr: 

8: 

BMJr: 

8: 

IDIJr: 
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••••• an4 I know be'e Y&luable oYer there ••••• 

tee. 

•• •• • wbJ that'e a •err ... 11 tb1ni tor ue to 
IIIII tor JOu. 

Well, I'll haYe to oroee tbat bridge, beoeuee 
•• haYI a lot or other oa•••; and I appreciate 
Ulat, bat I '• go inc to take a l1 ttle tiDe - wba t 
I'•• decided here, Colonel, ie thle. Mow tbat 
we're in war, I'• not going to aek tor &nJ 
4eteraente tor &nJbodJ. Rella. 

tee
1 

eir. ' Well, ot oouree, on the other hand, 
JOQ re entitled to run that little Intelligence 
8enioe ot roure tbat be rune. 

Well• ••• • 

It JOU deoide JOU want bla, Mr. 8eoretarr, we 
NO take oare or that . 

Well, 
uow. 
end. 

that ' s very kind; I aay do it. I don't 
I'd like to think that oYer o•er the weak-

All right , dr. Row' 1 JOur Coaet Art1llerJ out­
t1 t ooal.ng &long' 

I ba•en't been around. !be7 aeked tor a couple 
or weeke, and I thought one or theee d&J• I'd get 
bold or JOU and we'd take a little r1de together. 

I th1nk 1t would be n1oe. Were ;rou ta•orabl;r 
1apreeeed bJ the new Colonel' 

tee. 

I \bink rou'll ••..• 

IJ the Colonel, r••· 

I \bink you'll tine a great change. 
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S: 

IDIJI'I 

8: 

HXJr: 

S: 

BM.Jr: 

S: 

IIIIJI': 

8: 

RXJr: 

S: 

RMJr: 

81 

IIIIJr: 

8: 

IIICJJ' I 

- ~-
lid .._, a.noral *' '111'1 'P' lab alHI, I 
... , W UlJt '0 JOII. 

(LaUIM) I tacnr vba' :rou'n 101111 w ~q. I 
tool. taw-..,. 
Ll1HD1 bow tile hell - ho1 1 111 obaJ'p of lUOI'­
oepWI', 1on 1

' ho' 

YOI, 1181 1 ~~ ble lbo' up ~1'1. 

Yoob. Voll, I uu4 lab bllw UDJ plan.. hi ba4, ... , 
Yoo, llr. 

AD4 fto~l' hi ... &UUQ& aJI1 .01'0 pl&DII. 

D14 ho llDowt 

Jo, ho 41411'' ban ~~ f.aleU 14N bllw U11J 
plano• he ba4 an;rwhere. 

Yoe, ell'. 

Yoe, e1r. I'• no' II&J'PI'1114. 

VoU, I •• ebDoltl4, hl~ Be ba4 - an4 ~en 
hi wan'l4 'o bl"1n& .. 1n'o ~· oaap an4 lbow .. 
tlbol'l all of ~· e~t we, an4 I &&14, "Oh, 
_.01' a1D4. 0 

(Laapl) 

Ill' hi ba4 DO 14M. I ba4 J Oill' U Ull •-I'&IIISia 
1D aJ .baD4, 10 I ltD .. ; 'bla' I 41411'' lU h1a IUlow 
tala' I IUlew. 1111' he hl4 DO 141& how UDJ planll 
01' wbii'O he ba4 aJ17 pl&DII. 

Voll, ~e n:r I toel abou' ~~ Whole en-up 11 
~~. Ill'. Blore~:r. 

Yeah. 

It 'hi 11&11 U ~~ 'op ha4 'biiD ~e 'JPI - ba4 
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HMJr : 
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IIMJr : 

S: 
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beeD Oil ~ job, ...., rou DPer wolll.cl ba'le ba4 
~ Mke 'ba 1D1 Ual or1 Uo1u. 

Well, I Uloqla' neD we ~e a Unle r14e w 
111P' ba•e ano~er 11 nle bear'-'o-hear' ~k. 

I 1 4 be ••r'l sJ.a4 t o. 

I 11ke4 r our Colonel, but r our General •• •• • 

Well, I 414n 1 t p1ok b1a out. 

• •• . • r ou oan ba9e b1a. 

I p1oke4 out ~· Colonel; I 414n 1 t p1ok out tba 
General . 

( Laupe) OkaJ. Well, we'll be•e to put our 
bea4e ~gather. 

All r1gb,, elr. 

AJ.l r1gbt. 

Ooo4-b;re, Mr. 8eoretarJ. 

Ooo4-b;re. 
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DETROIT SPEECH TO UAW 

Present : Mrs. Klotz 
Mr. ICuhn 
Ur. Odegard 

339 

J&lluar;y 23 1 1942 
11:10 a.m. 

l.!R. ICUHN: l!r. Secretar;y, on the Detroit speech, 
I haven' t got carbons in the usual way, but I can read 
aloud if you like or if you would like to read this--

H.li.JR: No . 

MR. KUHN: And there are two or three little points 
left out which I am going to put in. 

"It is a good and wholesome experience for any 
official from Washington to come he fe to Detroit to 
meet a great audience of automobile '110 ritera . We in 
Washington are much too accustomed to think that we 
sit at the center of the war effort. For the past 
few weeks Washington has been, in a sense , the capital 
of the world, the scene of war-time planning on a world­
wide scale . The officials and generals and admirals of 
many countries have been working together in Washington, 
planning the military, naval, and economic strategr that 
will ultimately br ing Japan and Gel'lllany and the systems 
they represent crashing to their inevitable downfall . 

•lne most brilliant and faralghted strategy in the 
world will not, however, accomplish its purpose until 
the materials of victory have rolled off the assembly 
linea of the United States. The heart of the war effort 
i a not in Washington but right here in your factories 
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and your workshops. The big push begins here, not in 
Malaya nor in Libya, nor even in kussia, but here in 
Michigan and Ohio and Pennsylvania or wherever there are 
l athes and t ools and t he willing hands of hundreds of 
thousands of Americans to produce the tools of victory. 
You are our greatest army of frontline soldiers in t his 
phase of the war, and I 11111 genuinely proud to be here 
among you today. 

H.V.JR: Change the "frontline soldiers . • 

MR. KUHN: Yes. It isn't essential. 

"This is not the first time th~t I have been privi­
leged to come to the Det roit industrial area" --

H.Y.JR: 
thing around. 
and shops and 

Excuse me, If you can sort of twist this 
You get too much impression of the factories 

l a t hes . I want much more the human action. 

1ffi. ODF.G~qn : The whole rest of it is on the workers . 

H.M. JR: But that is in the beginnin~. Let's get 
ott to the s tart that it is the human act1on, the men 
and the women, and don ' t forget the women in those shops, 
t oo . I have seen them. 

UR. KUHN : "Wherever t here are men and women who 
work the lathes and tools," and so on--

H.).!,JR: That is t he idea. 

MR. KUHN: "This is not the first time that I have 
been privileged to come to the Detroit industrial area. 
Some of you know that I had the honor of attending a 
meeting of shop stewards of t he Fisher Body Plant at 
Pontiac last November." 

H. M. JR: Instead of "honor", say "privilege". 

Wl , ODEGARD: "Pleasure." 
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MR. KUHN: Right. That is what I wanted, Peter. 

"I came back to Washington from that meeting heart­
ened and invigorated as seldom before. In that one 
evening I heard more sou.nd common sense, more realistic 
judgments of our si tuat.l:on, than I had heard in ma.ny 
meetings in Washington or elsewhere . From that day I 
was convinced that American labor was far ahead of all 
of us in its desire to produce armaments to win the war, 
and in its willingness to take the consequences in long 
hours, in dislocation and even in genuine hardship. 

"Two of your members, who ere here in this hall, 
came to see me in my office last month to tell me of the 
shutdown that had come to their plant . And yet when I 
suggested that the answer to our production problem was 
the immediate stoppage of all automobile production 
and the quickest possible change-over to war production, 
I turned to your two fellow members end asked them whether 
they understood the consequences of such a stoppage. They 
answered without a moment ' a hesitati on, ' \~e want i t , we 
can take it, vre are used to it, • and I was very glad to 
hear from Mr. ~ . T. Keller , president of the Chrysler 
Corporation, that he too felt the same way. 

"Labor has every reason to feel as strongly as it 
~oes" --

R.M.JR: Instead of costs - what did you say? 

MR. KUHN: "Viliatever the costs, whatever the conse­
quences . " 

H . ~. JR: I would say "whatever the sacrifices and 
whatever the consequences." O.K. , Peter? 

MR. ODEGARD: Yes . 

J.lR. KUHN: Yes. I am not keen on the word "sacrifice" 

MR. ODEGARD: Ferdie and I are going on a sit-down 
st rike on it. 
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MR. XUHN: We have struck the word wsacrificew 
out of our dictionaey. 

H.M. JR: They are not interested in the cost in the 
sense of dollars. Something rather than the word "cost" . 

MR. [URN: O.K. I just wan led you to get the tone 
of this. 

B.M. JR: I know. It is good so far . 

MR. KUHN: "La~or has every reason to feel as 
8tronfly a8 it does about the winning of this war. For 
this s labor's war, to a ~reater extent than any of 
t he great struggles of human historf• There are at least 
three reasons why I say it is labor s war. 

"In the first pl•ce, as I have said, it is going to 
be won by labor; it can only be won by labor, • --

H.M.JR: Is i t labor' s war, or the laboring man's 
war? 

MR. OPEGARD: Labor ' 8 war. 

l!R. KUHN: "In the first pla oe, u I have said, i t 
i s going to be won by labor; it can only be won by labor, 
for this is a war that can only be won by the production 
of an overwhelming number of weapons of all kinds . Upon 
your skill, your sweat, your capacity to make fUll use 
of all the productive apparatus of American industry, 
the outcome of this war will depend. 

H.M.JR: Just one second . Let me give you a thought . 
I say all the individual bravery and all the daring of 
the individuals , of t he sol diers which make up our armed 
forces cannot be successful unless they get the mass 
production. 

MR. ODEGAf~: Yes . 

H.Y.JR: See what I mean? 

Regraded Unclassified



343 
- 5 -

KR. ODEGARD: Yes, that is good . 

H.M.JR: I mean, you hue your Captain K• l111 
and your Kajor ao-and- sos at this place, but all the 
individual daring and bravery of the thing - you see? 

l!R. ODEiiARD: Yea. 

H.M.JR: Those individual incidents ca.nnot win 
unless they are backed up by the mess production. 
Don't you think that is a good thought? 

KR. ODEGARD: I do. 

MR. KUHN: Yes. 

to 
H.M.JR: You could say - you can refer, if you want 

JdR. KUHN : Kelly, MacArthur, any of them. 

(The Secretary held a telephone conversation with 
Mr. Graves. ) 

liR. KUHN: Shall I go on? 

H.K.JR: If you please . We had the first reason 
why this was 1 abor • s war. 

KR. KUHN: "In the second place, this is a war 
against the enemies of the fre e labor aovement in 
this and in every pther country. Nobody needs to stand 
up before any group of labor 11811 and women in this eount17 
and tell them what Fascism means.• 

H.V. JR: Go back, say it again. 

YR. !ClTHN: This is the second reason why it is 
labor • s war. 

"In the second place, this is· a war against the 
enemies of the free labor movement in this and in every 
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other oountcy. Nobody neadi to a tand up before any group 
ot labor aen and WOlDen in this country and tell thea what 
Fascism means . When Mussolini first came to power i n 
Italy" --

H.M. JR: Should we say what Fascism means here or 
abroad 'I 

YR. Or EGARD: No, I would say just what Fascim 
means, because it is generic. 

H.V.JR: All right. 

YR. [IJJ!li : '1/hen Jlussolini first came to power in 
Italy, twenty years ago, when others praised him for making 
the trains run on time, organized labor in America took 
ita stand against him as an ene~ and has never deviated 
from that stand. 

"Labor has never been dazzled by the mili tary accom­
plishments of the dictators and their strutting armies. 
Labor has never made t he mistake of imagining t hat theirs 
was in any sense a new order, or that their hateful systems 
could supply us with any guideposts to our future . Now, 
at last, the battle baa been joined . As Hitler said 
quite truthfully, ' Two worlds are in conflict, one of them 
must break asunder. • 

"P.ut there is a third and still more coapelling 
reason why l abor has an immeasurable s take in this war. 
Labor in this country and elsewhere looks to a better 
world, a freer and a more secure future. Everything that 
labor has striven to attain for a hundred years would be 
swept away forever if the dictators were to win. Every­
thing that labor seeks, for ita children and its children' s 
chil dren, is bound up wi t h the suooess of' the free countr ies 
in the present struggle. As a matter of fact , the aims 
of the t wenty-six nations which signed the solemn agree­
ment in Washington t he ot her day are the aims of American 
labor, These alma can be stated i n a few words : that 
we may build a better world, a world in which the four 
freedoms -- freedom of speech, freedom of worship, free -
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dom from want, and freedom from fear - - may spread acrose 
the entire earth. 

"I think I can describe those aims in a very few 
words by telling you about a great picture in the Grand 
Central Station in New York. " 

This is mine . You can't pin it on Peter. 

"It is a unique picture in tha t it happens to be the 
biggest photo-mural in the world. We of the Treasury put 
it- there to help the sale of defe.nae bonds and stamps, and 
we took good care that everybody should see it, for we 
made it so big that it covers an entire wall of the 
station concourse. 

"But what makes me so proud of it is not its size 
but ita message and its spirit. The first of its lhree 
huge photographs, each of them eighty-five feet high, 
i s a picture of an American farmer and his land, and the 
caption under it says, ' That we may defend the land we 
love. • The second is a panel of children' s faces , wi th 
the caption, ' That t hese may fsoe a future unafraid . • 
And the last is a picture of a VIOrker looking up at a 
factory, and under it is the caption, ' That we may 
build a better world.' Those happen to be the objectives 
of the Defense Savings csmpai~n, but they are also the 
objectives for which we are f1ghtinf this war, and they 
happen to be the objectives of Amer can labor. 

"It m~ seem unfeelin~ of me even to mention Defense 
Bonds and Stamps to an aud1ence in which many of you have 
lost your jobs, suddenly and through no fault of your 
own, because of the change-over to war production in 
the automobile industry. I know what you in the Detroit 
area have been suffering in unemployment in the last 
few weeks; I wish as fervently as you do for the day 
when all our plants will be in full war production, and 
when those of you who are walking the streets will be back 
at your work-benches again. • 
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This little section I am trying to cut, but I 
will read it as it is. 

34.6 

"Certainly I would never ask or expect any of yo~ 
who are in trouble to buy a bond or a stamp at this time . 
The country does not ask it or expect if of you:. 

R. M. JR: Why are you cutting it? 

MR. KUHN: There is too much of it . 

"We at the Treasury have never asked anyone to take 
food f rom his children or clothinc or shelter fr«D his 
family to buy defense bonds. No one from the Treasury 
will ever high-pressure you to invest in these bonds or 
stamps if you cannot afford to, and if anyone pretends 
to represent the Treasury with such an appeal, he will 
be acting without the slightest sanction or authority froa 
Washinfton. We received the other day, an elaborate sales 
promot on plan, baaed , frankly enough, upon •the 
traditional dread among the ~erican people of being held 
up to publi c ridicule and scorn.' The idea of this 
enthusiastic but misguided plan was to label as a slacker 
everyone who did not buy a bond. We replied that we 
disapproved and did not countenance anything of the sort . 
We replied that we did not believe in the effectiveness 
of intimidating kmericans, and that whenever such tactics 
were proposed we would avoid t hem like the plague. We 
believe , and we have proved in the past eign~ months of 
the Defense Savings campaign, that we can make the beat 
appeal to the American people by commendation and coopera­
tion. 

"We have a slogan at the Treasury, ' Let's make every 
payday Bond Day.' 1bat certainly does not apply to t hose 
who must wait for weeks and sometimes months until their 
plants can reopen. Hut i t does apply, with redoubled 
force , to those in this area and elsewhere who are earn­
ing regular pay. All of you who are working in good 
joos, working for steady pay, have seen how suddenly a 
great dislocation can come . You have seen f riends and 
neighbors hard at work one day, and thrown onto their 
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unemployment insurance the next, as part of the ~rice of 
preparing this countey•a factories for war. Isn' t it 
better to guard against trouble in advance then to let 
it catch you unprepared? Isn' t it b~tter t o build a reserve 
week by week, in Defense Bonde and Stamps than to wai t 
until some unforseen blow may fall upon you? Your country 
needs the money, and you need the securi t y, that Defense 
Bonds can bring. 

"I am not going to state the case for Defense Bonds 
this afternoon, or to try to enlist you in the great and 
growing army• --

H.M. JR: What are we doing? 

WR. Or EGARD: They are already enlisted. 

MR. KUHN: I can cut t hat . 

MR. ODEGARD: I think you might say they are already 
enlisted. 

MR. KUHN: It seems a little silly. 

H.M.JR: Yes. 

MR. KUHN: "I should like, however, to mention one 
reason for buyin~ Defense Bonde which may not have occur­
red to you. It 1s true that Defense Bonds will help to 
pay for the raw materials and the finished weapons that 
will win the war. It is true that Defense Bonds soon 
translate t~elves into guns and tanks and planes and 
military equipment of all kinds. But the1 also pay for 
l abor, your labor. Eveey time you buy a $75 bona you pay 
for the services of a skilled worker for" --

H. I. JR: l!ake it $25 bond. 

JlR. KUHN: • •• •• a skilled worker for an ent ire week." 

H.ti. JR: Oh, I see . 
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)o(R, IWHN : • Eve 1'1 time you bUJ' a S2S bond ;rou bu;r 
fingers to m.a.ke shell casea or muscles to stoke the furnaces 
of the war effort . Every t ime you buy a Bond or even 
a Defense Stamp you are enabling the United States Govern­
ment to pay" 

H.M.JR: I don't like t hat "fingers", 

MR. IWHN : Well, we will cha.nge that. We are think­
ing of women's hands . 

H.M.JR: No, I don ' t like that, 

KR. KUHN: tt •••• you are enabling the United States 
Governaent to pay you for your war work, and you are 
hastening the day when your plants will be in full produc­
tion again. 

"About a month ago, two of your brothers in the 
Dodge local came to see me in Washington, to discuss 
ways and means of hastening the conversion of their 
plants to war production. We accomplished something, 
partly because those t wo men had the i nitiative to come 
to my office, partly because of the fine cooperation of 
Judge Patterson, the undersecretary of Jar." 

R.U.JR: I wouldn' t call him Judge, just Colonel . 

)o(R, KUHN: Is he a colonel? 

B.U.JR: Or why not say ~. Patterson? 

KR. ODEGARD: Richard Patterson? 

H.M.JR: No, Robert (laughter) . 

MR. ODEGARD: That was a great mistake. 

MR. KUHN : "But what I shall always remember about 
that meeting is the spirit that your representat i ves 
showed. I argued t hen, and I have said it for months 
to everyone who would listen, that the onlf way to arm 
this country in time was to order the comp eta and immediate 
stoppage of all automobile production, and the quickest 
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possible conversion of the plants. Tour representatives 
knew that that would mean i .. ediate unemplo,ment for 
great numbers of men; yet when I asked thea how thef 
felt about it they answered, without a moment's hes -
tation, "We can take it ; we want it done . " 

"That was just s sample of the spirit we at the 
Treasury have found among American labor ever since we 
started the Defense Savings program. It is a sample of 
the spirit that the whole country has discovered ln 
the weeks since Pearl Harbor. It is the spi rit that is 
going to win the war. 

"I said in Cleveland yesterday that the pioneers 
who settled this Middle Western country did not let danger 
or hardship frighten them. They regarded everr danger as 
a challenge, every hardship as an adventure. hat is the 
spirit with which you are meeting this greatest crisis that 
free men have ever undergone . 

"You will not be satisfied until complete victory 
is won; you will not be sati sfied even when victory 
comes, as it surely will. You do not intend to let a 
few vicious leaders set back the clock of human progress, 
nor do you intend to let that clock stand still . What 
will be the use of setting the whole world fre e if we 
are to let that freedoa be threatened again? 

"This is a c.r.o. meeting, but I am going to read 
you a few lines from a recent publication of the American 
Federation of Labor, because I think it is an admirable 
statement of what all American labor is fighting fo r . • 

H.M.JR: Do you think thie is good, Peter? 

MR. ODEGARD: I think it is all right. Ferdie thought 
it was a good idea. 

"MR. KUHN: "It is called 'For a New Birth of Freedom, 1 

and it says, 'America is fighting for the freedom of 
mankind everywhere in the ~~rld. Our task is not only to 
save our own freedom. The workers of the conquered 
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countries, the enslaved workers of r.ermany itself, the 
workers of the entire world look to us and our allies to 
make freedom possible again on this earth.' 

"Has there ever been a nobler mission? Has there 
ever been a cause more worth fighting for? You workers 
of Detroit are ~n the forefront of t hat fight , and you 
wi ll sae it through until the fight is won." 

Now, there are three ideas which need to go in 
there, firs t a message from the President 

H.M.JR: Forget it . 

MR. KUHN: Don•t you want to put that in? 

H.ll . JR: No, I spoke to him and a shadow fe ll across 
his face . 

~m . KUHN: Number two. They are bringing out these 
new Treasury flags in the Detroit area, and they would 
like very much to have you mention those somewhere in 
your speech, and also to mention some of t he conspicuous 
payroll deduction schemes, t he plants that have done won­
derfully. 

H. '4. JR: That is all right. 

lam. ODEGARD: Would you do it by name? 

R. M.JR: I think you have got enough i n there now, 
Ferdi e, unless you want to menti on some of the plants. 

MR . KUEN : This is going to be tightened. You know, 
it is repetitious . 

H. M. JR: Do you think you want to mention the pl ants'? 
Do you want to say Ford and this and that? 

MR. OI'EOARD: No, I was raising the question. I 
wouldn't . 

MR. KUHN : Just sey, "Uany plants. " 
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I.!R. ODEG~ Yes, "llany plants. • 

R.M. JR: I think it is a swell start. You have 
got the right spirit . 

MR. ICUIIN: That ia what I wanted to find out thie 
moming. 

H. l&. JR: You han got the epiri t. I am delighted. 
It is good, isn't it? 

KRS. KLOTZ: It is marvelloua. 

MR. ODEGARD: On this A. F. of L. Bulletin, Ferdie, 
why not just quote it and say it is a quotation !rom the 
January l.ssue of Labor' a llonthlr1lullet.in' 

llR. KUHN: Afterward? 

'MR. ODEGAHD: Wl. thout identifying it as an A. F. 
of L. publication. 

J,IR. KUHN: I think you lose the point there. I 
think that labor · ia coming together . They are bolind 
to. It is a silly little prejudice --

B.ll.JR: !(o1 but here is the point. I do it, and it 
looks as though~they will read things into it. 

llR. ODEGARD: Well, it might be, Ferdie, that they 
might reason this way. They might · , why recognize 
these differences? I quote !rom Labor'• Jlonthly Bulletin. 

llR. ICUIIN: Then they would think the Secretary cloesn' t 
realize that is an A. F. of L. publicatiop and he is 
totally deaf to it . 

I.!R. ODEGARD: I suspect that ninety per cent of these 
people will not know that it is not a c. r. o. publication, 
because i t is an economists • - it is put out by the econo­
mis-ts. 

KR. KUHN: I would rather not do it than fail· to 
identify its source. 
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H.M.JR: I surely think that it is - it will make 
them gasp. 

MR. KUHN: I don't mind if they gasp. 

H.M.JR: Well, Ferdie, you are introducing something 
which is unnecessary. 

MR. ODEGARD: I don ' t think you need to identify 
it . 

B.M.JR: Listen, Ferdie, save it for when I go on 
with r.reen. I am going on with Green, on the air. Why 
can't I use it then~ 

YR. ODEGARD: sure, that is good . 

H.M.JR: I am going on the air with Green. 

MRS. KLOTZ: This is not the place. 

MR. ODEGARD : It just seemed to me that the thing 
was so neat . 

H.M.JR: Let me use it when I go on with Green. 

YR. ODEGARD : Sure, that is all right. 

MRS. KLOTZ: It is a beautifUl thing. I hate to 
see it out. 

~m. ODEGARD: I t is from the most r ecent issue , too . 

H.!A.JR: What is this flag raising? 

MR. KUHN: That is what they would l ike you to do 
in Michigan . They thought you were coming by train, and 
the flag raising is our flag t hat is going up, the 
Treasury Defense Savings flag . 

MR. ODEGARD: When I 16oked at that schedule that 
I seby made out , I asked Ferdie what you were going to do 
in your spare time . 
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MR. KUHN: I wish you could do some of that • . 

H.~ .JR: Do I have t o go to the Great Lakes Steel? 

MR. KUHN : I don ' t see why. I think i t might be 
good if you could go to the Chrysler place. 

H.M.JR: Why not cut out the Great Lakes Steel? I 
don't know when I am going to get there . n~Y not cut 
that out~ Shal l we go to the Chrysler plant? 

}!R, roHN: I think it would probably be interesting 
to go and see the Chrysler tank plant, and have lwich 
with those two fellows and Keller again. I think you 
would like it. 

H.M.JR: I will do that . Now, the tea business -
well, here is the point. I f I am going to return by air, 
I will go directly to my plane . If I can ' t fly, then I 
will go and have tea wi th them. 

MR. KUHN: Yes . He never spoke about the tea unti l 
I got that . 

H.M. Jft: Well, if I have got to be there and the 
train- no, the train le8ves at five o'clock. 

UR. roHN: Four forty-five . 

R.K. JR: Then that is out. I can ' t do t he tea thing. 

JlR. lU1lN: All right . 

H.M. JR: I wi 11 do the other, weather permitting. 
I will have to find out what time it get s in. 

MR. KUHN: Ten thirty-five from Cleveland, it gets 
in . Two hours and something. 

H.M.JR: I will do some sleeping when I get back. 

MR. KUHN: I think you will feel pepped up. 
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KRS. lLOTZ: This ia going to be ••rJ uplifting 
(laughter) . 

l!R. KUHN: I t alked to Henr, yesterd&J. 

MRS. KLOTZ: You know what Henry wants, He c1111e 
down here to spend a da;r in the Treaaurr, and about 
four o'clock he caae out aide and he juat colla~aed in 
a chair and I said, "Henry, what is the .. tter7 He said, 
"Just watching Dadd;r hae done this to me,• So there 
you are, 

)(!!, ICUH!'I: I will take care of this . 

H.K. JR: Well, thia is the thing. You take care of 
that and I aa thinking about the air. I don't know 
yet about the air, butlf you want extra time to clean up 
1111 Detroit speech, you aee, you could come by train at 
nine tonight . If 1 lea•e by air, I will be leaving around 
five. That will rush you, and you could work on the 
Detroit speech up until eight o'clock tonight, and then 
take the train , 

MR. KUHN: Did you want me to come to Cleveland, or 
only to Detroit? 

H.M.JR: No, on account of this thing, because I ha•e 
got to Mrk on this thing tomorrow. I mean, I won ' t 
have any more chance today to aee .;r Detroit speech. 

)(!!. roHN: You won't? 

H.K.JR: No, hell - excuse me - I haven' t even gotten 
my Cleveland speech yet . ~hat time does the train get 
to Detroit . Don' t you think - there ia no sense your 
coming b;r air with me . 

MR. KUHN: I can take it by train and meet you any 
time you say tomorrow. 

H.M.JR: You come to the hotel directly tomorrow 
morning, and when you get :there I will be fresh, and it 
ghu you a chance to work wl. th Peter on this thing 
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up until eight o' clock tonight . You will need that tiae. 

MR. KUHN : Yea . 

H.M. JR: WOuld you rather go with me by air? 

MR. KUHN: No , I would rather have the extra time, 
ftlld ll!eet ynu in the morning. 

B.M.JR: Be frank . 

MR. KUHN: I really would. I would like to go by tr&in 
end meet you there in the morning. 

R.M.JR: ~t are you hesitating about? 

MRS. KLOTZ: I think he hesitated because maybe he 
didn ' t intend to go to Clevelftlld. 

MR. KUHN: No, it is the beat chance we will have 
to work on this thing. I thought there might be a 
chance to have a look at it, but you can•t. O.K. 

B.M. JR: Well, Ferdie, stop - how can I? I haven't 
even finished my Cleveland speech. 

MR. KUHN: And you have a Cabinet meeting. 

B.Y.JR: And I have a Cabinet meeting. 

MR. KUHN: Yes, ftlld just a few other things on your 
mind. 

B.U.JR: And I haven't seen my mail . God knows what 
ia in my mail, or Bell or anybody. 

MR. KUHN : All right . I will meet you at the 
Statler in the morning. 

H.M.JR: I don ' t know what you have got on your mind, 
but I don't see how else you are going to do it. 
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YR. XUHN: I haTe nothing. I am perfectl7 free. 

H.M. JR: Jll right. 
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~~t there lo a third a..d otlll a oro co~olllnc roaoon wh:r labor 

hao &II luaaourablt otllkt ln thlt war. Labor in thh coUJ>tr;r &Dd 

I 
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£.ol71111q that labor b. o\r1na ' o ana1a t or a lmMro4 )'lVI 

~ ~. 
wo.U4 bo wop\ • tvJ..;;:;: •II• 41c'•'oro vwe h • IIYir)"tlliDC 
~. 

that labor tttillla fat. for 1te cllll4rea u4. 1\a oh114r•'• cht.ld.rell, 

1o bOUA4 ~ villi tile oucceoo of tile tree couatr1eo 1a t ile preooa' 

atrU&81•· ••• ·····- ,, •.•• , *\• ,,,, e f &b· t t; 111 UCibU 

y b \ sh ,, pecJ •b· · ·' - •••• l *• W t' ; •• &b• A'b•r 4at ert 

tU , , ,, , I t - • ha -Co stat at &a a tw 

.rpr4et shea y· · r ' ?! 1 a \etta: usc&t; a 1 a • +' > u 

I a; *· UUUA 6! Ar&p, ifiAUW flu 

Wfl\ M4 '£ce1'' (tpr f••; MF • ,, '"' '$ ' h' ' '"'' •s$b 
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1 \h1J>k 1 ec> ,.__._ cleocribo tbo .. a1a ln a ,.."7 fft worcle 

b;r tolllDc 70" about a cnat picture lD the ~4 Cc\ral ltaUon lD .. 

Tori<. It io a lllliqu.o picture lD thet it ~pona to bo tho bia .. t . . .. ~ ~;.. 

.. )5( Ct1 ... v= jdt4 e., I , t I e:ax;:: 1 ""* ' ( '; r SM 1 4...... ~... : , 

pboto-IINZ'al lD the worJ4o Wo of the~ pv.t 1t th.,.o to help the 
..; 

ol\lo of l)ofonoo llcn4o Nl4. ltampo, &!14 wo took coo4 caro - thet 

..--;:;: -......~.<.. ~ Co e..:, ~ 
... er;rbo4.;r obaul4 ••• it;-f~r,.(1t oonn an •tiro wall at tho ~ 

otation eoneouroo, 
~t 

~:.c. t~. 
wmt -· .,. oo proud of it 11 net ito lioo but ite •••- It b' 

--" 0 

*brM b'lf' ·rtst rsrt· ···t o a 4 I 'J•, be :tirat­

'1 J:. 1/.ALI- ~· ~"'f-1-• L,._U.. 11k.,._ ,_._;1-7-f..;._ ~ ~' .;.o!M_.,...,..,.,._,. 11 a picture of an _..,lriC&!I f&n~or c4 hio 1&!14, &D4 

" 
t ho caption UD4or it _. , ~t wo tuq 4ofoD4 the 1&!14 wo lo,..,• the 

ooooD4 1t a p&Del of chil4r&D'o facoo, with tho caption, 1'!hat D-QI,:>Itl'a'r..lb• 

thaoo 7tAJ' !aoo a futuro 1IA&tl!al4. • AD4 llill..,.lllll.tho lut io a picture of 

a worll:or lookillc 11p at a faotoJT, &!14 UDc1er 1t 11 the Clip t1on, 1!hat wo tuq 

<lw.114 a bot tor world, • f booo h.toppon to bo tbl objocU,..• of tbl l)ofonao 

I ~,._ f; ~ tJ.. ~ ~ • 'II (\ • ._.,..._ W....A a::::4 ~ .c:a:: .... zc:::;;::; ? 
Sa'liAj! ~len: but thq ... ahiu tbo .,~iuu .. dor Which- aro ?~htiDC 

th1ewar1 r 1 Utt 1 JJI , ..... Uw OLJiOCloua of Jib& lCA MIA 

- It MT ooom untoolinc of .,. ovc to action llotcoo llcncle &D4 1\...,o 

to OD au41oteo lD Which un7 of ;rou ba,.. loot 70ur Jobo , ou44•1T &D4 

-
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____ _,,.. thro\l&h no fault of ;your o .. , beoauae of the clwlceo<~ftr to -... 

production 1n the llUtOJJobUo induetey. I lr:now Wb&t ;you in tho Detroit &rl& 

han been outtering 1n unecplo:r-nt J11X 1n the laet tow ftel:a: 
...... 

I with ~e 

t•rnnt]¥ ao ;you 4o t or the 4q whon all 'Our planto will be 1n full 

,...,_,..11101' prodi.otion , and when tbooe of Y<f'~ Who are walki ng the otreett will 

be back at ;your wor~benobeo 114;ain. \ Oortai~ I wwld never aak or apeot Oll3 

of ;you who are 1n troubla to buT a llond or a Staap .-.. at thio tiao, !be 

,_, ' I • OA4 .._. ~~try..J:}n.-. ..A.~"" fu·y·tU-v• • ._., "- "'1-.t.... .;~ ~ ~ • 

coWltr;y do•• not aok it or e;q>oot 1t otr to at tbo 'lraaovr;y FM •sr 

ao~ GD;yone to take food from hit children or olotb.l.ng or oholtor from hio 

family to ~ De!enae Bondli, In on• ' m· tb · ' s ···=r Y']) ep• blat J ,,,. 

*h· · ' 1sh' , , smotlo 
9 71-•fl- .c.., Oc ~l.f .............. ~ 

•• 1 U zit) !tea I ) ' seW a . •• 1111l: t 
~ 

.., ..... Ly ~"­

••aaO-I~Ioiii.U ... i"'1-- an ol.t.l>oratt oaloo proeotion plan, b&eod,fl'llllkl1 eco"'!:h~upon 
t 

"tho tradi t iollal dread eaong the .A:lorican poopll of bol.nc held up to ---•--

~·~ 
public ridicule and ocorn,• !he i dea of thio(milauided plan .,.. to labe l at a 

elackor eveeyon. who did not blq a llond,-•111111~,.. le replied that we diuppro.,.d 

and d.id not countenance aeythl.nc of the oort. fe replied that " d.id not belino 

in till eftecUnnou of 1ntim14.ating -'cericano, and tlat 'llhanevtr aucll tactico 

Regraded Unclassified



• 
364 -~-

nre propoee4 w •ul4 aYo14 t- U.u the placlw. lfe 'belleTe, u4 n be,. p-0,..4 

1n t,_ paat •s.ht montbe ot the :O.tene• ...,~ oapa!cn, that ~ .... ~~~~-

laM b•ep 0'0 filA IJ at ttw INDW), &4 lt lzi biUfCb:' U2iill1Jii &SopifiiioA fl'Oi 

}·bnr ... • a we' uzlltw; 7 t ., , ..... ul lalse ¢I 5 e 

fe ben a 1111.-r elot~~A at tba !l!reuu17" I.et '• llllke eney pq-clq JoD4 :cq, • 

~ 

n..t certainlV 4oeo not topp~ tc thol8 'llbo '"-,..'•'•~s ... u•IIISJI!La.. Wbo,( - ftl.U..O 

~~ • G ,,. • • :,__ "\ 

t or ftOcl &4 ,(>=-tbo .,. until tbo1r plaDb 0111 reopc, 

.ll~ ot you who .... ..-. workiD& 1D coo4 Job•, worldnc tor •tea4J' par, bave 

bo• audcl .. ~ a creat l<l0110111C 411lccat1on - COlli. You llan .... trica.. an4 

tba noxt , ao part ot t he pr1111 ot p..-p&riDC th1• oountr;v11 factor111 for war. 

~~ 
~- tu better tc sual'd -iut trcuble 1n a4...,cl tbau tc let 1t catch rou 

~~ 
Uz;>repare4? ..,.... better tc 1N.114 a reMr..., -11: bT ueelo:, 1n lllfiZIII BoJ141 an4 

StuoP• tllan to wait 1111t1l •- 111ltore•.., blow ~ fall 'QPOA rou? t our ooUIItey 
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~te•· ev·-· , 's · leW; , am m• iiil&i!i6I&e ii IU.cilJ:ii,a. .... an 

~-· a l"iiidiht jOb. iii! tbii LE DOi rm &tp s. tb8 outtlL. 

1 th=•" liM; Mv 5011 IN: a&UW- a • tar lptr!y W•p• ! ,,., 

~ (;w 
~._...,.-::!1111:::•111•1115-l:a..l'--~1111~ elao _. labor, JOur labor, :lnr7 

,..,6---
Uae TOll 'blq a $75 b0114 J01l ~ the eerrl.cea of a ak1lle4 worloor !:!br .,. entire 

_, 
@ •• , •• za:tca W · ie&,! tb t ,, tt· =• '!!&'· ~ 

time you 'blq a lloll4 or enn a~ lll!enae St.eap you ere ................. ll"''llli 

enabl1Dc t he Ullite4 ltate~ G0 n1'1lal&t to pq/JOil for JOVZ: ar WDrlr:, aD4 7011 

a.-f·,u:.;'t _._ ~~~ r • ..-,..., 71-~ t. ·T~. ~ , .. , · ... . 
are h&l tectnc the 4q wtw~r•• ,, A II F· I· o '? ;seMwtka u ' 

Clijout alll_IIIOllth-;p ' 
r - oryour brother• a tha Dod, local/ 011111 to ••• • ;. in 'l'aahlnciollo 

~ 
to d.UC'\\.11 ~ and aiUii of hut• ni.Da the connraion of tht P «• •pf 

8fll4idn plallto to w.r production. le toCCOIII>liohed eoaothill&, partly beeau.eo 
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tbo fi.D.o ooopo..-101> of'• .. lll"'dl;;il-.=lilllii=iu••,...•~~••=• tbo 

.. about that aooUDC 1o tbo opi.rl\ that JOur roprooontat1 no obow4, 

I arcuad tlwn, and I baft oaid it .. for 1101>tlw to owryono wbo .... 

wou.l4 liotm, that tbo ~ wq to ara t bio oou.ntry in u .. wu to or4or 

tbo oo.wploto 8114 S.U.d.iato otoppop ot all ctoaob1~ pro4uat181l , and tbo 

qu.iolatot poooiblo coDWro1on of tbo plan\o, TO"Cr roprooontotiwo lr:now 

yet wbon I ..Ud them bow tlw)l fol t about 1t tbo7 anoftro4, without a 

moment ' • boo1tat1on, lfo oan t PII it; wo want 1t 4ono, 0 

!rb&t.,.... ,juat a umplo ot tlw op1rit we at tho ~roanr:y haw toWI4 

It 1o a oaoplo of the opi.rit that t bo 'l'bolo co~~ntry baa 4iocoftred ..._. 

in tbo 1Neka oinoo Paarl !!arbor, I t 1o t bl 1pi.r1\ tblt 1o 1101DC to win 

the war '1r I oaid in Olonlmd yeotorclay that the pioDeero 1lho oottlo4 

tldo llid41o footorn cou.ntry 414 not lot danger or ll&r4ob1p tr1cht.., tha, 

~be7 npr4ed ovary 4onGer ao a cballonge, nery har4ob1p ao 1111 adventan, 

~. ii.... / 
fbat 11 the opi.rit with which you aro .. et1DC ~i",(P"~atoat ......,. thAt 
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Tau will DOt be aatiofied until c~lete Tictor.r 1a 

Tau de DOt 

' 
inhn4 to let a few Ticioua le&doro ut booclt tla olt of huull proCHU, 

oetUJ~C 

io an a4m1rable otate..,nt f Wbat all American lebor 1o ficht lJIC for. / 

o; e ' + 

•.Amuica 1o tiliC for tho freodca of n••k'n• eval')'W)ere in tha worl4. 

to oave our om tr.edcll. !be worltere of the oonqu.rod 

oountriea, olllllaftd worltero of 0.1'11&1>7 itult, tile worker• of t l:8 e.tire 

to uo and our all1eo to ct\lte freedom pooeiblo acoin OD thie ear~~ 

1 there evar boon a nobler a1eo1ont lllt.e thoro ovorllla boon a e&\181 

llllaiLMI~....Lli&ll:~._.=, Jou worker• of ~troit are in tho ...... ._.. 

ill•• forefront of ~cbt, &114 rau will ••• it thro\16h 'lllltil t he 
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HMJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Operator: 

Harold 
Graves: 

HMJr: 

G: 

I!MJr: 

G: 

I!MJr: 

G: 

HMJr: 

G: 

HMJr: 

Hello. 

January 23, 1942 
11:15 a.s. 

368 

Mr. Graves is on hie vay to the Twelfth Street 
Building. 

Well, as soon as he gets there, let him talk to 
me, vill you? 

Right. 

It's urgent. 

Right. 

Hello. 

Harold. 

Yea, 81r. 

January 2}, 1942 
11:22 a . m. 

Look, I'm here and I don't understand your tele­
gram yet to this thing in St. Louis. 

Yea. 

Nov, it this hotel - t he vorkere at this hotel 
a.re on strike ••••• 

Yea • 

...•• I don't think our people should go there. 

Well ••. . • 

I mean, just passing the buck to somebody else 
isn't going to eatiety anybody. Why the hell 
dove have to hold a meeting vhere there's a 
picket line? 
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IIIIJI'I 

IIIIJr: 

G: 

IIIIJr: 

G1 
' 

IIIIJr: 

0: 

IDIJr: 

G: 

IIIIJI': 

G: 

369 
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loU, I 40D'' UWik a. -.lor••• are oa 
oU'lke. I'• DOt; a'IIN a'lloaC Cllat;. !b1a u 
a JllftacUoeloDal npt;. I Clllke4 w11b 
IM 0114 lbaokelforcl a:rM1t aa aoon aa I aaw 
tboao C010CJ'U•· the7 are ln It;. Loala now. 

lea. 

An4 t;laeJ COll ae thU la a JurU41oUoDal 
41opaw bot;ween the A. r. of L. and the 
a. 1. o ..... 

••••• ODd thet; llr. 8baokelfor4, our DepaCJ 
AdalnlaU.tor, wbo le hlaeelt a labor aan, 
foraer Coaa1 .. 1oner of Labor for the State of 
111 .. o.n, bae been there worltlns for the loot 
two or three 4aJe ti'Jl"C t;o help .. tue thla 
atrlll.e. 

I •••· 
And our relatione - that le, the relatione of 
our people - w1 th tbe O. I. 0. are enUrelJ 
tr1en41J. !bOJ ba•• told our people, ln taot, 
that theJ will &1•• tbea oredentlale that •111 
let th .. through their ploket 11nee to attend 
thle •••t1ns at; one-thlrtJ. 

low, I raleed the q11 .. uoo .,eelt 1f u wouldn't 
be beet to ••• that •••Uns to eoae othar plaoe. 

Y ... 

And Jlr. Ilea ODd Jlr. 8baokelfor4 told •• no, that 
llblle that would eauet7 tba c. I. o., the A. r. 
of L. people baYe eaid that; lf the{ 40 .. .,, the 
aMUDI aoae other plaoe, th•J won t SO· 

Oil. 

1o elnoe 0111' people are .,,1'1 fr1en417 wl tb both 
faatlona ••••• 

I aee • 

••••• I tbou&ht that the proper thlns tor 110 to 
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IOIJr: 

(); 

IOIJI'I 

G: 

IOIJr: 

(): 

IOIJr: 

G: 

IIMJr : 

0: 

HMJr: 

0: 

HMJr: 

G: 

lllt1r: 

370 
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4o Ia- •• liaplJ to toll Ciao•• poopla tlbll aro 
PI'OWIUJII W OODYOt OlU' peopla tbn'o. 

ta. I 1n &4414 Cillo iD ., OWD baD41n'1 UDC. 

Yo.-. 

!bo tolocra• roa4a to tlaoeo people - Into~tioD&l 
JlePI'IIInYt1Y1 1 ftetall, lfboliHll &D4 10 forth. •••• 

Yo a. 

II; 1'1&41, 0 Btop. AI UIIJ are OD Ull SJ'OWI4, nccon JOu 41oouu tho -uor w1 Ul Ul•. • 
AD4 I ' •• a44e4, 1 It, after YlkiDC with Ul•, 
J OU aro not eatiefie4, ploaeo telopbone •• 
oolleot. • 

Yu. 

h that all rigb.U 

Well, I don't know. I think - here'• th1e 
trouble- of ooureo. One union 1• ti'Jing t o ••••• 

I know, but ••••• 

• •••• get an a4Yantago oYer tho other; but ••••• 

••••• the va7 Ulo telocraa rude, 1t look• ae 
Ulougb. that I vae tr71ng to vaeh 11.1 bandl of 
lt. I nid, 'low, go an4 CAlk to our people. 
It Jou'ro not utiefie4, 00.1 baok to •• again.• 

Yea. VoU, all I'• thinklDC about 11 that prottJ 
-n vo .., bo 1D tho pod t1on of caking eidoe 
in tb.h t1cht; and, of ooureo, •• wul4n't want 
tbat . 

VoU, nov walt a alnuto. Walt a •1nute. Peter'• 
hera. (Talk• aeldo) 

Well, Peter I&JI loa•• 1t tho waJ 1t'• written. 

Vi Ulout that ad41 t1on. 

Yeah. 
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HICJr: 

G: 

RJtJr: 

G: 

IIXJr: 

0: 

RJtJr: 

G: 

RJtJr: 

0: 

RJCJr: 

0: 

HIIJr: 

0: 

RJtJr: 

0: 

HIIJr: 

G: 
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I Ud.llk H, lleoaaaa lD U1e tlrn pl&H, I u•e 
oo.plne oo~14enoe ln 0111' on people ••••• 

I N.h. 

••••• &114 I Ud.nk that the;r'r• entlrel:r fr1en4l;r 
wUb both pooupa, an4 I waa afra14 that wa allbt 
be put ln the poa1t1on of \lk1DI a14ea ln tbe 
uner. 

Well, I 414n1 t know. Mow that I know llbat U 
11, I thlnk, ae uaual, :rou'•• been w1ae. 

Well, thank JOU UI'J auob. 

ou.:r. 
Goo4-b;re. 

In. 

Wblob etate wae itt Wae 1t Penna;rl•ania or •••.• 

Mo. Penne:rl•an1a ia in. 7be tour etetee are 
tbie tour that I naae4 to :rou tb1e aornin& .. 
Louleiana, Delaware, Welt V11'11n1a, and In41ana; 
u4 1n Veet V1ra1n1a an4 Indiana tbe etet11 abOW 
blaak not beoau .. tbe:r 414n1 t report, but be­
oaull tbe:r 414n' t report tbe nuaber of their 
eaplo;reea ••••. 

• ••. • ot the •ar1oue oonoerne. 

I aee. 

!here are onl:r two atet11 were we ••• a 
ooaplete blank, and that'• Delaware and 
Lou1a1ana. 

I aee. Ota:r. 

Yea, a1r. 

fbanlt JOU . 

lou' re nlooae. 
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CLEVELAND SPEECH ON TilES 

Present : lll'. Blough 
Kr.Paul 
)(r . ~ 
Kr . Odegard 
Kr. Sullivan 

H.K.J'R: Where do I start? 

J' IJIU&l'7 2S, 1942 
12:50 p.m. 

liR. ICUHN: Where the changes are in pencil. 

"Separate investment income." Don that do the 
trick? 

liR. SUUlViN: I think it does. Randolph a&JS 
there are some implications he thinks ought to be 
explained to 70u. 

(Kr. Paul and Kr. Blough entered the conference. } 

H.K. J'R: CoM on, fellows, we have got ten minutea 
to olean th1 a up . This is 11Cf last crack. 

•Investment income between husband and wifeP - is 
that--

liR. PAUl.: Well, we struggled with that word. We 
tried •unearned income," and that seamed to be the 
best we could get. 

H. K.J'R: Will a111bod7 underatand it? 
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KR. PAUL: I think it is a prett,r good contrast 
with "earned income. • VIe might aa;y "unearned, • but 
that would be contusing, because under the rresent 
statute ;you may have unearned income which s earned 
if it is over fourt een thousand. 

H. hi. JR: Well, you wouldn't want to say "inves­
ment income as in contrast to"? 

MR. BLOUGH: Compensation. 

UR. PAUL: That would be all right , if you don't 
think that is too coupliceted. 

Wt. SULUVAli: It would clarify i t, I think. 

llR. ODEGARD: As distinguished from. 

MR. SUU.H"AN: Yes, that is the wey to do it. 

H.M. JR: As distinguished from? · 

MR. ODEGARD: As distinguished from. 

MR. BLOUGH: Compensation for services. 

MR. PAUL: If you do that at one point, you are all 
right. Then you can use it in the rest of it. 

H.I.!.JR: Investment as distinguished from something 
else. These boys can fix it up. 

MR. PAUL: Distinguished from compensation for 
services rendered. 

H.M. JR: "Under the present lew if a husband and 
wife both have such, each pay the tax on a separate 
income." 

L!R. PAUL: "Such" doesn't work now, Ferdie. 

L!R. xtnnf: It would be both investment income--

• 
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E. PJ.UL: tea. 

Ill . IUHlf: But ;you don ' t have to explain it IIOrt 
than once. 

MR. PJ.UL: Just •IT "inveatm•nt• instead of "IUch" 
thlre. 

H.Jl.JR: "A faml;y in which both - investment incoae. • 
That ia all right. 

!hen ;you come down to loophole• to be oloaed. We 
are leaving out the married couple? We are leaving that 
out\' Who croued that out? 

MR. IUHN: Ro;y. 

MR. BLOUGH: It doesn't fit. 

MR. PAUL: You are not taxing for all married income . 

MR. SULLIVAN: That is right. 

H.K.JR: J.e l~!f u ;you can explain it to me 
to1110rrow. Do ;you eratand it? 

KR. KUHN: Yea. 

H. Jl. JR: Luck;y man. 

MR. PJ.UL: He understands this whole thing. 

H.K.JR: Double luck;y. 

KR. IUHN: I think the public will unduatand mnJta en t 
ae distinguished from the other. 

H.K.JR: It is onl;y fifteen million, is it? 

KR. PAUL: Fifteen? 

MR. BLOOGH: Twent;y- five . 
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MR. PAUL: Dropped to twenty-the million. That 
raiaee a Tery important point which I think :you should 
understand. With the help of a picture from. Roy, :you 
can understand it more quicklf because I think this ie 
Tery important. I don't want :you to make this speech 
without understanding it. 

H. K. JR: Go ahead. 

~. PAUL: It is best done U,r a picture . 

~. BLOOGB: Suppose :you ban a situation like 
this. (Illustrating with diagru) The husband makes 
compensation - his earned income is down here, fiTe 
thousand dollars. That ia husband' a earned incom.e. 
The husband bas unearned lncome of say senn thousand 
dolh.rs . 

H. K. JR: That is investment. 

MR. BLOUGH: That is rhht. And the wife has earned 
income of, sa;y, four thoueann dollars. That is the 
wife's earned income. Now, what we propose to do is 
thia--

MR. PAUL: Unless :you do this, :you don' t get an;y 
such figure . 

MR. BLOUGH: It is to first compute the whole tax 
with the husband's earned income, that is this; and the 
wife's earned, that is this, and the unearned, the 
innstment incDIItll, on top. This tax, the tax of this in­
Testment income up here, then would be added to the tax 
on this, and the tax on this down here. You would han 
a tax on the husband's earned, a tax on the wife ' s earned--

YR. PAUL: Separate tax on the husband's earned and 
on the wife ' s earned. 

MR. BLOUGH: But the investment income would be 
figured at the top. 

WK. PAUL: The top after the combination of their 
earned--
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KR. BLOOGH: '!he huab&Dd' e earned and the rife' a 
earned would be put UDdernaath that unearned, and it 
would be pushed up and put in the higher brackets. 

H.K.JR: How else could 70u do it? 

KR. PAUL: You could do it several other wa7s. 

KR. BLOUGH: You could se:r there will be thr" 
returns, one on the hueband'a earned, one on the wife'• 
earned, and a third on the unearned. 

KR. PAUL: Combined. 

KR. BLOOGH: Which would, in the cue of this 
family , lower the tax, not raise it. 

H.K. JR: Let me see if I understand it. The 
joint - this is t he joint return? 

KR. BLOUGH: This is the joint return. 

H.K.JR: And at the base 7ou first have the wife's 
or the husband' s earned? 

KR. BLOUGH: '!hat is right. 

H. K.JR: Do 7ou tax that separately? 

IIR. BLOUGH: 'ftla t would be taxed separately, thAt 
1a right. 

KR. PAUL: The only reason 70u put it there is to 
get the rate on the unearned. 

H.K. JR: And then on the unearned, you put down -
put that on the top? 

KR. BLOUGH: That ie right, and the base at a rate 
which is higher than it would be--

B.K.JR: Than if he was single, say? 
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MR. BLOO(Jl: If he wae e1Dgle or ha4 no l&l'llold 
lno-. 

H. ll • .JR: Doe an •t thlt put 1t up prett, high? 
What adnntage 1a thla onr whit he had at tirat? Hcnr 
would it be the Waf it waa written rirat? 

liR. BLOUGH: 'l'h• wire' a earned inetead of being 
taxed up here, whioh would be the oaae 1n the lo1Dt 
return, ia taxed aeparatelT. 

H.M • .JR: <h, it il taxed aeparat•lT? 

)IR, BLOOGH: The wit.' a earned inocae is taxed 
aeparatelT. 

H.ll..TR: How about the hueb&lld 'a? 

KR. BLOUGH: The huebande inoome 1a aleo taxed 
aeparatelf. The two earned incomes are taxed separatelT. 

liR. PAUL: The unearned inoome is taxed in the Joint 
return as ir it included both the husband's and the 
wife's earned. 

liR. SULLIVAN: And at the same rates as 70u hla. 
the speech written reshrdq. The inveatllent inc<llle 
would be taxed under this pr oposal at the aue rate as 
under t he version or the speeoh fOU had 7esterd&f. 

H.ll • .JR: Well, there 1a no oh~. 

MR. SULLIVAN: So thlt the relief is given to the 
earned income • 

MR. BLOUGH: or one o! the spouses. 

H.ll.JR: That goes baok to what I said last 7ear. 

MR. SULLIVAN: 'l'hat 1a right. 

H.ll.JR: 'l'hat goes baok to What I said last rear. 

MR. SULLIVAN: 'l'hat 1a right. 
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KR. BLOUGH: In fact , that is where we got the 
estimate, was in doing what you said last year. 

H.K. JR: What I said last year, the President 
approved, that on the earned incane of either one, 
that that should be exempted f r om the combined income. 

KR. BLOUGH: Well, that isn't done. 

KR. KUHN: It isn't exempted? 

KR. ODEGARD: Taxed separately. 

B.~JR: No, it pays at ita own rate, stands on 
ita own feet. 

KR. BLOUGH: It stands on its own feet , but it is 
used to hike the rate on the investment income . 

H. M. JR: Well, if it was left to me, I would do 
it this way, the way you have got it. I don ' t know 
whether it is pleasing to the President or not, but 
this would be a mat ter of negotiation with the Com­
mittee, wouldn't it? 

KR. SULLIVUl: That is right. 

KR. PAUL: I want ed to be sure you understand that. 

H.U.JR: I under stand it perfectly. 

KR. PAUL: I wanted to be sure also that you 
under stand that we could do it better than this because 
this is a tremendous break for the high earned income. 

liR. ODEGARD: Does this mean this, Randolph, that 
if t he husband has an earned income of five thousand 
dollars and the wife has an earned inoome of five thousand 
dollars, that earned income will be taxed at the rate 
of five thousand dollars? 

H.V.JR: That is right, 

KR. ODEGARD: But then they have another ti ve 
thouaan.d dollars of unearned income. 
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H.K.JR: bt 1a right. 

MR. PAUL: And that is taxed -­

H.K.JR: At the rate of fifteen. 

KR. PAUL: Ten to fifteen. 

379 

MR. SUWV!ll: b thoudl one person had fifteen 
thousand dollars, that ia right. 

KR. XUHJI : But. th-t t 1a not exaotlr exe.ption; it 
ia a measure of relief. '!'hat h what the Secretarr called 
it last 7ear. 

KR. PAUL: I think there is a 1111ch better W&T of 
giving relief, because the reason I don't like it is 
because it gives too much relief to high earned 
incomes. I think what would aern the purpose for the 
general public would be a liaited earned income credit, 
wnich would only appl7 to earned incomes below five 
thousand dollars. 

H.K.JR: I had it at ten last 7ear, didn't I? 

liRS. KimZ: Yea. 

H.ll.JR: I told thea up to ten. 

KR. SUU.IVAlf: I think it was up to fourteen one 
time. 

H.K.JR: You are right, fourteen. It was up to 
fourteen. Look, it was up to fourteen. Bow look, 
the on}T thing, 7ou han got to han a figure - i t 
1e two eixty and in order to han a figure, 70u have got 
to hav• a plan, is tha~ right? 

KR. PAUL: 'lh&t is right. 

H.ll. JR: '!'his plan t1 te this figure . 
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KR. PAUL: I wanted to be sure you understood that. 

B.K.JR: That is your business. But now walt a 
minute. I don't have to explain how I arrived at 
two sixty? 

KR. SULLIVAN: No, I think Randolph' a i!lltflculty 
n a the.t by mentionin~ this figure you would colllllit 
yourself to this parhcular devloe. 

KR. PAUL: That is right. 

B.K.JR: Well, that is a perfectly ethical and honor­
able device to have, isn' t it? 

KR. PAUL: Yes, it is reallJ the application of the 
Glasa plan in respect to tax exempt securities t o indi­
vidual i noomes, 

B.K.JR: But it also - well, I don't want to oross 
that. I don' t want to say - but John, isn' t this a 
hundred per cent the same as last year? 

KR. SULLIVAN: Yes, sir. 

B.K. JR: What? 

KR. SULLIVAN: Yes, air. 

H.)(. JR: Is there any diffe,.enee between this ' &lid 
tllat I .stood for last year? 

KR. SULLIVAN: No, except that I thinlc after this 
discussion we all have a little clearer idea of it 
than we had last year. 

B.M.JR: When we went up on the Hill the onlJ 
difference was we said we would only give the exemption 
up to fourteen. 

)(R, SULLIVAN: That is ri:;ht, but they were i.Ja­
patiiDt. You remember the first time we announced our 
position they were all ·aeJ~ to vote , and we never had 
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an opportunity to adee~!~ll explain this device to 
House W~s and Means ttee, isn't that correct, 
Ro;r? 

the 

H.U.JR: Wbat I am trying to get at is, it the 
President 8af8• "Well, !fenry, how did ;rou do this?• 
I will sa;r, ~. Presidenti this is what I did last ;rear, 
and I cleared it with you aet year. • 

UR. BLOUGH: This 1e what we worked out troa what 
;rou said last year. 

liR. SULl.IVAll: 'lhls 1a the very thing that we sub­
mitted to ;rou. I 'lfalked over to t.he White House with 
you, and as we were going in the dow I didn't go in. 
You said, "How would it De i t ne have some relief tor 
earned income ,• and I said, "Thnt would very materiallf 
weaken the opposition, " and then this is what we worked 
out for you as a result of that remark to me. 

H.M. JR: Well, as a shotgun propositioni I am sate, 
because I believed in it last year, and I be ieve in 
it now. The only difference, it would take care of 
Eugene Grace, it I had time - I would limit it to the 
fourteen. 

YR. KUHN: This doesn't prevent you from limiting 
it, does it? 

H.ILJR: No. Nobody knows this except in the roaa 
here. 

lo!R. BLOUGH: I think the function ot this explana­
tion is this, that it later the President should insist 
on something more rigid, the revenue would be lower. 

H.K.JR: ~re rigid? 

KRS. KLOTZ: The other way around. 

Jo!R. ODEGARD: Kore liberal. 

liR. BLOUGH: I am sorry, a more generous exemption. 
You would get lees money --
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B.K. JR: Of course, if he applies this - well , I 
won ' t finish that . 

IIR. PAUL: I c.an show you how you could han an 
earned income tnorl t111111, I would call it • and have 
leu tu: than you now get. 

H.K.JR: Under this? 

MR. BLOUGH: Not under this particular scheme, no. 

B.!i.JR: Are you satiatied with this, Roy? 

MR. BLOUGH: I 11111 satiatied --

H.K. JR: For a shotgun proposi tion? 

MR. BLOUGH: I Ul satistied that this is a perfectly 
honorable and equitable method of doing this. This isn't 
just what I would do it we were doing it, but I think 
this 1a all right. 

H. M.JR: But split seconds and the rest of the stuff, 
and knowing that the President wanted something like this, 
is it all right? : 

MR. BLOUGH: Yes, sir. 

B.K.JR: RAndolph? 

MR. PAUL: I think it is all right. I think we 
ought to go - we might be able to satisfy the President 
with less, that ia Df point. 

H.U.JR: Well, with les s than this? 

)IR, PAUL: Less exemption, leas favorable treatment 
of earned income . 

H.K. JR: Well, the fourteen thousand would take care 

ot that. 

KR. PAUL: I would like it leas. 
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H. ll.JR: ill right. O.I. ? 

KR. ODEGARD: Tu, ai r. 

KR. SULLIV.llh Tea, air. 

383 
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!D!Jr : 

Oper ator: 

HMJr: 

'i11ll1&m H. 
Y.cReynolds: 

!D!Jr: 

Me: 

!D!Jr: 

Me: 

HMJr: 

Me: 

HMJr: 

lo!c: 

HMJr: 

Me: 

HY.Jr: 

CC - Mr. Uorman Thompson 

Hello. 

Go ahead. 

Mac. 

Yes, sir. 

January 23, 19~2 
~:29 p.m. 

I'm goi ng to talk a little bi t taet, but I 
think I can explaln. At Cabinet I brought up 
the question that we in the Treasury - Norman 
Thompson can tell you all about t his - have 
decided not to ask the dr aft board t or any 
def erment i n the future t or anybody. 

Yeah. 

385 

Number one. Number twc , en this ott1cere' pcol 
which the War Department has- they' re calling 
in people - we would tell the tDen they e1 ther 
go t to go with the Army or, it they want to 
stay with the Treasury, that ' s thei r own deoielon. 

Yeah. 

Now, I brought up the question that unquestionably 
o t her departments were doing things, and I aeked 
the Solicitor General tirs t. I said, 1 Nov, over 
i n the Department ot Justice and FBI they're asking 
t or deferm ents.• 

I know it. 

And here i n Secret Service, in two caaea , people 
attached to the President were no t . 

Yeah. 

And I said, "The thing should be made unitcrm.• 

I know 1t. 

Well, the President- I suggested t hat you do i t, 
a nd the President e' id - he said to the cabine t, 
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HMJr: 

Me: 

HMJr: 

Mo: 

HMJr: 

Mo: 

HMJr: 

No: 

BlUr: 

Xo: 

HMJr: 

Mo: 

HMJr1 

Mot 

HMJr: 
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1 1 WD' lolefll0141 \0 u U, a114 W1'k wUII a 
.-1 "" of ,.._,, la"7, 1.114 "'-11117, all4 
balld11 all q1111Uoaa of 4af-lll\ aa4 wl'k 011\ 
I 11111f011"8 propaa. I 

Wall, 1\ nel4e UA1fo11"81tJ. 

Un1toll"81 t7. 

And, of ooar••• there baan'' been anr: beoauae 
tbq '"• ba4 people ru1cn1na tii'OII one plaoe all4 
p ~ cet b.1re4 ·at anotb.er 10 tb17 ooal.4 cet 
4etel'l'l4. 

lzaotlJ. Jov, I'•• pt ,_ or \brae lavrera 
vtlo, I bel1ne, beoau1e I von' t C1Ye t»- 4e1'er­
aent IJ'I pine w cet oo.-1111one v1\b t11.e 1.11"87 
an4 .. '17. 

An4 1t I. all WI'OIIC· 

Yu. 

But ., po1ition 11, I'a not g1Y1nc anrbo47 anr 
aore 4etell"8entl. 

I cet JOU. 

Jlov, tb.a Pru14ent alkl4 ae to till thll to rou. 
Be 1114, •You loane4 ae MoRernol41, but rou'r• 
par1n8 b.1a, aren't rout• I ea14, 1MP. Pre•14en,, 
tb.la 11 one of tb.a tev 1netanou mere rou bo1'1'0Ve4 
-bo47 tb.at rou're JII¥111C tor u. 1 

(La••> 

le lo'114 u. 
(Laupa) 

II l o'le4 U. 

Yea. 

lo tb.a ball 11 JOUPI. An4 b.l 1&14 A7aJ t II&'IJ, 
an4 floea•UI'J ••••• 
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HMJr: 

Me: 

IDIJr l 

No: 

BKJr: 

Mo: 

HMJr: 

No: 

IIIIJr : 

No: -
I!MJr : 

Mol 

I!MJr: 

Mo: 

I!MJr: 
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OiEq' • lilftt7, laYJ, Ul4 fi' .. IIII'J • 

!bat'• I'S.&ht . Aad Ulan •ob hpartllant, nahNUJ, 
ftDU ~ lia tal.kN ,o. 

lhl'l. 

8o wUl JOil plait 1 t upt 

I Will. 

Aad tor ul - I'll let l oraan aot tor ua. 

~t. llr. 

Allrlptt 

JllP~. 

Aad lt JOil want to tali ~ •• about lt, I'YI pt 
YII'J, '111'7 1tronc 14eal; and wta.n I set ln llondaJ, 
I'd 11ltl to tallt to Jou. 

Yaab. I'll want to tallt to JOil before WI lit 
'111'7 tar. 

Beoau11 I'• on 8J Wl1 to Olenland now, but I'"• 
pt YerJ 4.et1n1 te 14eal on 1 t. 

Okq'. 

And tbe tb111CI tat are colnc on tbat tbe Pru1dent 
4onn' t ltnow &l\7tb111C about , I t!Unlt.ar• terrible. 

Well, ot oourae, tbere' 1 no un1tora1 tJ at all. 
eo.e people are aU-out tor detaraent, and aoae 
peopll ao detlraeat at all. 

ll1pt. OltaJ. 

OltaJ. And tat 11n°t ta1r. 

'fb.ank JOU, Mao. 
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January 2~, 1942. 

l.!E!.!OJWIDUll FO~ THE SECRETARY'S DI.AaY: 

After the Secretary returned from the Cabinet 
today around 4 : :30 p.m., he told J.!r . !o'oley of a conversa­
tion he had with Grace 'fully t o the effect that Leo 
Crowley had requested an appointment with the President 
to discuss his resignation from the Standard Gas and 
Electric and appointment as Alien Property Custodian at 
a salary of $10,000. The Secretary said he was in a 
hurry and didn't question Grace further, and was troubled 
to know whether the event could have ~aken place orior to 
or ai'ter the talk Leo Crowley had with him on \'lednesday 
when Crowley said he was going to withdraw and tell the 
President to give all of t he power to the Secretary of 
the •rreasury. 

After the Secretary lef t for the airport to 
take a plane to Cleveland, Duffield cal led Mr . Foley and 
t old him that one of his men had been told by Leo Crowley 
that Crowley was withdrawing from the Alien Property 
Custodian fight and was leaving; the field entirely to 
t he Treasury. Duff ield asked roley if there was any 
truth in this. Foley said that Duffield should check the 
story directly with Crowley and asked that Duffield tell 
J.'oley what Crowley said. Duffield called back and said 
he had talked to Crowley ann that Crowley said there was 
no truth in t he story and he would appreciate Duff ield not 
writing it as Crowley is seeing the President at luncheon 
tomorrow and any announcement should wait until after be bad 
had a talk with tbe President . Duffield asked Foley to 
protect him and r'oley told him that be would rel ay the 
story only to Secretary l!orgenthau. 
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January 23, 1942, 

TOt The Secretary 

FROlh l.'r . Sull1,., 

Geo"l!e &ffi"'ton phoned .,. at hoD@ laet night to 
acM.se ce that he is retun'll.ng to ;;uhinj;ton Saturday, Ja,....,. 
24th with a finished print of the Disney tax p1ctu.-e. lie 
adYised toe that 250 o! these print& will be finished by 
Technicolor this afternoon and cl1stribut1on to the theat res 
will start at o:>ee , The other 750 print& will be cl1et ributed 
by January )lat . 

He also stated that he was anangina !or soe10 recorded 
spot announcements by the voice or Donald Duck . 
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00 Ju ly 6 , 1941, upon arrival at Berauda of the S/S 
EX01MBIOI, there were eeized froa Henri L. J. Robert, an 
eaplo{ee ot Oo\y, Inc ., the cosaetic coapany ot J ew York , 
certa n eeeential oila valued by the Britieb autboritiee 
at $150 .000, which were concealed in the baggafe ot Robert . 
The baggage vat aarked •J . Hoaer Butler.• BUt er vat trav­
eling on & apecial paaeport, by reaeon of which hia bag­
gage vat not eubject to exaainat1on. 

On 1uguet 7, 1941, cuet oae agent• at lev York were 
directed to i nvtstir.te the setter, and on 1uguet 28, 1941, 
their report vee eu aitted, which reveal ed t he fol lowing: 

Robert ata\ ed t hat be i ntroduced hiaeelf to Butler on 
shipboard and explained that he vas bringing t o Amer ica 
soae eeeential oils whi ch were needed in t his countr{; 
that be euggeeted to But ler \hat the baggage contain ng 
the oils be placed in hie (Butler 's) na11e to obtain the 
benefit of Butler' s di ploaa\io iaaunity: that Butler did 
not like the plan, but when be vae told t hat the matter did 
not involve anr exchange ot aoney bet ween 1aerica and Yranoe 
nor any violat on ot 1aerican lave Butler said •111 right, 
go ahead.• 

When Butler vas questioned ae to whether be had any 
idea ~f defeating the Br i t ish blockade when be peraitted 
labels bearing hill n&~~e t o be placed on Robert' s baggage, 
Butler r eplied: 

• In eubet11nce, yea. I had in aind bel ping 
bia get the merchandise to the American aarket . 
I knew tha t the Br itieh had eet up a blockade eo 
t hat no aonel could fo into France , t hus helping 
the Geraane ndirect y. I VRe convinced t hPt 
there vas no harm done in this particular case.• 

In def ense of his a ttitude in the matter, Butler calla 
attention t o the r ei gn of terror and for ce in Yrance, which, 
be ea1d , had no aoral baeie ; that one vas cone\antly aeked 
tor help to get people or t hei r poseeesione t o safety; \hat 
anything that could be done to help people in trouble vae 
done without beeitation. He etated t hat tor si x aonthe 
prior to hie arrival in L.iebon. where he boarded the S/S 
EXOA~BIOK, there bad been •no comaunication with the out­
side,• and t h.at be knew nothing about the colla.bor11.t1on ot 
the Uni\ed Statee wi th the British on shipping aat\ere, 1%­

capt t he bl ocked accounts situation to keep tunde ou\ of 
reach ot the Geraane . 
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OD Septeaber 36, 1941, chargee were preferred againe\ 
BuUer. 

On Septeaber 30, 1941, Butler replied without eetab­
liehinf any faote different fro• thoee ee\ forth in the 
forego ng. 

Upon oonaiderat1on of the full record, the oo .. iaa1on­
er, on October 2, 1941, reooaaended that Butler be die­
cha rged with ~rejudioe-

•ror uaing hie official capacity and ore­
dentiala in an effort to aeeie\ one Henri Robert 
to •~ade the requireaenta of a friendly nation 
in t hat while tra~eling on a epeoial paaaport he 
peraitted Robert to uae bagfage labela indicating 
that Robert's baggage conta nlng per fuae eeaencea 
~alued at $150,000 vaa hie property, which decep­
tion val dilco~ered by the BriUah at Ber1111da and 
the perfuae eaeencee confiecated, all of which re­
fl ected diacreG.\ably on hia ae a cuatoaa officer 
and t ended t o bring t he ouatoae eerYice into die­
repute.• 

Butler'• diacharge vaa approYed by the Secretary of 
the Treaaury on October 6, 1941, to be effective at the 
cloee of buaineaa on Septeaber 27 , 1941, the date on which 
Butler vas suspended fro• duty and pay. 

No diacrepanciee appear between the etateaente of 
Attorney Diggea and t he facta . The facta in our record are 
clear that Butler aade no aoYeaent t o diecloee to the Brit­
iah t he atteapted e~aeion of their r egulati ons until he vae 
aent for by the Br itish cuatoae author1t1ea and questioned . 

January 22 , 1942. 
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Januat7 22, 19L2. 

'l'O t ASSISTAJIT SECRETA!\! GASTON 

PROU t W. R. JOHNSOtl . 

So tar as I can a scertain, no person in ~he Cuatona 

Service haa told J . Homer Butler tnat CUDI.ooola wo.a ready to 

clear hl.ll or the charges which led tc his dilllliasal but the 

$eCret.&ry WU inaistent UJ>OD his t"MOVal . 

Anticipating e!torts b7 Butler to obtain reconsideration 

or nia case, I adviud rtrJ colleaeuea at tne tU. or the d.l.s­

.tsaal that I had recom.ended dioa1a•al wtth prejud.l.ce, that 

thie recommendation had been approved by the Secretary, and 

that any and all inquirers should bo a~vieed that it would 

probably bo useless to appeal t he case beyond me because the 

Secretary usuall y supported the Coo~ieaionor in matters of 

t his ~1nd. 

Butler baa bad no conversation ri th any cuatmls officer 

in .. aahincton. His attomey, l!r. Digaea, d.l.d call U?On Deputy 

Com:oiuioner aoman and was advised in accordance wit!> a:t i n­

struction&. - In response to a direct requee t troa Di!lee• tor 

Oortean•a "!>inion regard.l.n& Butler's personal honeot;-, llr. 

CorMan told Dicces that "while ~r . Butler ' s actione had brought 

~ own service into disreput e and had broucht embarrassment 

to both the State Oepar~nt and the Treasury Depart.ment, 

during a:t official connection witn Butler I had never learned 

or anything Which renected agai.nst his honesty. • Gorman 
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turthar told Diggea that so far "" GOI'II&I\ 1 & ortiee waa concerned 

the caae was closed, that Butler, in doing wtltlt ho did, had 

destroyed hie usefulness as an officer of tho Cuetcme Aoeney 

Service, anti that 1f his ease were reopened i t would have to 

bo by thft ~issioner or other highar authority , 

Butler contacted Zupervislnt Cu$tocs Asent Lewis at Hew 

York, et.ati"' t hat he had been advised b,y eouneel to seek to 

have his ease reoponod throUGh Lewis . Lewis advised Butler 

tll& t he could not and would not reopen the cue, and that tile 

proper place Cor euch action was in "llohington. Lewio did 

etate ttltlt the matter was of such imJ'ort4nee that tt had prob­

ftbly been taken 11p with the Seel'etary•e office. All conversa­

tions between Lewis and Butler were in t he presence of Asent 

Collins, who investigated the ease. Collins stated that at no 

ttllle did Lewie inform ilutler that Cuet.ome had cleared him. 

In filii opinion l'!r. Butler can be the eole and only source 

ot &II)' atat•ent such as that centioned in the first para<:raph 

above . 

(Sicned) r1 . R. Johnson 
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L T )IAV!: VERY BRI EF SYI:OP~ J S THR££ ST4TI: ''£1iTS ABOVE RH£RRED TO 
rp, y rpKr CA 

r . ~ . J , KEN!I£DY, S STATEK£ 1\''T , 

1 H~VE A !I I STHICT RECO LLECTI ON Of HEARII.C ON !':ORE THMl Ot' E OCASSI OI; 
rnr. ro:'t Ti t'£ ArTER BUTLER, S DI SMI S!'AL THAT TH E C4<E HAD CO:O:£ TO THE 
~rnrnt.A L ATTENTIO!' Of THE SECRETARY, Alll' TH~T THE SECRETARY HI MSE Lf U~ ll nRDERED BUTLER, S DI SMI SSAL, ' ' 

I UAV £ t' O RECO LLECTI ON NOIII AS TO 'NHO T(lL!I I'E THE~£ TH II!GS /If I 
rt l.' !'(IT ATnCH ANY I MPORTA~!CE TO THE M, 

I (.1 0'~ TU.o\T THESE STATI:!IENTS lt!£R£ NOT MAnE TO ME BY MlY Otl£ FROM THE 
Jll~t:AII OF C11fiTSO XY CUSTOMS , OR BY I'R , LEW I f , THEY WERE JUST 
nn: r.o~ f,IP THAT WOlJLD NAT!IR ALY FOLLOW M'Y IINU~!JAL OCCIJRENC£ Itl THE 
YlXIYXX H! £T¥1EtYv SERVI CE , 

'R , COLLI! r , HATE::rt<T 

~ ~HORT Tl!':£ UTER BIITLER, f l' t ~ ·•I SrAL , HE ::A~£ TO TH i r OHI CC 
r· ~ : ~'H ICIAL !'JITTER. I'URH C O'JR cn:.VERfATIO!: Ht' HH!I' THAT HE 
~"i3TA It ED C(IU~.!;:E L At:D HAll B[£1 AI)VI f£11 THAT Til£ 1-!ATTE!l ~Hn11Lil BE 
rtnrE!.[D THROIICH r R. LEVI S . AT THAT Ti t'£ vp , Lf'l t r 1:1/l f OUT C'F TN'I' 
~ : r \'111:!1 II£ RE TIJRilEII A FE1w MH:UTES LATER svv A FEU 'C'AYf LATER, 
liE I ! r<'Rto:En ~ . BIITLER I N I:V PR£f£i!CE TH~T Hf CC''IL1' !lC'T AilD ''CiliLI' !'(If 
RFI'PEr: TBE XX THE CASE . THAT THE PRC'PfR PLACE FOR filCH ~CTIC'N BY 
''r , BUTLER WASH; Wfi SHir!CTOI ' , 1\S. HE, I'R . L£11! 1 ~ LEFT, THAT THE 
:•' liTTER HAD SEW OF fUHI CI EI'T Ir'<P0RTM1CE THAT IT HA D BE£~ TAKEN Ill' 
llfT)IYTJilVUD!Tl!l!'(Jll(fJXf)TJtU ~I ITJI THf SECRETARY,!' !IHICE • 

THERE WA!' KIJCH GEI'E:RAL CONV!: R~ATION RECI\RDII' C !'R . !!liTEPL, f I' I ~ I' If !' ~L 
BUT I AV OI DED AS to:UCH AS POf~ I a£ 1 DUE TO THE FACT TH~T I H~l' 
;o~:!'IICTED Til£ IrlVESTI GATI Oil . 

U:&ll fiE VTlll: 
4LL TJ(£ COtiVERSATI ONS HAD BY KR . LEII I !t VITH 1'1! . e•JTUR ItER £ 110 I' Y 
PllEfE!.CE, AUD 'T :10 T I~ It AS I~R , SUTLER EVER It' FOR~·:Ell THAT THE 
~ 'IRE'') Of CIISTO"S HAD CLEARED HI :' B•JT TH~T IT II A!" UP Tl' THE fECRETARY • 

''R, LEIJ I Z, S STATEXE!;T. 

ALL or TH E CONVERSATI O~ HAD BY ME WITH ~R . SliTER vv BUTLER WAS I N 
;1p , CO LLI NS , S PRESENCE AIJD TH E STATEI'ENT~ :1ADE BY ~ . CO LLIN!' AR E 
TRIIE , 

LEI<I I S 
E:~JD OR CA 

~P CORI'' N SPKG 
"H0 1JLJ'I WE WA!.T 
u:.r T JC: LR~ 
TH~ ,f. YOII 
-·.r 

• L LC .. t\ 

I THINK THAT TI!I f COVER!" THE t'.ATTER FOR THE PRErfl T 
Ah YTH I Nr PJI!THER It: Til£ PREI':I !"ES I ~HALL CALL liPC Y I' 
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Sir: 

NAVY IEPART!r:.IIT 

Washineton 

2J January 1942 

Serial No . 18JlJ 
A4-5(2) (411127) 

397 

In a letter dated Novo:bor 27, 1941, the Secret.ary 
of tho Tre&Sury requested tbot appropriate instructions bo 
iuuod to naval aviation acti v1Ues in order to insure coo:­
pllanco with customs regula tiona. Enclosu re wu prepared 
in response to that letter and it 1a believed will cover 
tho roquireaents for cuotocls inspection ot naval aviation 
porooMel. 

lr t here is available in your office any com­
pilation of regulations portaininr to naval aircraft it 
is requested that the Navy Department be fUrnished a copy 
so that this information may be disseminated t o aviation 
activities. 

Rospactfully, 

( sl.{nod) l'ranlc Knox 

The Honorable, 
The Secretary of the Treasury . 

encl. 

.. -
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Prom: 
To: 

IIAVY DSPARTIIBIIT 
!IASI!It.\1'1011 OplJC-Jc 

Serial No. 15413 
Al.-5(2)(411127) 

Jarua17 20, 1942 

The Secretary or the Navy. 
All Navel Air Stationa, 

398 

SubJect: Cuetoms Examinations at Naval Air Stations, 

1. The following at&nclard procedure is hereby pre­
scribed regarding cuatoma ex&~~inationa or n&Yel aircr&ft 
entering the United States: 

(a ) - eo..a.nding O!ticera o! Naval .ur Stations 
within the continental lial.ts o! the United 
States will ll&ke such local &rr&Jlt"""'nta with 
Treasury Departaent ropreaent&tivea as will 

ensure availabillty ot cuataoa inspectors on 
abort notice. 

{b) - Baggage and merch&ndiae transported by naval 
aircraft which have been in foreign ports, or 
duty free porta under United States Jurisdiction, 
will be inspected and cleared at the first naval 
air station visited by such aircraft upon reentry 
to this country. 

{c) - PersoMel will not be detained tor customs 
examination in caaes Where auch •xamSnation would 
delay military operations. 

( signed) Prenlc Knox 

Distribution: 

Lists V(d.) , U 
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( 5) 

.. 4* . ~ ----. 399 .. :- ~- ... :. . 
:::- -;_., 

"· I'MENT 
··- . . ' .r ' . .. 

-~· 
!CATION - . 

DATEJanuary 23, 1942 

Secre~ty nthau 

Wr , Haa 

Recen • evel opments in tho Government Socurity Market; 
Yields on Representative British Government Securities 
Since the Outbreak ot War in 1939 

Short-term Government securities have more than re­
covered their decli ne suttered immediately arter the 
attack on Pearl Harbor, while long-term securities 
have recovered only a small portion or it, Parti ally 
tax-exempt aecuri t iee have been weaker than either 
taxable or wholly tax- exempt aecur1tiee. 

Short- term Treasury securities rose 1n yield much more 
rapidly trom the middle or September to the end or 
December 1941 than did long-term securiti es (Chart II), 
Since then yiel ds on both short- and long-term securi­
t ies have declined slightly, 

New public bond o t terings in the New York market this 
week have a l ready totalled about ~150 millions, compared 
to only $S6 mi llions otrered during the previous six 
weeks. 

Loans or weekly reporting member banks have leveled ott 
recently thereby reversing the long previous upward 
movement (Chart III) , A tu ture decline in loans would 
be an indication or accumulating idle cash balances o r 
business enterprises. Such idle cash might become or 
substantial importance in financing the war. 

The British policy or low interest rates tor financing 
the war bas been suocesetul as evidenced by declining 
yields on open market securities and lengthening 
maturities or successive 2- 1/2 percent tap issues 
(Chart IV) , 
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Secretary Worgenthau - 2 

I . United States Govortllllent 8eour1 ty llarlr.et 
Since t he Outbrealt or liar 

In the Uret three trading days following the Japanese 
a t tack on Pearl Harbor prices of Government securities 
declined substantially. During the next three weeks , to 
the end or December, prices tluotuated irregularly while 
improving slightly in the short- term markot and weakening 
in the longer maturities. Since the beginning ot the year 
prioea ot Government securities in all maturity classes 
haYe improved. 

Price changes ot taxable Treasury ieeuee b,y maturity 
olaasos are presented in the following table. It will be 
noted that the small declines among taxable notes have been 
more than recovered, but the larger declines among taxable 
bonds have been regained only in small part. 

Taxable Treasury Notes 

l - 3 years 
3 - 5 years 

Taxable Treasury Bonds 
5 - 15 years to call 

15 years and over to call 

Average Prioe Change 

Deo. 6= : Deo. 16-:: Entire 
Deo. 10: Jan. 22 :: Period 
(Deoimols are thirty-seconds) 

- . 07 
- .lJ 

+.12 
+. 20 

+o l3 
+. 17 

- 1. 13 
- . 29 

Partially tax-exempt Treasury issues have been much 
weaksr than taxable or · wholly tax-exempt issues. This is 
probably due to rumor s t hat an increase in ths surtax rate 
wi ll be substituted tor a portion of the corporation normal 
tax rate , thus reducing the tax-exemption value ot partially 
tax-exempt issues. This rumor also has the etteot ot 
increasing the ecaroity value ot wholly tax-oxempt Treasury 
1eeuea. The movements ot olaeaee ot issues by tax statue 
are shown in the tollowing table: 

Regraded Unclassified



leoret&r7 llorpa~ - 3 

Taxable Treaeur.r I111.111 

Part1all:r f&»-IXIapt 
Treaaur:r I111.111 

Wboll:r Tax-oxeapt 
Troa.ur:r I 111.101 

401 

•••race Pri oe <lhaJice 
ISio. 61= : bio. to=:: &\ire 
Deo, 10 1 Ju, 22 1 1 Per i od 
(Deoiaale are thirtJ-eeoonde) 

- o)l +o l7 

0 

- ·09 +,16 + . 07 

JUgbh to the aew iiBue ot 2 peroeat bonds, due 1~1 
opened on Januar:r 12 at a bid prioo ot loo-21/)2. IXoept to~ 
a el1ght drop to 10o-17/32 on the tirat trading 4a:r the prioll 
ot righta and the new bonde haYe adYanoed t airl:r atead1ly, 
oJ.oeing l~at night at 101- 1/32 bid (Ohart I) , 

II. Beoent JfoYeaenta in Short- and Lons=tel'll 

. Intereet R,tes 

Ohart II ahowa the ;riel4e ot tu.ble Troaeur:r secur1 t1ee 
b:r throe aatur1t:r olauiB troa the beginning ot 1941 to tho 
lii"Oiallt on a weeklJ" baais, and troa tho beg1nnl.ng ot Deo•bor 
1941 to laet night's oJ.oee on a da1l:r baeie, 

The aoet intereet1ng aoYsasnta haYe been thoae of the 
long-tora ratea ooaparsd with the }-5 :rear note rates. The 
low ;rilld on the }-5 :rear notes wae o, ~ peroe.nt on 
Septeabsr 13. Yields on theee not11 aoYed up to a high ot 
1.0~ poroent b:r December 27, a riae ot 46 basil pol.nts 1D 
}-1/2 aonthe. During the sue tiae long-tel'll yielda rose 
troa 2. 15 percent to 2. 33 percent , a r1ee ot only 18 bade 
pointe. 

rroa Deceabsr 27 to last night 1e o1oae, both long-tera 
bonde and }-5 ;r.-.r notes have iaprond al1ghtl:r ( troa the 
Treawr:r ' • etandpoint) b:r declining eoasllhat in :rield. 
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!reaiUJ'7 b1U ratu llhow 111&11 abeo1utl atwape but 
oxh1b1t w1~ peroont tluotuaUone. !he reoent lharp ~ol1ne 

1n the bill rate 11 un4oubtedl)' attributable to the 
epoo1ol deaaad of ahioaso 1nlt1tut1one for a Un1te4 8tat11 
Gonnu~ont 11ouo •tur1q mortl)' attor .t.pri1;l.'llh1ah will 
eeno ae a ••an• of no141q the Illlno1e pereonal propert7 
tax. 

III. Hew 8eour1tz P1otat1onl 

In the 11x weeke between Deoollibor 6, 1941 and .Tanll&J'7 17, 
1942 nn public bon4 offeriqe 1n tho ••w York .arltet 
totillod onl)' ta6 81U1one. During the ourrent week, howonr, 
there han bee throe eubetanUal otfer1nge - teo 81111one 
Alabaaa Power Coapany 3(>-year bon41 offered to )'1ol4 3. 11-1 per­
cent; t50 a1111one 01t1 of Hew York i - 30 )'ear eer1al bonde, 
offered to 7leld o. 6o to 2. 65 peroont; and tl7 •1111one Jew 
York 01t)' Hqullng Author1t)' 1- 30 )'Oar aerial ~nde, offered 
to )'1e1d O. bO to 2. 25 peroent. !he foraor two 111uee ba•o 
been well reoe1Yed, Wb1le the latter 11 ao•ins olow1z. 

IV. Weeltll Reporting Keabor Bank Loan• u an 

In41oator of Idle Cash Belano11 

of Bue1neee lnterpr1eea 

It 11 ourrentl7 be1ng urged that tunde eaYed b)' bul1neee 
enterprieoe beoaueo of deferred .. intenanoe, ro4uoed inYon­
toriee, 1nabil1t)' to reinYeet depreo1ation and depletion 
reeenee , and 1nab111t7 to make plant extensions w1U proYido 
a aaJor eource of tunda for flnano1ng the war effort. !he 
following quotati on fro• the Preeident 1 e Budget Koesage 
illuatratee th1e 1!-PProaoh to f1nanc1ng tho war. 

1 Under a fUll war progru ••• aoet of tho 
inoroaee 1n expon41turee will replaoe pri•ate oapital 
outla71 rather than add t o thea. Allocations and 
priorities, nooeee1tated b7 ehortagee of .. tor1al, 
are now 1n operation; tho)' ourtail pri•ato outla)'e 
t or ooneaer• ' &lrable goode, pr1Yate and publlo 
oonetruot1on, expaneion an4 •••n replaooaente 1n 
nondefenae plant and equipaent. !haee draetio cur­
tai1aente of nondefense expenditure• add, therefore, 
to the priYate funds an1lable for nonintlation&r)' 
financing of the Oo•ern .. nt deficit.• 
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Secrete.!')' lllorpnthaa - 5 

One or the tiret 111 .. 11h1oh aipt be expected to be 
ude or euoh iclle cam bal.anoee of bueine .. ente~••• would 
be the l1~1l14at1on or bank loan.. Ae mown on Oh&rt III no 
decline in the loan• or weeltlJ reporting aeaber 6inii 6&8 
ret occurred. The riae in loane ha1 leYeled ott, howeYer, 
and there 11 eo• l1ltel1hood that loan• UT decline 1n the 
tutun. 

v. Yielda or Britieh OoYernaent 8ecur1tiea 

Britieh treaauJ')' financial polioJ hal been the goYern1ng 
i.ntluenoe upon the oourae of hi.(lh-gra4e 11011ritJ pr1on in 
Great Britain linoe the beginning of thl war. Juet prior to 
the declaration of war the Bank of lnslan4 railed 1te rate b7 
2 percent. The war na thul co-noid With a Ugbt aoneJ 
poliOT• Th11 Wal 10on reYeraed, howeYer, and an eaaJ aoneJ 
pol1cJ hal been puraued ooneietentlJ eYer 11noe. In 
rebruarr 19~1, an Act or Parliament 1et 3 percent a• the 
maxi.ua legal rate or intereet on new treaeuJ')' borroWing. 
Recent aed1u.-tera borrowing bJ aeana or tap eeour1 tiee of 
auoceeaiYelJ longer aaturit1ee hae been oarr1ed on at 2-1/2 per­
cent, and the Ohanoellor or the Exohe~uer hae atated that the 
goYernaent doea not intend to borrow on worse tera• ae the war 
proceed•• 

AI a1gbt be expected under the oirouaetanoee, Jielde of 
Br1 t1ah goYernaent eeouri Uea haYe lhown a downward trend 
e1noe the beg1nn1ng of the war. Th1a a&J be aeen b7 reference 
to Ohart IV. The top ourn or th1e Ohart ahowe the Jielde or 
2- 112 peroent Ooneole since Jll17 1939, and the bottoa ourn 
lhowe the Jielde or 3 aonthe1 treallll'J billa. 

!he three otber cunee on the Ohart - eaoh or m1oh 1e 
a 1tr&1gbt 11n1 - mow the yield• an11able to the purohaeere 
or three t7P1e of tap eeour1 tie .. 

The higbeet or these ourne, that at 3 percent, repre­
eente the 3 percent eaTings bonds or 1955-65- Theee han 
been aYa1lable on tap at par in unl1a1ted aaounte einoe 
January 2, 19~1 . 

The 1eoond ot these ourYee -- that at 2-1/2 percent -
repreeenta the 2-1/2 percent liat1onal War Bonde or which 
thlre haYe been three euooese1YI aeriee (19~5-~7 . 1946-48, and 
19~9-51). The .. eeourit1ee hln been aYailable on tap at par 
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8eoret&JT Morpa,._ - 6 

111 ual1a1h4 -uata eiAH J ... 211-, 1~1 e&Hpt tor the 
111tenal troa .t.upat 111- to Ooto'ber 9, 1,..1, 411r1D& whlob 
period the tap waa oloaedo 

!he re11&111111& atra1pt 11ae tllat at 1-1/8 pel'HIIt, 
repre1eah trea•urr 41po•U reo•lphi *ioh ban 'beea aYa11-
ble on tap 11aoe Jul7 1911-0. It ahou d be noted tllat treaeur7 
4epodt reoeipte, naltl!:e the other tap 11our1t1e1, are not 
an1lable 111 1Ull1a1ted aouat• but are allotted weekl)- to 
the banlu. 

Attaohllent•• 
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YIELDS OF TAXABLE TREASURY SECURITIES BY MATURITY CLASSES 
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TREASURY DEPARTMENT 

WUHINOTOfl 

January 23, 1942, 

J.:EL:OilAliDUl! FOR TllE SECRETARY: 

409 

This is in accordance uith your r equest . 

GRAVES 
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TO 

PROW 

Mr. Graves 

TREASUI;'Y DEPARTMENT 

INTalt OI'PICa COM NUNICA T10N 

Mr. Callah~ 

410 

DATa January 22 , 1942 

In accordance with the Secretary ' s request 

Ur . Danny Kaye has been contacted and has agreed to 

J:lll.ke a recording. V:e hope to have this recording made 

within the next 72 hours , and it will go as soon as 

possible t hereafter to r adio stations. He ~~11 sing 

" • I Paid My I ncome Tax Today" . 

I t w1l l take a little time to arrange for 

Danny Kaye to s i ng this song in his show but I will give 

you a definite report on that in a day or so . 

!Ar . Kaye bas expressed the desire to tour tlew 

York ni~bt clubs after his show closes and sing "I Paid 

1-!Y Income Tax Today" w1thout char6e • ><rrange;;:ents are 

being made for this at the present tiMe . 
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R8se1•ve Bnnka nnd 
J anuary 12 to date 

(In thousands of pi eoea) 

untilled New orders Bonds un_ru~ea. Stock of IBM 
orders at received manufactured orders at bonde de1iYeriea 
opening of today today close of on hand* t his day 
business business 

Jan. 
12 511.1 859 595 805 236 625 

13 805 11.23 630 598 236 650 

14 598 622 670 550 236 685 

15 550 66o 750 11.55 231 1.000 

16 11.55 773 775 11.26 2011. 750 

17 11.26 672 soc 298 2011. 1,000 

18 298 none-no mail none-closed 298 2011. 800 

19 298 2o4 800 202 7011. 825 

c 20 202 2011. 800 86 1,1811.. 1 ,000 

21 86 411 800 59 1,546 875 

22 59 697 800 86 1,676 1, 000 

Office of me oeo1•etery of the Treasury, 
Division of Research and Statistics . 

January 23, 19'+2 

• Bonds in llaahi ll{;ton vaults only • 

• 
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January 23, 1942 

At the request of the President, I gave Don Nelson 
a copy of Swope' s memo to me on the number ~f cars of 
Lend-Lease ~oods which are piling up at ports. Nelson 
was to see 1f we should slow up our purchase$. 
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J a11uaJ'7 211 , lMI 

Ill' • Swope 

lor ~· Pr oouraaa11t DiTiaioll ot the Treaaurr Depar-..11\ 
tor the Land-~•• prograa, ataal at all porta ... ou11\a \o 
262, 623 toa., aa4 ill a 641\ioll , bal11g loaded at praaa11\ at all 
porta a.ra •l,7Sl to11a, Mldag a grand tota l ot 2M ,IIM to11a. 

O'Jl'l'ED n100011 

For \be U11Ued na&doa, aa ot J anua1'7 110, lMII , \bare 
war. 5, 2M .... ot Lalld-t..aaa ... urial within \b.a area ot 
the Port ot l aw York , purohaaed b7 the ~. l a'f7 am ProoiU"&­
MIIt D1'fia1oa ot ~· 'h'••ul'7 Dapartaeot. Ot that total 
s, .. 6 oara ot ataal aa4 766 O&P& ot a1aoallaaaoua ... , .rial, 
total ,,200 oara, ware purohaaed through \he Procuraaa11\ 
Oi'f1a1on ot t he ~ .. aurr oepartaant. 

Staal purohaaad b7 t he Proouraaant Div1aiOII tor the 
Land-L .. aa prograa amoun t& to 111,8116 tona (S,.,6 oaral 
an4 111 a441tlon 5,600 \on.a are bai11g loada4 . 

RUSSU 

ror Ruaa1a, •• ot Jaau&1'7 21 , 1M2, t here ware l,7QO 
oara ot Lalld- L .. aa •tarlal w1th111 the area of the ?or\ ot 
Boa\011. AJ)prox1.•t•l7 •w oara ware purobaaed b7 the 
Pr oouraaant Ohhloo or Traa•UI'7• 

Staal purobaaad \hro-> gb t he Proour-nt 01T1a1oo &1101111\a 
t o 15,780 to11a on h&D4, and 111 &64U1011 6 , 800 tona are b alDS 
loaded. 

CHIIA 

Por Chlna, u ot J aauarr 112, 1M2, there ware 1,686 oara 
ot Land-Laaaa ... u r lal wHhlll the ar .. ot Jlortolk and lawport 
l en. Sfl oara ot \hi a ware purob&aad throl.l&h the Proou raMnt 
D1'f1a1on ot the Traaaurr Departaant. 

ot t hla ~era are 18,~68 t one or ataa l on band , an4 
1n a441t1oll •,1172 tona ara baing loaded. 
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January ~3 , 1942 

TOt Seer etury Morgenthau 

FROM: E. H. Fol ey , Jr. 

Tru eucy r epresentatives, aealst«d by t-chniCAl advise:-s 

froo the Of f ice of Scientific Roeea.-eh and Dcv~lo)Cent, have 

bern ..,.kine a thorolJ6h 1nvestlj;at1cn of Scherine Corpcn~tion . 

Prior to 1937 Seher in£ Cor;x>:·e.tion •ae ~ dir~ctl,y owned subsidiary 

or Seherine A. G., ono of the lergcat indUiltr i al ent eryrises in 

Cor maJiy, and is t odl!y controll~d by tho Gcrmrm concern. 

Sohorine Corpor c.ti on 1B pr oducinc ( in .os t instcnces is the 

sole source ) :.>hermaceuticnl . roducta ,.hieh ar e ir.dl•pensable i n 

t ho tr<a tr cnt of ow· solt.i ex-s and t~.o genornl public . The n:ost 

1c~JOrt..t.nt of these :•roducts is one tor tl'le trcat:ent of shock, 

upeci&l.ly shock result~ rro .. 8eY81"< burl\l> and -·· T'ne 

WUI 0£ thi s ,?rt-pc.ration is re~rt.ed to h Vt' ID.Ve;;_ the lives Of 

thou..4Uida of lnglish soldir rs af t r Dunkirk . The lcboratory 

atrff of Scbcr 1ng Corpor&ti•n 1& oleo orUn& on the develo;r.cnt 

or .•roductu to i ncr<l< 80 t he cndw·ance of ~vi> tors . These >roduet s 

o m1 othor s w1der develortc<ent b:t tl•e Corporn tion nr• in o<.ny ways 

68 vital to tho defens• pro~:r•m 80 airp~noo and ~s • 

The eer-.. an connect i ons of t his corporation and th& nff iliotiona 

or certeiJI of its Gerl!lhll ,er· onuol htV• I:IC<Ie it impossible to use 
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hllT tile fao1llt1 .. ot t1uo oorpo1rat1on in t he dat.,..e pl'OCTUI. 

Daaiaatlac peteDta held IV' tba corpo~ration, eo long aa t hey ue 

a the -tzool ot perll<liiDal ot duhiOWI loyaJ.t,r, ay ataDd a the 

wq ot -tlal dnel.opaenta a tba ...tical field • 

..,til. roec..,tq, wbeo1 the \'ireaeur7 Dep&lrtlleDt took a tepa to 

etop the praataa, Sabering Corpo~ratloo and otbo1r auhoidiuiea of 

SoheriJic .t..o. a llolltll .t..eriaa, "" uaed •• tools to obtoin dollu 

purported eala of Sabertng Corporation 1n 1937 to Sriaa flronta tor 

t1uo lads wu arranged 1n euoh a II&JUlelr as to aae\IX'e tbe continuance, 

until. etopped by the Tireeeury Depa1rt.nont, ot the now of dollar oxch&ngo 

to the ... 11. In addition, untU etopped by the cooperative action 

ot tho tr.&aury Departooent alld other coYer ... ent aaenciea . Sehertng 

Corporation wu engaaed 1n atapa to aaeie t 1n holding the pllana­

owtloal -.rUt a South ..._.rica tor the Ge....., OCOI>CIIO' untU the 

war wu onr, and 1n nppl)l'il:l& dollar excbenge through South Allerica 

to the llaaie . Dw1ng tbia period certain proeinont. personnel rr.. 

Soberine .t..o. ot <lerMcy cue to tho United Stateo to direct the 

a otl'fiti&l ot Sobering Corporation . That personnel at preaent doli­

natal the corporation. 

In order to protect the SOUirC>I ot auppl)' of tho v1 tel mediC>&! 

produllta ...Sa IV' Sobering Corporation and to enable the United Statae 

Gotw t to utilise tbie corpo~ratlon and ita export personnel for 

t1uo d"alot*'nt ot prepa:ratione vital to oUir wu strort, tho 'l'reaaury 
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Department proposes that t.he i'ollowi"i pereo,.. be suspended .froa 

rurther activities in Sobering Corporation• 

1 . Dr. J'Ullua lfeltsien - l'r<laident; awry approxiaoatel,T 

t6Q, OOO a 7ear; toraer preoident ot Sobering A. C. oi' 

~~ entered tho United Stateo in llt.J' 1938. 

2 . llr . 11art1n Bemhardt - Read or leral and ca.pt.rolllag 

depo.rtaenta; aala17, t9,400 a :rear; to..-r V1c...a.ainlan 

or Scberin& A. G. or Geraal\7; entered the UnUed States 

in !larch 1938· 

J . llr. Ernot Hammer - llaneser of promotion; salary a:pprox1-

•te]J' $22 ,000 a year; former]J' in the South American 

department of Sobering A. G. of Gorli&DY) entered t.he 

United States in January 19)2. 

4 . llr. IIana Erdmalm - In chars• of e"61neerin( and annt.­

D&IICe deperteenta ; salary, $10,000 a y...-; i'on.erl,T 

designer oi' eheaical equipment tor Sobering A.G. of 

Geran;r; entered United Stat .. in AQcuat 1929. 

s. Dr. Erich Putter - Direotor of biological laboratory; 

salary, $6 ,600 a year; fol'IIMirl,T director or biological 

research tor Scherin( A.G. or Oerma.ny; enter ed United 

States in Ju]J' 19)8. 

6. Dr. Gerhard A. nsiecber - Roaaarch cbeaiat; salary, 

$4,300 a ;rear; worked tor Sober in( .1..0. or Gen8.1\7 

during .,.cauo,.. and .,.... directl:r to United States 
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through Scberi.ns A.G. a.fter graduation 1n Februs.l7, 

19.37. 

7. lliss Frida Il'riderioi - Socretary to Dr. Scbweak, 

Director of Research; born 1n United States, but 

educated 1n ~where her faaily 1a ll01r l1vill3; 

reported to be ot pro-llaai tendencies; hu 1n bar 

auatod;y all eontidenti&l ecientitie -ttere of the 

corporetion . 

8. 111es Henrietta Lange - Socretary to Dr. 11'e1ts1en; 

entered IIDited Ststea 1n 1923. 

If this acti on meats with your approval we will take the necessary 

steps to put it into effect. 

Soeretary of the Treaelll')' 
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TREASURY DEPARTMENT 420 

INTER O FFICE COMMU NICATION 

DAn JAN 2 3 1942 
To Secretary Morgenthau 

••oM E. H. Foley, Jr, 

Sterling Products , Inc., which through its subsidiaries and 
associated companies is one of the l argest manufacturers and dis­
tributors of pharmaceutical products in the vtorld , is o•med by 
23 ,000 American shareholders and has alltays been managed by Ameri­
cans, but since 1920 , through contracts and joint ownership of 
subsidiaries , it has operated in close conjunction with I. G. 
Farbenindustrie. This arrangement divided t~e markets of the world 
bel?teen the tiTo organizations and provided for the division of 
?rofits on sales in the Latin- Amer1can countries under German trade­
narks . After the outbreak of war in September , 1939 , this arrange­
~ent continued , enablin~ the use of advertisin~ funds in the Latin­
,u:erican countries for \Jerman purposes , mainta1ning the German 
Commercial Organization in Latin-American countries intact in spite 
of the war , ond providing Germany with foreign exchan.,e . llurine; 
July and August of 1941, many conferences were held between officers 
of the Sterlin~ Pr oduc ts , Inc . and its attorneys and the Foreign 
runJs Control Committee and its rerresentatives . On August 15, 1941 , 
Sierling Products , Inc . made certa n representations to the Foreign 
F'unds Control Committee , look in~ toward termination of its relation­
ships v:ith I. G. Farbenindustrie . 

(1) Contractual Relationships . The various contractual re­
l ations were term1nated by Sterl1ng Products, Inc. imoediately 
after August 15 , 1941. Sterling Products, Inc . also enterec into 
a consent decree , terminating these relationships. Considerable 
progress has been made in t~rminat~ng joint .o~e:ship of subsid~­
aries . At present , two Lat1n- Amer1can subs1d1ar1es , both of wh1ch 
are inactive, are owned jointly. 

(2) Trademarks and Trade Names . Sterling Products , Inc. 
sold products 1n the Latln- Amerl can countries under r.erman t rade­
marks and trade names unt il December 31 , 1941, in the meant ime 
registerine new trademarks am1 trade names under which sales com­
~enced on January 1 , 1942. The German trademarks and trad? names 
1~c re used under license~ . At the close of the year, St erling 
rroducts , Inc . delivered formal renunciations of these licenses to 
Atiorney General Biddle. 

(3) Personnel . Sterling Products , Inc . e~?loyed in ~ts 
various subs1d1ar1es many individuals wi th Ge~n beckgr ounas , a 
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good -1 of whoa wen ~ed b7 I. G. FarbelliDduatl'ie prior to 
e~oaing to thie ooUDti'J. the .&aerioma anaging Sterliq 
Products, Ino., senral had had intlaate buaillaaa md panou.l 
relationship• with the managers of I. G. Farbeninduatrle far m1n7 
years. Starting late in Auguet the11 emploJetl were r1110nd b7 
sterling Produota, Ino. The Pruident or the corparation md tha 
Chairman of the Board of Direotora, eaoh of 111hca reoeind $125,000 
per rear, md the preeident of the prine~ipal u.nufactwo ing nb­
aidiai'J rece1Tiqt a &al&I'J of $25,000 a rur, were re110nd md 
replace! brAMricane eatiafacto17 to the GoYel'IIMnt. Since that 
t ime S8 indi'fiduala han been dhcharged. All of these indirld-.J.a 
had Geru.n b&ckgroUDda md aoat of th .. had bfen eaplored in the 
past b7 I. G. FarbelliDduatrie. At the present tw, on.l:J three 
lndi Tid uala raa.l.n who han Gel."'aJ1 backgrounds; two of theae are 
German-Jnilh re.tugeea, and the third ie a forur oplor•• of 
I. G. Farbeninduatrie . The compallf has made arrange•nta to •in­
tain cloae watch onr the actirltiea of theae three indirlduala. 
They do not have the freedom of the plmt md are ll.llited to the 
laborato17 in which they work. , 

The program seems to have operated aueoeaafully ao tar. 
The eomp&llf has not auffel'ed, but on the oontr&17 1 t ia aaid to be 
in better condition than enr. It will 1 of oourae, be neoen&I'J 
to continue to obaer'fe the aotiTities or the oomp&llf and ita JUb­
aidiariea, both in the United States end the Latln-Ameriem 
eountrin. Arrangement. han alread.T been ade for continued 
acrutlllf of ita operations in the Latin-.&aeriou countries md it 
il intended to check the oocpallf froa tilu to tl.ae in ita dcantic 
opera tiona, 

1 }"·1t 
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TREASURY DEPARTMENT 
422 

INTE" 0fii'II'1CR COMMUNICATION 

o•n Ja.nua ry 23, 194 2 

To Ferd inend Kuhn, Jr. 

"'''"' Joseph 'Melia 

EOITORIAL CO~i&NT 
Olf OO!.IESTIC ISSUEl; : 
CONFlUENT OF THE FUTURE 

.If the ~'rican press could be accused of walking backward 

into the future during the depression, the shock of total war 

and the President 's budget message ha~ spurred editorial writers 

into an about-face . Turned around, they see either defeat on 

the war front or drastic economic measures on the home front -­

and they choose victory. 

War Spending and Taxes 

Settling down to consider the full significance of the 

President's budget message , editorial writers as a whole find 

that compared with a Hitler victory there is no reason to be 

alarmed over the diver sion of half our national income to 

armaments . The press is ful ly aware that this is a war of 

product ion, and there is an increasing tendency to view "natural" 

economic laws in a new l ight . 

Editorial writers point out that the United States bas the 

manpower, materials, and factories to make the program envisaged 

by the President a reality -- that in total wer money must be 
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only a ar-bol of production, a tool of aan rather than his 

master. Even the ultra-conaervat1ve, former isolationist 

Saturda1 Evening Post comments: 

•raxea will have to be increase~ until the b&et is white, 
and borrowing m&T have to be carried to the point of oompulsor, 
lending, as ln Great Britain. But when the mone1 that can be 
raised bT these means is not enough -- and it will not be enough 
then it will be necessarr for the ~overnment to command labor 
and materials bT further meane, and the teat of furthn -means 
will not be whether the1 are sound according to the rules of 
mone1, but onlT whether the1 are effective.• 

The prospect of record-breaking increase in the national 

debt to $110 billion is viewed relativel1 calml1 by the p~ee~ . 

Some newspapers -- including small-town newspapers in the 

Middle West and New England whioh traditionally are among the 

most conservative -- are even explaining to their readers that 

the Federal debt represents mone1 lent b; the people to them­

selves. These newspapers see no reason to worr, about the 

debt 11 long 11 banks are not the chief creditors and inflation 

is curbed. 

The press, however, has not completely lost i ts fear of .J' 
the possible consequences of a vast government borrowing program. 

Editorial writers as a whole are insistent that the cost of 

the war be met as much as possible by taxation. Even the most 

optimistic of them argue that inflation nust be checked by 
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(1) stepping up the sale of Defense Bonae ao that the govern­

ment will not have to resort to excessive borrowing from the 

banks, (2) drastically increasing taxea to pay moat of the cost 

or tho war and absorb surplus purchasing power, (3) promptly 

passing rigid price-control legislation, and (4) eventually 

invoking a ~ystem of widespread rationing. 

The attitude of tho nation's press toward additional taxes 

is indicated by the comments of Dorotb¥ Thompson, who recently 

devoted a column to welcoming this )'ear's new taxpayers into 

the fold. She edvised her readers to accept their tax bill 

philosophically as insurance against economic want at home end 

defeat in war abroad.· "But," she concluded, "since you ere 

paying for this war, watch how the money is being spent. There 

is no reeson to be submissive end s i lent about the overlapping 

agencies •••• There is no reason why your tax money should 

support parasites and plain thieves, who profiteer on this war. 

Ra i se Ned about it.• 

States ~ Cities 

!long with their old Cr)' for reducing Federal non-military 

expenditure r , newspapers throughout the country are calling 

constantly for a reduction of State and municipal expenditures. 

Wr. Eccles' admonition against reducing local taxes hes been 

me t by almost unanimous condemnation. 
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On the augseation to tax future iaauea of State and 

~~wicipal aecuritiea, prelt.lDarJ co ... nt indicates that 

larger newapapera are supporting the proposal, while saaller 

newspapers are opposed. i Sorippa-Howard editorial calla 

tax-exempt securities "a mockery of the Federal income tax 

and ita principle of ability to pay,• while the Washington 

Post says that "under existing conditions the familiar arguments 

political and economic - - against Federal taxation of municipals 

have lost their validity.• Some newspapers, including the Wall 

Street Journal, are resigned to the prospect of future iest~a 

being taxed, but they bitterly oppose taxing outstanding issues 

on the grounds that this would be "immoral" , "unfair", and "the 

breaking of faith" . 
a 

Price Control 

Runaway inflation is considered by the preaa to be the 

chief danger thia country faces in ita domestic war program. 

Editorial comment on the Senate's price bill ranges fraa diaguat 

to violent anger. The bill was termed "disgraceful" by the 

New York Herald Tribune, "fraudulent• by the Philadelphia 

Inquirer, and "sabotage• by the Washington Post. Even the 

leading newspapers in the South and Middle West farm belt 

attacked the bill. "Throw the pressure groupe out of Washington,• 

the Milwaukee Journal demanded; the Atlanta Constitution saw the 
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!arm bloc's action aa •e•entual disaster !or the farmer• , 

and the Louisville Courier Journal aakad: -what kind of 

people does Mr. Wickard think farmors are?• 

A few, for the most part relatively unimportant, farm­

belt newspaper s support the bill. They maintain that the 

farm bloc is merely protecting the interests of the small 

farmer. With equal seriousness, these newspapers also e.rgue 

that the farm bloc's action is a patriotic effort to insure 

adequate food production. They contend that industry is being 

encouraged to produce by high profita, that labor is being 

helped by the absence of t~age control in the bill , and that 

farmers should be encouraged likewise. 
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For your inforoation. 

January 23, 1942 . 

I::DI'l'ORIA.L OP r,HON 
ON 'l'Hli \'/Art: 
Tllli UWIV I!:>lBLE wA.R 

German submarine activities off America's eastern shore 

last week prodded editorial imaginations. The press as a 

whole seemed inclined to view these attacks on our coastal 

shippi~C as a hel pful r eminder that the war against the Axis 

spans the earth. 

The reminder was needed . As American and British reverses 

in the Far East ercw more grave , there was a marked tendency 

to focus attention on this area as the main theater of the war. 

Co~entators retained an intellectual awareness of the importance 

of the Atlantic . But their real concern was with the Pacific. 

The Chicago Tribune took advantage of the situation to 

expound its recently devel oped philosophy of nco- isolationism: 

"It is a sound principle of war to concentrate on the principal 

and proximate enemy . For the Uni ted States , that enemy is 

Japan .••• If we scatter our strength in a dozen trifling 
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expeditions all over the world , we may succeed only in giving 

the Japanese the opportunity to strike us at home •• • • For the 

present, at least, our single war aim must be the crushing of 

the Japanese . • 

Curiously enough, so liberal an opposite as The. Nation 

found itself in virtual agreement with this point of view: 

•secretary Knox's argument that once we have disposed of Hitler 

we shall have little difficulty with Japan is plausible so far 

as it goes . But it could also be argued that we should smash 

Japan first , as the weaker member of the Axis -- after which 

we would have vastly greater resources to turn against Germany •••• 

We cannot readily send an expeditionary force to Russia, but 

defeat of Japan would release Russia's huge Far Eastern ar~ 

for use against Germany. • 

The Hearst paper~, in the peculiar typographical style 

which they affect, urged an all-out concentration of attention 

on the Paoific. "The American west coast, • said the New York 

Journal-American, "is the moat EXPOSED part of our mainland,,,, 

Here, then, ia the place for protection to be provided FIRST 

and to be COMPLETE. " And Wr, William Randolph Hearst himself , . . 

arguing that the American Navy can now "withdraw its tender care 

of England's shores," and that "Russia is not only holding but 
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overcoming the German forces on the European f ront," demanded 

the massing of all our strength for "the conservation of the 

White Man's civilization." 

While mos t newspapers do not go to these extremes , they 

now show signs of serious alarm over the turn of events in the 

Orient . They are extremely pessimistic as to the ·chances of 

holding Singapore and the Dutch East Indies. Uany of them, 

indeed, have become sharply critical of alleged Brit ish unprepar­

edness in Malaya; and they are fearful that neither the Bri tish 

nor the Dutch are pursuing a "scorched earth" 

like the ruthlessness of the Russians. There i s a wi despread 

appr ehension that essential bastions in the Far East , such as 

Singapore , may never be regained if the Japanese once succeed 

i n capturing them. 

Despite such anxieties, however , the press , as a whole, 

heartily approved Secretary Knox's definition of the Far East 

as a secondary theater of the war . Some commentators expressed 

uneasiness lest his views dismay our Far Eastern partners . But 

even these took the attitude expressed by The Spokane Spokesman­

Review: "This is probably one of the hard decisions the Govern­

ment explained would have to be made at this stage of the war , 

and was made in the conviction that , bitter as i t i s to accept 
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reverses in the Pacific now, the important first objective is 

the defeat of Germany, after which the smashing of Japan will 

be a much simplified problem,• 

Not infrequently, the selfsame editorial writers who warn 

readers against over-opt imism find it impossible to resist the 

luxury of an occasional column gloating over current Nazi 

difficulties. The continuance of the Russian advance, partic­

ularly the recapture of Mozhaisk, baa kindled a hope which they 

cannot wholly set aside, But in their more sober moments they 

share the indignation of The San Francisco Chronicle: "Talk of 

a short war \ We are not yet in a position to make it a short 

war, and our allies are at present doing no more than holding 

their own, not that in all cases •• • • lny talk that this is going 

to be a quick war, soon finished , is just so much dope _to make 

us go slack in our effort . Beware of it\ It does Hitler's work\ 

He could well afford to pay good money to people who go around 

spreading this poison.• 

Production 

1 powerful spur to domestic confidence has proceeded from 

the reorganization of the production program. Almost all commen­

tators expressed delight over the nature of the Executive Order 
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conferring authority upon Donald Helton. 1 few, notably 

ialter Lippmann and Ernest Lindley, were uneaay over the 

President's appointment of Yr. Knudsen to the 1rmr procure­

ment command; they feared it might entail a fresh division 

of responsibility. 

The delegation of power to Wr. Nelson, since the commen­

tators viewed it as a concession to their demands, blunted the 

criticism which might have been expected to follow the truman 

Committee report. 

Editorial ire is now directed mainly at the dollar-a-year 

men in the Government. There has been a generai revulsion of 

feeling against entrusting responsibility to men who do not 

choose to relinquish their private business interests . 

Domestic optimism has had another stimulus from the prospect 

of an •accouplement• between the 1FL and CIO. Editorial writers 

have had a good deal of fun satiriting John .L. Lewis as a dove 

of peace; they wholly distrust tho motives behind his proposal . 

But they desire Labor peace intensely enough to be indifferent 

to the means by which it may be accomplished, When peace ia 

finally achieved, a good many of them hint happily, the Govern­

ment will be obliged to regulate Labor as a form of monopoly. 
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Cen1or1hip 

There hal been a waYe of tentati•• editorial enthuaia1a 

for the regulations published reoentl7 b7 the Offloe of Cenaor• 

ship. With minor exceptions, theae were endoraed &I oonatruotiYe 

and reasonable . But the tentative nature of the endorsement waa 

made manifest in a general insistence that the teat of the rul11 

would be in the application; for the moment, there la unani.oua 

agreeaent with The Portland Oregonian that 8,yron Price "ia nei ther 

arbitrarr nor emotional." The presa, ne•ertheless, ia warilr on 

guard for any infringements on its prerogatives . 
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UEWRAIIDUl.l FOR TI!E SECRETARY. 

January 23, 1942. 

Mail Report 

Inasmuch as the abs tract dated today covers two 
weeks , rather than one , there are a number of comments 
which date back to the radio address , and others which 
allude to such recent events as the Carole Lombard 
accident. 

On the whole , mail auring these two weeks has 
followed the course of that covered by the last abstract . 
The subjects o~ bonas , taxation and the emergency in 
general have been the main ones t ouched upon in letters 
addressed to the Secretary . The theme of economy in 
~vernment expendi tures still runs through the mail which 
pledges suppor t for the Defense Bond campaign. 

Since the press release in regard to conf iscat ion 
of deposits , we have had no letters al luding to this un­
fortunate rumor . 

There are the usual suggestions for taxation, including 
many letters urgi ng a national lo ttery of one sort or 
another . 

Comolaints as to nondelivery of Bonds , or fa ilure 
to secure them on personal application, seem to hav~ 
fallen off . There are, however, a number of compla~nts 
about the dating of i!onds for which application was made 
well within the date limit in 1g41 , Those who received 
them dated in 1942 f eel that since the delay was in the 
Treasury handling of the matter, the buyer~ should_no t 
be penalized . One typical complaint or thlS sort l S 
abst racted under Bonds Unfavorable . 
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MEI!lRANDUJ.I FOR THE SECRETARY. 

January 23, 1942, 

Mail Report 

Inasmuch as the abstract dated today covers two 
weeks, rather than one, there are a number of comments 
which date back to the radio address , and others which 
allude to such recent events as the Carole Lombard 
accident . 

On the whole , mail during these two weeks has 
followed the course of that covered by the last abstract. 
The subjects o~ bonds, taxat ion and the emergency in 
general have been the main ones touched upon in letters 
addressed to the Secretary . The theme of econo~ in 
Government expenditures still runs through the mail which 
pledges suppor t for the Defense Bond campaign. 

Since the press re l ease in rega1•d to conf iscat ion 
of deposits , we have had no l etters alluding t o this un­
fortuna te rumor . 

There are the usual suggestions for taxation, i nc luding 
many letters urging a national l ottery of one sort or 
another, 

Comolaints es to nondelivery of Bonds , or failure 
to secure them on personal application, seem to have 
fallen off . There are , however, a number of complaints 
about the dating of Bonds for which application was made 
well within the date limit in 1941. Those who r eceived 
them dated in 1942 f eel that since the delay was in the 
Treasury handline of t~e matter, ~he buyer~ should . not 
be penalized . One typ1cal compla1nt of th1s sort lS 
abst racted under Bonds Unfavorable , 
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Comments on THE PRESENT EMERGENCY 

Fred Little , Berkley, Mich. If General Motors Company 
are so patriotic, why are t hey letting 150 steam hammers 
laying idle , and 30,000 men laid off when they could use 
those steam hammers making all kinds of forging for defense 
work. I am one of the many men laid off, and I know we 
had dies for those steam hammers , Ne could be working on 
defense work instead of walking the streets. Those steam 
hammers have been down fo r over two months. * * * I would 
like to see some Government men go through some of those 
plants . Then they would know what I S1ll talking about. 
In the first place , Knudsen is too old for that job . Every 
day those plants are down means a lose of def ense work for 
the nation. We have got everything to do with. * • • If 
we only had the right kind of a man leading them in the 
factories. Vihat we need is less talk and more action. * * 
Why ia General Motors taking contracts from the Government 
and subletting them out to small jobbing shops and their 
own factory laying idle? 

Frank G. Sohn, Editor & Manager, The Mingo Republican, 
Williamson, W. Va. In thi s time of nat ional crisis I have 
been racking my brain to find some way in which I can give 
furthe r service t o our country's war efforts through ~ 
newspaper . * * • In pest years this one little newspaper 
bas given away thousa.nds of dollars ln prizes and cash 
awa.rds during these circulation drives . I am going to 
attempt such a drive, beginning some time this month, wi th 
a plan that should turn most of that prize money into fight­
ing equipment for our armed forces . In order to arou.se the 
most possible interest, I am going to set a goal which I 
hope will capture the public fancy, namely, an airplane , 
fighter or bomber, depending on what the various types cost, 
Therefore, I would appreciate it very much if your Depart­
ment would send me t he cost of the various types of fighter 
planes so that I can choose the one that would be mos t suit­
able , * * • Should this circulation drive prove successful, 
I will be glad to f urnish you wi th complete detaila so that 
other aimila r drives might be spurred on by other newspapers 
throughout the nation. 
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W. H. Benedek, Preaident, Automatic Winding Co., Inc ., 
East Newark, N. J. The inapiring seaaage of the President 
to Congress has prompted ua to make a further effort to 
utilize the facilities of ou.r plant in the War Program. 
During the past year we have endeavored t o discover t he 
Government Agency which could properly utili'e our facil­
ities, but without auccesa . Our plant consists of ap­
proximately 80 ,000 square feet , and normally employs 700 
people in the manufacture of small electrical and electro­
mechanical assemblies. * **We are equipped to manufacture 
almost all of the individual parts used in such assemblies , 
including pressed metal and plastic parts; electr ical coila; 
capacitors; transformers, copper, nickel, cadiua and silver 
plating; and our machine shop ia capable of handling all 
necessary tooling. Our eqnipment includes 90 coilwindera• 
50 foot pressers; 45 power preaaers up to 25 tona; 15 driil 
preaaers; 40 eyelettlng and riveting machines; lathes; 
milling machines; grinners, etc . It seems to us that a 
factory of this description should have a definite place 
in the War Pro~ram, but apparently we have been unabl e to 
make contact w1th the proper Department to put us to work. 

Worris Berlin, President, City Hospitals Local 128, N. Y.C. 
it a regular meeting Thursday, Jan. 8th, the membership of 
our Local Union voted unanimously to commend the President 
for his excellent report to Congress early this week, and 
to pledge their 100% cooperation and loyalty in defense of 
our country and the defeat of Hitlerism. Our members agree 
with the President that the foremost task confronting our 
nation ia to secure as rapid aa poaaible a conversion of 
induatry to the manufacture of war materiala. It ia our 
opinion that no individual, and no corporation, should be 
permitted to stand in the way of such conversion. The heads 
of the auto industry, the waterfront employers on the West 
Coaat, the aluminum corporation, for example, are still 
carrying on their normal activities. * * * Hospital workers 
are among the pporest paid employees in the entire country -
thousands earning as little aa $840 and $900 per annum; yet, 
we have begun to make real sacrifices, and are prepared to 
make many mor e , if necessary, to preserve our democracy. 

Charles Hayden Gunter, Smithville , irk. Some time arul took 
the liberty of writing to you pertaining to the bank con-
dition& here, showing that the Citizens Bank, Smithvil e, irk., 
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does businesa -aol•l7 on a 10% baaia . To that, the reaponae 
waa that I t ake the aatter up with the State Banking Co~ 
adaaion. To do that would aerTe no purpoae, wer e it done 
b7 ae. • • • However, in our •Red Croaa Defanae Drive• , 
the officera of the Citisana Bank declined to oontribnte . 
Those associated with the bank in various wa71 ere now 
covering the oountr7, aaking those who uauall7 borr ow 
mone7 for farming how auch the7 will take for the coaing 
7ear ' • crop financi.ng, at rates from 8% to lO,C. The baDit 
doea not handle Defenae Stamps or Bonds. It ia all done 
through the Post Office . If a patriotic citizen bUJ• a 
Bond, and owes the bank that fact becomes known because 
of the relationahip of the Postmaster, who is a nephew of 
the Cashier of the bank. 

Isadore Bell, Chicago , Ill. I read with intereat the 
discovery by the Treasury Dept. of over $200,000,000 worth 
of machinery and vital war materials held by subversive 
interests. It is m1 humble opinion that the same condi­
tion ie exiatinf in the Chemical Industry and I ur~e JOU 

to investigate his at once. It is extreaelJ diff~cult 
for the small manufacturer to obtain numerous chemicals 
at any price and I am under the impression that these 
same interests are at work in the chemical field . 

1no~us letter - •nescendant of the Fighting Dutch•. 
Ju.et heard the announceaent over the air of your propoaing 
to take 50% of the American wage earner' a money. Say, what 
do JOU think we are anyway? I for one protest with every 
ounce of reaaon and sense of justice within ae against any 
auch outrageoua treataent froa JOU. 1a I aee it, the 
whole thi~ ia to keep the lriltocrah in Engl and fro• 
having the~r landa taxed, ao we, being such suckers and 
having such politician• as you who are afraid of hurtinf 
their feelinfs by suggesting they pay us their just deb a, 
the7 figut'e o go on escaping having to PIT taxes on their 
lands. 1nd to think our aupplies and financea are being 
tU!'ned over to Lord Beaverbrook, one of the big ten who 
was so insulted at the very idea of an American woman 
being their Queen, that they would disinherit their own 
ICing, it ma.kee me ao boiling the.t I could come to Waahington 
~self and give a few of you men softies a good battle , 
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Letter written by Louis Bettigole, Sarasota, Fla., but 
signed "Mutt•, and encloses a snap-shot of a dog. 
Enclosed you-will please f i nd a check for $5. 02 as my 
small contribution to Uncle Sam's Conscience Fund . No , 
I haven't missed up on any back taxes -- my license tag 
has been paid for every year . The Conscience Fund I mean 
is the Conscience of every American that won 't let him, 
or me, rest until dictatorship and tyranny are wiped off 
the face of the earth. ~ ~ * I 'm just an ordinary dog, 
I thinki but every now and then the folks here slip me 
a nicke fo r an ice cream cone . Now, Mr . Secretary, I 
like ice cream as much as the next f ellow, but 5 or 6 a 
day is just about my limit. When the gentlemen give me 
more than that, I simply give the excess coins to my 
master to save up for a rainy day . Well, that rainy day 
has come . It 's America's day of trouble, and it's just 
my smsll contribution to put myself on rations - two ice 
cream cones a day , and all the excess goes to Uncle Sam 
for the boys here , there and everywhere . 

Col. A. Dann, Detroit, Mich. " n * An "all-out" speed up 
of production under our cafitalistic system, where money 
is one of the prime incent1ves, can only be accomplished 
by a reward to employers and employees in dollars and 
cents. All Government orders for war materials should 
provide a time limit, with a penalty imposed for each day's 
delay, and a premium awarded for each day that delivery is 
made sooner than the delivery date . ~ * * The reward can 
be payable in non-interest bearing VICTORY PRODUCTION BONDS , 
payable at a future date . 

George B. Tarr, Cold Springs , Okla. I am a Republican, 
83 years young. * * * Uncle Sam has never given me a penny, 
although the Case Worker here promised me $3.00 per month, 
and then cancelled it, because I had a cow and a few hens . 
I could not get that small amount, thou~h four New Dealers 
here in town get old-age assistance . I r I was a betting 
man, I would bet dollars against a donut that I have more 
Defense Stamps tha.n the above four . 

H. M. Kharfen, Kafelt Mfg. Co., Kenne, N. H. We are attach­
ing herewith our check covering our employees' one-day pay, 
and our contribution to be added to the general f und of the 
Treasury. Sincerely hoping our "bit" will help. (Check for 
$462 .91 enclosed. ) 
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Kiaa Emma Lee Teichart, Charleston, S.C. , who signa 
beraelf, •a aophoaore•, baa an idea for raising money. 
She thinks the t it would be a good idea to hen Hi tlet­
brought to this country and "taken on a tour - securely 
chained and guarded. * * * 1 charge should be made to 
see himl and even if it were very small, we would be sure 
of raia ng lots of money. * * • This would also humiliate 
Hitler more then anything I could think of" . 

L. Klrkegaard, Denver, Colorado, aenda a copy of a long 
letter written to his Senator . The letter giYea details 
in connection with bids for incendiary bombs and other 
war material. O.P.K. re~ations put his firm out of 
the runninf , and, according to his belief, no small manu­
facturer w 11 eYer baTe a chance as long as present regu­
lations a.re in force . He agrees with the President and 
Kr . Churchill that our outside enemies cannot defeat us, 
but fear• that red tape and incompetence will aerioualy 
jeopardize our whole defense eff ort. In his letter to 
Kr. Korgentheu, Kr. Kirkegaard aays , "The little fellows 
are asked to buy Bonds, Stamps , etc . , but with what will 
they buy? The little factory owners have been put out of 
business by being cut off from needed material. The help 
baa been laid off. This class of people amounts to millions 
in number , and cuts down the buying of Bonds. It is unfair , 
it ia uncalled for , and what a loss to our Nation~ This 
trained help could just as well have been put to work, or 
rather, traiferred from one job to the other , bed it not 
been for the inexcusable red tape and outright nonsense of 
the O. P. K. Why should a small factory man be asked to 
finance the Government .projects? That is, in fact, your 
job, Wr. Worgenthau. The little fellow cannot do it, but 
you can in your position. J're sooner you &nd our Gover11111ent 
make up your minds to do this in a business way , the less 
hardship there will be for the lit tle fellows, the more Bonds 
they will buy, the more war material they will put out, and 
the sooner the war will end". 

Henry Steffens, Director, Michigan Public Expenditure Survey, 
Detroit, Mich. Congratulations on t he splendid report of 
the Joint Committee on Nonessential Expenditures ~ Now that 
war bee burst upon us , America must look more than eYer 
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before to .. n in high public office for true unaelfiah 
leaderahip - l eaderahip which conatantl7 look• at each 
problem f r om the standpoint of what ia beat for our Countrr 
aa a whole, and not what ia •beat for me• at the moment. 
Your fine r eport 1howed that ·kind of leaderahip. We know 
that minority groups were againat the report. We know 
th&~much influence haa been used to try to keep your 
report from coming out in ita present fora. We know it 
took courage and a broad outlook for you to endorae the 
reec.aendatione contained in the report. 

Mrs . Edwin J. Baum, Danville, Va. Inaamuch aa Wi.as Carole 
Lombard gave her life as a direct result of her participa­
tion in the sale of Defense Bonde in Indianapolis, aay I 
auggeat that a special day be aet aside in the near future , 
for the aale of Defense Bonds to honor the memory of Carole 
Lolllbard. • • •. 

)l. c. Levee, Hollywood, Calif. (Telegru) Carole Lomba.rd, 
when ahe met her audden death, waa on her way to Los !ngelea 
to appear in a mot ion picture for Columbia Pictures , Inc. 
Joan Crawford, whom I represent, wants to do this picture 
and contr ibute her net income of same, which will be 
$100, 000, or more, to the American Red Cross, as a memorial 
contributed to Carole Lolllbard' a memory. Would you, under 
theae circumstances, allow )lies Crawford to make the deal 
with Colulllbia so that this contribution can be made wi th­
out it affecting )liaa Crawford~ other organized charitable 
contributions? Would l ike to have the remittance made 
directly from the studio to the American Red Cross. I 
understand aeveral other deals have been made along these 
linea. 

Congressman Louis Ludlow. I am aure the entire nation 
applauded the fine recognition you extended to the late 
Carole Lombard in your telegrams to Kr. Clark Gable and 
Kr. Will H. Hays . • • • I am writing to aak if it is not 
possible to name one issue of the Victory Bond Ser ies , 
the •carole Lombard Victory Bond• . I believe that. such 
action by our Government would be most appropriate, and 
that i t would be universally approved throughout America. 
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Anonymous - I think a memorial for Carole Lombard would 
be an outrage. Why not a memorial for those lonely 
officers who really had intended giving their lives for 
their country? It was quite by accident fnly that Carole 
Lombard was on that plane , ~ • • Wonder i you ever thought 
it worth while to send those bereaved Ar~ families a tele­
gram of sympathy, or the Stewardess• or Pilot's famil ies, 
*** Do not spend the Government's money f or such f oolish­
ness as memorials for ci vilians like Carole Lombard. For 
our boys in uniform only must this money be spent. We will 
have to spend our money for Bonds, not memorials, to win 
this war . 

Lester L. S~iegelman, San Francisco, Calif. Miss Lombard 
was killed un action just as surely as if she were defend­
ing Wake Island . What more fitting tribute than a showing 
of her pictures throughout the country, with every patron 
purchasing a Defense Stamp or Bond as be enters the theatre, 
and further sales at a rally inside, after the completion 
of the picture . 

A~x Brody, N.Y.C. 1~ny loyal Americans are giving their 
money and cherished possessions to the Govt . to aid our 
war effort . Others are giving their blood , and still others 
have lain down their lives. Therefore , I deem i t a privi­
lege and an honor if you would accept the gift of ~ con­
vertible phaeton Cadillac . I t is a 1941 model and was 
originally listed at $7,200. * * • I am an American citizen, 
and I am well over the draft age . 

Hon. Ralph L. Carr, Governor of Colorado . I am submitting 
herewith a check for $38. 75, raised from the sale of several 
tons of scrap iron gether~d by members of th~ Jap~nese­
American Citizens Lea~e 1n Costilla County 1n th1s State. 
They wanted to show their patriotism and have offered this 
tangible evidence of their spirit. 

Ethel R. Peyser, N.Y.C . I think it dishearten~ng and 
collection- thVIarting to h~tve permitted C. A. Lmdbergh to 
hold a post in ~ Department in the Government of our 
nation. \Vhy shOUld C.A.L. get a post when many uatriots 
cannot get wi thin miles of a job in war work? 

Regraded Unclassified



• 

- 8 - 441 

Phyllis Haber, Wlami Beach, Fla. I know thia letter 
may sound to you like a silly child's , but I am really 
not. I want to help all I can. I am 13 years old and 
live in Brooklyn. I am president of 2 cl ubs there . 
We tried to be Junior Air Raid Wardens , even t r ied to 
lie about our ages , but we were too young. We tried 
every place we could , but we could not do anything. 
We gave 2,000 pieces of tinfoil to Britain. We gathered 
$2 between us and gave that to the Red Cross . Now we 
want to do something else. We have decided to start a 
V • . • - Victory Club, but we do not know how to go about 
it . That is why I am writing to you. We want you to 
help us start it . Please do not throw this letter away, 
saying we are either too young or that we can't do any­
thing . We want t o help with all our hearts and souls. 
I know millions of other people write to you for the same 
reason, but oleese, we beg of you, answer this end help 
us start a club to defend America. 

Harry H. Pond , President, The Plainf ield Trust Company, 
Plainfield, N. J. In the morning papers is an account 
of Mr . Eccles ' speech, suggesting a long term issue -
up to fifteen years - for life insurance companies and 
savings institutions . Such a plan would seem to me to 
be very unwise, because the purchasing power of the savings 
banks and the insurance companies creates a back-log for 
sustaining the Government Bond market. Take that purchas­
ing power away and the balance of the market would be 
seriously affected and likely to become a very sloppy 
affair . An orderly market is necessary to preserve the 
equilibrium of the entire situation- so why disturb it 
at this critical time? 

Irving R. Templeton, Lawyer , Buffalo , N.Y. On behalf of 
my family , a score of friends and most of my cl ients --
ell of whom ere in agreement on the following, I congratulate 
you fo r your splendid services to our country durin~ the 
past year . We congr atulate you especially on the f1ne 
individual stand taken over the past several year s against 
the waste in the use of our great public fund . We commend 
you highly on your cont inued s tand the past year , end in 
particular since war has been declared .*~* We hope that 
you will vigorously cooperate with Senator Byrd, and that 
he will with you, to secure at least a two billion dollar 
reduction in the Federal budget . * * * We also congratulate 
you on the fine work you di d in bringing to the attent ion 
of the nation the willful unpreparediiess of the U. S. for war. 
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George 1. Kuhn, President, Indianapolis Chamber of 
·Commerce , aenda copy of letter he addreaaed to the Preaident. 

Indianapolis newspapers carried a atory crediting aoae 
very amazing statement • to Chairman Marriner s. Eccles 
of the Federal Reserve Board. * * * Mr. Eccles, the re-
port atated, advised cities not to reduce taxes in theae 
timea , even though pr esent l evies yield aor• revenue than 
needei. * * * These statementa, if reported correctly, 
are amazing because they emanate f rom a high governmental 
official, and are in direct conflict with warnings issued 
earlier by such other equally high governmental officials 
as Secretary of the Treasury, Director of the Budget, and 
Maury Maverick, representing O.P.W. on State and Local 
Government Requirements -- all of whoa have stated emphat­
ically and publicly that costa of local government must be 
reduced to conserve financial resources. It is regrettable , 
we believe, that Mr . Eccles should now inject confusion into 
publ ic thinking that was beginning to learn that our nation 
must direct every resource to winning this war - to building 
more tanks, more planes, more guns, more ships . It is re­
grettable that Mr. Eccles now would encourage the diversion 
of our full war efforts from this end - that he would , in 
effect, under the guise of preventing infla~ion , ~ncourage 
waste, unnecessary extravagance and efforts not d1rectly 
related to the war program of essential civilian needs. 
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Favorable Comments on THE SPEECH 

Lee E. Titus, Los Angeles, Calif . Con,.ratulations t Your 
Sunday radio address came over clear ~s a bell , and we 
heard every word. " <> " Am sure that we all are appre­
otatlve of your work as Secretary of the Treasury, 

Theo . M. Heck, DuBois , Ill. I am wri t ing to ask you f or 
the plan on company and employees Def ence Bonds Pl an. 
I heard you talk on the plan Sunday evening on radio. 
I am mananger of Boil Coal Co . Mines and had a talk with 
all the boy's Saterday ni6ht . All agread to by Bond on 
check off on pay 10~ on the dollar . 50 employees, thal 
would be 50 Bonds . 

~rtin Bydalek, Bradley, Ill . I am a fa rmer and wi sh to 
help thords this drive by which farme rs would contribute 
to the nation's war effort as organised labor is doing 
in the bombs fo r Tokyo movement . I propose that each 
farme r of the nat i on donate five bushels of soy beans and 
10 bu~hels of corn, which, if carried out over the country, 
would provlte a tremendous store of these grains in the 
interest of Victory. I figure value of each farmer's con­
t r ibut ion would be $14. 

Mrs . George W. Parks , National City, Cali f . I listened 
to your address Sunday afternoon in regard to purchasing 
Defense Bonds and Stamps . I t was a grand speech and I 
think it touched many hear ts and inspired all who heard 
it to dig deeper into our pocketbooks and buy more Stamps . 
and Bonos . 

E. w. fi nch, Blackridge, Va . I missoell my words , but I 
know I have your name spelt ri~ht because I got i~ from a 
dollar bill in my pocket . I l1stened to your rad1o broad­
cast the other night on the subj ect of Series E (Baby) 
Bonds . Then, of course , I wanted to write to somebody so 
I heartly respond to your invita t ion and my impulse to do 
something to bri ng vi ctory for democracy . 

An tonio Panco , Brookl yn, N.Y. I 'm a WPA cement f ~nisher 
and my number is 163169. Since our country went 1n war, 
I abandoned all my amusement, just to save a li~tle money 
every day wi th the intention to buy Defense Sav1ngs Bonds . 
In fact , on January 8th I bought the first one for $18. 75, 
and I 'll buy another one as soon as I can . 

Regraded Unclassified



- 11-

w. D. Handelsman, Seattle, Wash. As an imerican seaman 
and a member of the Marin Cooks and Stewards Union of the 
Pacific Coast, I am obliged to compliment your fine talk 
you made on the radio in r egard to the purchase of U. S. 
Defense Savi ngs Bonds. * * * I myself have put my entire 
savings into Bonds. I have purchased a $1 ,000 Bond and 
will continue to buy Bonds in the future wi t h any money 
that I can spare, for I will never in all my life forget 
Pearl Harbor or Manila. We must, and will , defea t the 
lxis and all aggressors . 

Mrs . C. B. Kennedy, Kingsville, Texas. Your broadcas t 
Sunday evening was so inspiring that I took notes in order 
to present the text to my family at dinner. I bad wondered 
bow families in the medium and lower income brackets could 
share, to any great extent, in the defense program. Now 
so many ideas are crowding into my mind that I feel a 
hesitancy in taking your valuable time to present them. 
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Unf&vor&ble Comments on THE SPEECH 

W. c. Taylor, Downers Grove, Ill. 1m in full &greement 
wi th wh&t you a&y, but am bothered over one question not 
&nawered in your &ddreas , so I am t&king &dv&ntage of 
your expressed wiah that we write to you. I am a sal aried 
mant with no reserves f inancially. If I go out and buy 
Bonde by deductions from~ salary, and tlien Congress 
should paaa a bill making payroll deductions compulsory 
(it has been suggested anythi.ng from five to fifteen per 
cent), I would not be able to meet my obligations. This 
point ia also bothering many f riends of mine. I am sure 
that if it wer e cleared up, Bond sales would certainly 
increase . 

B. J . Darneille, President, Suburban National Bank, Silver 
Spring, Md. We are bring~ to your at tention certain 
local oomments due to a mis1nt erpretation of the spirit 
of your radio address. * * * Certain people here inter­
preted your speech as referring to the possibility of 
confiscation of savi~s accounts, rather than understand­
i ng the true meaning 1n calling upon the people to buy 
Defense Savings Bonds to the utmost of their ability to 
prevent the question of enforced savings. * * * As a 
result, we have had some call upon ua for the withdrawal 
of savings funds , and in some cases , the peopl e have taken 
the money out to carry on their person. * * * This question 
was referred to by certain of our directors in a meeting 
of our Executive Committee yesterday mornin~ , and it was 
requested that this letter be sent you. Th1s bank is 
actively engaged in selling Defense Savings Bonds . We 
urge the purcliase of them by our customers and two of our 
employees spend fulltime in handling their sale. 

S. A. Senion, Chicago, Ill . After listening to your 
broadcast Sunday evening, I take it for granted you are 
having considerable difficulty in disposing of Defense 
Bonds and Stamps . After looking over your posters and 
literature in the Chicago banks , and elsewhere, I can 
readily understand how difficult it is for you to success­
fully conduct this campaign. 
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C. W, Herbert , Crystal Cit~, Wo . o o • Crystal Citf Local 
No . 63 of the Federation of Glass , Ceramic and Sil1ca 
Sand Workers of America , affiliated with the Congress for 
Industrial Organizations , has presented the "Pa~oll 
Deduction Plan fo r the Purchase of Defense Bonds " to the 
management of the Pittsburgh Plate Glasa Company, l ocated 
a t Crystal City , Mo ., and through their office, to the 
central offices in the Grant Building in Pittsburgh, Pa. 
The Pittsburgh Plate Glass Co . rejected the plan, and 
perhaps your office can influence them to reconsider . 

Boyd W. Harwood, Kansas City , Wo . Was much interested in 
your recent radio talk, urging buying of Defense Bonds, 
but wonder why not one word was said in reference to safety 
of principal . In a small Missouri county seat town recently 
I heard that the president of the local bank had expressed 
himself as questioning ability of our Government to take 
care of these obligations . For some of these "small town" 
listeners , a word about safety should, 1 would think, in­
crease their interest in Defense Bonds , 
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Comments ~ TAXATION 

Robert I . Dickey, Urbana, Ill . I believe that millions 
of taxpayers would be willing to pay their income taxes 
in one lump sum if they were told that by doing so , they 
would be aidin~ their country. This would be one more 
way in which c1tizens could show their determination to 
cru.sh the Axis , but is one which the average citizen is 
not likely to think of unless it is called to his atten­
tion. Although there is not ti.me for a long campaign on 
this , substantial results probably could be obtained by 
a direct appeal by yourself or President Roosevelt in 
the near future . * * * Such an appeal would be a logical 
supplement to your program of selling Treasury Tax Notes . 

Robert I . Catlin, Vice President, The Ae tna Casualty and 
Surety Co. West Hart ford , Conn. Having noted that 
Pres ident Roosevelt at his press conference indicated 
there might be some consideration given to plans whereby 
persons paying income tax to t he Govt . might do so on a 
monthly rather than a quarterly basts, may I say I feel 
such a step would be a move in the right di rect ion, and 
a tremendous help to those whose i ncome tax will be 
materially increased beginning with March, 1942. 

Albert N. Smith, Baltimore , Md. * * * I have closely 
followed your career as Secretary, and probably read 
every wor d you have uttered publicly. As a former bank 
executive, with years of experience, and also as a stu­
dent of money and banking, I have been in full agreement 
wi th every position you have taken along financial lines . 
Therefore , being confident of your sincere efforts to 
raise revenue for the needs of our country, without dis­
crimination, I f eel it ~ responsibility in this situation 
to present these facts to you. * * * (Urges taxation of 
"mutual" companies and deposits of Building and Loan Asso­
ciations.) 

C. R. Trobridge, N.Y. C. ~en oonsldering higher ta~atio~, 
considerat ion should be g~ven to the fact t~at the 1~P?Sl­
tion of higher taxation w1ll seriously impa1r the ~b1l1ty 
of men in receipt of fi xed incomes t o continue the1r pay­
menta for purc.hase of life insurance and retirement annui­
ties , which in many cases are their ?nlY provisio~ for 
old-age. This impairment can be mit1gated by mak1ng al­
lowances for such payments along linea similar t o those 
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granted under the British Re venue Act. I therefore 
suggest that the provision in question be studied with 
a view to giving effect to s imilar relief provisions 
in the new Revenue Act for those who are in receipt of 
earned income as defined in the present Revenue Act. 
If a capital levy is being considered, then some exemp­
tion should be granted for capital value of insurance 
and payments for annuities , if the policies were taken 
out or the annuities purchased prior to the declaration 
of war by the United States, or some earlier date. 

Wm. G. Davison, Lawyer, Ardmore, Okla . * **There are 
hundreds and thousands of debtors in the U. s. who owed 
immense sums of 1110ney at the end of the depression in 
1936 . ~ny of these men were wholly insolvent but they 
were honest. They wanted to pay what they owed; they 
have slaved day and night in an effort to pay. There is 
nothing fair, equitable or right in a tax law which makes 
it impossible for these men to pay their just debts, or con­
demns them to a life of servitude to the Govt. * **A tax 
measure oan be so drafted that it will not penalize honesty 
and industry, and I sincer•ely hope that in making your 
recommendations to Congress, you will keep these suggestions 
in mind . 

Anonymous - simply signed, "A Widow". I am a widow, 6B 
years old, and am wondering what one in my position can do 
or how one can live if the income bracket is lowered to 
$500. Most of you do not know what it means to live on 
such a small sum, and you should be considerate enough to 
let the other fellow live . Let me suggest that you try 
living on t ha t sum, with no one to add one cent to your 
income . You might try being more careful too, with the 
other person's money. Spend it as if you were spending 
your own money. And I pray that the Government does not 
give the Unions equal r1ghts with the msnagement of business. 
We are already too much under the yoke of the Unions . Our 
President let John L. Lewis put his foot on his neck - that 
is enough. God help you in your decisions . 
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Senator Francis Valoney forwards to the Secretary a copy 
of a letter received from ReTerend Mr. Floyd Fuller of 
Colchester, Conn. •Notice baa come to me recently through 
the preu that a new tax bill ia being prepared i.n the 
Committee on financ e and that one of the provisions ia 
the lowering of the taxable income to $600 a year, which 
means, on the weekly basis, that a single person receiving 
$9.62 a week will be subject to the income tax . Such a 
provision is not only ridiculous, it is positiTely unjust , 
I am against it , hook, line and sinker . We ouiht to be 
ashamed as a nation dedicated to the cause of justice and 
l i berty for a11• to think eTen of doing such a thing. * * * 
Of course, the tax must be raised, Instead of getting it 
out of the impoverished, I am in faTor of a cap1tal levy, 
if necessary, in order to pay the bills . * * * • 
H. Warshall , Lawyer, Chicago, Ill. (Copy of letter sent 
to Hon. Robert L. Doughten) * * * In our town we have one 
of the few successfully operated municipally owned light 
and power plants. We keep the level of the rates t he se.me 
as t hose privately owned public utilities operating all 
around us, and pay into the corporate fund each year an 
earning of about $100, 000. We use this level of rates and 
the r esulting l ow taxes because i f the ordinary citizen is 
pinched, he can turn of f his light and power , but he can't 
turn off a tax bill. Unless you can introduce what I fear 
are prohibitive refinements into the Income Tax portion of 
the Revenue Act, it will be necessary, in mf opinion, to 
go more heavily into such as excise and sales taxes, which 
the man who is up against it has some chance to turn off 
if be has to, and thereby equalize his burden with others 
in a way which no general law can do . 

c. T. Wisland, LaCrosse, Wis. Y~~ may not be r eceiving 
many letters of this kind, but I think you ought to be 
congratulated on mak~ t he Federal Income Tax blanks more 
simplified. Enough ss1d. 

G. John Gregory, Executive Director , Bureau of Vocational 
Counsel Boston, Mass. May I compliment and thank you for 
the inc~me tax return blank, form 1040A, which saves millions 
of Americans from endless confusion and , in some cases, 
expense in filing thei r income returns . ~ ~ * It is a real 
service to the people and it is so well devised to enable 
any man or woman to f~llow accurately the simple instructions 
given. 
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Favorable Comments ~ BONDS 

Miss Beulah Metcalfe, Secretary, Greene Motor Company, 
Harlan, Ky. u * * I have a diamond which weighs 4.10 carats 
and has a wholesal e commercial value of $1 763.00. If 
this diamond can be u~ed in any way, to heip this country 
during these t:ying t1mes , I shall be ~l~u to turn it in 
for its value 1n U. S. c~~:~~.:::~t Bonds . 

Frank M. Smith, Whittier, Calif. The other d&f I ate at 
a restaurant , and left a couple of 10-cent Defense Stamps 
for the waitress . She smiled and gave me that nod of thank­
fulness that she would not have done for money, no not for 
a quarter. A man next to me spoke about the idea, and 
said be believed he would take up the habit. The only 
drawback to it is the stamps sticking to one's clothing, 
or to each other . Hence the little books handy to carry 
in one's pocket, with a sheet of oil paper on the sticky 
side of the stamps . You have seen books of stamps we some­
times buy at the Post Office -- well, that is the idea. 
I have my two sons in the Navy - one is at Pearl Harbor, 
and the other recentl y wro te us from Iceland. Now if I 
have ~iven you a new 1dea, I 'll soon be proud of myself, 
even 1f I am just a poor old fellow who is retired on the 
65-year old-age limit. 

Mrs . Marian E. Collins, Pottstown, Pennsylvania. Your 
letter of December was greatly appreciated by my husband. 
This U. S. covers e lot of territory, and your acknowledg­
ment of receipt of his purchases of Bonds is very good 
common sense . You see 1t encourages a man to work harder 
ao he can buy more and more . ~ husband is just a laborer 
(the backbone of the defense industry) , with fi ve small 
children under the age of twelve, and when extra_money 
comes in, it is a great temptation to buy the th1ngs you've 
been wanting for ever so long. u ~ * The letter you wrote 
my husband might have been a form letter, but I felt it was 
directed and composed just for him- that is why I wanted 
to answer it . 

W. A. McMahon, Reno, Nevada. Just to advise ~h~t I am not 
going to wait for any l aws to be passed, requ1r1ng employer s 
to bold out 15% of one month's salary to buy Defense B?nds . 
I am employer and employee in~ own office,_and start1~g 
next payday, Jan. 15th, I start to deduct tbu 15% and 1m­

mediately buy a Defense Bond. 
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Val J . Peter, Preaident, Geruan-Aaerican Citizena League 
of Nebraska, Oaaha, Neb. The Federation of Ger.an-Jaerican 
Citizens League of Nebraska paaaed the enclosed resolu­
tions at their laat meeting on Deoeaber 28, 1941, with 
the directions to the offioera of these organizations to 
bring the matter of the paaaing of these reaolutiona to 
your attention. We urge all to make whatever aacrifioea 
that may be necessary in the apirit of complete willing­
neal and cooperation, t hat honor and glory aay come again 
to American citizens of German birth and parentage, in 
this war, like all other ware, in which the Uni t ed Statea 
had a part. * * * Ever71:hing ia being done , through our 
organizations and through our official organ to ~reaa 
upon our people the neceasity to fulfil l their every duty 
to their country through the purchasing of Defense Ste.mpa 
and Bonds. 

Lee H. Demo, Rockwell, Iowa. I am one of the young men of 
our country approaching the age of seventy. * * * However , 
I am still self-supporting for which I am very thankful to 
God. The 8th day of December, 1941, I purchased five $100 
Def ense Bonds . * * * If our Government would name them 
Victory Bon~s . it might increase the sales . Why don't you? 
I 'll buy a $500 Victory Bond (will anyway) . ~ wi fe, not 
to be outdone, will do the same. 

John Verhetsel, Santa MOnica, Calif . I would like to have 
a Bond made out to Colin Kelly, I II, and have hi• mother'• 
name on the Bond. The Bond to be in the amount of $18. 75. 
I do not know what her full name is, other than Mrs. Colin 
Kelly. They told me at the Post Off ice that I had better 
write to the Treasury Dep~ and find out for sure. You will 
know how it should be made out, and l et me kn.ow, and I will 
send you a Post Off ice Koney Order for the amount by return 
mail . 

• 
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H. W. Walker, bat. Alanager, Brooklyn Truat CompaJ11, 
Brooklyn, N. Y. The other day a amal~ poorly clad, wizened 
old lady apfroached the tellers window where we sell 
Defense Sav1~s Stamps . She reached up a hand that waa 
blue with cola and laid two 25-oent pieces on the window 
ledge and asked for one stamp and a book. The teller ex­
plained that the books were supplied free of charge . With 
eyea brightening and a happy tone creeping into b~r voice 
abe asked , •Then I can have two atampa?• The teller 
pasted the stamps in the book for her, and a!ter abe got 
the book abe proudly looked at it and murmured, • I am 
helping. ' While this nation ia made of such aa she, there 
can be no defeat. 

Eugene Kelly, Wunsey Bldg., Washington, D. C. I have been, 
I suppose, one of your foremost critics, but, I might add, 
never a critic of you fersonally . I have been doing aome 
work for the President s Birthday Celebration, and through 
thia endeavor I conceived some ideas which I thought might 
be applicable to your Defense Bonds and Stamps campaign. 
Accordingly, I contacted men in charge of the campaign, 
and I was amazed to discover that not only had my ideaa 
been applied, but they had been improved upon 1,000%. The 
publicity and the organizational follow-up in the Bonds 
and Stamps campaign could not, I dare say, be matched by 
any outside organization. Allow me then, your erstwhile 
critic, to compliment you and your organization on the 
bang-up job you are doing. 

/ 
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Unfavore.ble Comments 2!l Bonds 

Florence Dayton Tilfor d, llonrovill, Calif . We note that 
a certain percentage of the pay envel ope is to be deducted 
f rom low income group before people are allo.wed to spend 
the money that they have worked hard to earn. * * * The 
Government should certainly be congratulated on this move 
as people with this sort of income are unable to fight ' 
back wi th lobbyists in Washington, or lawyers, as the 
Douglasses , Fords and DuPonts do when any move is made 
to reduce their profits and make more we.r multi-million­
aires. The President has rei terated time and again that 
if men were drefted, wealth would also be drafted, but up 
to tliTs time, this hu not been done . 

J . Richard Livingston, Philadelphiat Pa. • * • The campaign 
for the sal e of Defense Stamps and ~onds is now in full 
blast . But, do you know how t ough it is to purchase a Bond? 
I recently filled a book of stamps amounti~ to $18.75, and 
tried to turn it in for a $25 Defense Bond 1n a large Phila­
delphia Bank. After three clerks had inspected the book, 
and then a conference wi th a Vice President, who made a 
telephone call to the Federal Reserve, I was told I would 
have to take the stamps to a Post Office and get cash for 
them~ and then come back to the bank for the Bond. It seems 
the Hderal Reserve will not take Stamps from a benk. I 
imagi ne the public is not going to bUf many stamps if this 
is the sort of thing they have to go throuzh each time . 

Edwin Jansa , Los Angeles , Calif. During a discussion the 
other night in a gr oup of subs~antial and i~luent~al citi­
~ens, all expressed their patr1otism and the1r des1re to 
buy all the Defense Bonds they possibly could. The lLe.jority 
of t he people present who had idle money were holding it in 
anticipation of f uture income and inheritance tax purposes. 
They felt they should be liquid because i n the future when 
they might need the money very badly, the Bonds mi~ht be 
greatly depr eciated in value because of increased 1nterest 
rates the Government might have to pay . # * * I t seems to 
me logi cal that any U. S. Bonds should be redeemab~e at par, 
plus accrued interest, in payment of Federal Inher1tance 
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&nd Income Taxes, and that this step would release into 
the Defense Treasury an immense reservoir of funds held 
back by this same consideration. The U. S. Treasury 
Tax Savings Notes are excellent , but fo r Inheritance Tax 
purposes , would be of no value, 

Frank C, Welch, Cedar Rapids, Iowa. H r st, I want t o tell 
you that this bank bas been in the business of selling 
Defense Bonds since the first day they were authorized for 
sale . ~ * * Now, it is our plan to continue our efforts in 
this regard to the best of our ability, but as President, 
I woulo like to tell you briefly the stockholders' side of 
the story. Ever since Pearl Harbor, 90% of the time of two 
of our employees , and 60% of the time of one of our officers 
has been devoted to the sale of Defense Bonds. * * • When 
I returned to the bank at 5:30 yesterday afternoon, from a 
meeting of the Selective Service Board, I found one of our 
girls still busy working on Defense Bond records . Some two 
weeks ago we had a visit from the Wage Hour Inspector who 
audited our payroll recorda and said we owed our employees 
over $900 more . This we promptly paid, even though we have 
an opinion from our counsel to the effect that we are not 
subject to the Wage Hour Act. Now, of course , all of this 
adds up to real out-of-pocket expense , and it seems to the 
writer that some arrangements should be made by the Treasury 
Department to help not only this bank, but all banks , bridge 
the gap. I have been told by officers of various Federal 
Reserve Banks that they have arrangements with your Depart­
ment whereby they are permitted to bill you once each month 
for their actual out- of-pocket expense in handling business 
for the Treasury Department. Does it not seem to you that 
it would be just as fair and equal for all banks to be allowed 
to do likewise? 

Helen 1. Locke, Augusta, Maine . * * *Our company has a 
"Payroll Allo tment for U. S. Savings Bonds", and their 
goal is 100% enrollment of employees. One of the girls 
who signed up said that she was n~t buying all thet she 
coulc afford because she was afra1d that the Government 
would increase the taxes so that she wo uld not have more 
than enough to live on. * * * American people spend money 
freely and probably will continue to do so as long as they 
can earn it whether it be for luxuries or Defense Bonds , 
so why not give us a chance savings bonds rather than 
feeling tax bonds? 
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Miss Edith Goldenberg, Br ooklyn, N.Y. • * • I went to 
the De Kalb Avenue Branch of the Dime Savioga Bank of 
BrooklynL where I heve an account, to purchase a Bond 
for $18 . '15. I was told that there were no more Bonds 
on hand . When I asked to leave an order, the answer was 
that orders were being accepted for Bonde of large denomina­
tions only. Since there was almost an hour until closing 
time , lack of time for taking orders cannot be considered 
an excuse . Several of my friends with whom I discussed 
this incident reported similar lack of consideration and 
cooperation in their banks, * * * Aside from purely mone­
tary considerations, Defense Bonde are valuable in making 
the small investor feel that he is doing his share in 
the war . Rebuffs such as the one I have described can 
have a very harmful effect not only upon the size of our 
war chest, but also upon the morale of the people . 

H. H. Goddard , Tulsa, Okla. * * * As an American citizen 
and a purchaser of Defense Bonds , having purchased since 
the all-out effort began, for my wife , her mother and my­
self some $43,000 face value of Baby and Defense Bonds, 
I am addressing this letter to you in protest of such use­
less spending as i s described in the article on the build­
i ng of the Sand Sprin&s Levee . I had been led to believe 
that our purchases of Bonds would be used in national defense 
and would help win the war, but here at practically one 
stroke of tlte pen, more than half of my purchases, made at 
considerable sacrifice, go as a political plum to a minor 
politician. * * * Besides, what bas the War Department got 
to do with a project like this now? If there is one branch 
of the Government that should have ita bands more than full 
with real]ltvital things, to the ordinary citizen, it would 
appear to be this one . * * * I appeal to you, you who have 
the great responsibility of financing this war; whose elo­
quent appeal over the radio the other night was a masterful 
effort to do everything possible to see that all effort, 
all expenditure be made only in line with the one object 
of backing up the f ighting men and winning the war . 
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R, ft, WUckley, N. Y.C. In December I received a small 
bonus and invested the money in $5,000 worth of Maturi ty 
Value , Series E, Defense Bonds . I made my subscription 
through the Manufacturers Trust Company, 513 Fifth Ave ., 
N. Y. C. , and was told by them that the Bonds would be dated 
in December . These Bonds were not delivered to me until 
yesterday, and they ar e dated Jan. 12, 1942. In the mean­
time , I had signed up for one $100 Maturity Value Ser ies 
E Bond each month, in a Salary Savings Plan . The bank 
tells me there is nothing they can do about having my 
December purchase dated 1n December, so I can buy no 
further Series E Bonds during 1942. I am not so inter­
ested in these Bonds as en investment, but as a oatriotic 
duty, would have liked to purchase out of my salary each 
month , one $100 Maturity Value Series E Defense Bond . In 
view of the apparent need of the Government for immediate 
cash, it seems that the Treasury Dept . shows red tape and 
inefficiency in this handling of Series E Bond sal es . 

Benjamin M. Kaufman, Larchmont, N.Y. I am encouraged to 
address this communication to you, for recently in one of 
your radio broadcasts you invited citizens to addr ess com­
munications to you with r espect to the sales campaign of 
Defense Bonds . The purpose of my writing this letter is 
to add to the many complaints that you must have been re­
ceiving, as to how much more di fficult it is for the average 
citizen, not benefitted~~ industries, to cont~nue_to 
buy Defense Bonds . Tbe reaso~ is the trem~ndous r1s~ ~n the 
cost of living, particularly 1n the essent1el necess1t1es . 
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January 2), 1942 

TO: HAROLD N . GRAVES 

SUBJECT: PROGRESS RRPORT FROM DEFENSE SAVINGS STAY¥ 

SAUl Ol!' BONDS 

Actual cash receipts trom the sale or l!: , l!' and 

G Bonds tor the first eighteen business days or January 

totalled $685,730,000, an increase ot 154,6 per cent over 

the corresponding number of days tor December. Cash receipts 

trom the sale ot Bonds tor the tirst eighteen busi ness days 

ot December were $269, )68 ,000, November sales for the same 

number ot days were $185 , 208,000. 

SERIES "E" BONDS 

Sales ot Series E Bonds tor the first eighteen 

business days ot January totalled $4J9, 7J5,000, an 1ncroase 

ot 173· 5 per cent over sales tor the same number of business 

days in December. Actual cash recei pts trom the sale ot 

Series E Bonds tor the first eighteen days or December wore 

$160,770, 000, and tor the first eighteen days 1n November 

wore $87, 599, 000. 
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The American Bankers• Aaacciaticn has written all 

banks, u•o~:o ~se ot small ~ute WAn" emblems on checks, 

monthly statements, letterheads, envelopes, and other 

etationery. (Copy ot American Bankers• Association letter 

1a attached). 

The Presidents ot Western Union and Postal 

Telegraph Companies informed the Treasury this week that 

they would place Defense Savings Stamps on sale 1n all or 

their outlets. The two companies combined have more than 

9,000 of fices throughout the country. Western Union has 

already installed the Pay Roll SaYings Plan, and Postal 

author1tiea expect to complete etailar arrangements shortly. 

SP!OIAL ADVBRTISING 

Portfolios prepared b7 the Defense SaYings Statt, 

laying out s everal advertisi ng campaigns tor use by newspaper 

advertisers, were mailed t his week to 943 newspapers who 

replied to queries sent out earlier. (Copy or the portfolio 

1a attached) . 
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NEVISPAPBR CARRn!! PLAN 

As ot January 20th, 555 Daily Newspapers reported 

that their carrier boys had sold 52,8)2, 027 Detenee Stamps 

ot ten-cent denomination, or the cash value thereot 1D Bonds 

or Stamps 1D larger denominations . 

912 Daily Newspapers are now cooperatiDS 1D the 

newspaper carrier plan. 

A special WNewspaper Preas" tor Defense Newspapers, 

published by the Treasury Advisory Committee, was issued this 

week, and copies sent to all newspapers pa.rticipatiDS. 

(Copy attached) . 

EDUCATION 

Pupils ot the Howard Ditteon Junior High School 1D 

Philadelphia have adopted a unique plan to promote interest 

in the Detense SaViDSs Program. At periodi c intervale the 

school operates as it it were actually the Defense SaTinS& 

Start ot the Treasury Department, with ditterent pupils serving 

as Executive Director, Pield Director, Information Director, 

Chief ot Press and Radio Sections, at cetera. Other students 

are given ass ignments and problema ot administration, sales, 

publicity, promotion, exploitation, et cetera, which are die­

cussed under the supervision ot school authorities. 
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EDUCATION (Continu&d) 

The plan, the i dea or a Philadel phia Bu1letin news­

paper oarrier, i s being prepared and expanded by the Bduoation 

Division or the Defense Savings Starr tor adaptation bT sohoola 

generally. 

Pey Roll SaTinge plane tor all teaoher e in Virginia 

have been endorsed bT the State Superintendent or lduoation, 

and letter s are being sent to DiTision SUperintendents, County 

Teaohers' Aasooiations and all teaohers. 

SPECIAL GROUPS 

The Negro Committee tor Mobile County, Alabama, 

reports it is thoroughly organized to begin oanvaseing the 30,000 

Negroea within ita area . The COIIIIIJ.ttee oonsists ot a ohairman 

and thirty DUIIIlbers. 

Jl'm.D OBGARJ:WION -Statue or tield organization work throughout the 

oountry tollowa: 

Red - State and looal 
committees organized 

Blue - St ate oommitteea 
organized 

Yellow - Administrators and/or 
ohairmen appointed 

White - Wot started 

(See map attaohed) 

Statee 

41 

8 

) 

Ch8Jl88S Sinoe 
.ran. 15. 1942 

' 1 

0 - 1 
~(including D.C. , Alaeka, 

Hawaii , and two field 
diTis1ons in California. 
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pre p mnqtTJOIS 

llaU1ns ot the .. ooll4 a4nrt1e-t oD Pq Roll 

Sartllae t~ -re thall 1,000 bue1De .. INblloaUoae wu ..ae 

tb.1e -k. l'lvot ot the Dew a4Tert1e-t 1e attaohe4 • 

.U the reeul.' ot the t1rat a4nrue-t 2,)9S 

requeete -re reoeJ.Te4 aaldns tor 0011plete 1Dto:IIIU.t1oa a'boat 

the Pq Roll SartDae Plu. 

1'1ret 1D a aerlea ot !fen Bullet1De to all houee 

publloa111oD e41tore was .ailed tb.1a week. 'l'lle bullet1a, a 

oop,- ot whioh 1a attaohe4, report• Wbat leaders 1a tb.1e t1eld 

are 4o1AS to ett.ulate ealee ot DetaDee Bonde &Dd staepe, aa4 

11lol114ee u art1ole on •Detuee Bonde 1111T Boabera•. 

U!!IJl "F' APVWI!!!JP 

Ia reepoaae to the t1ret a4Tert1e-t 1n the labor 

pre .. oa tlle Pq Roll Sartlla• Plu, 8) requeete haTe beaD 

reoe1Te4 t~ UDJ.on ott1o1a1e t or o<MQlete 1Dto:IIIU.t1on. 
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LABOR PlliSS 
The t1Te oh1et eouroee ot newe tor ' he labor preea 

haTe proahecl wholehe~ed eupport ot the Detenae SaTiJI&• 

Prosraa. These t1Te ageno1ee are the .&J'L llewa SerTioe, t he 

CIO llewa SerTioe, the Rallroad Brotherhood Jlonthl7 SarTiee 

1eeuecl ~ the etatt ot their weekly publication -Labor• , the 

:recteratecl Preas, a labor news eerTioe ieeuecl daily troa llew 

Torlt and Washington, and the International Labor llewa SerTioe 

1eeued weekly traa Washington. 

Seoretary Jlorgenthau•s ooamendat1on ot the APL ' e 

billion dollar goal was oarr1ed ~ three ot these eerTioea. 

(Cop1ee ot :recterated Press Story and International Labor News 

SerT1oe etor1ee are attaohed) . 

Prints ot a epeo1al L1noolD' s Birthday oartoon, 

drawn ~ 1ohD J!aer, ~1st ot the publ1oat1on, -Labor•, were 

sent to 200 aonthl7 labor journal a, and the print 1e now being 

preparecl 1D t--ool.- eize tor weekly labor press. llonthl7 

publ1oat1ou , whioh already haTe reported they will use the 

oartoon, iuolude the ott1o1al ~ournal ot the tJnited ll1De Workere, 

with a halt-million o1r oulat1on. 

The CIO llewa editorial page, which through titteen 

union and regional edition• baa a o1roulat1on ot more than 

) 00, 000, published a cartoon trom the Detenae Savings Start. 

(Copy attached) . 
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P87 Roll Detenee Savings Plane have been installed 

in 209 radio stati ons und 142 or these have 100 per cent 

membership . {See radio attaobment 11) . 

There are 1 , 015 radio MINUTE KEN now broadcasting 

announcements daily in Kngl.ieh and eleven foreign l~ges. 

Recordings or transcribed meeeages by all 96 

Senatore begins lfond&7, .Tanuary 26. These transcriptions will 

be distributed to radio stations in the Senatore• home states. 

~itteen-minute records in Italian, German, Polish, 

Lithuanian, Yiddish, and Spanish are being prepared for di s­

tribution to 186 f orei gn language stations. {See radio 

attachment #2. ) 

Latin-America ' s weekly program, designed to ~remote 

friendly relations between the Americas, contains a message 

emphasizing the meaning or Defense SaYings. {See radio attach­

ment #) . ) 

A typical example or the cooperation extended to 

Defense Savings by all 186 foreign language stations is attached. 

{See radio attachment #4) . 
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RADIO (Continued) 

Recent examples or Defense Savings and Pay Roll 

Savings radio messages ere attached , 

A. 
B. 
c. 
D. 

E. 

F. 
G. 

Orson Vlelles-~Radio attachment /15) 
Arthur Hale - Radio attachment /16) 
Time to Smile (Eddie Cantor, House Jameson) 

(See a~taohment #?) 
Clifton Utley (Skelly Oil Company-newscasters 

on NBC, Friday, January 2)) 
Rlsa Maxwell -- "Party Line" broadcast, every 

Friday night , 10:00 Pli, NBC, coast-to-coast 
network. 

Faymond Clepper (See attachment IS) 
Payer Company (Second Husband) Helen llenken, 

star, announces that entire cast has signed 
up 100 per cent with Pay Roll Derense Savings 
(Tuesday, January 20 - 7:)0 to 8:00PM, CBS, 
coast-to- coast network) • 

Arrangements have been completed tor two broadcasts 

by Secretary Morgenthau. 

The first is scheduled tor February )rd rrom 8:)0 to 

9 :00 at over the Blue network. Duri ng this broadcast Secretary 

of the Navy Knox will present the Navy's Pey Roll Defense Savings 

check to Secretary Morgenthau. 

The second broadcast by the Secretary and ~resident 

Vlilliem Creon or the AFL is scheduled tor February 22nd over the 

Blue network trom 8:00 to 8: 30 PM. The AFL is planning meetings 

ot 805 locals to hear this broadcast, 
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J•nro (Continued) 

Radio Station flpeaiolH 

JOPOR, Linnoln, Nebrlll!lu.l, bas nigltl.;r progre.a, 
6:20 to 6:)0, WVoioe ot Victory•. During this 
progrem. e.nncuncemente are JDD.de as to nlllllber ot 
locAl t1rme With 100 per cent Po:r Koll Detense 
SaYings Plana, the amount ot Bonds bought b;r 
Tulous organizations oeoh de;r • 

• 
VRD, ~soalooae., Alcbeme., during "Pcy Detenae 
Bond Week• aohioTod cooperation ot all merchants 
and bustnesa man 1n area. Plane he.ve been J:ado 
tor radio contest based on Bonds and St~e and 
with prizes or stupe. 

DIO, 'l'aooJna, 'WI!Iahinst;on - On ll'ehl'\ter;r lith wil~ 
devote a complete broe.dce~t de.;r to the promotion 
and sale ot Bonds end Stamps end will also include 
MINUTE MAN broadne.st. 

liJTL, Fort ~derdale , J'loride. - Ever:r Se.turde.;r 
trom 4:)0 to ~:00 PK broadcasts over MBS, coast-to­
coast network race results , ends progre.a with two­
lllinute announcement on Bonds end St8lllpe. 

AD unusual drawing in colore, paying tribute to lUes 

Lombard ' s service to the nation as a Detenae Bond saleeman, 

appeared on the tront page ot the Chtcuso Tribune on 'l'ueade,y, 

1anuary 21. (Copy attached). 

The second mailing of comio cartoons (L'il Abner, tbl!l 

Oumps, Snutry Smith and Smitt;r) M~re Dtailed Thursday, J'enuar:r 

22 to all daily newspapers. Two or tho cartoons feature PIIJ" Roll 
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PRESS (Continued) 

Another publici tT cartoon was sent to dailT newspaper s 

and a mat ot bea~igbt champion Joe Louia showing Kika Jacoba 

the Detenae Bond be bought at the ~ induction center is being 

mailed to the Negro Preas. 

A gal.lq proot ot "Xditorial and Newe l'lllers" 18 to 

be mAiled this week to all newspapers. 

A surveT ot all weekly newspapers published 1n Maryland 

du.r i .ng one week was made b)' Western Newape.per Union. This surveT 

showed that the 73 papers carried 84 ditterent insertions ot the 

Detense Savings Statt comic cartoons, political cartoons , "War 

Needs MoneT" COPT. end the MINUTE MAN design . 

TELBVISION 

The CBS Detense Savings telecast inaugurated on January 

10, over Station WCDIJ, repeated the feature "Buy A Bond" prograa 

on January 17. 

WNBT, NBC • s television station, is also using programa 

to promote Bond and Stamp sales. 

NEW SONQS 

Two new 4rvi ng Berlin ~umbers are being sent out to all 

radio stations tor their dailT use . These songs are "I Paid M7 

Income Tax Today" and "At The President's Birthday Ball". 
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IJ!BB'![f 
Schedules ot newsreel shots ot Carole Lombard at 

the Indianapolis Bond Rally on the eve ot her tatal tligbt; 

ot DenTer Boys Aid Detenee by b\IT1Dc etuq~e , and ot "Box 

Ottioe Plan J'or Victory• started in Atlanta, Georgia, ere 

attached troa P~unt and J'ox llortetone Rew~~. 

llOYD STARS 

'l'he Boll;rwoo4 eoreen stare 'llho are oOIIIing to 

Washington tor the ~resident's Birthday Ball will stop at 

Alberquerque, New ·Kexioo; Xansas City, Missouri; Chicago, 

Illinois; and Indianapolis, Indiana tor railroad platform, 

radio and press interviews in the interest ot the Uefense 

Sa'Yings Program. On their return to Holl:ywood they are alao 

making speoi,al stope. 

Lucy Monroe will begin a 52 week nation-wide tour 

to p~t• D&renee Bond sales . The entire expenses ot her 

trip are being financed by the RCA Victor Company and she will 

be billed u "The Kinute Man Songstre• ot VictorY". She will 

visit one city each week, presiding at a song teet. The 

admission price at each ot these gatherings will be one dollar's 

worth ot Detenes Savings Staaps. 
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JIOVIl'! STARS (Continued l 

Babu, the "nephant Boy" ot the Alexander ll:orda 

tilma, begina his nation-wide tour or Newapaper Carrier Bo7 

Keetings troa Washington on Konda,y, J'anuar., 26. A coP7 ot 

hie prel1minar., itiner&.r7 ill attached. 

Movie atars will be teatured at a rally to be hel4 

in Medina Ta.ple in Chicago on J'ebrullr"J 12. This ill bein& 

announced aa a Lincoln' s Birthday Defense Savings Bond Rall7. 

J'udy Canova, the ,:'Bill Billy" star, 1a scheduled to 

make tive appearances at Bond rallies in Florida under the 

direction or the State Administrator' s Ottice . 

J'red S&llllllis, ed1 tor or "RAd.io Wirror", and aosietant 

editor ot the KcJ'adden Publ.icatiODS Women's Group, has 

volunteered to serve ae Defense Bavin&e Start consultant on 

publicity in rad.io and morte tan magaz.ines . He plane to 

contact editora next week and to outline a plan tor continuing 

support ot the Defense Savings Program. 

Liberty Magazine, in the J'anuary 24 issue, published 

an appeal to readers to buy Bonds and Stamps in •The La at Wen-d • 

oolllllll oonduoted by Ed.itor Fulton Oursler. (Copy attaohed) . 
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Jtgt7JD' (On!1p!!l) 

'1'1M llap.z1Do publiah!!l a pbotograph ot Carel.o 

Lca'baft wi11h a Dotaaa 8a'I'1D&a poater 1n tho baoJtcrou4 u4 

..nt1oa!!l her aal'Yioa at tho IDd1aaapol1a Bond Rall.J 1a lta 

aoooua) ot her death. (Cow attooh!!l). 

~· Jlap.%.1na'a OUl'l"'Dt 1 .. ua oanloa a tlall .-.o 
p1oturo ot llba Lcabe:rtl loa41.Dc tho lDd1aaapol.b Rally 1D IIOIIC• 

(~oar ahaat attaoh!!l). 

DI1m9T Mtn 

Detoaaa Bond aal.oa through tho mad11111 ot D1root Jleil 

totalled 11. 7,222,).t.6 u ot lanua1'7 22. Saloa tor tho laat weall: 

were t776,139· 

!ha laat two ma1l1'18a, a '1'h11'd Ouat-r llall.illg and a 

Seoond Pro.,.ot Va111ng, are Juat bog1Dniq to abow roaulta. 

In tour daya ot pull1JI8 tho .. two Milill8a han produo!!l or4ara 

tota111J18 11.40,2)9. 

yw p RIPOJ\f OJ PAT ROLL SA!Il!os 

'!'he Gl.aan Marth plant in · Bal t1mora, 'Val'Tlan4 1Datal.l!!l 

a Pay Roll S.Ttnga Plan an4 oxpaota 100 per oont part1o1pat1on 

IIIIOIIC 1te )5,000 a.ployeae. 
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zxpn BRQRT 01! PAJ' ROLL BA.JI!OS ( Coptipuf4} 

'fhe Weirton 811eal COIIIPIUQ', Weirtoll. , We8t Vir&inia 

(10, 000 eii\Pl07888) , UlllO\IJIOed l t. Pq Roll 8aving8 Plan, &114 

1n a tbree-dq 1nt~81Te o.-palgn obtained 7,?78 subaoriptlone 

tor 8 total ot $1,121 ,92~. 'fhq haTe proTided buttona tor 

•plo:reee, the tlr8t ODe lndloatlna th.e taot that the eaployee 

baa eigned a Pq Roll 8av1nge J.uthorlzation and 1e partioipatlna. 

The a8oond button i8 giTan to the eaplo:ree atter he beoa.ea a 

Bond owner. Thla procedure baa been errectiTa 1n getting 

participation. 

The Celanese Corporation or America, CUmberland, 

llt.r7land, with 10,000 41111Pl07eea, hae more than 6 , ooo signed up , 

with an aTerage allotment ot $1.2~ per week. They expect better 

than 90 per cent participation by the end ot 1&nUf.r7• 

Large ccapanies announcing their plan th18 weak include 

Shell 011 Company and the J.llagheny Ludlua Steel Company. 

are: 

Large ooucerna with a high per oent or participation 

Jtohl.er Company, X:ohl.er , Wisconsin - 4,500 employees, 
86 per cent 

lfwm Busch Shoe Company, Jlilwaukee, Wisooneln -
1,500 employees, 100 per oent 
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rpr,p J!BPORT 0! PAJ ROLL SAVINGS (Oont1Aut4) 

Allleriou Woolen 0911P8J17, Winooald., Ve:r110nt -
2, 600 -.ployeea, 99 per oeat 

The Poet Ottioe in St . Pa\11, llinneeota -
1,095 a.ployeea, 80 per oent 

South Dakota, Nevada, .b-izona, lilaine ud Hew lila:doo 

have Par Roll SaViDge in all oonoerna within the State with 

over 500 employees. All State reports are not oa.pleted tor 

th1a weak. 

X:entucll:;r, in ten days, i .nete.lled 92 additional Par 

Roll Savings plana out ot 100 oonoerne oontaoted. A Par Roll 

Savings plan tor state employees baa been approved by the 

Governor. A meeting ot department beads was held .Tanuary 20 , 

oe.lled by the Governor. The Par Roll Savings plan bas been 

adopted by the City ot Louisville. 

Sixteen oonoerna employing 500 or more have adopted 

Par Roll Sart.nga in New ~ahir.e. Twelve Ute underwriter• 

are world.ng out ot Dover and thirt:r out ot lllanobeater. A 

meeting with the Mayor in lilanobaeter was held .Tanuar:r 22 to 

eeoure inatallation or Pay Roll Savings tor .unioipal eaplo:reee. 

Committees have been instructed in Par Roll Sartnga 

installation this week 1D nine oounties in Texas. 
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rm,J? RIPOBT 01! PAI aou. 8A'VI1!98 !Cont1nut4l 

A committee or 2~6 ... bare ia workins on Pay Bol l 

8aT1D81 1n :tnnertlle, In4iena; population, 96, 000. 

In t-lve oountiea in Iowa, two pra-arra.nsed -•t-

1Jl8a or industrialists, labor repreeentativee end lira 

underwriters were bald each d117 ror o.ne weak. Attendance 

r8Jl8ed rroa 65 to 175 at eaob aeet1Jl8 aDd 100 per cent 

accaptence or the P117 Roll Sa.T1Jl8e plan was the rule. 1 , 500 

labor unionists (packers) attended a P117 Roll Savings aeet1Jl8 

in Me. son City. 

All 1700 employees or the Mille Novel ty Company or 

Chicago , Illinois have signed up ror Pay Roll Savings. Barry 

Wood, in person, addressed the Mille employees over the 

oompany'e public address system. 

WOMI!If ' S A9TI V I'rDS 

A boot.b ror the diee.aination or inrormation end the 

sale ot Datense Sa.T1Jl8S stupe baa been eat up at the Martlower 

Hotel in Washington, »• c. tor the annual board meetill8 ot the 

General federation or Women's Clubs, lanuary 2), 2~, 25 and 26. 

About 1,000 members are attendill8 the eesaiona. 
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WOM!N'S ACTIVITIES (Continued) 

Among • aalealadiea• at the booth, ~ll be Kra. 

Henry Wallace, wbo also will be heard during a Colwabia 

Broadcasting System network broadcast ~omen In The Lob~w. 

The pledge clllllpaign ot the Detenae SaTings Prograa 

will be explained to delegatee b)' Harold Jll . Gra•ea, and 

arrangements haYe been made b)' the Federation tor meaber 

chapters to engage in a •pledge competition contest•. 

O!JTOOOR APVERTISING ASSOCIATIONS 

We haYe been ottered the tacilities ot the 

associations tor posting 35 , 000 twenty-tour sh~et posters 

to be on association members' boards throughout the countr.r, 

beginning between Karch l and Karch 15. The design tor this 

poster was turniahed by the association and all arrangement• 

tor possible adYertising b)' plant owners will be made by the 

associ ation. The Treasury Department turnishes only the paper 

necessary tor the posters • 

•••••• 
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TEL'~GRAM SENT 

HRL 
Th1s ttltgr~m muat bt 
p~r~phr~std btfort bting 
oommun1cPttd to nnyont 
othEr thPn ~ Govtrnmtntn1 
rgEncy. (ER) 

A:·:DE LGAT, 

Jnnur ry 23, 1942 

Moon 

RIO DE JANEIRO , (?rtAZIL) . 

FOR \•.HI':'<" FRO~' S'O:C"".:TA?Y }~"G"'NTHAU . 

458 

QUOT~ . Your 40, Jpnu~ry 22 , 4 p. m. Your vts1t to 

?utnos AirEs hne my Ppprov~l. END QUOTE 

F'D: F'L:BJ.!cB 

HULL 
(FL) 
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OIP.t.RTMDIT Of STATE 

( THE SECRETARY 

January 24, 1942 

y,t;MOAANDIM FOP. THE SECRETARY OF 
. THE tRtASURi 

Anewer1ng your note to ~d 
on yesterdaY relattve to the 
proposed Chtneee l oan propo · -
tton, I herewith enclose, tor 
whatever 1t may be worth to you 
and your aeeoct atea, eome memoran­
da on the subject, prepared by 
some o! my a ssociates here. 

I 
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DEPARTMENT OF STATE 

AsSISTANT SECRETA.RY 

January 23, 1942 

MEMORAIIDUM 

Proposed Chinese 12!u 

Secretary Morgenthau•s plan to grant credit to the 

Chinese by offer1!1j; to pay the Chinese Army has been de­

clined by tho Generalissimo, He has reverted to his 

"original proposal that the Un1 ted States c ro.nt to China 

a political loan or $SOO, OOO, OOO, which would be the only 

moans of preventing impending eoono1n1c collapse. This 

loan should be regarded in tho light of o.n advance to an 

ally f1(;hting against a common enemy, thus requirins no 

security or other prearraneed terms as to its use and as 

regards means of repayment . " (J.leasago from the General1s-

81.mo to Secretary !Jorgenthau transmitted January 21 , 1942) . 

The Department has already recommended that a 

"politi cal" loan be mace to the Generalissimo in the 

amount of ~30o, ooo , ooo . 

The objectives of the loan in even amount are : 

( 1) To strengthen the znoro.lo ~~Ali ... nl • e CJ S}>t of 

the Chinese Government, and 

(2) So far as possible, to sto.vo off economic 

collapse 

Regraded Unclassified



( 
451 

- 2-

collapse occasioned by the continued inrlation or paper money. 

The chief conditions within which these objectives have 

to bo obtained are t hese : 

(u) The Generalissimo is likely to be cut off from 

roreicn imports , other than such arms end munitions as may 

reach him over the Burma Road and most of which can be taken 

care or by Lease- Lend operations . Foreign curr ency, there­

fore , is of little use to him for tho purpose of payinG for 

imports. 

(b) 'i'he loan must be so handled that 1t 1'11ll enable 

the Generalissimo to pay for r.oods, services , enu military 

expenseo o.ll of which are obtained i n China. llecessarily, 

those payments wi l l havo to be 1'\llUO in Chinese currency, 

nrunoly , yullll. 

(c) It follows that the loan of Amer i can collars must 

oo so handled as to ~;ive the l'lllxlmut:l of political encourace­

mcnt to the Chinese vovernr.ent , and also so as to &ive the 

Chinese Government a l8.l·t;e amount of yuan ,.,ithout further 

int'lating or weS.:<enine the vo.lue of yuan in China. 
11.,-""',; 1<4/ ~ ~ 

(d) The present exchance vo.luo of the yuan is ~--
A 

cents , but it is probably over valued. 
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(e) Any loan of dollars which 1a given to the 

Generaliss i mo has to be convertod by him into yuan in some 

fashion . 

Duo to the pol itical and military ::.1 tuation, Yie do 

not l~ve any strong posi tion to impose onorous conditions 

on the Chinese Government in respect of this loan. \'le are 

advised that to get the maximuc political effect there 

should be the greatest generosity, and the full est consul­

tation with the Chinese Government . They should not be 

merely handed a scheme but should rather be consulted as 

an !Illy. 

F'rom the Department • s point of view, it woul d seem 

that the firs t step should bo to opon consultations at 

once, presumabl y with J.!r . 'l' . V. Soonc;, i ndicating a 1Yill1ng­

nes~ to make a loan of possible \,.liOO, OOO, OOO dollars. ole 

should ask what the genel'al plans for usill!; this loan o.re , 

and the proposeci Chinese method of handlill(; it. 

It would see::t desirable from our point of view that 

tho loan should take the form of a Cl'tHiit of An'.erican 

dollars . This c r edit might be used i n either of two ways : 

(1) To guarantee paymontc of intorest and amortiza­

tion on an i nternal Chinese loan to be floated in China 

by 
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bJ the Ocerllliui1110 and aold to the Cbinaae urchclte, 

bmlu, ~.,. lendera, etG, 'l'hia loan would ba a dollar 

loan, It 1111ght be bousht b'J the Chine .. 1n 'J1Wl• Tbia 

would 1110p up ae·nral bil11ona or paper 'J1W1 and put th­

in the handa or the Oeneral1aa1mo. He could u .. thea 

then to pa'J hia current expeneea, thereb'J ue1ng existing 

'J1Wl• inataad or pr1nti.ng additional 'J1W1 aa he does now. 

The credit would be dra1111 not at once but graduall'J, to 

uet the aervi.ce charges or the internal loan, and could 

be drawn trom here aa such inetllll_,te tell due . 

A second method, it praGt1cable, might be to open 

the credit and have 1t available to the Oeneralissimo, 

in ,.uan, 1n Chungking. 'l'bia would involve setting up 

machiner,. b'J which American agents would purchase 'JU&n 

in China tor dol1ars and turn them over to the General­

iuimo, Tbia likewise baa the etteGt or mopping up the 

paper 'J1Wl• The purchase would, or course, strangthen 

the exchange value or the }'1W1 and thus work against the 

1ntlatioa wbich ia at present making trouble, 

Both methode would have the benet1 t or not trans­

tarring the entire cred1 t to the Oaneralies1mo at once, 

but rather or bavi.ng 1 t available i .n auCih quanti ti .. as 

he 1111ght need, 11100th b'J month. Should any disaster 

occur, 
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occur, the unexpended balance would then remain in American 

hands , 

The British have expressed e. desire to be in on t his , 

They are thinking in low figures -- the maximwn we have 

heard is BO million dollars which is small in cooparison 

to the Generalissimo's request , This would have to be 

made available in sterling, 

It is suggested that consultations be commenced 

forthwith on this basis, It would seem unnecessary to 

draw the British into the picture until the discussions 

have become more really definitive though we m1eht keep 

t hem informed so that they could express an interest if 

they so desired, 

The suggestions made as to possible uses of the loan 

or credit should not be construed as bei ng inflexible. It 

is qui t e probable that a hiGh decree of nexibill ty in use 

11111 be needed, In determining the general progrELD, the 

recommendations made by Gauss and by Sir Otto lfiemeyer 

oucht to be taken into careful consideration. Possibl~ 

!llr , T. v, Soong could be brou(lht into aureement with 

some part of this program. 

I n particular the possibility of usinc part of the 

American advance to increase tho supply of c oods produced 

in 
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in China or -de available in China to the mi litary l"orcea 

merits turtber cona1deration. 

A. A. B •• Jr. 

• 
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DEPARTMENT OF STATE 46€ 

January 24, 1942 

8 

Dear Kr, Secretary: 

I have the following comments on the attached 

1118mor andum: 

1. I think that i t would be highly desirable to 

begin consultations with the Chinese as to their plans 

tor using and handling a loan, expressing, at the same 

time, our willingness to extend such a loan in some such 

amount as $5oo,ooo,ooo. 
2 . I t hink the rlrs t or the two nethods tor using 

the dollar credit, suggested on pages 3-4 or the memorandum, 

is preferable to the second and mi ght well be proposed 

by us in the course or the discussions. I should, how­

ever , add to the pr oposal that the dollar credit would be 

at the disposal or the Chinese Government either tor 

f or eign payments or tor use as a service and amortizati on 

fund tor an internal yuan loan, repayable in American 

dollars , both as t o interest and pri ncipal. 

, 

Leo Pasvolsky 
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Jen\IAJ7 22, 1~ 

111 clear Mr. Pruiclent: 

I aa forwarding the inoloaecl c:ol'­

reaponclenc:e fro. Jtr. T. V. Soong. Jaturill7, 

I aa cliaappointecl in the oontenta. 

What do JOU auggeat Ll our next 

mon? 

The Prealdent, 

The lhl te Bouae. 

Copiu to: The 
The 
The 

Sinoerel7 youra, 

Seoretery of State/ 
Seoretery of Iller 
Seoretary or the NaT,T 

4.67 
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Jauuary 21, 1842 

• 
My dear llr. Secretuys 

Durin' your aboence traa 9aoh1D~on I recoieed 

the enclooed -•••r tor you traa the C.neraliooillo. 

Since llr. l'o.x 1o due to o.rrl n in l'ioohin~on 

ohort1y , it occur a to •• that you ••Y like to hne an opportunity 

or ooe in~ him and hoarin~ rrom h111 or the oituation in China 

before you renew diocu01lono with mo. llowner I ""' at your 

dlopooal a t any tillo, ohou1d you wl oh to oee me earl i er. 

S1Dcere ly youra, 

T. v. Socn, 

The Honorable 
The Secretory or tho Tr oooury 

Waohifi~on, D. c. 
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The Genera liooboo deeply appraoiatoo Secret ory Wor~ontnau •o 

atrorto which baY a aatar1al1 .. 4 i n a propoul thot the u, ~. Gonrmont 

would undertake to p~ for the aaintanance of port of the ~hineoe onoy 

in U,S, Dollar DOtal, After careful CODoidor a tion, however, he doubto 

.nat bor thio ochllll i o practicable. P~ent of Chineoe ooldiert in U. S. 

currency would tend to create a ele&Y&I,• between the arw.y and the ~eneral 

econcooic otruoture 1n China which aoy actually hatton tho collapte or the 

Ch ineae currency. Before Mr. Fox left Chungk1n~ the ,Ceneral1 .. 1ao had a 

lont diocuooion with him in which he pointed out a number of reoaona w~ 

he conaidered the ocheme difficult of application and which he uk•d 

U_r, Fox to convey to Secreta_ry Morrenthau. 

The Generaliaaimo urrent ly r equeoto that careful considera tion 

be ghen to hh original propoaol that the United Statea grant to Chin& • 

polit i cal loan or 500 million U.S. dollort, wh ich wou l d be the only me ant 

to prOYent an impending econCIIi c collapoo. Thio loon should be rer or ded 

in the light of an adYance to an ally fi~hting a ra inat a concon en~y . 

thua requ1r1n.& no aecurity or othe r pre-arra nc.ed t enea aa to its uae and 

•• re6&rde meana of repayment. 
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TO 

FROM 

5ubjec t: 

( 

TREASURY DEPARTMENT 

INTER OFl'ICE COMMUNICATION 

llr. 'lObi te 

Mr . Friedtnan 

Dl.gest of despatch from Ambs.ssedor Ge.uss dated 
Decembe r 31, 19~1. 

470 

t . Amb~csador Gau~ e in despatch dated December 31, 
1941 e ncloses: 

(a) We~crandum or his conversation on Decembe r 20 
r.ith the Briti sh Amba3eador; 

(b) a~~or~r.du• ~repared by Sir Otto Niemeye r 
ln regard to Pconomto problems; 

(c) Memorandum repor ting the conversation or 
Mr. Vi ncent or the America n Embassy on 
December 15 with Sir Otto Niemeyer. 

2, The ~rit1sh Amb~esador pre~ented to our Ambassador 
a copy of a memorandum pr~pared by Sir Ot·•o 
lliemeyer e.nd i ndica ted that he wished American 
oupport i n taking up the sub.1eot ot the econo,1o­
f 1nanch. l s1 tuat1on w1 t h the Gencral1ss 1m:) , 
Amb!l•sador Ga•Ass suggested tha t Sir Otto should 
a-cproach the General1se1 mo dlre.: tly, Ambas<'r.dor 
Gause Ce>ll!illents the t he • ewmot underctand the 
apparent ~1s1ncl1net1on ot Niemeyer to approach 
t!le Gent" ral1 s slmo. • 

The 1ntormat1on regarding tconom1c and t1nanc1a l 
con.U tlone in Chi:l& con~ 1ned in the e'lclosed • 
memorandum repea ts and contirmF i nf or mation 
received 1n earlier cnblea. 
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In reply refar to 
FD S93· 51/7389 

JaCUAry 20 , 1942 

':'he Secre tary of State preoenta hh co=plt.enta to 

the l!oncrable the Secretary of t he 'l'r..,.ur:r and enclooea 

a cop;r o! deeJ)at ch no, 261 , f r om the A.Mrican :::.Oba..,y, 

Cbun«ldng, ChiDB., datad Dece11ber 3}. , 1941, concer11ing 

tbe oubJeot !inance, and economic conclitiono in China. 

::'roCI Etlbaeoy, Clnulg<dnc, 
no . 261, December 31, 1941, 

4.?1 

Regraded Unclassified



ll 
2/ 
3/ 

r 

472 

.............. Jl. 191J1. 

... 161. ... ,, "-• ... '• o • .aul- 1a ~ 

m.. •••• v ... ,. 

lUI 

!be---~ of ltate, 
Wullt ...... D,O. 

lUll ret-- to ., \tol"'CC"'U Joe. 515 u4 516 of 
»eo.-.r 2ln, ...,ont.c o__..u ... wl\ll .u lri\hll ~.ao 
llae.-4or uA liz 0\\o 11_,.,., llMA of til• l rl\hll --s.o 
& .. loa w C.t.a, lll repr4 to t1-lal uA eoo110111o coa~ 
\lOill aa4 pro'blae ill Chill&, I lle.,. \be lloaor to -lo•• 
(l) -ftlllla et ., oo-•Uoll Oil Deoeaber 1!10\ll with \be 
lr1Ueh Aa'bae.U.., (2) _........... prepared. b7 11r 0\\o n .. 
M7W lll reprl w _,_o prob1e••• uA (J) •..a,...._ 
l'tiPOJ'UIIC llr, Tbont'• oo-•Uoll Oil »eo..-oer 18 wl\h Sir 
0\\e 11-JW• 

c. li:. o.u •• 

bolo ....... l-3 .... ft&\to4. 

Orlc1al aa4 ou oop:r b7 air •U w \be Dtpar\811l\. 
hw ooplle 'b:r pnllll w \be »-p&r\8nt. 

~, .• 
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!:nel o111re 110 . 1 t o De1po.toh no . 256, 
elated ~oUiber ;n . 1941 , ! r o10 tho 
:::.bany at ChUD,'!ldD~t. 

O:OlWlDUll OF COliV:::RSl'l'I OU Dcct<lber a:l , 1~1 

lk!bJoc t I JW:onomie-?ino.nc lal lltllllllr .. Ur01o ~t i n 
Chi no. with the Out br.,.k ot the war 1 n 
the Pac 1f'1c. 

Pre aentl Sir Archibald Cltu·k- i(err , llrithh Al:lba .. a 4or 
ur . Go.uae 

Sir Ar chi bal d Clark-::err c11lled on me thh mor lllng 
by appointmen~ a nd hand• d oe the attached copy of a 10010er~J.Do 

<111» pre.>are~ b:y Si r Ot t o liieoeyer (h•ad ot t he llr iHsh 
: conoaie Lioaion t o Chi na) outli 11ing economic- financial 
CA!a11u-u cona1dered b:y h1u a a urgent in China with the 
outbreak of t he war In t be Pacifi c . 

Sir Archibald sai d that Si r 0 B o l<it11oyer had been 
unabl e to a,rou•e ~he ~niater of ?1naact, Dr . s . H. Auag, 
to cona14erati on of the urgent probleca r eeulti%26 f roo 
~he ou.tbreak of the ,;ar ; Dr. !tur..:; i a ill , and seems to be 
oome.n.ot 116J'OlClf" in mind, llblle t he VIce t!llllot <ro ot 
Fi~~nce , 0. K, Yui a nd Y, C. Xoo , eeec to be full cog­
ni~ot of the necessities c~ ~~e ~1~~~ 1on they are ~ble 
to du an~thing ; the:y 4o not have the cour~~ge t o go o• er Dr. 
Kung 1 a head. 

Sir Archi bal d mentioned t hnt Si r Ot to Ni eme)'<'= !:ad 
r ecentl y outlined t o Mr. Vi ncent , i'lrat Secrot o.ry e: ~hie 

.":l~u:·, t he tinancio.l-econoa>ic oHuation. I acknowled$ed 
tb~t I bad 1.,...-ned f r o;a !..>· . Vincent of thto conn r satlon. 

~e Br i t ish .Ub.usador said he "lobed t o consult with 
ce aa to the ate~o which shoul d be taken in the preaen~ 
•lt~:..:io:: oi::.:;: ;;~ . ~ apparently 1a unable or unwilling 
to 1 i.,.. hh nl nd t o it. ;!e ~elt thnt m llo thh h a deli­
cat e 4oce at1c 'Dr oble<> i n 11hlcb we ohould be ca:>tiO'la about 
lnter!ori~, neTer thel e as he felt Lbat i~ aboal' be taken 
up, probabl y with tbe Generaliasl~ - and oy the ao• of •we• 
indicat ed his thouent that I ohould Jo i n with him In doi ng 
ao. 

I r ead t he memora nclllm f r om Sir Ot t o lli emeyer a.Dd pointed 
oat t o the Britioh Ambo•oador t hat , af t er a ll, Sir Otto ic 
an eoonomiat and financ ial exper t of high r eputation, t hat 
he came t o Ohina on hia economic mi a~ion on on 111Y1tntion 
f r om t ho Generalles imo to the Britioh Oo•~r11111ent , a nd that 
r eeollll•enclAt ion a f r om a man of Sir Ot to ' • otandinc ohould 
certai nly r ec eive ~~· moot at tenti ve conoideration by t ba 
:htne~c Oover~ent . 1 eontlnued thnt it aeemed to me that 
Sir Ot to ohould c>ake t he ap,.roach to tbe ~neraliaaimo , 

banding hlc a caref cl:.Y r-:-epo.red c ecora.nclllm, tn aa oim~le 

47'? 
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l•ftii"'CO aa poadllle tor U.. o-lhalao baa 11\\lo wu!er­•'•..,'"1 of fiii&IICI aa4 eoo~ca; \b&~ tlla a-rouwb>a 
.~>oal4 M caretu41.7 tra.J>alate4 iato Chino11: w \bat 111 ... 
MfW lllcllt a.ppropriate l7 .abo 1\ laloWD to t he Gneralhailoo 
\bat hie f1D41aga aD4 reeo-Ddatlolll i n t lll praaont •er­
CU07 ba4 ll .. n -.4a laloWD to tho !rithh GoYiruent - aD4 
1 """'-4 ban 110 oliJeotion to bh eayiJIC tM.t • .. ba'l'l l>oc 
...,h 1ntereate4 in thh ov.l>Jeot bo baa aleo Mde thea laloWD 
to the .t.aerioaa J.a'b&a•cll>r for tho intoraation of the 
.t.aaricu Go.,.r,..nt. 1 -oted that Sl.r Otto .,.,t feel 
thet tl!ltre 1a little 1'alne to hh r omainiDC here on &n 

" econoaio ahaion of 111Cl'OJ.rT it he h not entitled to ba1'o 
t ree aocela to the Gouralhalao, to pr e aont hh 1'1ewa u4 
reoomMD.4&tiou, w ba•e thea at leaat C11'en cou14erat1on. 

Sir .t.rchi'b&ld COJUDented that ~ Yi.,.a tollo,..d •er,. 
.ucb alo"C the line of what he had l>eon tbillld.IIC: be l>elieYed 
that perllapa ll1e•71r ahov.ld prepare a aiJIIllo but careful 
•-raD4v.a on tho ov.l>Ject alld thee he (Sir .&rchi'b&ld Clarlo­
lerr) tbou44 taka 1t to the Gueralh ai80 , (1 C&llllOt wu!er­
eta.Dd the ~parect 41e1DC>lbatioc o f lllne)'Or to approach 
the Oecerallnt.o. ) I took oceaaion to c01110ect that 1 
tho"ibt that it 11...,...- nre t o aeo tho OIMraliaelao u4 
1r111>ait hie rec-114&Uoca, t bo7 -et 1>e 11et e Md to; whereao, 
t or icetanca, it I, who ell> cot hold ~~~lt out ae an ecocoaht 
or u-ial lllpart, ... re to approach t he Gaaeralhalao on 
IQCh a wl>Ject, DJ>leu 'O.lld.er icetruotioca of 1117 Goyer-ent, 
h .. •Scht richtl-7 th1nlt tbat 1 waa icterteriDC ic what 1o a 
claa .. tic Cb1coea problea, allci enn 1t ho 41d not e&7 that, 
lie would not reprd •• ae an upert to whoao adYice he 

, abollld c1 ,., attention. 1 tho~~&lt111o .. ;yer • • 1c an 1cieal 
p,oa1tion to appro.ch the Goneraliaabto - h1o at• ndiDC aDd 
reputation; the tact that he i e in China 1n re~onae to the 
Ganoralha1110 1 a 1n1'1tat1on to the llritiah Gonrcaec t , etc., 
e\o. 

Ratarricc to a poaa1ble lOIIJI to Ch\ca oc which an 
internal bond h aue llight 1>e atte11pted iD an effort to olo• 
QP au.rrane7 intlatio.c, Sl.r .t.rchi'b&l4 aeid that he under­
atande that what 1a intended 1a that the bonda ahall be cnarant .. d bJ' tho ! ritlah and J.aeriC&Jl GoYer-nta, &I tO 
principal - inter eat being an oblip tion of China. He oa1d 
that t he ..,bJec t l e now befor e t he !riUah Gonrnaect and 
h bail~& 41ecuelld with the BriUah 'l'raaeur:r • hich, it 1t 
finde t he propoaale f •eible, will W>cll>ubto417 eontact the 
.t.aerica Go•e..-.. t. He 41d not aa:r whether thia waa a 
propoaal which bad been 41acu .. e4 " itb the Chin .. • Gon rn­
aect; bnt he did aent1on that ho Jmowa (ucotficiall)') that 
t ho Ohillea& GonMilllent • • contemplatinc a requeot tor a 
halt billion cll>llar .Lmerioan l O&D, thAt o ... ., Latt1111ore •• 
oarr;yicc lettera to t he Preaideot a nd to llr. l!orce~>tbau for 
thia purpoae, bnt "Pro1'i4ence internned" and lattimore cild 
not cat off tor the Um ted Statu and the •tter 1o •now 
baolt in t he pot•. 

'l'be coD1'eraat1on turll8d ao•owhat and menU on •• mde 
ot Ir. lox. Sir ,Uchihald r ocretted that l ox ... aJ)P6l'Ontl:r 
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not a 11&11 of the at&IICUII& &114 reputation ot llie11eyer anA that 
there •• on one of Wle•eyer 1 a otancliQ& •·•presenting the United Stat .. on a Joint .Lng.lc-.Uter i UJ> m1aa1on. I reaarklld 
that lox 1a at. preeent ab eent in Xumllcc bo.lt he ohould return 
here 111 a tew d&7a, anA I ahould be t:lad, 1f Sir Otto ll1eae7"r 
deaired, to aound out Jox on hio Til .. &114 aee if 'Pirh&po hie 
eupport could be ginn to the lliemo;yer mOliOr&ndum. I alao 
aentioned Dr, Arthur YoUDg , adTioer to the M.inlotr;y of lo'inance. 
Clark- Kerr l&id that Youcc had boon ao ot cooperatiTe toward 
1/ie .. ;yer; he 1a a good ll&n; 'tnt ap:P&rent l;y the Chlneoe are 
not inclined now t o pay auch attention t o YoW>&• Sir 
Archibald 1&14, hownr, that it would -... helptul 1f rox 
&114 Younc were to eupport the lli .. e7er reeoCDOndationa. 
I left the ll&tter at that. 

Sir Archibald 111ic\ that he wiohed 1 would gin thou&~>i 
to the poooible deoirabilit;y of our Joint approach to the 
Generaliuillo eo~~e tiae in the tuture on the oubJeot of t he 
ecoooaic-fin&Deial oituation. I r eplied that 1 ohould like 
to illtora 117 OonrllMDt of the oituation and would 'b<l euided 
of couroe b7 &l1:Y 11lot r11ct1ona I aight reeeiTe; and I did 
not bc lieYa thet I ahould go to the Ge.,.raliool.coo on fill&llCiaL­
econozic proble!!o, doCitotic pr oblemo of China, excep t under 
inetructiono: that &ny repreaentaUono I might mk-&117 
repreoentatione either of uo could CI&Lke - would bear little 
welf;ht unle oo they were ccade under i notruetiona of our OoTer,.. 
mente, whereao Sir Otto Ilieme;yer 1o here f or the Tlr'J pur;>e>U 
ot e,...inill& the f111&11C1&l..-eeonolll1e oituation, at the i i!Y1-
tation of the Generellulmo to t he :Br1Uoh Oonruent, and he 
1a in a poeition to approach the Oeneralluit;o clireotly , 
eapeciall;y in the lll neoa of Dr. Jeullg. 

C. E. G. 

=/g o 

Copy:ec:l-2s-112 

475 

I 

Regraded Unclassified



( 

c 0 p y Enoloaure no . 2 to Aapstch oo. 256, 
dAt ed Docoaber 27, 1~1, f ro• tho 
llbbaow a t Chw0<11J6. 

...eDOrandwo prepe.red b:r S!.r Otto !:iece)'er, !!&ruled t o the 
Ambaol&4or Decezber 20 by t ho :Sr1t1 ob ....,bouador. 

The outbreak of war in t he Pacif i c will clear l y have 
r-.ctiona on tb e alroa~v previouoly difficult economic s it­
uation of China and would seem to call !or an immediate 
reconoidaration of pre-exietine plano, The ealient new 
featuro i e the blocki~ of the e xt ernal approacheo to China 
a nd tho conoeq~ent probability that oay !or t he next eix 
aontho obe ckn r eceive l i ttl e if nA;~hing i n the f orm of 
icporto from abroad. 

Tbio will have cortain eft ecta upon :be !ud£et , aoae 
of the auma proYided i n .t1ch c eed a great er or l etaor aoount 
or external ou.>vlioa for their e!fecUYO diobur oe:>ent . Sou 
heado of tba llud&et e>ay need r econdc!eration accordingly. 

:Sut i t wi ll have cucb wider ettecto than t hat on ChinA1 a 
,eneral eCODO=Y• 

Should not l.mcediate conoidert>t ion be £ inn to theoe 
¢Onoequencea and to t~e beat ~ o! ceeti~ t heaf 

: or 1natance t 

(l) 

( 2) 

(3) 

(4) 

Shoul d not "n icu:odi~tte r oport be Mdo ot the 
evailable oupplic a of r eally eooential ,...,. mnt or­
iala in China - bigb octa nc e g&ooline, ord1nary 
caaol ine , arae~l supP11ee, eeee nti al metala and 
cho:oieale, bank :>vt eo nnd l)llper tor bank noteo -
and arran&ementa made t o ration t~c= (proh1':>1t1ng 
i t neceasary all nriv&t e uoe) and to conoider 
practical mean$ C _,ppUeo, transpor t et cetera) 
ot aaki ng ~ood det1c1enc1eof 

Should not •~::e one perso:> in di r ect daily touch 
..ttc the Centr a l Gover m>ent a nd lfOrki n,; Tit h ~bUll6'" 
~ng Go• err.ment Depart"!!.Pnte be t; lYen abaolut~ con­
trol over pr!critiea on transport ! roo ~urea(~.,. 
t o soc--'I'e the d .. y<.t cb of oil re!11>1 n.; tlllchin• =Y 
<> t once fro<> :il&n&o~n)f 

Should not immec!iato atepe be taken to organi ze 
""d enc our age dome otic band work ll> educ t ion of 
orticlea of daily uoe - whether throll,l:h Coop era­
tive o or o therwise? 

Should not steps be taken throu -n th• J oint 
DAnking Comm1tt~a to c ~ntrol ~ht (r• ntin& of 
credi ta by priva te ~nko and. ~hf ra";t a of 1ot~reat 

wbieb •ucb priva t e llan'<n llli!.Y !'&Y o" c!.epooit s ~r 

ree eSYt on $dT&nC eef 
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(5) Should not immedia te oteps be taken to a uure ob&t­
tYOr foreicn oupport CAD be practicnll,y uoed !or 
the houe o! an internal loan to bo oubocribed to 
b7 the publ1c in Obi• (and t o that extent r educe 
inflation) t 

(6) Sbonld not 1mled1ate otepe be talQ!n 1n new ot 
the eath!actory prQ6Teas of. rice colleoUono to 
clie~:ibute oo•• ot thio rice in larco citieo at 
prices ooae~At below the pretent o!!icial priceo 
and to -.ke tho tact that thh hat been clone widel 7 
knomt 

It might be that it meaeures of t hi s kind .. re to be 
oonte!lpla\ed 1 t will auht in t heir ilunsdiat e adoptio" a:~ . .:. 
.:vvr.a:..Uon it , 867, three lliniotera were do! bitely charced 
with their ouperTition and aoked to report • ekl7 to the Ge,... 
noal1oeiao on the procreu •d.o =der each bead. 

17t h December , 19'n, 

Cop11 ec: l - 2S-42 
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bclOIUI'I 110. J to lleepatch 110. 256, 
elated llec•ber 27, n-o. tbe 'lit'beal7 
at Obu.ck.lng. 

Deoeaber 19, 1941 

6ubjeot1 linanoe-Kconoa.lo rrobleae 

t .. t erdq I ba4 1=cheoo. with Sir Otto N11 .. )'11r of tbe Brithh 
lllcoo.oaio llheion to Cilina. J.fter l'Wicb., Sir Otto oa14 that he vanted 
to la¥ before •• certain pre ooi o.& p robleao b repr4 to Ch1o.ue 
ecoo.oaico and f1D&Dc• in order that I aight b turn bri o.& the .. 
problellt to the attention of the .bbaooador. He ba4 £On& oYer the 
oituat1on vltb Sir Archibald Cl.ark..Kerr, the Brit1oh .bbanador, aDd 
oaid that Sir J.rch1bald pl&Dnod to ooe llr. Gav.oo vitbill a de7 or oo 
in reprd thereto but that he vanted V.r. Oe.wlo to ban en ad...,.,• 
explanation tbroQ6)1 •· 

Sir Otto aaid that, althoUj!b I vaa probabl.7 aware of ....,h that 
be vollld han to 108To he vollld rerlev t be oituation a• be oaw it, end 
to tbe anend tllat be vu intoraod, aa a b~WIA to t he propooalo 
hi had to u.lo:e . The folloving 1o a .....,...;y of h.lo reaarke: 

Ctt1ciall7, the Cbbue Gonrn.ent wao reported to haYo e.:o:paDded 
approx.l-tel;y oil< billion dollar• laot 71o.r (194<>) and , ... oenn 
billion tbh ;yeez wt that actual exponcl.itureo vera nearer t en billion. 
Reco1pto froa rennueo of all kinde aaounted to about ten percent of 
oxpenditur .. in 1941. The defic1 t wao 111t alaoot vboll7 b;y iaouance 
or new currency in 1941, the aaount roUGbl:r bei ng oeYen billioo. 

do1l.aro. 

Io. 1937 national currenc7 in circlllation aaountod to ooaeth.lac 
in the o.oipborbood or two end one- llalf l>UUon dollar•· J.t the end 
or 194<> it -=ted t o about anon billion dollaro. Tl:.l rate or 
iac roaae h obrlouol.7 alaraing, It h 1'11'7 d.ltficlllt, hovenr, to 
conrlo.ce Oh1nooe offici al• , particularl7 Dr. H. 1!. l uac. of th1o 
tact and Oeneral Ch.laac doeo aot underotand tba oituation. Dr. Xuac 
doeo not, or pretoo.do not to, ••• the connection batveon the 
p recipitate ... d oai nouo rioe in price• end the 1oouance of new 

curreno7. 

J. bv.dc•t tor 1942 hal ~on prepared end oubaltted to the 
lsocut11'1 Yuan (Sir Otto did not • &1 oo but I aoou.ed t hat it bad 
boon paoood) , Tho budget ""'prepared in a moot unoc1ent1f1c and 
hapbaoard f &ohion, the proceooeo bolas 1U1$el;r a utter of t ho 
Xxecuti'l'o Secretary of the ExeeutiYI Yuan (T. i. Toieng) rece1Ying 
unoupportod eoti.,.teo fro• the Y&riouo ainiotrieo, dopari ~~~tl•9·~t 

b.e d "" by rule of thun)o. Tbo or , .....,.. 
cetera, and pari~~& t • 0 ~ th1 t v billion dolleza &Dd 
~t proridod for axpenditureo •• r • 11 
opt1•1ot1call;y anticipated r•,.1~n~t~!ef;;:,:~~

1!~· .. ~i.:t!r~:: 
or o1-.pl;r cut till6 tteao and • • ~ h1 h 

1- •ft4 oo.e-balf billioo. O• v c 
oxpe11di tureo vao redliCed to • ••"'" -
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OM u4 o--half 'blUloa - for proftiiOlal .. 4leUaplo!IM tr011 
uUoaal ••eeh. !1>1 tlcvo for auu...,. o:~p~D4lhno lo ol~ u4 
ono-balt 'blllloD 4ol laro. 'l'axoo &no 'telae roiol4 u4 t~ coUeoUon 
of lu4 '"" in 11:1114 u4 t~ oalo of rico corUtlcatoo l o prccnoolac 
faYora'bl¥ accor4lq to t~ Oh1no11, Vbethor or ut tho 'bllllon 4ollaro 
ln rona\11 h colloctod 4opondo lara-17 on tho prioo at which t~ 
Qoyornaont Yal"Uo tho rlco aD4 ot~r groin colloctl4 ln Uou of a 
aonot017 ltu~4 tu. ot the 6o aUUon ploulo of grain which t~ OoYOl'l>o 
IDint o:opo. oh4 to collect, .30 aillion hM hon colloc\14 a114 u 1o 
conti4ecUi anUclpated t~t t~ ot~r bal.t vlll bo collocto4. ('rheoo 
tlpreo aro baoo4 on Chlnooo roporh in vhlch Slr otto obrlO'UlJ' u4 
r1abU.7 4i4 not place ....,b conti4enco). liiL point of tact, roftllueo 
vlll p ro'ba'bl;y not roach tlYO bllllon aD4 o:~p~D41turoo will alaoot 
cortlial7 oxcol4 fiftoon 'billion. 

IOTortlwlooo, accopUq tlw flproo on tboir faco nl..,.. for tlw 
oato of dlocuooi oa, tlwro will 'bo a al"- claflcU of till bUUoa 
4oUaro vhich, lf aot 011Uro}7 tbroqb tho loououco of ...., curroJIC7, 
vo1114 raioo tlw _..t of curronc;y ln clrculaUon to ~~p~>r-tol)' 
tvont;y-fiYO 'blllloa. !1>1 oorlo"U lf aot 4haotrouo conoeo,..llCoo of rach 
Ill t.aor .. u oro o'brlou.o. '1'ba hiUOilco of v. S, dollar and otorl1J>C np­
porto4 bon4o hao 'boon O'Q&&Oite4, t~te bon4t to attract prh&to, ao 
oppooo4 to bODll:la.g, lnYOttoro 1n unoccuplel!. Ohlna. lot non an ~~p~>roz­
iaato ootlaato io practicable with record to tho .. ouni of cepital 
thoro lo aTallable for ouch inTOot .. nt; nor it it poooiblo to ciTo &D 
opinion v~tbor t~ 'boll4o will attract inYottoro. Tho Cblnooo V&n~od a 
loan .-ouatinc to a half billion v, S. dollar• (at t~ ot&bllisation 
rate, & Wt billion v. s. 4oll&ro 1o roU&)Il;y tho oquhaloct of ton 
billion Oblnaoo 4ollaro, t~ ... unt of tba ooUaatod l!.oficit), ~ 
loan ln that -t will 'bo a aiotalco bocauao it can net be otfocUTOl)' 
uUlbo4 u4 vollld tlwroforo 'bo alolo..UOC. ~ lo&D vhlcb would poralt 
tlw iooU&DCe of two billion Cblnooo 4oll&ro worth of 'bond• vollld 'bo 
roaoonablo. (Sir Otto aontloool!. loano of fift7 aillion V. S. 4ollaro 
and ton a1Uion poun!o but &lid that tlwoo -t• alght 'bo 4oublo4 
11lltiall7 or t hat tho aaount alcht 'bo 11lcroaoo4 lf oooded. H vlll bo 
rocalloil that Dr. J'ox aonHonol!. to ao ocao ton ciA¥• ace that tho 
Chlaooo -te4 a lou of a half billion v. s. dollar• but that at flrot 
'bl"Uh two baD4ro4 a1U1oo aooao4 to be a aoro roaoocable flcuro) • 

IrroopocUn of tho .. ount, oc .. t bia.g •uot bo 4oco aD4 4ono 
qu1cltl7 i n rapr4 to tho loan bee..,..• it will tate tome u .. to arrance 
adainlatratln 4atlil• aD4 •chlnar;y for iuuaoc• (Sir Otto tboU&)It 
tho aatter ai&ht enn nov bounder diacuaaicn in Waabincton) . 

Othor probleao of a related nature aro proatiJ>C. ~-:~.:":!7 ~!. 
coo4a vblcb boo bien roaching unoccupied Chin& froa s~- o4 
Ioq 11 cut off aD4 there 11 little o...-l;y proapact of ~~:;or wi:h 
r..,ch1q Juraa for traaaportaUoc to China. !hla area 
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tu pHepeot of u -· ollon-ce of 10od1 for a period of at llut olz 
aoAtlw. 'l'u Oon-t ollo'al4 at -• tU. 0\ook of aftllablo eooOAUIIl 
c~1Uoo oWih aa p8ol1u, •••rllllo for ar"aalo, •torllllo raq'Cilrad 
for the -.raotva of loaalo ooa-r cooto. J. o,roha of raUOAliiC, 
o'fon tho11&h olll,r panlllll.r ottooUn, obo.U 'bo lllotltuhd.. lleaourao 
ohcllld bo takoD 1-dlato~ to r0110n tu aooiiONlahcl. otoolo:o of goodo 
trca Bur.a UDcl.er a otrlct~ ollforcocl. o,yotoa of prlorltloo. l lnancllll 
enccur.,...nt obollolcl.. ai oDCo be glnD to tu donlopaont of do•otlc 
1nduotr1oo for tu produoUon of hztlloo U14 othor con.,..or goodo 
(Revl J.llo.r told ao laot wok that flf\7 allllon Ohln••• dollar• 1A cranh 
or loano h the 0. l. C. WOIIJ.d croat~ Ul4 q_ulolo:l,Y lACl't!UO prod11CUOD 
b7 the ualt7 of that or_..toa\loa bat that be waa tladl~~& lt 18pooo1'blo 
to obtain onn ol&)l\ alll10A dollaro trca tho 'baalto, """"' thc116h tu 
loano ln that --..at W lllraocl..r baa" ad.alD1otratlftl7 ~~ppro'fOcl). IDcraaoo 
1n the produoUoa of patrol•• derl .... Uno 1A the nonbwot .aih tho 
arrl•lll of raflAlDc MChiaor,y aov at Bo.Qcoon. ruo aochhor.r ohcllold be 

broQC:bt 1A at o""•· 

Hou I an, M1Alohr of lood, clalao to bon collootod thlrt.r allllon 
plolllo of rico. Stopo ollollol4 be taken to dohralllo what aaount of thlo 
lo aoodod tor tho ar.,r (Sir Otto eotlaatod tlftoon to twODt7 alllloa 
plcllolt) and tho re-lDdor oho.U bo creAuoll,r oold for cldllan uao at 
lew prlcoo to cl.lloou:rap hcardoro and brl~~& dovn prlooo - or at lout to 
keop thoa troa golD£ hlgbor. 

Spaollolatlon 11 bo•lng a yery bad oftoct Oil tho goDoral econoalc 
otr11Cturo. lsor'bltant llltoroot ratoo and I"D.Iral Wlcertalnt;y are tho 
cauot of thlo. 'l'bo Go,...._.,, ehcllold tiz a reaoon&ble ~rate of 
llltor .. t for prhato beAk dopoolh Ul4 for blllllt loan• and coDt rol crodlh. 
J.daiit~, tho Mehlllor.r for OAforc1~~& """h a aoaouro lo V&Dtlng, lnlt 

.,..,. partial ollforc-Dt vollold haft eoao oftoct. 

~ fora101Ac lo tho nbotuco of Sir Otto' • roaarlro, lll.thn;;h,.. 
dliCUOOOd the ....z-1011.0 probl•O ln IJ"Oahr dotail than lndlcatod &bon. 
Vlth raprd to tho C(DIOUon of the boo4 11111.0, I o.akod Sir otto vl>etbor 
it wo'llld aot be ahhable to .. tablloh eoao ld.Ad of J.Dclo-.A»rle&ll oapel'­
rltloD oftr tuture note looueo U14 llloo oftr OonrnaeDt oxpoadlturao. 
He oaid , ,yeo, that lt vo'llld be adrloablo, but that he did not oeo bow 
lt would bl toaaible ln proooDt clrcuaotancoo to do oo; thot tiM did 
not allow tor b otltutlD& .,..,h oupemtloD oo4 that the Chinooo auot bo 
rellod vpon to ll:oop oxpoadlturoo ao lov at pco tl'bll and curtail note 
loouoo lD thlo coDDootlon ho reaark:od that the Obinue Gonrnaont t 
al&bt flad 1 t otlf in the rather cur1ouo poll Uon of not baing able 

0 

obtain bank notoo froa abroad; thot thlo wao another problem tho\ Dr. 

KU~~C ohould tact at oDCo. 
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llr 0.\o ..U iW 1\ .......... -t.•o \o Hillc \MM -*'""' u4 
prolll- k iM aUeatlaa of Dr. l'ac1 ilia\ IUo llealib u4 • .......,,. 
alU\a\M IOPlui effoOUft -'loa. lie eald. \bat \be ho Vloe Jllah\on 
of 71-• "" oi.Mere~ _,...,. onr \be al\ .. Uoa u4 """ Nve, 
.. WN ~00 OlalaoM 'bultlac u4 'buluu people cnem~. Jle laid. 
illai, ~U•o• !leur~ 0111uc Ud. ao\ llaft u 1ahll1pa\ lh8P of 
\be elt'G&Uoa be wu \1111 ~ - io 'bo "''ProaoiMd. 1a ord.er \o pi eottoa, 
tt 1a tao\ Ull' eouoa oOIIIl.d. 'be co"•· .. ., .. ao\ opUat,uo 'Ira 1111 
oal4 \be\ oft1'7 oUori alloald. 'be M4e \o pi \be reepou1'ble OIUuM h 
re~h• \ho oer1o....,••• of \he elt'G&iloa ud. \be urpn\ aeel ot illklal 
a.oilon: u4 \bet 1111 felt that a toroof'lll 11PJ1'0Uh io lleaem Clduc -..a 
to IUa \1111 Hoi, lt •' \1111 o~, ~ io pi eo•ihlac oiertel. 

JCY/ p 

• 

cow:lo:l/21/lfl 
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Treaeury Delll&r·t.m .• ~: 

Dlvlolon or Monetary Research 

oa u Y?,.,.,~.r_;/4::.:2:__--119 

To: Seere t ar; Morgen thau 

V. F . Coe 

Mr . Currie h as sent us an 
account of the fl1J,h t from 
·:on kon; by tho aviation 
oJf!eiq) i n ehar3e . He 
eY resses h is a pprectatlon 
for '' !' . Fox ' s c.,op~ rc. t1.on . 

MR. WHITE 
Branch 20~8 - Room 214z 
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£xcer11t from letter of I'• · w . Bond to H . .. 
China; December l7, 1941 . • · 

Bixby - Chun :kine , 

"As every thing waa t hen going smoothly , I drove uo to 
the Peninsula Hote~ Ln tne moat comp~ete bl ackout you could 
1mat:1ne . It was a very difficult job ln 1 tself . 'l'he our­
pose of my trip was to see as many Government officials and 
important Chinese tha t I could who mi ht be able to l eave 
qulcl<ly . I saw r:r . Loy Chan~ and lt r .

0
i!si Teh !lou, ot' the 

Central Bt<nk , and told them we wou l d evacuate them and the i r 
families that n 1jht if they could :o . ur . Loy Chnnz aaid he 
vtas unable to leave that ni~ht and !:r . t:ou was uncertain 
t~r . !!ou took me up to t:r . Fox ' s rooo; :.~r . :-'ox is head of · the 
Stabilization Board. I told ~~ . Fox that we would be able 
to t~e out el~t people that n1 J~t , provided they could be 
~t the airport , bringing 10 kllo~rams of ba;5age each . ~r . 
! . . . Chen was l;here a l so wit.~ · r. Pox ~r.r~d I told him we 
could take him ana his wife , included in this eight . J.:r . 
!'ox said he would like to send some of this staff oe.r tlc­
ularly Mr . !'rese, whose wife had just had a baby ,' and Mr . 
':'aylor , al~o of the 2t•b1llzht! on lo&rd. I t<;:-· ~,we 
would take any ei,;ht but they must be prepared; I would 
notify them later . 

0 • • • 0 • 0 • • • • • 0 • • • • • • • • • • • • 

" Shortly after Higgs ' arrival , Keasl er came in from 
his first t rip to J:amyun0 in the DC- 2 . He repor1;ed that 
Sweet was having engine trouble and wus unable to ;et off . 
~~ d ispatched both of thece planes lcnded with staff , 1n­

clud1n::; all of the Clipper crew except C•ptain ;tel!)h , these 
planes making another trt' to ~kmyun6 · I then phoned ~r . Fox 
to send his par~to the airport as soon as he could . About 
three quarters of an hour later h is per~ arrived, includ~n;~ 
himself and two of h is steff , rr . He•.lltt and - r . Adler . 
He was unable to :et ••r . ;:'reae c.nd ~·r . Taylor 65 t.>tey were 
stay ln.; at the Eonzkon: P.otel and could not v et ~v~r to 
!'ovrloon. He also had ~:r . ~ . ? • Lhe n and wife ana ~ . r suy i 
Pe l t~.ncl sever al other Chinese officials . By this time 
Colonel tiu~bes Br1 tish Liaison Off icer , :.•r . Hhll Patch , 

.., . f "' of the British 3mbass:; , t!.r . Cassella , o the .on;;~<ong 
Shon::;hai sank I and 8 very impor tant Cl11nese ':lenersl from 
the lleudquurters • staff were also at the airpor t . Pilot 
J,cDonald c&.me 1n about this time trom vunm1n; with the PC- j . 
'.'le loaded all the above- men tloned party on t h is and enou,;h 
m'>re to fill the olane . This plane was then dispatched about 
2 o 'clock for Chunt;king , with "ioods and l'cDonal d as crew. 
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Later the other DC-~ and the DC- 2 returned from llamyung 
and were dispatched to Chungking, loaded mostly with CNAC 
personnel and supplies. 

" I would like to express my real appreciati on for 
Mr. Fox. He organized his party exactly as requested. Also 
he did not include himself until he had made every effort to 
get all of his staff out first . But, as stated above , Mr. 
Frese and Mr. Taylor were unable to get across to Kowloon 
that night. Also he tri ed to get llr. llou and his wife, Mr. 
Loy Chang and llr . Tsuyi Pei to go, all of whom refused 
except lfr, Pei. Be did not include h1maelf until he had 
tailed to ge t anyone else." 

(Information transmitted by Mr. Currie.) 
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:Sy Sa!o Hand 

II . 'i'. 1020/J.A/20/~ 

Jiur D1otr1ch , 

SZC"iB'r 

l!RJ'i'ISH EM3ASSY. 
1/AS!!Ill<l'i'v.:, n. c. 
JM\1.'\r".( 23, 1942. 

From t i :ae to t i me ve receive 4at& on the amount ot 
dollar noteo carried by air f r om l!razili&n eonoignor o tc F.ev 
York, N>d ve are attachin& a ochodule giTin& tho det~>ll• of tho 
contl(;ll<lonto for the period bet·.een July 15th to Decrcber 15th 
1941. You will oeo therefro~ t~~t l!ra:lliAD eonoiunor o oent to 
~ew York cona1gneea, the latter all b•lns fl ret cl~• ~ev York 
banko, • total of $377. 981. 

In a Split- t.>;> of tho liev Yor'< bi!.Dlco, vo flod the follov­
iDB emounu conalgned to each: -

Manufacturoro l'ruat Co., ll . Y. C. 
i'r o11 l!4.DCO Borg ea 

" Caaa Bancaria Monero 

Truot Co. of Nor th Amer ica, 1:. Y. O. 
l'rom llnnco l.ac ional Ultret.~ai"ino 

11 :aord3llo, Drenha 

Ohooe NatloMl iilP.n'<:, !i.Y.C. 

$14o.ooo 
4, 260 

73. 315 
49,145 

hoc J.geDcio. :?i ne.nclal de Portugel 80 , 710 
9,200 • :!8..->&lhaea, :Prsnco 

ln1Dg Trust Co., li. ! . C. 
?roa Moreira Gogea 

B&nk of London & South A=erica, 
lf, I . C. 
Yrom ~ of London & South America 

Gwo.rant Y 'l'ruat Co., U. Y. C. 
l 'rom S. A. v.,.rt lnelli 

122, 460 

119.910 

12,4oo 

6,011 

2.94o 

$}77. 981. 

l ou may viah t o compare the dotai la 
rocordo &Y81lable to t he U. S. Treeeury . 

heroin &iven vlth 

Vr. ? r ank J 1etr1ch , 
U.s. ':r eaoury :lopartcent, o 
~t 3b1li•at1 on Off ice , ~ooc 27, , 
Waohi~oa, ~. C. 

Your• oincerely, 

( Signed) R. J . Stoy!ord 

Copt: l C: 1/27/~ 
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XlaU Do!J!!tebe4 
-1Ml--

u •• •• lruUJ.u CoDa!.por I • Yol'lc Cou1p,.. 

.J114 18 4,1100 A.l. dll P. , :tlo C.I.J. 

.JI!4 as '1,000 lluoo Jorpa, IUo II.!. C. 
Aupat a '100 I.A. Kart 1»111, ato G.'!'. C. 
Aupat 8 4 ,000 llcmlallo :ar ... ba, l.io !.c. ot I.A. 
Aupat 8 10,000 lluoo Jorpa, l.io ll.!. C. 
Aupat 8 4 ,000 Jor4ello :tr.aha, llio !.C. of l • .t.. 
.a.u.;ua\ 8 1.5,1'10 J.J.U, , tio !.C. of I . A. 
Aucuat 10 4,1100 A.l. u P,, ll1o c .•. Jt. .a..,..., 14 1.2,000 Banco Bore••· ll1o :u.!.c. 
Aupat 1'1 1,000 S,A. llartili0111 , llio G.'!'.C. 
Aucuat 17 3,119& B.L. of s . .t. •• Beb1a :a.L. of S • .t.. 
A.,...t 19 2,016 l!.L. of S • .t.., Bebia :B.L. of S • .t., 
8optembor 5 10,000 . Banco Jorpa, llio II.'!'.C, 
Septaaber 5 4,600 A.l. da P., ll1o C.!I.J, 
Septe:aber 1.2 4,&ec A.P. u P., llio c.t.lJ. 
Sapteaber 14 4,600 A. 'I. u P., llio C.lf.l!, 

Saptaaber 19 4,560 .t..J'. de P., l.lo c.J.:B. 

Sep\IDber 19 10,000 lluoo Bore .. , llio II.'!.C. 
Slpteaber 21 4,500 A.l. dll P., :ato c.J.:B. 

Septeaber 26 4,500 A.l. 4e P., llio c.i.:a. 

Soptoaber 28 10,155 l!.H.U., l!ilcitt 'l'.C. of J . .t.. 

October 3 1.2,400 ll.oreira Go:>ea, Rio I .T.O. 
October 3 4,500 A.J'. de P., Rio C.N.!. 

October 3 10,000 Baoco l!orcoa, llio II.T.C. 

October lO 4,000 A.'l. 4e P., Rio o.v.:a. 

Octobor 10 10,000 l!aAeo l!orco•, Rio l!.!.C. 

October lO 10,000 ]!.!!.U., Rio '!'.C. of !l . .t.. 

Oc tober 1.2 4,500 A. J'. da P., Rio C.ll.l!. 

Cotober 20 1,500 Caaa Ballearia llo.,.ro, llio K.!'. C. 

October 20 4, 500 .t..J'. de P. , Rio C.l.l! • 

October 21 &,000 ~· l'r&DOO , l!ilcito c.v.B. 
October 21 a.~ ]!, I. u. , l!iloit• 'I'.C. of l • .t.. 

OotobOr 24 6,000 :a...co :Borell, Rio K.!'.C. 

Ootober 24 1, 888 ll.!l. 0. • llaDaOe !.C. of l • .t.. 

llonaber ., 4, 600 A.J'. de P., Rio c.!l.:a. 

llonmber 7 1.2,000 ]!,Ji.U,, J.io 'l'.O. of V • .t.. 

llo.,.mbor 7 18,6415 llordello l!rtnh&, Rio T.C. of l • .t.. 

llon11ber 11 1.2,000 :a...co :Borpa, Rio K.T.C. 

Vno::blr 11 4,500 .t..'l. de P., Rio o.w.:a . 

VOftaber 17 14,000 :a...oo l!orcc•, Rio w:.t.o. 

Jonaber 21 4,500 A.J'. de P., Rio C.ll.l!. 

vo .... ber 22 5,343 11.1. o., l!ilcife !.C. of J • .t.. 

llo.,.llber 22 1,240 s.A. llartille111, llio G.T.C. 

A.J'. de P., Rio c.w.!. 
llo.,.aber 29 4,500 M.t.c. 
llonmber 30 2 , 760 Oaaa :s.ncuia llooero , Rio c.w.:a. 
llo ... aber 30 4, 200 

llag&J,haet J n oco, l!ilo it• c.w.:a. 
No.,.aber 30 4,&00 A.J'. de P., Rio 
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Da\e :Denahlot4 
-~ 

u.s.$ llradliaD Coulpor •• York Oou!m• 

Dectabn 2 10,000 J.I.U. , lio '!.C. ot I.J.. 
l)ecoablr II 14,000 llaDao Jor£1•, :a to ll.f. C. 
l)eceablr '7 10,000 llaDoo Bore••, :a to 11.!. 0. 
lleotzoblr II 22,500 Bor<lollo Jrollba, lllo !.c. ot R,.t.. 
Deoomblr 12 1&,000 llaDoo Jorc11, lito w.t.c. 
Deoe•blr 12 5,201 J . R. U. , :hrnaa'bu.oo or.c. ot l • .t.. 
Deoo.,blr 13 .t. . r . 41 P. , 111o C.I. J. 

• Pooo1b1l $100,000 

CORrlbJI1·27~·~42:_----~------------------~~~~~ .. ----------~---~~--~ 
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INTD-0~ COMMUNICATION 

C ONFIDENTIAL 

Sold to eaoa.reial eoneerDe 
Purebaeed froa c-ereial coacerDe 

OpeD aar~et eterllo& rema!Ded at ~.0}-3/~. aDd \htr o vero DO reported 
t r auactioDe. 

!be CaDell.., 4ollu 41oeOW>t urroved to a t1Jlal quotation or U-5/f!l/.. 
u ecatnet ll-7/~ laat Di&)lt . !he Poet Office, ..ticb appeared ae a baTer reeur -
4&7 aftorl100D, VU repor ted to haTe beeD in tho aarltot todar a& Well. 

ID 5 aw Tori<, clooing ~otationo for t ho tortiCI1 cozronciee liotod below 
wore aa tollowt~ 

Argentino peoo (free) 
Brazilian ailr eio (troo) 
Colo•bian pooo 
Mexican peoo 
1!rugv.&7&Jl pliO (frOO) 
Yene~elan bolivar 
CUlw> peoo 

. 23&5 

.051& 
·5115 
.20b5 
.5250 
.2&75 
Par 

In order to increuo tho Stabil ioat iOD JQA41 o cold hal&Dco, we parehsood 
$12 ,000,000 in gold froa the a.ner al J'WI.d, thrO\IF the )lov Tori< Uoar Of fice. 

!he ltdoral RIOOrTt :sazUt ot I n Tor.: reported tho\ t he BaAl< ot l(o:a:ico 
obippod $210,000 iD cold fr• Maxico to t he redoral for i\o accOW>t, cll opcdUOD 

unlalovn. 

I n LoJlil.on, epot aud forward oilnr roul.Ded at 2}-l/24 aDd 23- 9/1&4 
reopectively, equivalent to ~.o7; &D4 ~2.78;. 

The Treaoury•o purchaee price tor tortiCI1 o1lvor vao unchanged at 35;. 
KandT &Ad Har...,' e oettlcent price tor toreiCI1 oilver vao aloo uncbane•d a t 

35-l/8;. 

ve .. ~~., no purchaoeo of ailver todo¥· 
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I.ITIIM lMIAIIY, 

WA, M!!tCTOM, D.C. 

Januor:t ~Z.l"d , 1912 . 

Denr U~ . Secret~r~ , 

I e~clo~o herein !or 

yov.r ;>e r&or.o.l and ~ecrot 1:1tcr:-st1on 

a co")y of ti~e lu test rep<)rt r:~ceh•ed 

from Lordon on the !,lili tt•'":' s1 t'>ll tl.on . 

!lenrJ •:--r.;enthau , Jr . , 

l!elieve me , 

Vor•· JincerolJ yours , 

(?or tho Aml:>assador) 

United Ztates Treas~ry , 

Vlt.shi ng t on , D. C. 
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Intorat.ion received ~ to 7 a .a., 22:rd JaiNAI")', 1942. 

490 

Ear17 :Uot a corvatte IJld four Mrch&nt oblpo went aobortl orr 

Eaat Coaot ot IRELAN)., 

17th. A Russian minel1fQOper WtUI t.Ot"podO<d c.od eunk oft UURJ:ANSK., 

19th, One ot H.¥. eu\::urlnoa prob6bl.y oonk a 7,000 ton tanker 

ott tho Eaat Cout ot SICILY, en 20th when a~oeching UALTA ard abe was at­

teckocl 111 oirorart IJld oust.einocl ait>Or dtlllllll•• It to nO'II ra-n that a e..n 

Brltiob ohlp wu sunk off the PHILil'PI!£5 on tho 24th Oacoaber IJld an unknown 

- .- oblp ... torpoclcocl ott ClfllS11l.\S ISU!II on t.1>o 20th JOl1IJilr7, 

l.lDIA• 20th, ActlvitT restricted b'/ ••vON aandst.cras, 

liMAIA• 20th, The Japo.neeo have occup.iod EiiDAU, CZ:riRE: Ou:­

rorooa havo uitb:lr&trn South or the SEOAl~T Rivor to oontona with movements tu:r­

thor fleet , No contact t'lit.h enem;r repor ted. iiEST s Enolf!Y ha& u1ntn1Mcl strong 

prooouro in uoo bet.woon HUAR And YOW PEr-ll cupportod by inceua.nt dNo .. 'oca.bi.ng \ 

and low altit\llle attacks, !led)' ti&htina Iince 19th near BAXRI but detsils 

lacld..n8. Eatillllt.ed our Field Artillery in ono ootion 1nf].ictod LOO ce.sualties 

e.t clo•• rqe. -, havo launcl:ed counte.r-4tt."cb to Joic up forces cut off 'to' 

tbo oneiiJ' • .Svt.DCe. 

~- 2lato t'be Ja,anese bavo at.t.o.ckod 1n tho u· XIJBil Area, 

,.,. .. our roreos, 1'1<thtic& througbout tho d"7 havo l>Mn Nol•U.C .U.OC17• 

llt&yY t!Shtic& to 1n pr<>~sa, liCUUIEIH hao been rolntcroocl, 

~· The Japanese havo .ado turthor procress North-!.ae:t ot 

S!I«A11AMl and !orcas ore rlthdr allinso 

HEJH!;]UAtm§ EAST ppx;;;. AJWOtlfA has boon ovaouated by N.E. I . 

IIU1taey Air Porco personnel. 

~· Haavy Rusaittn attacke o.ro in progron 1n the DOllE't'S 

Soote-r South-Salt of !tHARXOV. 

) • Allt Pf§M!IO!§ 
l!BS'ffl!.ll F!Wti'. :coth/:USt, 2) ton& or h1£h oxplo&ivos ...., 

dropped on lilll£N 1n good Yidhllll<7 IJld ...,. tirN ...,.. atoriAcl. 

2l8t. Spitfires aade loW tl71n8 at~ka on a1nor objectives 1n 

Northern Franco. A eata.J..1na-, on anU- wbaariM pt.t.rol era.tbed in SPAIN. 
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2lot/22lld, lll airorof't soot out - BR.!IJBll 55, EliDBil 38, loo.l'• 

loto ( PAIUil .,. .. ) 12, Sevoo Mdi111 boollero are aiaol.os, S1xt7 •DOaT airorof't 

WOTO opeNUJlc -t Of ~ -41.ol.oc aal OCoioot oldppl.os oft tho £oat eoa.t, 

~. 20th. Bid watber reatrioted ope:rat1o:na. Pout' Blea­

hoiaa obtoinocl hi to on bon'oolco l!oat ot 10.5 (L) ond d61114(lod a t>=bor on ZOUARA 

t.erodrolle. 

:cot.h/2lot, - 1lelll.ostooo '-~led 1'RIPOLI (L) , 

l.lAiol'!· 2lot, 1be Iolaal ... &ttoolood 'b1 & tot.&l ot 'lO --

188 and llooooroohmidto 109, 'Dlroo lllrrioaooo on tho grOUD! "'"" ~ at HAL 

FAR ael"OdrciDI. Our tighter opcrationa vero eovere]J' buporod oinc.e ttrO ae.ro­

drc:cea •t:re UDISor a ter • 

~. 19th. !tree eM1 Uon&l llllt!'aloes reported lll. .. l.os 

aal three 000101 aircrof't probobl¥ dutroyed, 

~th. Our boDboro atto<>kod XUAU. UlllPUl\ oorodroDO ond fl.l!htero 

1ntorcoptod oix ena:r boDboro 1n tho IW!Jtl aroo rorol.os tbalo to jotU&oo tha1r 

bocbo aal 4ootroTod oDO of ~ About 100 ,._ airoro.l't atuclood SIICAI'(ftB 

ISIAND cau.sinc dMiago aM catut.lt..ua at ttfO Mr<ldrCCICS, one Jb!aon. t:U dutrOJtd 

o.nd t1r0 Bu.ttnloas daJ:t~.ged on tho ground, 1118ht dl\IIO.go \7aa alao co.u.sod e.t tho 

naval be.ae. OUr tighto.ra inoludi.ng 14 EUrric&De.o, 1nt6roeptad and destroyed 

three •00111' ~ ood - f'1abtor an:! 4-od IIITOo other aiToratt. 'lllroe 

BJ;rricanet are aiaaine, one pilot aato. Anti-e.lrcra.tt shot down three eaeJI;J 

oircrort in Central JOADRE, 

~· ~. Six Blonhol.mo, oooortod by Amorioon fl.l!htero, 

attacked lZSCD o.erodr.-e, a!l ~a fell 1D the tarsot area. etartin(t fires &D5. 

two e.ceq 11 ro:ra.tt vert dea;t:ro,.W. Two fN.ffalooa 'li'8H shot doon ewer NXJD:tn~. 

21st. R.ll®C aerodrome, 100 ailes east ot IJXIUmiN naa sucoeee-

tul.ly attacked. 

4 . URCytT CAStJALTIES xu OpmtJIOtfi OVER 6)1) fltW THE P;RttJSH PUS 

Britiob • 7 boollero om 1 Cat&liDo - 8, 

It 1o eotlllated that aircraft produotico iD Oono&IIT tbe Pro-
5, 
tectorato IJld Poland has non r'ittn to about 21 500 per month, l ,noltding about 

1: 100 operational types. Thoaa 1n0luie aciiiO 570 long rane:o booborl, 190 abcrt­

ronco boollera, 440 siDClo-oocinod fil!btor• and 215 tvio-eoginod ft&bter•· .1.1· 

th<>U8b alcUlod lobour 1a proboblT a 1ia1 UJlc tao tor o fUrther incrooce cust bo 

r ockonod with duri.og 1942, 
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oua Jsnu11ry 23 ,1942 

Subj ect : Summery of 11111tary Reporte 

Rus so-German War 

British Intelligence s tates that vital issues han~ 
on the question or when end where t he Germans can stop­
the Russians. The Germans hsve to eateblieh e l i ne end 
stabilize the front, so that they can withdraw some or 
their tired troops tor r est snd refitting . Nearly all 
or t he armored divisions, tor exsmole, have been con­
stantly in action without s prooer rePt tor six months. 
The Russians have been keepin~ such oreasure on the 
Germ~ne th~t t hey have been sble to withdr11~ only e 
very few divi sions for reet and r efit in Germany. The 
Reichawehr cannot undertake any msjo r ooerat i ons else­
where unless and until they csn eeteblish s stabilized 
line a nd then take about two months to rest •nd re-souio 
t heir troops. 

(U.K. Operations Reoor t, January 20, 1942) 

(What 1s happening 1n Russ ia appears to be a con­
flict between t wo oppos i ng schoole· or s tra tegy. The 
Germane are,or course, adherents or the blitz.krieg or 
knock-out echool. The Russians have the theory or 
cont inuoue and i ncreesing p r euure. As stated in the 
Red A~ paper, Kraznaya Zveada, •uodern warfare i s 
not like a boxing match i n which t he better man knocks 
out h ie opponent suddenly with one • :ow. In wer an 
uni nterrupted flow or strength and energy i s neceasery 
in order to beat the enemy to hie k neee.•) 

Heavy snowfal l s in South Ruaeie hsve probably added 
to the operational difficulties or the German Air Foree, 
which has been unable to exert its max imum effort. It 
i e reported tt~t Russ i an a irpl~nee are extens ively fit­
ted with ski s, but t here ie no evidence to ehow th~t 
German a irc r aft are so equipoed. 

(U.K. ~peretions Report, January 10 , 1942) 
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On t he Koeoow front , t he German air terce does not 
appe~r t o have been able to interfere seriously with the 
Russ i an euppl y system, or to protect etreotively i ts 
own retreating columns. 

(U. K. Operations Repor t, January 20 , 19~2) 

Paoitio War 

The Japanese have concentrated striking rorces or 
several battleships, five or six cruiser s, t ive aircraft 
carriers1 and auxili~ry cr aft at Truk in the Caroline 
Ie l anda \almost midway between tha Phi l i poinea and 
Hawaii.) Our army believes t hat this rorce ia desi~ned 
to gain bases tor action ag~inat the see route no r th or 
Australia,or the s ir reinrorcement route fart her to the 
eaat (Hawsii-Centon Island-FiJi-~ew Csledonia-Australis. ) 

The Japanese are believed to have t1ve d1v1 s1ona 
1n the Phil i ppi nes , five divisions in Indo-Chi ns and 
Burma, and tour or five in Ualaye. The total would come 
to 300, 000 to ~o . ooo men. 

Re i nforcements or field artillery and other equip­
ment are being landed 1n Lu~on. The g~me appea r s to be 
to concentrat e sufficiently l arge forces to crush t he 
American and Fi lipino force s. Such a victory would be 
valuable tor presti ge reasons and would make it possible 
t o use Uanila Bay as a b~se. 

(W.I.D. Information, January 22, 1942) 

The British believe that the Japanese no• have three 
squadrons or heavy bombers baaed in the Caroline a nd War­
shall Islands. (The bombers located on these bases give 
Jspan a str1kinR rorce &Vsilable egainst United Nation 
baaea snd nsvsl - vessels in the areas north and northeast 
or Au at ralls. ) 

(U.K. Operations Report, January 19, 1 9~2) 

In the opinion or the Br itish, th~ J~tpaneee operation 
Agsinat Chsngsha wee pr obably intended es a diversion 
while their attack on Hong Kon! oroceeded. I t succeeded 
in itA obJect by drA1nin~ orr a conside rAble number or 
Chinese troops. Owin~ to the weakness or the J aoPnese 
r orce eoployed, the Chi nese were able to drive it baek. 
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!'be Oblaeee ola1ae of a great Ylotol')' baYe not :ret been ful1:r 
eubetanUate4. Prall reporh ~ exacserate4. 

(U.l. OperaUon1 Report, Janual')' 20, 19-2) 

Otber lyropean 8pbere1 

!'be etrengthenlng or the O.rmen Alr roroe 1n B1o1l:r 
and South Ital:r cont1nuee. A dail:r ao•eaent or about l,SOO 
tone of ga1oline and Die1el oil froa Geraan;r to Ital:r 
etarted on Deoeaber 12 and wa1 lti11 oont1nu1ng on Januar:r ,. 

!'hera are no eigne of an:r a1litar:r praparationa tor a 
Gel'llaJI aoYeaent lnto Spain. 

!here ie no eY1dence or any ai1ital')' threat to rurte:r 
in the near future. 

(U.I. Operation• Reporta, Jenuer:r 1u,20, 19~2) 

Battle of the Atlantic 

!'he weetward moYement or U-boat1 acro1e the Atlantic 
hat continued. There ara now oonoentration1 of German eub­
aarinll eouth of Newfoundland and etf the New England ooaet. 
A few ara alto operating weet of the Btraitl or Gibraltar. 
!'bere i1 no indication tbat an:r eubmarine1 are in the 
8outb Atlantic. 

or '2 enea:r aerobant •eeeela (17 Italian and 15 O.raan) 
wb1ob tried to run tbe blockade during 19~1, 1- totalling 
8~,000 tone were intercepted. or tbe1e,lO were 1cuttled 
or eunlt and tour captured. Out or the tour Geraan eb1pe 
wbiob croe1ed tbe Atlantic to Latin Aaerioa during the :reer, 
onl:r one wucceeded 1n returning eefe1;r. 

(O.l. Operatlone Report, January 20, 1942) 
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Ot Possible Interest 

The Federal Communi cations Commiaaion, in i ta monitoring 
ot foreign r ad i o broadcasts , hAa been pioking up an inter­
eating atation called "The Voi ce ot the Chiet•, which clai ms 
to be t he voi ce or the German army. There is not enough 
i nformation , as yet, whether the station is actually broad­
casting from Germany or not. The broadoaeter attacks tbe 
Nazi Party, but speaks favorably or Hitler and the army. 

A recent broadcast gave the 1 1naide story • or Fi eld 
Marshal General von Reicbenau'a death. According to th1e, 
von Reichenau beca.me sick during the oourae or a long inter­
view with two emissaries from the head ot the Gestapo, 
Rimmler. After several hours, the t wo Gestapo men called 
1n von Reichenau ' a adjutant, who round hie general with 
the eymptoma or a serloua apoplect ic etroke. Von Reicbenau 
died wi thout reg&ln1ng conacioueneea. Requeate tor an 
autopey were refused . 

The etation went on to eay: 

"The t ac t ie that Re1chenau played a risky 
game .... . •. we did know all about the 
various secret meetings which took place 
be tween Reichenau and Herr H1mmler . .• prior 
t o the dismissal ot Field Marshal General 
von Brauohitscb. It may be that Reichenau 
p r omised Rimmler more t han he could get the 
a rmy to do. It may be t het the t ilth7 dog, 
Rimmler who already felt like a viotor,had 
made himself at home in t he Fuehrer'• head­
quarters and gave the army orders instead 
or paying attention to h i e own tiltby o~ 
ganizat1on. 

•It may be t hat be made demande on Field 
Marebal General von Reicbenau wblch were 
even too crazy tor t hi s diplomat. What ­
ever one may think or the polit i cal conduct 
ot Field Marshal General von Reiohenau, i n 
him we are losing a tirat claea epeo1alist 
ln modern warfare, a lose whi ch is doubly 
se rious in view or the dit'tioult strategi c 
11 nd t actical tasks which oontront our a l'l!IY 
1 eaderahip. • 
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SITUATtOil REPORT 

I . Pacific Theater. 

Philipl)ines : Sever al atr onc enomy atta.cl:s on our Luzon line 
wor e r epulsed yest erday . Tho fit,htin~ wae oxtr omel:,- hoavy and continued 
thr oughout tho day . Ai r "ctivity """ li:nitod . I n the vicinity of O..vao . 
on Uindanao , Japanese civilians formerly r e3iding in that area nr e boin~ 
orgo.nized into 'l. hosti le armed force or more thnn 9 , 000. ilt\wo.U : llo 
further report~ of eneny action . t;alliy&1 Confused fi&htinc continuos 
in tho !!uar section of wester n Malaya , with tho pr oss repor t In& that U:o 
British a.r o conduetinc • general 'fithdrawal to shorten lines aer.,as the 
poninaula . A?pa:ently thor o Is no ~jor flghtln& GOint on alont the 
oast coast . Burma: Accordin& to tho preaa , conpar&tively s~ll 3r\t1sh 
and Japanese for ces ar e en:;aged 1n fl,hting east of i.loulnein , near the 
s outhern Bur~-Thailand border . Tho •~ source reoo~s th~t the Frit1ah 
are withdrawing sli&Jltly 1n that area . Auatralasi~·, Jap&neoe forces 
are active in this theater . 1'1ith the pre sa repor-£i1o[ th~t ene:ftJ troop• 
have ""'de landin;;s in !lew Guine" and in tho Solomon I slands . 1'"-ero 1e 

nothin~ further on the r eputed JapAnese hndin& at ;:"'' Br itain. ·.lest 
Coao~ : llo furt her r eports or hoetile ACtivity . 

I I . East er n 'Theat er . 

Bot h sides report heaV"J fichtin!: at vnriQus points along thtt 
f r ont. . Tho :lussians cont inue to advo.nco wo~t of .:oths.isk. . Tho Ge~a 
claim that o. counterattack in the contt·o.l sector i .:.ti'licted heavy losses 
on tho auasia.ns . 

III. Tlester n Theater. 

nir: The pr ess st•tea t hat R. A. F . bocbers in force continued 
heavy attaCX'i last nis}lt on the porta of Bre:10n an~ E::den, as well as on 
a1rdrooea 1n German- occupied P..olla.nd 'u~d tho clocks at Boulo6-ne . 

IV. lliddle Easter n Theater . 

Gr ound: · ;hat the 9ritl•h thou;,ht to be an Axis r econr.ai .. ar.ce 
tn ror cu has ~pparently tur ned into a at r006 AX13 c c~~te~att~tk . Pres s r~ 
~rta •tate that Asl'eil e- i$ now· in t.ho hMds or l\X!.s for ces . This would 
indicate ~ penetration or at leMt 50 t\l.lca . 

Air: 
or r o~r auppi >· 

Axis IUld Br itish Ai r ror coa cont inue bombi n& e.nd strartnc 
ar eas . Axis ni t forces continuo the b~bins or W4lta. 
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