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I!MJr : Hel lo. 

Seoy . t o 
Sen. Glasa : Yea , si r . 

HMJr: Mor genthau s peaking. --S: Y~, Hr . Secretary. 

r--

February 12 , 191!2 ' 
10:41 a . m. 

~~Jr : I told the Sena t or when he was here I would 
dr op i n and eee hl~ bef or e eleven o 'clock. 

S: Yea , !ir. 

!!::Jr : 'ilill h e be t here? 

1 

S: He told me t o have you cooe to his or!vate r oom 
1n the Apnro~riat1ons Co~~ittee Room. 

H~Jr : 

S: 

Hl~Jr: 

S: 

"MJr: 

;r.~Jr : 

S: 

lfMJr: 

S : 

H'~Jr: 

Yeah. Now ho~ co I ge t there? 
plea se? 

~:here is thB t, 

Well , t ha t ' s - do you know how you get out ot 
the Senat e Uing or t he Caoltol? 

Yeah. 

ThBt little 'orte-c~chere there . 

Yeah. 

·:en, it' s righ t st r a i ght bac &. 

On t hl! t; floor ? 

c~ t h9 t floor. 

'ihat you call the tlre t fl oor . 

That 's right. You go 1n t ha t litt l e door, a nd 
you Just go right s tra i ght back a s you cPn , , ae t 
the r es ta urant. 

Pa s t t he r es t aurant. Then come - when I come t o 
the end , do I t urn ..... 

Regraded Unclassified
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RMJr: 

B: 

HMJr: 

S: 

!DIJr: 

6: 

RMJr: 

B: 

ID!Jr: 

S: 

- 2-

Vhea ,oa ooae - Do, 70u don'~ turn anrwhere. 
You walk right ln ~be door. 

I go rlght ln the Senate wing, on that t loor, 
10 bJ the - keep valltlng • ••.• 

lxact17 etralght. 

I eee, and that 1e hle room. 

There'• a b1g e1gn, 1Appropr1at1one Co=aittee•. 
You cen go 1n there, and he bae a pr1Y&\e room 
to the lett, 1n the COC!I1 nee Room. 

Vell, I'm lea•1ng right nov. 

All right, e1r. Vell, I'll go oYer therP and 
be on the look-out tor JOU. 

I'm le&Y1ng - I ouaht to be U? there 1n eight 
or ten minvtee. 

All right, a1r; I'll mpet you there at the 
entrance. 

Thank JOU. 

Yee, air. 

Regraded Unclassified
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loll". Chairman , I appreciate the opportunity 

to appear before your Committee for the purpose 

or requesting that there be restored to the 

First Deficiency Bill, for the fiscal year 1942, 

several items, totalling $95 ,000, whiCh were 

approved by t he House Committee on Appropriations 

but which were eliminated from the bill by the 

House of Representatives . 

The amount or $120,490 approved by the 

House Appropriations Committee ror additional 

statr to handle tax work was reduced by a 

House amendment to $25,490 . This will cripple 

vital tax work of the Treasury . 
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While the discussion or the amendment contained 

no detailed breakdowns , the Treasury believes 

its intention was to reduce the amounts allowed 

by the Committee , as follows: 

House Remaining after 
COIIID1ttee Wigglesworth' s 

Report Amendment 

Dtvtston of Tax Research $26,950 $10,640 

TaX Legislative Counsel 19,250 14,850 

Study or Federal-state and 
rtscal relations 62, 890 

Direction of tax legislative 
program 6,400 

Direction or tax educational 
program 5 , 000 

$120,490 $25,490 
• 
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Be!ore discussing the particular items in 

the roregoing schedule , it may be said in general 

that the additional runds were requested !or tax 

programming work arising out or the emergency 

preceding our entrance into the war and accentuated 

by the advent or war . 'Ibis work deals with the 

revenue requirements to be met by the measures 

about to be recommended to Congress and subsequent 

war legislation which may have to be enacted during 

the prog~ess o! the war. It has been the experience 

or all countries that their revenue systems have had 

to be reorganized to meet the strain or war . 

Regraded Unclassified
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The high rates or taxes under extet1ng law &Dd 

the exvected new legislation have materially 

intensified this problem. The President's Budget -Yessage called !or $9 billion o! adaltlOnal taxes 

tor the !tscal year 1943, Which involves tax 

tncreaeee twtce as great as those called tor by 

the record tax bill o! last year. Even with such 

tax increases the deficit will be $35 billion i n 

!1SCB1 1943. 

The problems o! tindtng this new revenue 1n 

the most equitable and least harmful manner comes 

at a time when me volume or tax legislation has 

already mult1pl1ed tar beyond the capacities ot 

the nonnal Treasury tax statt s . Two revenue acts 

were enacted 1n 1940 and two 1n 1941. 

Regraded Unclassified
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The statts or the DiYi81on or Tax Research 

and Tax Leg1alat1ve counsel have been wholly 

Inadequate to cope w1th th1a Increased work. 

The experience or the Treasury 1D connection w1 th 

1941 legislation proved this inadequacy. The 

members of the two statts were tben so overworked 

that 1n several cases health was affected and work 

on the revenue bills was retarded due to illness . 

Furthermore, such a degree ot overwork 1mpa1rs 

efficiency even 1! there 1s no illness. 

Regraded Unclassified
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As au 1llustrat1on ot the -cnttwte ot tbe 

...,rtc or the d1V1s1ons 1n q.testton lt a!!' be stated 

that the Tax Legislative Counsel's orttce ha8 under 

1ts consideration upwardS ot 150 amendments or the 

statute, all ot Which have to be anal7Zed 1n terms 

or their economic errects by the D1v1ston ot Tax 

Research. Each or these amendllents, as well as 

every policy question 1nvolv1ng tax leg1slat1on, 

must be thoroughly canvassed by both these statts 

1n order that the utmost revenue may be obtained 

W1 th the least interference w1 tb the war etrort 

and the least possible dislocation ot bUsiness. 
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It 1s earnestly hoped, therefore, that the 

Commlttee will take under serious consideration the 

need or the suggested additional start in order to 

enable the Treasury adequately to cope w1 th the 

complicated tax problems confronting it . 

Study of Federal-State Fiscal Relations , $62 ,890. 

coming to specific divisions and the need tor 

appropriations therein , I wish to mention, first , the 

Study ot the Federal-Btate Fiscal Relations . The 

work or this d1v1sion embraces a study ot the nole 

problem or State and Federal fiscal relations . The 

importance ot this work has been greatly magnified 

by the war . 
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'ftlls study began 1n Jul,y l!Ml tmd 1s expected to 

end 1n the tall ot 1942- I tn1 tlated tbls study 1n 

accordance with a pollcy toward Which I have been 

worklng ror a considerable period or time, and in 

partial tultillment or a recommendation made by the 

President in h1s Budget Weseage ror 1941. 'Mle need 

ot this atu<1y has been pressing tor several years . 

The iJQP8nding changes in the tax system made it 

hazardous to postpone longer the initiation or thls 

work. 

80118 or the tunctions to be perronD8d by the 

study may be indicated brlerly. Recent and contemplated 

tax rate increases render 1 t h1gbly important to 

~etermtne the respective 1mpacts or Federal and State 

taxes. 
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Arf7 Federal tax, wbtch 1e enacted 1ft tbout retereq;e 

to state tu.s 1n the - Ueld and col~ttble 

trom the same sources ot revenue, mt'iht be c11eastroue 

to the interest ot the States and t~ers, and 

aigbt leopa.rc11ze the Fec18ral revenue aa well. 

Moreover, with the advent ot the war and the ettecte 

ot prtce rtsee, •terial shortages, and ehttts to 

war tndustry on revenue needs and collecttons, it 

becomes highly important tor both the Federal and 

State governments to reconsider their sources of 

revenue in the light ot new condtttons. The whole 

problem ot State and Federal taxation is interrelated 

and cannot be tntelligently solved W1 thOut a study 

ot the tnterrelattons ot existing Federal and State 

taxes and ot the new taxes and the problems ar1s1ng 

therefrom. 
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Tax Legislative Counsel' s orrice , $19 ,250 . 

The orr1ce or tho Tax Legislative Counsel concerns 

itselr with legal aspect s or the preparation or tax 

legislation and regulations necessary to impl ement 

that taxation a!ter it has been enacted . Last year 

the Division examined and corrected 75 sets or 

Treasury Decisions and regulations . In this work 

it is necessary tor the employees or this Division 

to interview taxpayers and other persons who suggest 

amendments; to cooperate with the Division or Tax 

Research as to the economic errect or amendments 

being considered, and to work with the Congressional 

drarting starr, Congressional Committees and individUal 

members or Congress in the preparation or bill s 

under consideration by the Congress . 

Regraded Unclassified
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'ftlte 1nvolne conference work, legal. reeearch, the 

dratt1ng of statutory pTOv1s1ons, and an up-to-date 

lcnowled.ge of thtl dectsiiOns emanating from the Board 

of Tax Appeals, the 10 C1rcu1t Courts ot Appeals ot 

the United States , the Court ot Appeals of the 

District ot Columbia, and the Supreme Court ot the 

United States . 

Division ot TaX Research, $26,950. The more 

Important tuncttons ot the D1v1sion ot TaX Research 

are to study the ettects ot the revenue laws 1n 

operation and ot proposed revenue changes, and to 

Investigate sources ot revenue . -The work 1s 

essentially economic research 1n the tteld or tax 

poltcy. 

/ 
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lt 111 the tuk or the D1 nat on to a ::erta1n, u 

nearly aa poe ble 1n advance, now proposed. revenue 

measures would operate, what errect they would. have, 

and. bow the burdens would. be distributed.. 'nle b1gh 

rates or tax made necessary by the present emergency 

make 1 t very UJportant that the taxes be ae 

equitable as possible, that they shall have the 

m1n1mum harm!ul errects, and. that hardships shall 

be eliminated wherever possible. 'nlis requires a 

large volume or detailed. studies or spec1r1c situations. 

llembera or the stat also work with the Ways and 

Means Committee and. the Senate Finance Colllllittee, 

rurn1ah1ng inrormation and other help as may be 

desired 1n the consideration or revenue legislation. 

Regraded Unclassified
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The requested additional starr 1s made necessary by 

the eXPansion ot t he work of the Divi si on due to t he 

passage of complicated new taxes , such as the excess 

profits taxes , t o the effects of price rises, 

shortages and prlor1t1es , to the need for finding 

vast amounts of new revenue, and in general t o 

the problem of adapting the revenue system t o its 

difficult wartime role . 

Direction of Tax Legislative Program, $6,400 . 

To develop the war revenue progr am which wlll shortly 

be presented to Congress, I have persuaded ~. Randolph 

E. Paul, who 1s the author of many books on taxati on 

and an eminent authority in the t ax fi eld, to accept 

the financial sacrifice involved i n taking charge of 

the preparation of the tax program in the Treasury . 

Regraded Unclassified
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His salary and that of his secretarial staff are 

included in this appropriation. 

16 

Final ly , there iS an item of $5,000, covering 

salaries tor four and a halt months of Mr . Buffington 

and two clerical assistants, engaged in educational 

and promotional phases of the tax program. 

De tails as to the number of employees in the 

above divisions and their compensation appear in 

the Hearings Before the Subcommittee on the Committee 

on Appropriations of the House of Representatives, 

and any further information on this point ~111 be 

willingly supplied. 

-oOo-
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EXISTING PERUANENT TAX RESEARCH STAFF 

(Bl.DOOH and TARIEAU) 

AND PROPOSED INCREASE (ON AN 

ANNUAL BASIS . ) 

-------------------------------------
Exlstlng 
Pe:nDBnent 

Force . 

Annual 
Number. Cost. 

Additional torce 
requested 1n pending 
det1c1ency estimate . 

Annual 
Number. Cost . 

(a) Mr . Blough's 
D1vls1on , • • 36 $90, 000 25 $75, 000 

(a) Mr . Tarleau • s 
D1v1s1on, •• 10 40, 960 15 50, 140 

(a) These amounts also include 
tunds tor employment ot 
consultants on a part-time 
basts. 
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The House Col!lllittee approved the ronowing i terns 
covering personal services ror tax research and other 
runcttons relating to the tax program:-

For Mr . Blough's D1vtsion ••••• ••••••••••• 
For Mr . Tarleau•s D1v1s1on • •• •••••• • .• • •• 
For l&r . Gulick's starr . .. . . .... ... . ... . . . 
For Mr. Paul' s stat! . . . . .. . . ............ . 
For Mr . Burrington's starr •••. ••• ••• ••.•• 

$26,950 
19 , 250 
62,890 

6, 400 
5, 000 

TOTAL approved by House Committee •••• •• $120, 490 

Mr . Wigglesworth's amendment approved 
by the House , eliminated ail but •• •• • •• 25,490 

The disallowance or personal services 
ror tax research and educational 
work relating to the tax program 
aJnOunts to • . . . . . . . . . . • • . . . . . . . . . . . . . . . . $ 95, 000 

The $95,000 disallowance arrects the 
rollowtng groups:-

Mr . Blough loses 
Mr . Tarleau " 
Mr . Gulick • 
Mr. Paul • 
J.lr , Butrtngton• 

• • . • •• • •• • • $ 16, 310 
4,400 

62,890 
6,400 
5 , 000 

.. ... ...... ... ... ..... ...... ..... ...... ..... 
$ 95, 000 

The Treasury requests restoration or this $95,000 
to the Bill , so that the total to be appropriated under 
"Consolidated Emergency Fund• will be increased !rom 
$172, 000 to $267, 000. 
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______________ , ______ ,_ , _________________________________ __ 

It8111. 
: Buc1get : AB Reported : AB Passed 
: Estimate. : by by 
: : Collllll ttee. : House. 

------------ --------------------·----------------. : . 
Mr. Blough's . : : . 

D1v1s1on ••••• : 35,000 : 26,950 . 10,640 . 
: • . 

l&r. Tarleau•e : : 
D1 v181on ••••• : 2S,CY70 19,250 14,850 . . : • . 

Mr. (JU11Ck 1 8 . , 
starr ........ : 80,600 : 62,890 . Disallowed . . . 

l(r. Paul's . . 
Staff .... ...• : 8,320 6,400 Disallowed . . . . 

Mr. But!lngton•s . : . 
Staff ..•..... : 6,500 . 5,000 Disallowed . 

---- ----------------------------------. : . . . 
Total $155,490 . $120,490 $25,490 . -----------------------------------------------------
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TO : T'ne Secretary 

FRat 1 l•r . Sullivan 

During the henring before the Subconoittee ~ Deficienciee 
of tho Senote Appropriations Cor.v'!1 ttee this C'lOrning the :oroceedings 
w nt "off the record" :md during t his tine that t.ne record was sus­
oended you -.:ere asl,ed certain quecticne and c&C:e certain ar.st<era tt.at 
r.>IJ<I be of ir.partence nt sere later c!4te . Accor<iingly, ! am aubnitting 
•ne fo!lOI\'ing •=•.,::oranda end surreet 1t be incorpcr oted into your daily 
rec<Td : 

'earing of ~ubem-ittec or I-eticlency Anerouriations 

?resent: Senator . c::ellc.r presidi"'! , Senators Glass, 
'"ayden , 'I'}rdinrs, '·cee.rran, ~ye, nuroe , '1\terton tnd O" "ahoney. 
For tre Tre80ury : Secret ary '"orgenthLu. "essrs , Poll, ThompSon, 
"chocne~.an end Sullivan. 

Arter t he Disney tilr.t had been referred to by Senator 
!'ayden, Senator •·ccarren asl'ed Secretory crgentt au it the Treasury 
~ ntendec to pa;r for tre Disney .t'llm, fn~ the ~ecretary replied in 
Uc affirm&tive . Senator .J' "ahoney acl•cd the Secretary if li'C rad 
f'Ot ""3r'e a. ern t ract r.~ th Disne:r . <-ecretnlj-· "or-enth.eu re":lieC t!1at 
n ' ere cbli('atc:! to ~ this eor:t;r end "" ' ere coinf to !>".Y 1 t . 

Scr'ator ··ct.ar:rar asked ~0":' the ':'re~··rt r.at rotnr to ,a:/ 
l t Md ~cretary ''or r•ntl"nu rcr>lie~ that the "'reaS\:rv .,..cclc ?"Y for 
t~.is out o! lntunal ~cve::,;e funds . Senator cca.. .... an ir.quired 
•'-' U.er "" could le,.~ do 0>1~ an. Secretar:' • crr e,tbou re]llled 
t~at he raG alra·-:: been !rnnl: r.:l t h tm "!el:lb< rs of tr.e Ca-i tt.ec 
•nc •e ~z~ec to tel~ t h<o tt~t ~e had lock~d i nto tbe ~tter Gnd 
he uo satisfied that !-e COilld lo;a'lv 'OGY this bill e>:t of !:'Or.(!)' 

clrtaey 8"0J)I'Opriatcc' :or the Internal •evenuc tureau . 1:o one 
present augceste.: that t his bill should not be paid . 
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TREASURY DEPARTMENT 

INTCII OPP'IC. COMMUNICATION 

.... :reb......,. 12, 1942. 

'!'be Clerk of the &nAte .t.ppropri&tiOil.l c,.ntt.ee ad'fiaee 

that the Co•l.ttee blle not ...,ted on our itA• and pro'bab"Q- will 

not do so until they take up the whole Bill 1n executive seeaion 

for t1nal act10D, 1n the next day or t wo. -
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TREASURY DEPARTMENT 

INTI!:R OFFICI: COI.04UNICAT10N 

To Seore~ar1 Morgeo~hau 

'"ow George Buff1ogton 

The oheoka have been ~ailed to Wal~ Diene1 

Produouooa and Teohnioolor Mo~ion Pic~ure 

Corporation. Gh. 
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HY.Jr: 

Op~rator: 

HMJr: 

Opere tor: 

HliJr: 

Operator: 

S.umn~~»r 
'l: ~llee : 

tw.Jr: 

'tl : 

~11Jr: 

11: 

iw.Jr: 

IIMJr: 

'r. : 

HMJr: 

W: 

Rallo. 

Februar7 12, 1942 
12:12 p. m. 

Mr. Welles i s out or hia offi ce t or two or 
thr ee minutes. He 'll oell you right beck. 

Two or three minutes? 

Yee. 
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Well , I'll welt that long but not amch longer, 
tell him. 

All right. 

Hello . 

Sumner. 

Oood morning, Henr y. 

Ho•• are you? 

I' m tine, thanke. 

February 12, 19~2 
12:15 p .m. 

I tried to get you yeste rday e tter getttn~ your 
letter, end •.... 

The one on Ecuador ? 

Yes. 

Yf!eh. 

Now, bere ' e the thing. Normally, I'd get e 
little - I' d say, "Well , why send me a letter• 
and ell t hat , you see, but wbat I' m tryi ng to 
do here 1s to be helpful wher~ver I can. 

Well , I know that . The r eason I sent you the 
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W: 

lliCJr: 

ll: 

RMJr: 

V: 

RMJr: 

V: 

HMJr: 

V: 

RMJr: 
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- 2 -

l••••r, Benr,, il tb11 , that it'• a matter ot 
l't'~ber h1811 political importance and I'll te11 
JOU IIIII in two or three wor4e. 

Yee. 

AI a reeul t ot thJ.a boundary d11pute between 
Peru and Eouador, which tinall7 atter a hundred 
and twent7-three yeere waa settled as a result 
ot the agreement reached at Rio ..•.. 

Ytah. 

•• • •• there' s a good deal ot poaeibil1t7 ot 
public reeentment on the part ot the ignorant 
part ot the Ecuadorien population because the7 
bad to gin up aome ot the th1nge the7 thought 
tor many years they were entitled to get; and 
there'• a danger that it the thing ian't handled 
properly and it we don't give aa much help aa we 
can at this time, that the government itselt will 
be overthrown snd it'a a government that's very 
friendly and cooperative to ua. As you know, 
it'a in a vitally important poeit1on strategically 
near the Panama Canal. 

Wtll, here's the thing, Sumner, which I think 
that you could make haete it that ' s what 7ou're 
attar. Atter getting your letter, I called up 
Jonee. 

Yee. 

I aaked him it he'd got a letter, and be said 
. be hadn't. 

Well, b1s part ct it waa already agreed upon 
down in Rio. 

Well, he noesn't aeem to know about it. 

Probebly not. 

And ae I gather, there 1e eometh1ng - I mean, I 
set it not directly, but by her•••f - but what­
aver 70u want Jonaa to do, he hssn t done it yet. 
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V: 

lD!Jr: 

W: 

lD!Jr: 

If: 

lD!Jr: 
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ID!Jr: 

W: 

lD!Jr: 
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RMJr: 
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Well, t he teraa are now beina aa;r .. d upOn. 
Be a:r not know i t , but t he:r a r e. 

Vall, he doean't aee~ to know •. . •. 

Probably no t . 
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Well, could you do th.i a- whoever's wor k i ng on 
th1e t hing tor you, let h1m gi ve me a couple 
ot pages, you see - hello. 

Yeah. 

What are the ten~e? 

I tbinlt Rarr:r White baa all ot that. 

I asked h1a th1a morning, and he aaid not. 

Really? I thought he ' d talked that out at 
Rio . All right. I'll see that that's sent 
over t o him. 

No, I asked him. He ea1d he's only got i t 
eeoond-hand. 

Well , I' ll aee that that 's eent over to bim 
immediately , and then bs oan give 1t to you. 

WUl you do tba t? 

You bet. 

And then, also, it on - when I talked to Jonee, 
be said he'd have Warren Pearaon get in touoh 
:reet er day, but I gathered a• ot :reaterda:r 
no t hing bad happened over there. 

Val~. I ' ll check up on that, because I know 
the negoti ati ons were proceedi ng rapidly and 
steadily since we got back, be~uae the 
Ecuadorian representative haa be.en right here 
eitting and workihg on i t. 

Well, get somebody to give ~e a little back­
ground on it. 

I'll be glad to do that. 
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W: 

- ~ - 27 

Right. 

Henry, what I wanted to apeak to you about 
particularly 1e th1a. I'm having th1e 4!ter­
noon an ott-the-record and t1rat organ1~at1on 
meeting ot th1a new group here in the Depart­
ment that' s to go into tha problem ot post-
war ..... -Yea. 

. -

..••• 111attere. 

And under the liat ot th~ ae2bera ot the coa­
aittee approved by the Prea1dant 1• one 
representative ot youreelt. 

Yea. 

And I wondered 1! you'd be kind enough to have 
your r epresentative coma over th1a aft ernoon 
at three eo that we oould all get together on 
th1a tiret organ1tation meeting. 

Wall, t he trouble with that 11, I don ' t know 
who I' d send. We have t hie Lend-Leaae reveree 
at three here. 

I know, and that'• another problem. Without 
i nconveniencing you, would 1t be poas1ble tor 
you to put that t1m• , aay, an hour later be-
causa ••..• 

No, I can't. 

You can't? 

No, it 1 e 1apoee1ble. 

Because I have a lot or outaide people, you 
know, trom out or Washington, coming to th1a. 

Well, eo- well, I can't do 1t; that's all. 

All r ight, Renry. 
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I Juat - I b&Ye •••.. 

Beoauee Aoheeoo 1a cne ot the people I wanted 
bare, but I'll tell ht• to go oYer to you, 
~n. 

Yee. Because I hA•e one or two thinge, aleo. 

Naturally. 

And ••• : . 

I'd change the hour here, exoeot tor the taot 
that I have out-or-town people oooa1ng and I 
oan' t Yery well ob&nge it now. 

Well , I haYe out-ot-tovn people. 

I aee. 

But you're going to haYe your meeting at three? 

tee. 

Well, I'm not sure that I oan aend anybody to 
your tiret meeting, but - beoauae eYerybody v1ll 
be tied up here. 

I eee. 

But 1e this - ia thia always going to be on thia 
1ntoraal. bee1B' 

Ro, no. Juet aa eoon aa I get it under way and 
when the moment'• a little aore propitious, 
there'll be a public announcement about it. 
fbare'll haYe to be an announcement, but I want 
to keep 1t quiet until the .oment is •••.. 

Well , I'm aeeing my people et two-thirty, end 
I ' ll a~k who they think would be the beet pereon. 

Thank you eo much, Renry. And it it' a inconvenient, 
1t you can't epare him thia afternoon, that'• okay. 
But lRt me know who it will be ao that 1 oan then 
arrange that be be here tor the n'xt one. 
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Ve'•e been under greet preeeure to clean up 
tbil Lend-Leaee - I aean, the Var Depart~ent 
,..,.._, thoae oeoPle hllYe been atter •• nov; 
an4 I told thea a1 eoon •• I got ~ r1nanc1ng 
4one and the Ohineee thin&, that vee coming 
ne:rt. 

Yeah. Yee, I understand tully. 

Yeah. 

All r1ght. Thank a ega1n, Henry. 

!bank you. 

Good-bye. 

Regraded Unclassified



IIICJr s 

BXJr: 

S: 

IIICJr: 

S: 

fDLJr: 

S: 

IIMJrs 

8: 

IIICJr : 

81 

IIICJr: 

8: 

HMJr : 

8: 

HMJr : 

rellruai'J 12, 1~2 
12s27 P·•· 
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!b1e 11 ., laet oall for ~ 4aJ before I ~~ 
the plUJ18e. 

Well. (Laughe) I'll g1Ye JOU ., beet report 
up to 4ate. 

All r1ght. 

Blat WID JOU bear 1t JOU 111 ls.now hOW oont1dtDUal 
1t bae to be. 

x .. , e1r. 

I ran 1Dto BUl on ., .., up to tile Deparaent. 
Be'• 1n here. 

lee. 

And be wae Yel7 gloo•J about U . 

lee. 

Wouldn't be at all eurpr1eed 1t tlleJ tell w1th1n 
twenty-tour houre. 

I eee. · 

But then I don't know- he 4oeen't knov- I doubt 
1f he ltnove an,tb1ng .ore tban I except the 
pr1nc1pel reportl tbat ve ls.now. 

I "'· 
But tbet wae the - I told JOU I'd g1Ye JOU 
en17tb1ng. !bat'• the onlJ tb1ng. Both 
Karehall and I haYe thought tbat ~7 vould 
prollablJ laet onr Satlll'4aJ. 

I eee. 

O.er 1r14aJ', X. •ean. 

O.er rrld&J. le there anJtb1ng elee that ti&bt 
drop 11l ., lap tbat 1 1 had new• to•orrov1 Ie 
~re &nJth1DC el••' ,. 
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(LaQCh8) Oh, Ood, there'• 110 auob ~llld 
uppeo. 
I aeaA - llow about MaoArtllUl"t 

Oh, I t111nlt lle 1 • all r1pt. 

Be'• all r1ght. 
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!lle news fro• 111• - be'• a 11ttle teaperaental, 
but 111• t .. peraent wae up to4a,r. 

I aeaA, notll1na oolll.d happen to ll1a 1D the 
nat 4a7 or twot 

Well, I 4on' t tll1nlt eo. I 4on' t th1Jik eo, ao4 
U wUl be w1 til &l01'7, wba tPer happen e. 

I •••· I eee. 

Be'• got 1111 eteu r1gllt up. 

Oood. Oood. Well, I t111nlt we'll · go ahead and 
we'll Juet baYe to take ••••• 

I tll1Dk I'• 1n - I'Te been - tile onl7 obeertlll. 
tlllng I etnolt t04a7 wu the n .. e troa MacArthur. 
I aean tbe - and that wae purel7 Pl7ollolog1oal. 

Pure}7 peJoholog1oal. 

Be baa ooDt1denoe not onl7 1n h1e own Aaer1oan 
troope, but 1n the f111p1no troope. He waa 
renewing tbat, wll.1oh U a tb.1ng that I waen' t 
8Ul"e of before. 

He aa1d be truated the• equal1J v1th 111& Aaer1oan 
troop•· 

Good. We oan • t ga-r; an7tll1ng to 111a, can ve? 

telegrua. 

But no, I aean 1n the vat ot ••••• 
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lo, 1 MaD 1a Ule war of 'INlleta. 

Ob, r••· Oil, 40a
1t worr, -"II' U.t. 1 4oa'' 

...a w N71 
1 4Da 1 1 von·;,• but ;lu;o't talk abG;l~ 

.. , ., all. ... 
' It'• DOt •• bad •• 7011 Jut expr .... d. 

Yo11 aaaa •• oan set aoae\bins. 

We llaYe gotten aotlethins. 

Ob, good. Good. Well, thank rena. We'll so 
allea4, aad ••'U rel7 on tile Allerioan Pll'IIU.O 
to take oare of ~ae. 

AU l'iSil'· 1 ~ ~.,Will. 

1 \biak eo. 

I !lad to faoe a preu oollrerenoe tllie aornins, 
and al tllo1J81l I d1dn' t .. , &DJtllins on that . 
au'bJeot, I waa prepared to an4 tile oonferenoe 
d14n't · pr••• •• on it at all. 

Ull llllll. . 

!her'•• 'been prett7 pod to .. latelJ. 

Good. 

I tlliak tlle7 IID4eratan4. I aaaa, I'·u.· takea tiNa 
1Dto ., oonti~noe off tile reoord eneral Uaee, 
and til., llaYen t broken U and tlle7 '•• 'bean •err 
pod a'bo~at 1 t, and alloWD their tllaaka a'bo11t 1 t . 
lp•• thea a n or, of 'llbat !lad llappelutd unoe 
Dlon'ber •••• • 

Oil, 7ae. 

• •• • • a little wllile aao - einoe Deoesber 7- an 
off-tlle-reoord onei and U worked aas1o with th ... 
!he7 were ••rr del shted to llaYe 1t. 

Flne. 

Al.~, of oouree, 1t wa111't &DJthiJIC cheerful. 
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IDI.Jr: llP'· Well, Ulaak , .. , Jleu7. 

Ill AU r1flh'· 
IIJIJI': fbaalt )'O'Q. 

--
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Hello . 

Yes . 

Dan. Ht-l1o . 

YPA. 

I e t h i s Dan i el 9ell? 

~e!, s ir. 

Februsry 12, 1942 
2:17 p .m. 

Vhet d~ee the w. stand f or, Dan? 

Oh , my gosh, I'd hate to tell you. 

lfue.t i !! it? 

Wo':line. • 

(Laughs l ;~e pi na ? 

(LaughE) •eah. tnd1~n name. 

I ndian? 

Yeah. You d idn 't kn?w I wae par t I ndian , 
did you? 

No , are you part In~ian? 

No. 

Hov :11uch pa r t? 

34 

(Laughs) I don 't know. (Laughs) iU.nd oe r t, 
I guess. 

·.~hat? 

Hind part. 

'ii de pa r t? 

Hi nd 'DSrt. 

-
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Well, anJWay, go ahead and do the t1nanc1ng. 

Let her go, huht 

Let her go. 

'l'he newe 18 not any woraet 

Well •.... 

bitt 

No, but I think that - vell, I - you 111ght 
.Juat as well torget about Singapore. 

Yea. All right. I'll eend it right out. 

Okay. 

Good-bye. 
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February 12, 1942 
3:00 p.m. 

LEND-~ASE J! ~E_. ,~_.. ...... .t1 .. /, 

Present : Wr . Stettinius 
J.lr . Douglaa 
Kr. Dutmore 
l!r. llcCloy 
){r, Cox 
Mr. Rost ow 
Mr . Locke 
Capt . Hendron 
J.lr , LeCron 
Mr. Wheeler 
Mr. Acheson 
Mr . Hicks • 
Mr. Fol ey , 
Mr. Swope . 
Mr. Bell ' 
Mr. vnu te · 
l£r , Viner ' 
Wr. Stewart ' 

H.U.JR: Are you (Hendron) going to represent 
the Navy? 

CAPT. HEIIDRON: Yes, sir. 

H.M. JR: How about the Army? 

MR. COX: McCloy hasn' t come yet. 

H.\I . JR: Well, l et me s tart anyway, even though 
he isn ' t here . This is what we would l ike to find 
out f rom you, if you could help us. If you distri­
buted, or whoever does the distributinG, five hundred 
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planu toaart and let•e •ar the7 were going to go to 
Auetralia ana Canada and the Middle laet, how are thoee 
oharged up on the booke? Are the{ oharged up to 117Pt, 
to !Detr&l1a, to Jew Zealand, or o the Britleh ..Plret 

IIR. COl: The7 are charged both ware, and the 
reaeon that 1e - for that 1e that it 1e not 1•t deter­
alnecl whether on a retranefer, whloh ie the wa7 the7 go 
to Australh--

H.K.JR: Talk louder. 

KR. COX: The7 go to Australia and to Rapt b7 
retranefer. That 11, the requl1ition i1 put in b7 
the u. I. The U. I. aska for a request to retran1fer 
to Au.tralia or lgJpt and that il the wa7 the7 go. 
Jow, the obligation in ter.a of the coat without enlu­
ation il .both war• because it haan•t Jet been deterained 
in 10 far ae I Ullderetand in the aaater agreeaent with 
U. I . ae to whether the7 are going to take on the full 
obligation for the empire or whether there mar be another 
arrangement b7 whlch the7 take on the obligat1on for 
the etuff that went to the U.K. and the Dominions each 
take on the obligation for what went to them. Is that 
JOur Ullderstanding, O.an? 

KR. ACHESON: Yea, that is right. 

KR. BEIJ.: You do han eeparate agreements, don't 
7ou, with those ooUIItries? 

KR. COX: No, not 7et. No. 

KR. BELL: Oh, I thought JOU did han a Lend­
Lease agreeaent. 

IIR. ACHESON: No, there ie no Lend-Lease afreeaent 
a• Jet. That ie one of the queetione bound up n 
theae dhcuuion• u to whether we Will han ancillarr 
agreuente with each one of the Dosinione whlch will 
pick up the transfers out of the aain Britieh account 
and will put that to the account of the Doainion, and 
then if the no.lnion Lease-Lends back to ue, it will 
get a credit- on that account. 
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MR. WHI TE: Dean, do 1 unders tand that that is one 
of the questions which is holding up the agreement? 

MR. ACHESON: Oh, no. That is something that will 
come after we get t he agreement . It i sn't hol ding i t 
up . 

H . ~. JR: I don ' t know which comes firs t , the 
chicken or the egg, but it is impossible fo r us to give 
you any suggestion on the financial thing until you 
tell us whether we are dealing with the United Kingdom 
or we are dealing with individual countries . Now, do 
you expect this meeting to decide which way you should 
go? Who is going to decide that? I mean, it makes a 
t errific amount of difference to t he Treasury. 

MR. COX: Well , I don ' t know that it can be decided 
here, because you have got the British in the picture on 
the other end of the transaction. I 1\ould guess that 
they would want it handled for the British Empire as a 
whole for fear that if you did it separately it would 
break up the st er l ing pool . Now, in determining this 
reciprocal aid thing, 1t seems to me in t erms of the 
dollar position, you have to f igure it both ways and 
then see what the Bri t ish count er wi th in terms of the 
reverse process . 

(l~. McCloy entered the conference) 

H .~ . JR: Hello, Jack, Come up here. de have ~ot 
a big question now. This is a question I asked ; this 
gets t o the nub of the t hing. I asked this question . 
If they distribute five hundred planes today to England, 
the Middle East , to Austral ia, and Ner. zealand, who are 
they charged to, you see . I mean, are they charged to 
the United Kingdom or to the individual countr ies receiv­
ing them, but I am told - well, Oscar said it is done 
both ways. 

Mk. COX: It is done both ways . 

H . ~ . JH : But it i sn ' t done at all . 

Regraded Unclassified



- ' -
MR. COX: No, aa far aa Lend.-Leaae booka are 

concernad, it ir done beth wa71. 

H.V.JR: .But you can't do it both wa7a. 

MR. COX: 1lbT can 1 t ;rou? 

39 

H.».JR: What are 7ou running, two seta of books, 
one for the inooae tax and one tor yourself? 

MR. COX: Oh, no, we laarned in the Treasury to 
l'llll one. 

B.V.JR: I don't und.eratana what 7ou do. 

MR. COX: That depends upon what agreament the 
United States Government reaches either with the Brlt1ah 
lfapire u a whole or with the U. It. and the doainiona . 

MR. WHITE: In other words, you are not doing 1t 
at all. You merely have the record tro• which you can 
do it. 

MR. srmnnus: That 11 right. 

MR. 1loCI.OY: That h aound too. 

MR. S1'£TI!BIUS: Sure. 

H.V. JR: Who are the people that are going to decide 
which •Y thia thing la goiD& to be done? 

MR. COX: Well, Dean la car¢ng the ball. 

MR. ACHESON: We negotiate the agreeaenta with JOU. 
We negotiata the kind of agreements that the government 
a• a whole wants to negotiate. I think probabl7 the 
people in this roaa are the people who are going to 
decide how that should be. 

H.M.JR: Well, are there some other people, Dean, 
outside ot this room who •hould be consulted? 

MR. COX: The Preaident ia one. 
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B.K.JR: Well, he alwa71 I.e pruent. 

KR • .lCBESOl'f: The onl1 other peraon that will 
have any voice in thia under the executive order would 
be the Chairman of the Board of !conoa1c Warfare, who 
baa to approve whatever ia done or baa to advise. 

KR. STETTIJITUS: .ldTiae? 

KR • .lCBESOl'f: .liYiae la the word, 7ea. 

KR. STmiNIUS: .ldviae and oonsult. 

KR. J.CB!SOl': Go ahead. 

B.K.JR: I can hold 'AT thought. 

KR • .lCBESON: I think it la larfel1 a question 
ot how you can organize the bookkeep ng arr~fementa. 
Whatever is done probabl7 will have to be p ed together 
through one purchasing arrangement and one original 
charge, and then those charges can be distributed after 
the Dominions get them or the other foreign countriea, 
taken off the U. K. account, but you can probably leave 
the management of all the dollar funde which are needed 
for all the Dominions here. 

KR. YiHITE: Well, Dean, the Secretary's point, and 
I think it ia vital is that in the determination aa to 
bow to arrange a poiic1 with reapect to the co.Penaation 
on the other end; in order to dehl'lline that, you would 
have to have eoae concept aa to whet are the budgetarr 
burdena, what are the foreign exchange burdens, of the 

Erticular units, or are 70u going to treat the Briti•h 
ire aa a whole so that part of the arrang«aent - the 

y iot Yihloh you hop;; t.J iM.pe hero, can~ be 
shaped unless you have the answer to the question as to 
whether in our considerations - in our evaluations of 
the budgetary burden and the foreir. exobange burden, 
are 10u dealing with separate uni a, the Dominions and 
U. [,, or are you dealing with the British ~p1re as a 
whole? 
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l!R. ACHESON : I think you will have to deal with 
it as a whole, but you will have to deal with all of 
them together. 

H.M.JR: Well, Dean, here is my problem now. This 
is in the room here, confidential . I sent over to the 
President this auestion, and - take it easy, Jack, don ' t 
throw your anns around .- to the President about this six 
or seven hundred million dollars , and I got word back that 
the President considered it inappropriate to bring it 
up at this time, see. So that means that from the British 
Treasury's standpoint, I mean in the next two or three 
months, they have reason to be worried, Now, we can't 
let thi s thing drift on forever . Kingsley-Wood is press­
i ng me very hard, so I think we will have to move a 
little bit fa ster, and the Lend-Lease people are going 
to have to make up their mind, are they going to deal 
with the Briti sh Empire or wi th the v3rious members, 
and after that decision is made, then we can get down 
and talk finances . 

MR. COX: Well, Mr. Secretary, we --

H.M.JR: You just can't leave it - have two sets 
of books , because tha t doesn ' t answer anything, Oscar. 

~. COX; Oh, no . I wasn' t saying it answered 
this question. ~e would prefe r to deal with them directly 
and separately. 

J.ffi. STETTI!-.'11JS: Each Dominion" 

H. \I .JR: You would rather do ~.hat? 

MR. COX: Deal directly and separately. I mean, 
each Dominion, rather that the Empire as a whole . I 
mean, for purposes of Lend-Lease 1n reverse and for 
other purposes . Now, when you do that , you can th?n 
execute the policy you were talking about of start1ng 
off on the assumption that we would go on Lend-Lease 
in reverse for each one of these , and then meet the 
specific problems that each one bad , which would be of 
various characters . One will be, in the case of Australia, 
they will say, ~we need more supplies to make tires.• 
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It 1• poeeible that a good aaQ1 of thoee oan be aappll.a 

till'oqh Lend-Lea... Or, the;r, M7 oOM &lnc ad •ar 
their debt aenioe in tenu of ehrllJII obllgatiou in 
Loadon and dollar obllgationa in the Uilte4 State• le 
auoh that the;r need eoae 4ollara ana eterllng or tbe;r 
u;r oo .. along aa ln the oa .. of China and aq, "We u .. a 

a loan fr• ron tor nrioue purpoeaa of our internal 
altuatlon. Now, it eeeu to u that pollticall;r rou 
cculd get a China kind of loan tor Auatralia .uoh eaaier 
than ;rou could tor the whole of the Britieh ~ire. 

H.M.JR: Well, I aald that earlier todq. 

MR. COX: Well, that ie one of the reaaona w~ I 
aar that. Secondl;r, ;rou can get all the coordination, 
1 t aeeu to • that h neoeaaar;r nen though {ou deal 
with each one of thea b;r dealla& aa Dean poln ed out, 
with all of them together. 

H.K.JR: But, I mean, I haTe been in the Treaeur;r 
long enough to realice that under war tiaee the dollare 
take aeoond place to munitions. 

MR. COX: That is right. 

MR. STETTINIUS: Sun. 

H.K.JR: So, therefore, I think rou people haTe got 
to eettl'e thh thing, which h a big political queetion, 
and aili tar;r question, are rou going to deal with the 
~ire u a wliole or with the uni h, and then we can oou 
along and fix up these fellows &I beat we can with their 

dollar requirement•, but I thi~ - I don't think I would 
want to 117, decide, beoauee on account of the dollar 
nude, whether it lhould be the Ellpire of the lndlrtdual 
aeabere. I 'think that ia a aeoondar;r coneideration, 10 

I think rou people in the State Departaent and whereTer 

elee - I haTe got these tirree . It runs into a lot of 
aone;r. I think the Britia Treaallr7 ia entitled to an 

anewer, what we are going to do to help them out during 
the next few aontha . !hen we get baok to an entirel;r 
difterent . thing that ia preaaing, this thing that eTery­
bod;r 1171 to ae, that shipping comes first and eTer;r tlae 
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we oan buT a ton o! supplies in &D1 of thete countrjes 
!or our troopt, that is just that .uoh gained d I 
don It think we are uking nrr IIIIOb headwa7 that N, 
as far as I know. it leaat, f the7 are, I don't know 
of it. Also, the last thing that tbe7 aentioned, these 
ahlppera whioh are going out to !ustralia and New Zealand 
oome baok full rather than e11pt7. Reall7, there are a 
lot of important things if thla other thing could be 
aettled. We could aon nr, faat, Dean, on. the financial 
thing. We could aon Ylf'7 !aat. 

KR. WHitE: the aajor iaplication.a of the decition 
whether to deal with Doainion.a or w1 th the whole un1 t 
l1 one, it ae..a to ae, that affects the British Eapire 
auch aore than it doea ue. It hae political iaplicatlone 
whl ch are enoraoua and it aeeaa to ae the7 are the on11 
whoa• decision alght be decisive. 

KR. !CBRSON: Yea, thaT wanted to be treated aa a 
unit. 

KR. WIIITE: But do the dominion•" 

KR. !CHESON: Some of thea, not . 

KR. WBI'l'E: I gathered that !roa--

KR. !CBESOI'l: Canada do11n't want to be in on it. 

KR. mTE: Or !uatralia. 

KR. !CRESON: !nd !uatralia wants to be treated 
aeparatel7, but 70u have fot to treat thea aa a unit 
if fOU are going to aake hea paT seven hundred ail­
lion dollars, because the onl7 wa7 theT get tha ia bT--

MR. WHITE: No, I don't think that that ta the - I 
think we oan work out soaething that could fit anT 
deoiaion 70u make. I think we oan work out the exchange 
problea and the maintenance of their budgetary position 
and their exchange p\ldtion to suit fOur needs and 70ur 
deoiaion. therefore, I aa inclined to think that a 
uttar of that aajor i.Jiportance could hardl7 be aettled 
here without the Britiah. 
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MR. COX1 Don't JOU han two phaua to itt ODe 
11 what ia the desire Of the jaerloan GoTe~nt for 
the purpoaea of putting it ui to the Britilh. If the 
.&IMrioan Oonrmunt aa a who e aa71, "'re 110uld lib to 
deal directl7 with the da.inion and in eaoh oaae .ate 
currenc7 or aoneta17 or ..AI:Jler arrug~Mnta to aeet 
their partioular probl ... ;" then the Brithh take it 
up froa there and probabl7 what will happen ia that 
)fr. Churchill will get in touoh with the President and 
"7, "We just can't do 1 t. It' • going to break up the 
lapire.• Then JOU proceed froa that point on. 

KR. E.ELL: It ..... to ae 1D dealing with the 
indl Tidual countries ru do run into thia budgetUJ 
problq which we won' get inTOlnd ln. 1h1 don't we 
deal w1 th the Bri thh Gonl"lllllnt and let th• thJoaah 
out their inter-budgetar, probl ... aaong theaaelTeaT 

KR. COX: Exoept that there are a great .ultitude 
of reaaons which we haTe aeen in the operation where 
it ie .uoh aore desirable in the aaln to deal direotl7 
eTen though there is a high degree of coordination 
between what &DJ dominion doea and the U. I. Governaent, 
beoauae there are m&DJ caaea where the intereata conflict 
aa between th.m, but not with the UDita. 

KR. WHITE: That baa been true of Canada, !~~gland, 
and .lultralla, h beginning to aalte that - tab tliat 
poai tion. 

KR. COX: That h right. 

KR. BELL: I can 11e diffioulti11. All of th .. 
except Canada are - if we get involved in their inter­
budgetarJ preble.,, and we are going to apend I&J two 
hun!red lll.lllon dollara in .lUatralla, and the7 are getting 
fift7 alllion dollara on Ltnd-Leaae, t~en the question 
arlaee whether the{ get the extra do!fara or we get 
oredit on the Brit eh Lend-Ltall. I should think JOU 
are going to get nrr involnd b dealing with thea 
aeparately, both froa the dollar aide and the budgetar, 
aide. 

KR. ACHE3)1: Dan, it "ould be pufeotly poulble to 
han one cantral account or agenq w1 th which JOU deal ana 
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then aa thtJ tranafer thlnga to Auatralia or ao .. whare 
alae to take thea out of ~at account ana put thea in 
the Australian account, or eoaebod7 elte'a account ana 
that reduces the oTer-all burden of the United !lngdoa. 
It dealt the aateriala out where theJ art going to be 
an,wa7, and that la a IIOOildarJ aathr of '&ookbepiJIC• 
I quite agree in the fir.t inttance tinct theJ are pool­
ing their dollars and pooling t~eir obligations here fOU 
baTe to deal with the U.l. to ttart with, but you can 
ban subaidiaey and ancill&rJ agreoenh ao that b toon 
at itJoet through the U.l. then it goes ou where it 
will tia&ttlJ end up. 

KR. WRITE: Let • gin fOU a clear case of a prob­
les, Kr. Seoretaey. Here is South Atrioa. South Africa 
baa probably four hundred silllon dollare worth of gold 
and gold producing. Now, if you were dealing directly 
with South Africa, the problem~ of foreign exchange and 
budget would present a TtrJ different picture, and JOur 
treabaent .Ught be different than la the case now when 

rou are dealing with U.~. aad U.! . aaJs, ~e cannot 
nclude South African assets among our attets because 

of the delicate political situation and whatnot,• and, 
therefore, though in a tense you are dealing with the 
British ~ire and I don't know whether South Atrioa haa 
atked for Teey auch Jtt, but if aha were, just bow are fOU 
going to handle that? Jlow, TOU .Ught tq, -we will take U.!. 't 
word or her juag.ent as we haTe in the paat and ignore the 
aaaeta of the indiTidualparta of the!arplre.• You could do 
that. 

KR. COX: . well, the other Tariatione which inTolTet 
tha three-aided thing tht Seoret&rJ aantloned it in the 
oaae of Auatralia. Th•J 117, "We are readJ and willing to 
giTe you eTer}thing that is produced or produceable in 
Australia, but we do haTe a problem and one of the proble., 
is meeting the debt aerTioe of sterling obligation• in the 
u.s.• Row, it is conoeiTable that fOU haTe got a three­
cornered poaaibillt{ b{ which you tiT to the Britiah, "!a 
part of the return ha we get for Ltnd-Leaaing rou, we 
would like to han fOU put up a eterllng credit for the 
purposes of a .. ting th• Auttralian obligations which are 
an intar-atarling thing: and to the Auttraliana, saying, 
"In tarma of gooda and auppliea and serTicea fOU need, we 
will auppl7 thea under Lend-Lease and to the exttnt that 
JOU ara afraid of inflationaey tendenoiea in t~~ of JOur 
aeouritiea, •• will go up and aak for a loan, for a China­
kind of trantaotion. 
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H.U. JR: Well, can I awltch a llinuh? 

l!R, ACHESON : Yes . 

46 

H.li, .TR: \'ie , here in the Troaeurr, are ncy cucloua 
to know what kind of a piece of paper 7ou (YcClo;y) 
give aa an I .O.U. when 7ou ~ these supplies from the 
U.K. You said 70u gave them somethinc. 

KR. McCLOY: '1\e uae the exprouion, chit. I haven •t 
seen tho chit . I know it att~ta to evaluate. It pute 

· nalua tion on it. I can got one I auppoao by cable. 
We han an agreement between ourulns u to what the 
value of the thing ia, No aono7 paaoea, but we just -
it is in essence a receipt with a atated value on it . 

H.ll.JR: Could a<111ebod7 get Bell let hill know 
more about it . 

WR. YcCLOY: Surely, I will get you the exact-­

H.M.JR: Then we want to e.sk, supposing you bu7 
in Australia ten thousand dollara'worth of sugar and ;you 
give this chit . How doea this local merchant get paid? 

liR. llcCLOY: To date the Australian Gonl'IIlllent pa7a 
the local merchant. 

H.M.JR: The Australian Gonl'IIIIIent? 

IIR. BELL : So rou are dealing with the Australian 
Govel'IIlllent , 

liR. lCcCLOY: That ia right. 

ll.K. JR: Do we have the details of those? 

IIR. lloCLOY: Yea, you can have t hem. 

·H.Y.JR: We wondered i! it would be possible to get 
the Navy on a ailllilar buia . 

llR. lfoCLOY: I underatand tha Na'7 are operating on 
a quito different basis . The;y are pa;ying dollara. 
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CAP!'. Bllll&M: So far I th1nl: there h 10M 
autermoe in the prooedur.t w1 th cllfferezat oountriu. 
I know tba a caae o111e to 11f1 attention toU., Where 
an inue waa made to NaYJ and Cout Guard nuela b)' 
the Canadian Govel'llllezat, but wae precluded from beinf 
p&id for to the Clnacllau Gonl'lllllent by the Seoret&rJ 1 
alapatoh tl:at went out on the fifteenth of Jauuaey. 
I don't know what waa behind that but so far the 
Canadian Government ha1 not been re-imbur1ed. 

KR. BELL: But you are using sterling. 

H.ll.JR: !he point we felt, until this ~g was 
settled, because it mar take - oh, it mar possibl7 
be a couple of months, mightn't it? 

liR. 1CHESO!I: It aight, but I think it will be 
sooner than that. 

B'.U.JR: Well, it might. Jnt it we could get some­
way eo that at least the U.s. Goverruaent was dealing with 
the U.K. on a similar bash aud it :rou didn't want to 
do it this way, the sugceetion we had aa an alternative 
possibility, we could borrow enough 1terllng for you so 
that you could pay in sterling in these different countries, 
you aee. We woUld just tell therm wb.Y we were doing it and 
furnish you w1 th enough 1terllng ao that you (Hend.t'on) 
could par ~ather thaD to use dollars. 

C1Pl'. IIEIIDRaf: !he procedure with private individual• 
h cash on the barrel head ao far aa the li&Yf is concerned. 

llR. COX: That h where the sterling ie vecy important. 

li.~.JR: Well, we would give you the •terling. We 
would borrow the sterlin& !rom t= Jle.n!: of England, and 
tell the •111 and thm .Ue arrangements that you could 
be paying th11111 in sterling pending this over-all agre11111ent. 

KR. KcCIJJY: How are rou dealing with the Goverruaant? 
Supposing rou buf 1authing from the Government now? 
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"- Autrallu Gon....-t, •• will..,. 

CAH. liii1iDROli: 'i'ha t 11 1JI a 1 ta tt o !abo pc&g 
ICIII future cieoiliGD, aa I get 1 t from '!ilL t I d1aoonrecl 
to4q. 

KR. JlcCLOY: You are getting auppl111 eney day now. 
You muat be glTlllg th111 a chit too, or something. 

C.lPT. HENDRON: I clon't know what the7 are g1Ying 
tha but the:r are not girlng th• aane:r. (laughter) 

H.ll.JR: Would :rou llind 1.t •• preaaed you a little 
bit on thia so we coUld tllld out? 

C.lPT. ImiDO: Y11. 

KR. lloCLOY: I will fincl out just exactl;y what we 
are aoing with the Gonl"DIIIant ancl the printe concerns 
on the ground. 

H.ll.JR: Because Jlr. Acheson may find himael! veey 
well in the position that tha;y will be facing hill with 
an argument. Here the A.l"JJI1 la doing one thing and the 
!la17 ia cloing another, and he lllight be embarrassed. 

Jm. CQX: I think he 11 lik:el7 to be faced tomorrow 
aorning with the question of how are the:r buying fooa in. 
.t.uatralia ana other ialanas .tr• printe .til'llla. He ought 
to be able to anner it ta.orrow. 

KR. iHITE: li&Ye tbe:r ind1oatea intereat in that 
question or ia someboaf going to plant that question? 

B.ll.JR: No .triencl of Dean'a will plant it. (Laughter) 

lm. COX: Friana or en.q. 

KR. STE'l'TINIUS: I think that question la veey 
likel7 to arlee. 

lm. COX: Jack, I tallcecl to Jfa3or WLinhouae and he 
aaia be was Sling to .tina out. I don't know whether he 
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baa had any luck on the food thing, particularl.T in the 
Nor n Ielana. . You UJftDt to uk hia about it. 

MR. McCLOY: I will check up. Somebody oYer in 
your (Hendron's) place has been talking to us about it. 
I tried to check that just beofre I got hare. 

CA.PT. HmDRQi' : Captain Rose in Supplies and 
!ocounts, was it? 

MR. li!cCLOY: I gueas that ie who it was . The7 
had a meeting last week. I aade some effort to t1'7 to 
clear that, get BCI:le unifon:li.t7, but I don't think 
the7 got very far . 

CiPT. HENDRON: lbo instituted 7our procedure ot 
operating on a chit basis? Wu that the Secrsta1'7 of 
Yar' a deciaion? 

MR. YcCLOY: It really was the Seoreta1'7 of War'a 
deoieion but it resulted from a call that Case7 made, 
because I said, ~e are ready to give 70u aJQ'thing. You 
don't need to turn IDY monq over." 

H.!.!.JR: The Australian W.niater? 

)IR. llcCLOY: Yes. I think be instructed his 
Government to do it before he even saw us. 

MR. BELL: We are furniahing JOU sterling down 
there. I don't knoil whether 70u are paTiJlg it out or not. 

UR. COX: I think most of that ii private. You see, 
70U have got a gap there between the governmental things 
and the private things. 

MR. BELL: Yea. 

WR. WHITE: Well, how ia thia question going to be 
answered b;y the NaV7 or the J.l'm'f it it is uliCed tomorrow? 
I 1nean a.re they going to ann~r it in such way as is 

foing to pre determine the rlicy or ia the answer going 
o be a vague one in case i is forthcCDing'l Ian't that 
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one of the matters 70U want to conaider here? If 
queation is going to be asked, how is it going to 
be answered? 

50 

the 

H.ll. JR: \'Tell , it ie kind of tough for - I don' t 
think the Captain could really tell me today how it 
is being done, I gath r . You don ' t know yourself, 
do you? 

CAPT. HENDRON: No air, I don ' t. 

llR. VIHEELER: Jil' , Secretary, there is one C}Ueetion 
along that line that Secretarr Wickard ie worrying about, 
whether he might be asked and that 1e whether the J.~ 
or Navy ie buying cheae over there that we have sent 
over under Land-Lease. 

llR. COX: We had better cb.eck up on that. 

UR. McCLOY: Yea, whether we are buying Lend-Leased 
cheese . 

MR. COX: With American dollars . 

llR. McCLOY: I think you are apt to get that question 
asked tomorrow. 

llR. COX: That is the question . 

llR. ~laTE: Apparently you are just paying for the hole . 

H.ll. JR: We will have to decide with wh1111 we are 
going to deal. I gather you (Acheson) are pressing !or 
all you are worth on that . 

1!R. ACHESON: 1,\ e are preeaing as hard as we can, yea . 

H.ll.JR: And than if the Army and Navy would trr 
tb.eir best not to make any commitments which could be 
thrown back at us eo that we can keep this thing liquid. 
Nothing is decided, ie it? 

llR. llcCLOY: I think that ie just what we ought to 
say tomorrow. That is really what we are doing. We are 
aaking a record of every transaction. Maybe at the aoaent 
we will have to pay s0111e dollars to get e0111e gas on the 
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ground. ·rf we haTe to, we pay it. If we don't, 
we keep a record of the trsnaactian pending aame clear­
ing house tranaaotiOil which will detenlline what we 
are doing there. 

H.K.JR: I would like to ask rou one other question 
for 1111 education. Y,ben an English or Canadian or an 
Australian flrer caaea over here to be trained in this 
countcy, what h that financial arrangment? 

YR. COX: It is all Lend-Lease except for personal 
expenses. 

KR. STETTINIUS: Lend-Leaae financed. 

)(R. COX: Except for personal expenaea outaide 
the line of--

H.JLJR: \'ho paya their eal&rf? 

YR. COX: The British Government. 

loiR. llcCLOY: They pey their tuition. 

llR. STE'I'TINIUS: And their keep and transportatiOD. 

H.K.JR: Then put it this wa:r, the British Govermunt 
or Australian ~oyernment pays their salary, but eYery­
thing else is Lend-Lease? 

MR. COX: That ia rigbt. 

KR. STETTINIUS: That is rigbt. 

I.!R. COX: What they do on their own time is -­

H.li.JR: I! we wanted to do the l&llle thing in 
Australia, well, say we will pay the salary of our 
solidiers, but eYerything else would be Lend-Leased if 
we wanted to do the sue and that would be the atarting point • 

.llR. STETTINIUS : That ia right. The plane and the 
fuel and the board and the keep Of the boy would be --

Regraded Unclassified



- 1 - 52 

B.li.JR: That ia what we would atart fr0111 and 
then we would get the beat deal from t here. 

lffi. STETTINIUS: That ia right . 

B.li.JR: But that ia true with Australian fl7ers 
here or anJ--

llR. STETTINIUS: Anr foreign f17era . 

llR. ACHES<fi : lla;y I aak a question that goes to the-­

B.li.JR: Please. 

llR. !CBESCJf : • to the subatance of what we would 
have to work with the Bri tiah on. If it i& decided now 
that it is inappropriate to bring up the taking over of 
these pre-Lend-Lease contracts--

H.Y. JR: Well, that is the Preaident' s decision . 
Didn't I send a copJ of that to Mr. Hull? 

~. ACHESON: Probabl;y but it hasn't come to me. 
Does that decisioni partic~arl11 if it should continue 
right through unti the end of tne contracts affect the 
question as to whether the British, either the U. K. or 
the dominions, can lend-lease ~n reverse to us? In 
other worda, do the J have to get paid in order to get 
the dollara to pe'f those pre-Lend Lease contracta? 

H.ll.JR: Sa;y it again, Dean . 

IIR. ACHESC!f: If our decision, this govel'llllent' a 
deoision, should be that the British pa;y the five hundred 
or six hundred million dollars on pre-Lend-Lease contracts, 
does that require us to bu;y these materiale from the 
British and the dominions in order to give them the 
dollars to carry out--

UR. COX: No, but the British will--
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J.:R . \,l!ITE : You can ' t say, J.".r . Secretary. 

H.;:. JR: No, because I can give you a case. Y/e 
have spent- we can say to them, "1'/J have spent I don ' t 
know holT many millions of dollars in Bermuda and Jamaica 
and other places for bases . V.'e have paid dollars , Now 
whatever we are going to do will be from such and such ' 
a date, but we don' t expect you to Lend-Lease what we 
have paid for the last year and a half ," 

UR. COX: But the ~ritish will argue back - you 
can ' t answer that. The ~ritish will arbUe back that 
despite that if they ~ in full hog on this Lend-Lease 
in reverse, they just can't practically or physically 
do it without the take-over of these pre-Lend-Lease 
contracts, because they haven ' t got the dollars to pay 
their pre- exi sting c~itments . 

MR. \'!'rliTE : Well, you don ' t lmow whether they would 
be justified in saying that . VIe don ' t lmow at this time, 
because they are going t o have some money. The question 
is how much money, n, do you want them to have, and b, 
how much of these potential expenditures are going to 
causo them to buy more goods or a character that they 
would have to pay more dollars for . In ot her words, 
it is that - it is the answer to that question 11hich I 
think has lead you (Secr9tary) to say you want to keep it 
fluid, because we just don •t lmow how this is going to 
work out . 

H.l.l . JR: '.'.'ell, I didn ' t talk to the President about 
it . I sent it over and he sent it back. The word he 
used was inopportune . That doesn ' t close it. 

m. \11 ITE: No, it is not closed. 

i.lR. ACHESO); : I just wanted to lmow as a matter of 
financial fact whether accepting that decision and . 
going ahead on it required us to modify Lend-Lease 1n 
reverse in order to furnish the dollars to the British. 

H.M. JR: \'!hen you get into this dee.l, if ¥ou said 
to lile , ••,,ould you be willing to go to the Pr~s1~ent and 
ask him to reconsider it," I am perfectly w1ll~~g t o do 
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lt, Ia that what 70u aeant 

KR. .lCll!S<B : yes • 

B.M. JR: I would be ver1 glad, if 10u~et to a 
poa1 tion where lOU have to, in order kee e 
Engliah balances to a certain minim lave , 7ou have 
to do it, I would be per.i'eotl1 willing to go back to 
the President with the facta and I&J, "Now, 7ou han 
juat got to do it,• tor such and such a reason, 

KR. WHITE: That would have to be in the next tew 
aontha, because the lllount h dim1..nhhing. 

KR. BELL: I wonder if an answer to Dean • s questiOn 
ien ' t that the7 should keep this agre1111mt so flexible 
that JOU could suppl7 dollar• tr1111 these J.nu and Na-q 
p&JIImh to the British Government to meet these contracts 
lt it was found necessarr later on? 

liR. COX: Or even more flexible than that or b7 anJ 
other means which the American Government thi~ wise 
to meet the dollar balance position. It m&J not be a 
take-onr. . 

liR. WHITE: Yes, but that isn't an issue. Those 
other flexible means still remain. 

Jm. COX: That h right. 

KR. BEll: I think we han got to aee that thq 
have dollars to meet those com:dtmenta. 

liR. COX: That is right. 

C.lPT. HmDJlQI': would like to uk JOU • question 
right now, Kr . Cox, to relieve us ot some 1111barrassing 
situations that .i'aoe us illlllediatel7. The British are 
&eking ue to take over the balance on some ot these 
oontraote. Now, I think that we han the mone7 available 
in previous Lend-Lee.ae couitlllmte to use so that we can 
oanoel same ot those contracts with Lend-Lease mone7 
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thing we will just leave it out for the time being. 

H.M. JR: Well, the Captain said he would cancel it . 
That wouldn ' t mean that that would put any money back 
into their hands . 

MR. COX: It would. 

MR. Wt~ITE : Reduce their commitments and they might 
get s<l!le cash. 

J.IR . COX: They might get a refund fr<l!l the manufacturers. 

H .~ . JR : Couldn ' t Cox take a look at that. 

CAPT. lmiDROO : \','ell , we have quite a n\lllber of them. 

!.!R. STETTINIUS: \'/ell, I am familiar with this , 
Ur . Secretary, and this falls in the broad category 
that you and Jack were talking about , about the over-all 
seven hundred mi llion . 

H.M. JR: It is the same t hing. 

!JR. STETTINIDS : Exactly the same thing. You know 
that . 

I.!R. S\','OPE: Yes . 

J.IR. STETTINIDS : And I think a policy decision for 
one is a policy decision for both. 

CAPT. HENDRCII: I am holding the things , not doing 
anything with them. 

HR. McCLOY : We had a case similar to yours where 
there was a pr oduction hold up . we just took over that 
contract and the British did get u refund on it . It 
was machine guns . You remember, Oscar, that machine gun 
business . 

J.IR . COX: Yes . 
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KR. llcCLOY: They got a refund on thnt and we 
just carried on that tad went into o ·~•a eqkipoeut. 
Theoretically it went into our Ar:ll,y' a equillllent at 
least, but it all went into the pool out of whioh--

CAPT. HENDROO: That is just another way of doing 
it. 

JIR, STETTINIUS: There han been a series of take­
onra, Jack, over the mon tha i'rcm tllle to time. 

MR. llcCLOY: And wherever there ia apt to be a 
production lag, we step right in. 

KR. COX: That ia right. 

MR. llcCLOY: And take it over and call it our goode 
from then on. 

MR. \'IlliTE: ~ley h there a production lag, because 
they haven't got financea to pay ~r it? That is a 
very peculiar situation, Ur . McCloy. It isn't warranted 
b7 the facta. 

JIR. COX: That is the problem. They are using 
the production lags to get the bail-out. 

H.ll. JR: What? 

MR. COX: The euential qnestion h, are they ueinf 
the production lag for the purpose of getting a bail-ou , 
because, as Harrr points out, factuallf they may have the 
dollars to continue the production, mean, their present 
cash--

KR. WHITE: They told us the7 haven't got the dollars 
and therefore, are delared in their ability to get the 
goods--if ther have, that is something new. 

H.U.JR: Well, Ed, I think somebody ought to sit 
down and take a look at this . 

liR. STET'l'INIUS: llell, we will go into this. 
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H.ll.JR: What else, gentlemen? 

J.!R, COX: v;e may l:wwe h e.mk !or fa:o.!'; tc ait in 
on thia . 

I.!R. McCLOY: I just wanted to point out - this 
may not be very apropos of What we are now diacueaing. 
You should bear in mind that although you may oharge 
a given government with a certain number of planes, 
well say, those planes mar star in that government's 
pouenion onl)' a dar or two. When ;you are unding them, 
for example, into the ABDA aector, we are reallT sending 
tha into the unified command. The)' mar be on]J' going 
through 1n transit, so that rou can't build up much bookkeep­
ing on tha baaia ot the allocation to a particular gonl'lliiODt 
on =!tiona. Of course, the pa)'lllent of dollars into a 
countr;y h socething alae again but more and more as 
I visualize the dnelopnent of the campaign n are 
goinc to send finiehed munitions into theaters of 
operation rather than a particular countr;y1 and we mar 
get ver;y confused and our bookkeeping may be ney 
artificial if we try to tie it into the particular 
members of the British Dominion or the Dutch East Indies . 

KR. COX: Well, ian ' t the Secretaey's approach 
basically alonf that line, that ia, if everyone extends 
thaaelvea in erma of auppliea, to throw than into the 
pot and throuzh a dispensing atation in the theater of 
opere tiona . '!'hen fou ul tl.ma tel)' c1111e to the thing that 
the tranaactiona m&)' be ccmpletelf waah11d out and that 
the onlr intermediate problem mar be a question of having 
enough dollars for a particular purpose and that JOU maet, 
in each case, b7 whatever teohnique ia the wise~ to do it 
with. I nean ohTioualy, you can ' t- when the soldiers 
are fighting in Australia and throw their guns to American 
aoldlera, rou can't keep a record of it but baaical~, 
if they are all willing to r Ltch in with th~ir euppliee 
primarilr, and onl7 treat the money thing as a secondary 
consideration, then your bookkeeping doesn't have to be as 
well done as it ia done here in the Treaaurr. 

JLR. BELL: I don't know what that h . 

H.~. JR: I don't either. Let it go. 
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KR. COX: That h juat a ola loralt7. 

H.II • .TR: Well th~~~o Dean, we will walt on JOU. 

MR. ACHESON:: I will do rrq but. 

H.li.JR: When JOU are ready, will JOU give us a o&llt 

KR. A SON: Yea. 

1lR. )lcCLOY: And it pou1ble let ua !mow be!oN 
hana what the t7Pe o! tranaaot1on h wheNbJ n get gooda 
1n .Auatrali& and the doalniona now. 

H.K.JR: If JOU would, and I whh the Na"7 would 
do ·tbe s&IUI. 

lll!. JloCLDY: We will &lao tind out whethel' we are 
bu)'ing ohe .. e. 

W. H!lfDRDN: I 1111 wol'ried b{ one praotio&l oon­
aidtration. At the pr&aent time know that we are 
paying oaah on the barl'el head to private creditors, 
ana l.t aeeae to me that rnu would han to get some aort 
of an arrangement with the Govel'nllent in which these 
di1bur1ing ot!icers in the territor)' where the)' operate, 
the same - aiailar to what Mr. 11cClo7 has in Australia, 
before we can switch OTtl' to the new procedure. 

IIR. WI!ITE: i sillple dnioe would be, all that 
could be &l"l"anged up on top and needn't concern tbt 
Na"7 at all it the Na"J were given the ourrenc7 with 
which to JUke paJUnta, IIIld tllat would be eterling, 
and that would be arranged b7 the TreiiiU1"J ao that JOU 
wouldn't have an7 pl'oblem at all. You could contlnu• 
to p17 oaah wherever JOU needed to. 

1IR HENDRON : Well, in the immediate interia, 
though, ea7 tomorrow, JOU go to a local creditor and 
JOU a&J, "We have changed our procedure and we are not 
goinf to p&f JOU oash." There ·la a little oon!uaion in 
the ntll'la. 

KR. IBI'!'E: I aee. 
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Jm. 00I1 'lrell, that )'OU clon't want to clo nOW, 
cloJo~' I .. ~. 10u don't want to force local priYate 
in Yicluala until the higher goYern.ent polic1 la 
dahl"'llnecl to 1Upplf goocla to tha 11'111 and NaYf--

KR.'HENDK>N: I thought it wae the othar way. We 
want to keep it liqui~ from now on. 

H.)(.JR: No. 

MR. COX: b I understand it, this ia where tha 
goYai'Daent itself wanta to aake &Yailable the gooda--

H.Il. JR: If poaaible, rather than p-r caah; it we 
coul d get either on a chit baala or if not that, get onto 
a aterling basis; and if nacea&&rf, we could juat tall 
the English we would like to borrow ten million or whate•er 
ia neoeaa&rf, dollars or sterlin& froa 7ou. That W&f 
we would leaye it all open, fOU aee, and fOu could pa1 on 
the barrel head in sterling. 

MR. COX: )(r , Secretar7, could I aak ru how 70u 
would intend to borrow it, beoauae it migh affect this 
pending appropriation politioall7. 

H.M. JR: Oh, no . You wouldn't know an,thlng about it. 

MR. COX: Well, the queation isn't whether I know, 
would Congress know? 

B.li.JR: llo, the7 wouldn't know an,thlng about it . 
You juat wouldn't know it an7 acre than fOU know - fOU 
han got &rl1 idea how auch we gin the Al'a1 and N&Yf 
e•el'1 da7 in dollara . I aean, you don't know how auch 
tha Anly or the Na~ calla up and aaya, "We want eo 
~r dollars today. If we gaYe it to them in sterling, 
1t s just--

liR. RELL: We are giYing it to them in sterling now. 

liR. WHITE: In fact, there is an inatruaent whereb7 
fOU can get it whenenr fOU want. 
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. 
MR. IIIIDDt I thlak, Jlr, Stontarr, tat tbat 11lU 

be the ft1 it will work ••t lffloltntl7 W QU!okb, ll 
":! to borrow t~ lterl1Dg ua ... t thl o-s.t..nh witk 

1t1r11ng 10 far &I OUI' p011t1on 11 OODOII'Dt4, DO prtl~· 
&1'1 groWldworlt hnlng b11n la14 tor thl ohi t balii, 

B.II.Jlh .. ll, Jlr, Bell han4lll that now for thl 
1NJ• You don't handle it tor the •aYJ, do 7VIlf 

MR. BllJ.: Oh, 711. Captain Roll 11 onr bert U.01t 
eTer,r d&J, getting a tranafer into that area, 

R.II.JR: lou ou gln thea ehrling juet u well u 
doll are. 

MR. BELL: 1re han been fiTiiii thea a dollar credit, 
but they take the doller cred t ud convert it to 1terling. 
They uee eterllng ln a good .aDJ o! thoee placee. 

MR. HENDIIDN: Im't that quutlon aolTed then bJ 
thlt .. ana. 

MR. BELL: Ho, btcau11 7VU an reall1 paJing out in 
effect the 4ollara, ud thtJ are gone. lbat the Sec­
rtt&l'7 wuh 11 to borrow thl 1hrl1ng ud 7VU paJ that 
out, and then wha 1 t o-• to 11ttllng the whole utter, 
.. will wuh out the 1hrling. 

MR. WHIT!: .&Dd that oan be arrqed b7 llr. Bell, 
ciTing thea 1terling. how Kr. Bell get• the eterllng 
wouldD't concern th•. That could bi nr,r ealil1 
al'l'&nge~. 

B.II.JRr !bat. i1 right. 

lilt. BELL: But the War Dtpartunt, Jlr, Storetaq, u 
I UDder•tand lt, p&JI the prlntl oreditora. 'l'hl o~ 
thing for whl cb theJ gin a ohi t h the 1tntf that thtJ 
get froa the goTeroa.Dt ar~enal. 
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JIR. lloCIDir 'l'hat h to•relb "· !!:.an 1WI • 
oaae or two where there wu a ,.roluer, I • told -
no, thl7 ltarted that ..,, bat tM7 thlu tha7 hue rt 
to fiYe the pr1Yate aaD .oae,. It 11 too oo.plio•t• 
to o 1t ai"'UJJd the other wq. 

MR. HENDRON: I thiU our 11 tuatlon la the sue, 
uoept that we aren't giTillg thea the ohlt. We aren't 
g11'lng th .. &nrthing. 

B.K.JR: O. IC., 1a that alU Well, then, we will 
call a aeeting again when 7011 (.&che•on) let ua mow. 

MR • .lCHRSaf: .lll right. 

B.K. JR: Thank 7011. 
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!S'l'I I'.A!t Or c.lSl! TO l!3 SPl:e' BY UIII!!:D S".J.fiS .1!!1!ED 

fO!W".:.S p_; FQ!!l:IG1i 1'E!i.'U'l'OI!Y DUBillCl 1942 

Storli!l( J.ru (Amy) •• 

Sto<l11>4 J.r .. (lla"7) •• 

Su...-total •......... 

~\alde attrlin« area . 

:otal I.end-Laaoe ••• 

•. Lent-I.ea&c •• ...... . 

JrA.nd ~o tal • ... ..••. • 

Soc rotary 
<Dl" .. r . 12, 1942 

!Uli t ary Pay 

$176. 580, 000 

25, 2QO, OOO 

201, 780 , 000 

55.805,000 

$257. 565. 000 

$ 2, 497. 000 

$260,082 ,000 

C1T111an PIQ' Suppliea e.n4 
H&terialo 

$388,526,000 $116,399,000 

22 , 800,000 17. 750,000 

1.11, 326,000 1)4 ,149 ,000 

92. 22) ,000 42, 146,000 

&503 . 5"9 . 000 $176, 295.000 

$ 902 ,000 $ 322,000 

95o4. 451,000 $176 , 617,000 

63 

'l'ota1 

S6U,505,000 

65,750,000 

747 . 255,000 

190, 17~.000 

5937.429,000 

$ 3.721,000 

$941,150,000 
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[PUBLIC L• w 354- 77TU Co:<onsa) 
[Cu• PTEM 593- lsT SES81oN) 

Ill. n.. 62331 
~'-:ACT 

To upe4Ue Uae pro~~~CCUt.Son ol the war dfon. 

B• it tMct<d by t!t4 &MI• otwl B ouu of Re,.....U<Jtiou of tAo 
t"aittd Sto/u of America in Congr<u ouembld, 

TITLE l-COORDHiAT10X OF L~CUTIVE BUREAUS IN 
THE I)(TJ::IlEST OF T HE MORE EFFICIE)(T COl'CJ::N. 
TRATIO:I' 0~· TilE GOVE Rl'l!ENT 

SrCTHl~ l. That. for the national security and defe-nse, for the 8UC• 
t'f:SSful I>I'OM!CtU lon of the war, for the SUJ>t)Orl nnd ml\int<'nllnre of 
tht :\•·my nnd Xllvy, for the bttt~r utllizn.uon of resourtes 1utd intlus­
trit~. :wd to•· the more ~ITeeth•c ucl'cise and more t•ffiei<·nt 1HiminiM• 
trat i•m by the f'r<!sidt•nt o f his J>Owers as Commnnder in Chier ot 
thl' .\l'lny aud Ntwy, the P~iclent is hereby :mthoriud to m•~l<c Fut h 
redisuibmion of lunetions among execulin~ agencies as he mny tl(•(' ll\ 
ll!t'ffllary, including 1111y !unct ions, duties. :tnd J>OW('NI hithN1o by 
ln: oonftrred upon ;my uecuth·e drpartmc.nt oommi~ion, bul'('cm, 
a~ncy, ~'·trmntnt.ft l eorpornlion, offit.-e\ or o~r, in "'uch mann~r 
l i in hi.i judJ:lnent shall SC't.ln best fittea to c:a.rry out the purJlOt'H 
of thi~ t itlt. and to this end is authoriud to make "Uth l"f~'"llllliont 
•nd to i~e ruch ordtrA •• he may dt"em n~rv, which fti!\Jialioos 
anti onltr;;c ,.hill be in writ ing and shall be publi .. hftd in at'C'Ord•nce 
•nb t1~ •'ttltral R~iMtr A~t oC too:;: Proeidcd, 1'hat the ttrmina· 
tk!n of this title ahall noc elff'Ct any act done or any ri$:ht or oblipa· 
titln •«nun~ or a«nlfd pur!UAnt to this titlt and durin~: t~ urne 
th.u 1hi~ title is in fol'ft: ProriJtd furtA~. That tht authorily by 
thi! title cranttd thall be uerdsed only in m1ue.rs rthuing to tho 
«mlhk't of the pm;tnt ,...1r: PNJcidt(l furtAt r, Th•t no n'<li~lrihutiun 
of fum·t•on.s ~o luallJlf'O\'icle for the t rnnrler, consolidation, or abolit ion 
of tht whole or nny pnrl uf lhe Gtnerol Accounting Offi.cfo or of 1111 or 
an~· ll:lt'f nf ita function!. 
• :o'r.(', ~. T hut in Clarr.\·in.Jt out th~ pm·'(}()St"S of this tit1e the Prt,ldrnt.. 
It nutl1ul'iz.~l to utilize, coordinute. or consolidnte nny tx:('(•uti"c or 
ll!Jtnitti .. tmfh•e C'fllll llli!I!IOilS, bureBUl'l, tlg('nCit$1 ~0\'l'l' Jllllflll!,) OOI'j >OI'A• 

hNla:, ••flll'<'~t, or of!k(ll"tt now exi11tinJr hy law, t,C) trander tany dullc>S or 
Jl011.'t'l'" rrom (lllC t :Ci'lt ing dt'pllrt ntl'lll, t011 1111i~ion, liu f'frHI1 ll~\· llC)'1 
~H'f'IUII£'ntnl COI'I)Ot'ntion, office, or oftl('('r to ttnother, to trnnilf('r 1ho 
))t'r-.orn"'l thtrtol or ru1l• pan of it eithPr by dett'lil or n~if.'lHnNitt 
to~<'1h,·r with the whole' or rmy J)ll't oC t.he records and public (ln>P· 
trt\' t'l•lon~n~ot tlwrl'to, 
. ~.;('. 3. Thai for th~ J)Ut'J)Of.t of c-arry·ing out the ero..-i&iCtnJ of thit 
lU~, <1ny money• he.rdofore and he.rea fter appropraated for the Ul6 
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of any executh•e depftrtment1 commission\ bure&u, 11.ge_ney, go,·em 
mMull rorpomtion1 office, or officer thftll 1)6 ex-pended only fo1• ch; 
purJ)C:Ifll'8 for which it wBs IJlpropriated under the direction of ttl<lh 
otlwr •trtncy a.B mAy ~>e <ljre<:tt;<f by the President. hereunder t?-&r­
form ~nd txl"Cute Hid fun~t1ons, ex~p~ to t.be extent ht:rttfttr 
autl1onud by 11te Con~ m •PJ)ropnahon Acts or ot.herwiMI. 

!o\r.t'. "'· ,,111 aho,l1d lht Pn'Sident, in red.i!tributing the fun<"tion1 11nung tht e:ctc:utivt •1--tndt! u provided in this tiUt:, eonelude that 
any buno~u Mould be aOOii!f;htd and it or their dutiet and functica 
confti'Ttd UJMlll"' lOme ocher deputment or bureau or tliminattd 
enllrtly, M ihJIII"fllOR hit: eondus:ions to Congrea w-ith IUch rtCOm· 
IDtllll'fiiiOOI U ht m.tJ detm proper. 

Soo. ~. That •lila .. or peru of lan eonfticting witb tho pro•ioiooo 
of this tit I~'"' 10 the t.Jttnt of such am_ftjct &USptnded while thb: 
title is in foru.. 
t:~ the ttmunalion of chit ti~le aU Ht~tutive or adminlstratite 

a~tK"IH, .flOTtrnnw•na1 ~nhons, departmenlf, comm~ion~t 
bun•ut, oft~ or officers dtall exerclce the same funetions, dutita, 
and po•·e.~ a•.hertcofcn-e or 1,4 b .. re~fter by II)V may be pro,•ided

1 any ~uthortt~lton of tl16 Pf't'ildeot under t~1is: ~tie to thq eontrsry 
ootw1thrumd1ng. 

TITL f; n-coXTRAC'I'S 

St:G, 201. The P~ide~t. lllfiY authorize any department. or 11gtnocy 
o r ~he Ovn~rntnent ('X('TC'ISmg functiO!l.!t in corwc~iion with • lte prose:­
cutton of tile unr .-Iori, in accon.lanc.:e "'ith regulations presc:ribNI by 
the Prt..-~lk> llt for the prot~tion of the interests pf the Gm•trnme-nt 
to ~IH4•r mto rontntcta and mto amendments or modi6t."Utions or con~ 
trac:c,s htrt"IOfort or htrtJ.f[tr made and to make advance p~m. 
1nd ~htr pi)AM'IIll. th('rt<ln, without l"f'g&rd to the pro,·tsidn~ of l1w 
rtlatm~t to tl~ makmg, ptrform1~. a.ru.ndmtnl or modi6ctciM of 
~trtf41 •htoevt.,. be dffinsmch attion .,ould fa~iJitate tht pi'OHCU· 
t..., ol. tht •or : PI'V>rid-.1, Thot nothing l><rcin iboll be conolrued., 
autbon'!' tht .,. ol ttw. .,.,...1~11$-a-pe...,.ntage-<>f-<e>ot 11 .. ...., ol 
<ontl'IC1ong: l'ro•idrd furl~, '!)~at nothing htl"!'in lhali ilf! oonstn><d 
~ ~U~&t ,any rtnfU 1ft VIOlAtion Of HiJtjpg law rtltting tq .':::J:,'t" 0 j)~ at~: PNJriJtd fur:thv, That all eett under che 

I ,rolthtt..,.toon mall~ made a matter of nubue rocof(l und•r 
~j=~~~~:~~~~·~:!'~ub'mi1:~t,.:_d "'ben det~ed b~· him n~ 

TITI.E 111-TRADL'iG WlTf! THf: E!iE~Y 
S•r. Mil. The n'lt e.nt~nce 1 ~· .. Tradin$f With l ht ).'nem \ Lo f U •vuuon {b) of section 0 of •~• 

~m•ndt<l, i• b~ro'•v ,;ntn<i;,; teo of 10< ~be1 r G, 1917 (40 Slat. 4fl), 11 
"(I) 0 • '' "'"'"••• lows· · urtug the time (If w d · • . Mltrg;nc:y dttltrtd by the P"' ~f urmg any pther J>C)l'iod of nnt•onal 

a~"t'ncy lf11tt Itt '""Y dHign ffiil< ent, the P~tdent may, through •nt 
and rt~'tllation1 11 bt may p..:' .~~ otb herw-1se:, •r.•d unC:J~t JUC~I rulet 
or othtrwiJe..- fh.~, 1 toeiAI of lPI,nactiOU, httlllftt 
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"(A) invcstig~lc fl'l!\ll~f•, or Pr;ohibit., '"Y U,nsactions \u 
lort•l!'l uc:llll'l!'l! lrnn~lcJ:! ot. ~ro~~~ or Jll~l)ent.& J>!ltwoon, by, 
through, or to any ~nldng tn,£•tutlo,n, All~ tho 1mpo~tmg, expor\­
ingl bocLrdi.ng1 JOOJUng, or ,earmorkiO{t Of gold Or 11lver (:9m Of 
bullion, currency or aecurltlet, •rd . . 

_ '•(B) in-.·esti~l~, reguhate, ~~~.~l and ~mpeiJ ouU19', ,.o1d, 

/
{revenl or prohib1tf any acqutett•on .holdmg,. w•tbholding, u.o, 
tf"'IJlSfer, ,.~jfu~ra~ 1 l~portaUOih Importation or ~~portat~oo 
of. or dealing JD1 Or' ~~n:l~ftlaD)' r1&ht, powtr, Or erav-11~ Wlth 
re:Sptct to or tnn9lct&Ona 1n1'01Y10l1 any proptrty m whiCh any 
foreign ~ntry or a national thereof biaJ a.uy i~terest, . . 

bf any ptr.!OII, or with reepect to any property1 subJf;d: to the /un. 
dl({ioo ol tb• United Statos; and any property or mlerest o any 
foreign C>OUntry or national tlM:~f lholl •0$1, when, as, and upoo 
the ttnns, dir<eted by tl)o t• ...... dent, in ouch ~geney or """""' ao 
may be designated from tune to ""!" by ttw. Pm•dt~l, and UP!"' ..,cb 
te:nna 1nd conditions as the Pl'eandeut. 1nay prHCrlbe such mteresL 
or proptrt)' oholl be l~<>ld1 ulltd, admini•tered, liquidated, sold, or 
othtnnsedea.U with in the mlel'f'tot.of and for the benefit of the Uruted 
St•tes, and such design1ted agency or J~l'$011 may perfonn any and 
all 11\.-"lS ineide.nt lO tbe RCCl'llll \lli!l llllC!Il or (Ul'thfl:l"'UICt Of tl1ese pur• 
po!'('*; and the Presi~enl slual, in ~ho mtuUJI.'r h~rni.nttbpve .Provided, 
m:luire IUIY per$011 to k4,-oep " r,,p ·~o·'<l of tm!l to fur~Hijh umJca· 
oath, in the Corm of repor~ Of qthm•wJ.HC, c~ulp{l'fc.u~f~rm>l~t•on reltttn·e 
to ilU)' il.C:t or II'IUll:iAClloll fC rep'l'<J to HI tlu~ s ulxh\:151011 l!llhcr. before, 
durin". or after U1c compJeltou th~a"\.--o r, m· rehatn•e to 1ny mtt!.r;t-OSl 
in foreign propert~·1 or a~lntl\·e {o f.'UY fU'O~rfy in ~·hic:h any fort.Jgo 
euuutry or llllY no.tJonnl the_n.o(tf hn11 or hR~ h~f.l11ny mte~ or!'-'~. rpay 
be otherwi$e necmary to enforce the prov1S:lon1 of thJ& s~;~lxh\'woo, 
and in any ease in which a report could be requit-ed, the Prtsident.ma1/ 
iu tht manner herein"bo,·e pro,•ided, RqUII't! tbe 1noduction, or 1 
~ry to til. uationall!tttlrity or dtfenw, the 5eiz:u~1 of 1ny boo~ 
of a('('OU.RI. records. contracts, ltttt~ mtmoranda, or orner papers, an 
tht custody or control of tuch ptr"ffn; and the President may. in the 
!ftinntr be.rtinabo,·t pro\'id«<, take othtr and f~nbtr ~rtS not 
tnrortsiaent herewith for the tnforc:emtnt of \hiS mbd.ivt51on. 

-(2) Any paymt.nt, conn~ tranifer, NI!Ppmtot, or dtolil"tl)' 
o! property or intereat, thutin. m1d~ to or for t.IMI a~t ~~ ~e 
t:nutd StatN. or u othtrwite di,_ed, puf'5Ut.nt to lll•s subdiY1Sion 
or any ruJ~ ~gulation i .. ruction or dil'trction ili!Ued herNnder 
~;htll to [be extent. the.~r be 1 full acc:auittance and dischar~ for 
aU purposes of the obligoCion of the 1"-"!r!!OI\ making t~~ satnti and 
no t>l!rson shall be hc.ld liable in any court for or .10 res~t. .to 
~nything done or omitted iu good fai th in oonni'Ciion w!ih the ~~".'m· 
l!tl'ation or, or i11 pul'tluall<M!I of ,and in f!! li1u\.ee ~n, tlus subd•vLSlOn, 
or 1my rule regulntion instl·ueUon or •hrN'1U)11 UJirued ht.reunder. 

40(3) .As ~sed in t hiS tnebtlh•h1i01: the tenn 'O~it~ .St~tes' maans 
!he Ur.nled St..-tes and nny J)lnce. subject to the JUru;du:LJon therP.Of, 
•neludmg tbe Philippine ftllluld@ 1md the ~evernl courts of first 
~n:S!Inte of lhe Commonwealth o(

1
tht Philippine ls):tJl(!S ShAI! ~~ve 

JUr~liction in all ~civil or criminal, aritung under tb1s &Ubd•.v•SJ.on 
tn tht Philipp!ne Islands and concurrent jurisdiet}o~ with~~~ dlStrtct 
COUrts o( Lbt United Stat:ee of all~ dvil or cnmmal, anmng upoo 

Regraded Unclassified



the high oea3: Pwwided, hbtJJever, 'That t he lort!golng ohall not b6 
con~• rued as a limitation UJl?n the po":er of th~ Prt8idtnh.which ia 
hen'by conlernd, to p....,nbe lrofr! tune -~ .tuno, deOmbons, no< 
incon8iltent wilh rhe purpoees of th1s subdiYlllon, for any or all of 
the tenns u.wl in ihis subdivision." 

Sr.c. I!W. AJI acto, actions, regulations, rulcs, .onlert, and prodama. 
tion! herttofore taken, promulgated, made:.. or iiSUtd by, or pursuant 
c.o the direetion of, the Pft:sident or lhe ~retary of the Trt:a!Ury 
uudtr the Trading \lith the Enemv Aet ol October 0. 1917 (40 StaL 
tll),u an~tnd<d, which woold han boen autbol"ized it the provi!iooo 
of thi• Act and the a.mendments made by it had bet:n in tltet, are 
htrtbyappro,'fd, nti&ed, and confirmed. 

uc. 803. Whtne,-er, during the preetnt war, t..h& Prt'Sidtnt absU 
dtem that 1ht publie aJety Gemands it., be may cauBe to be ~nf<M"td 
unde:r sut-h rules and rtgufttioos as he may from time to tinlt' eiil.ab. 
lish, communications br mail. c:able} n.dio, or otbu me&nt of tnns­
missiml (ll.!l&-iDSf betwein the. United Stab~s and an.r foreign country 
he nu~y Crom tune to time tpecHy, or wbicl1 '""Y bC!J comed by any 
v~~~ or other tnfllll of transportalion touching Rt any f)Or1.1 pia~ or Ttrritory of th~ United States :md bound to or from uny foreit.'l'l 
oounCry. Any person who willful ly Bvad('8 01' .aUNIIJ)ll to e,•nde tlle 
t:ubmi~on of nny such cornmnnienlion to such ccutMnllhip 01' willfully 
U8e8 o•· ftUfiiiJHS to use '"'Y code or otlmr devic.oe fo•· tho J>UI'[)()SO of 
OOlletPiing from such (:-ensors:hip the intended mcaninl{ of ;,ucJ1 rorn~ 
munic"tion ahall, upon conviction, be fined not more thnn $10,000, or, 
if a naturnl pe_rson, imprisoned for not more t.han ten ye"~ or bothi 
•nd the olfic:tr, director, or agent of any corporation who knowingly 
ptr1.icipatet in tuch violation Aha II be punished b,Y a like fine, imprison· 
mtut1 or both, and any property, funds. lltC'Urltiee, papen, or odwr 
trtit.~Mor docume:nl$, or any "Cesse), together with btr tackle, appert:~ 
fumtturf', and ~utpmtnt,c:oncemed in tuch ...-iollltion ahall be forJtiud 
10 the Unot<d Stateo. 

TTTLE TV-TIME LD£IT A . .-... "0 SHORT T ITLE 

ft';;U 401. Tille~ I and 11 of l.his Act shall remain in foTCe durin" tJ-,e 
~tmuance of the P~t war and for si:r monlhl afttr the tem~ina~ 
IJOI1 of ,the "''lrl or unh.l SM:h earlier lime 11 th@ Congreaa by COI\CUrrt:nt. 
rtiOIUIH)n orr'·" Pres1dtnt may dtsignace. 

1J1~· -102. nua Ace. may be. cited as lhe "Firwc.. ' Var Powe!.n: Act, 

Appro\'ed, Dect>mber 18, 1941. 
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'l'IWliNG Wim THE SNEIII ACT 1 AS AKENII!Il 

SEC • .) , Th&t it. shall be Wllawtul-

{a) ror a:tf¥ person 1n the Vnit.&d St.et.ee, except with a 

Uceru~e o! the President, grant.&d t.o aucn person, or t.o the ene!ll)', 

or al.lJ' ot ene!ll)', as provided 1n this Act, t.o trade, or at.t.eq>t 

t.o trade, either direct.l.,y or 1ndirect.l.,y1 with, t.o, or !1"0111, or tor, 

or oa account ot, or on bel\al! ot, or tor the benetit ot 1 a:tr¥ other 

person, with lcnmdedge or reasooable cause t.o belleY8 that such 

other person 1e an e11811\V or ally ot 8MIItf 1 or 1e conducting or taldJlc 

part in such trade, directly or indirect.l.,y 1 tor, or on account ot 1 

or on bel\al! of 
1 

or !or the benoti t or, an ene~q1 or ally of ene~q1. 
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~i Jr took this with him when he saw the 
~eaident today, and the President signed 
the •-· 

\ 
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TH[ S[CA[TA~V Or Th[ T"[AS URY 

·'·~· . ' ,..: ... -o ., 
W A. H I NQTQN 

<1"'" o1 1! , ~U'. F 

:.:emorandum for the Pre sidell!: 

February 12, 1942. 

69 

You will recall that you authorized the ~ecretary 
of the Treasury to delegate to High Commissioner Sayre 
in the Philippines , and to Govsrnor Poindexter in Hawaii 
all of your power and authority under section 5(b) of 
the 7radi.n;;- with the l::nemy Act. 

rroo time to time you have approved specific , 
~emor~~da submitted to you authorizing the Secretary of · 
tile Treasury to take vaf'ious affirm&ti n action under 
the Trading with the Enemy Act. 

·::e believe that the problems constantly arising 
in co~~ection with the control of foreign property and 
i•usi ness enter prises domina ted by enemy aliena could be 
more adequately dealt with if you were t o sign the 
attacned memorandum delegatine to the tiecretary of the 
tr easury your authority under sections 3(a) and Sl bJ of 
lne .radint:; r1i th t he J:.I~emy .A.ct . 'l'llia will avoid your 
~einc bothered with a cultitude of individual cases 
and et the s~~e time avoid any public delegation of 
powers penainr final decision by you on the over-all 
a~~inistration of enemy property. 
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THE WHITE HOUSE 

WASH IN GTON 

February 12, 1942 

t!emorandum to the Secretary of the Trea:sury: 

All power and authority conferred upon 

me by Sections 3(a) and S(b) of the Tradine with 

the Enemy Act , as amended, are hereby 

deleeated to the Secre tary of the Treasury . 

70 
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A.L'I'ERNATE J.OO!.O PREPARED BUT 

NOT PRESEN'l'ED TO THE PRESIDENT . 

• 
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THC SECRlTARY OF' THE T"EASURY ?2 
WAS ... I HOTOH 

February 12, 1942 

Memorandum for the President: 

In order to deal more adequately with t he problems 

constantly arising in connection with the control of 

foreign property and of business enterprises in this 

country which are do~ated by ene~ aliens and other 

foreign int erests, I recommend that you should sign the 

attached order which will vest in the Secretary of the 

Treasury the necessary authority to deal wi th these 

problems . 

This order delegates to the Secretary of the 

Treasury all authority under sections 3 (a) and 5 (b) 

of the Trading with the Enemw Act as amended by the 

First War Powers Act, 1941, including the power to vest 

ene1111 property. 

Wi th such an order, these problems can be worked 

out without bothering you further with the details. 

~p"' ··..fi 
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Em:OTlVl! ORDER 

COliFERllliiG CERl'AIII !'01'/E!lS 011 THE S:EX:Ri:.'TARY 

OF THE TREASURY liNDER SECTIONS J(a) AIID 5(b) 

OF Tiii TRADIJlG WITH THE Ell!illY ACT. 

?3 

By virtue of and pursuant to tho authority vested in M 

by !.he Tro.ding ll'itb tho ODOJI1 Act, && amended, by virtue or 

all ot.her authorit;y vested in ao, and by virtue or the 

ox:1otenee or a period of llllli::litod natiolUIJ. e=ergenc;y end of 

a otnte or war involving the United St at es of America, and 

finding that this Order ia in the pubUc interest and ia 

noooss.ary in t he interost of national defense and security, 

I , FRANKLIN D. ROOSEVEI:r 1 PRESIDOO of tbe UNITED STArES OF 

AIIERICA, do prescribe t he following: 

Section 1. All power and authority conferred upon me by 

sections J(a) and 5(b) of tho Trading nth the en~ J.et of 

Octob~r 6, 1917 (LO Ste t . 415) , &G a.::>onded by ..,etions .)01 

and 302 of Tit le IU of tho Firat liar Powers Act , 1941, 

(!'v.blic No • .354, 77th Congru a) are hereby vested in the 

Sec rotary of t he Treo.sury 1 who CAY oxercise ouch power Md 

aut hority through any persona or agoncios that he 111ay 

designate . 

Section 2. Any outotandin(l order , procJ.ame.tion, r egu.­

lat ion , ruling, license or inotMJCtion issued pursuant to 

""cti011a J(a) or 5(b) of the Tradina rlth tho enecy Act, u 
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- 2 -

tJHndod, aball reaaiD in full t oroe and e!teot in accordance 

with the prO"tiaiona thereof llllleea and untU eaendod or 

revoked by t he Secret&rT of tho Trenaury or otherwise. 

TKE t111TE HOUSE 1 
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l"H£ SECRETARY OF' TH[ T .. EAS U RY 

WAa HIH O T O N 

!'emorandum for t he Pr esident : 

?5 

In order to deal more adequately vtith the problelllll 

eJnstantly arising in connection with the control of 

forei n property and of business enterprises in this 

country which are dominated by enemy aliens and other 

fo reign interests, Lbelieve that you should sign the 

attached order which will vest in the Secr etary of the 

'i:rcasury the necessary author ity to deal wi th these 

rroblems. 

This order delegates to the Secretary of the 

.rcasury all authority under sections 3(a} and 5(b} 

or the Trading with the enemy Act as amended by the 

First liar Por.ers Act, 1941, includine the power to vest 

ene:ny property. 

With such an order, these problems can be worked 

out ni tbout bothering you further ni th the details . 

Regraded Unclassified



R!!Jr: 

Opere tor: 

Hl!Jr: 

Opera t or: 

HMJr: 

Operator: 

Operator: 

HMJr: 

Leo 
Crowley : 

iii~Jr: 

C: 

RI!Jr: 

~ . v . 

'D!Jr: 

C: 

'lMJr: 

C: 

'!MJ r: 

-

Hello. 

February 12, 1942 
12:00 Noon 

76 

l4r. Crowley ie out ot the bu1lding, a nd abe 
doeen' t know whether she oan get him or not. 

\1ell, tell him after lunoh wlll be okaf. 

·· All right. 

I 1 d l ike to talk to him. 

All right. 

Go ahead. 

Hello. 

Hello. 

Leo. 

Yeah. 

Well, I took your advice . 

Pine. 

Do you reme~ber the short 
algned? 

That's right. 

Pebruar y 12, 1942 
2:22 p .m. 

It was good. 

?.tJJI/~fv, -
me:~~orandwa you 

Well , I took lt over t o let the Preel dent 
read lt. He didn't even let me &&l anything, and 
be grabbed for his fountain pen and elgned 
1 t. 

Fine. Fine. 

So, t hat 's t ha t . Now, I ' m goi ng to also take 
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C: 

III!Jr: 

C: 

IIXJr: 

C: 

BMJrs 

0: 

I:IIIJr: 

0: 

IIMJr: 

C: 

IIIIJr: 

0: 

IDCJr: 

otter tbat :rota wu14 114Y1H 
Dto 1:b111 clltf-t WliMIIII 
4 1Ue :rou CO 11t 111. 

waot •• to 4o at all, I'll do. 

W.U.. Jl& 11M .,.., auoh to baYe you 11 t ln a1 
., .... lato tbeee 41tterent bueln••••• until WI 
drlke. ,. ....... 

ftu. M4 I UUDil now &bat :rou'Ye got &bat, 
it'll llelp C take oare of a lot of &bat nutt 
OUt OD tbl at. 

I••• ao4 we wo't. baYe to boUler the President 
now. 
!llat'o npt. Vall, he wae tlne about 1t, Ulen7 

Loo1 1 -• 111 and aan 1 t to h1a and ae eoon 
ao ao f1D1obo4, he nenr uld a word; and he 
roollbo4 tor bJ.e pen and llgned 1 t. 

Well, now, tbat 1a grand. That'• grand. 

AD4 l 1&14f •Now, Mr. Pree14ent, there'• juat 
001 tb1ll8 1 4 lUe to •11· We, the i'reaeury, 
toll tbat •• ahoul.4n't atte11pt to .. u 1r17 ot 
tbleo bladao••••· Plrn, Ulere won't be the 
ruoo 01'01104 tho hone:r; and Ule .. oond, 1t we 
bow. tbloe buelne••••· it'• aoaeth1nr tor you 
to IU.or-0 Of wborl JOU 11 t 4own at the PIIOI 
tolllo • 

.. , •• rlpt. 

AD1 be 1&14, •Vell, I like thlt.• 

"-•'• f'1De. That'• tlne. Now, ban Ed call 
ao ou Uae at all that he baa an:r problee, 
0114 I'll be sla4 - nry happy to a1 t ln. 

'lfoll, bo1o ao1n1 to, and he'a got one tomorrow. 

J\llo• 
AD4 Jf1/1¥1 a4Y100 vaa good, and I vant to Ulank , ... 
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0: Jlo' a' aU, an4 I'• 11&4 I ooll14 M belptll1 

OD ~· WJII. 
HMJr : All rip,, Leo. 

O: Ooo4-b7•• 

IOIJr: Ooo4-b,e. 
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80 
1r:t; inRl r eturned to llrs. Roosevelt 

todar without a transni ttal letter. 

2/12142 
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'•bruar7 12, l~ 

Dear Wr. Woolloottz 

Thank fOU ney mob for "llllS.. 
• Ur. OaboMI'a lattar about the DoiiiLll 
Ouok fi~ It baa bean o! tba graataat 
po .. ibla uaatulDau t o ua, allll I pl"'OIptlt 
NDt a OOPT o! it to COQjp'ea.-&a 'l'aher, 
o\11' ohiaf or1t1o 1D the Bouaa of Repra­
NDtatina. 

I aa aom to hear that TOU are 
laid up, and I hope that fOU will be 
batter nf7 aoon. 

Sl1110aralT, 

Ill'. .Uazallllar Woolloott , 
B aaan, 
Yai'IIOnt. 

FKjbkb 

/~ ?l. ~J;.e. 
~ ·[;.,~ 

83 
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'~~ ti~.~ 
'l-It I I tJ,. "J-

. ' 

: 

' 
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ALII:XANOitR WOO L LCOTT 

February 5, 1942 

~ly dear lolr. Morgenthau: 

I enclose a letter which may be or 
interest to you. 

When I encountered you tor a moment 
at the Cabinet dinner and you bade me 
get 1n t ouch with you about some radio 
work, I told you that I was brooding over 
an idea or my own which, it i t ever hatch­
ed, woul d, I thought, be of more service 
to the government than any the government 
itself could sponsor. I still think that, 
but I have had to get off the nest be­
cause my heart has started misbehaving 
again and I have been sentenced t o bed 
for some time t o come. I have compro­
mised by taking to a couch and doing 
only eight or nine hours' work a day. 
However , I cannot travel or broadcast 
until further notice. I will let you 
know when I can report back tor duty • 

• :!> C. woo"''·' 
' 

II 0 ~~ 0 S I~ t; X • V E R ~I 0 :S 1" 
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Batten, Barton, D urstine & Osborn, Inc. 
El.dcrado s-stco 

383 Madison Avenue, New York 

u'fdvtrtising 

Ur. Alexander Woollcott 
Bomoseen, Veraont 

Dear Alex: 

l"obrdaey 4, 1942 

Perhaps this c-ent alcbt be worth 
paaa111g along as 1ovr own c-ent to tboae 111 
llaohington wbo have to guide public 110rale •••• 

At the Radio City Kueie Hall, the 
other night, I saw a Donald Duolt. 1lhem it oa11e on 
the screen the audience clapped. The pietvre, with 
no sacrifice of hwaor or dramatic action or entertain­
ment value, changed the m111de of the audience about 
pay111g taxes . llithl.ll a rew llinutea, people who had 
long e111ce made up their mind that they are be111g Ilia­
treated 111 be111g made to pey inoome taxoo, were made 
to feel that it is a pleasure and a privilege to p&1 

the governaent every penD1 the)' could ul<e or borrow. 

This pictvre could be tal<oo aa a aodel 
q:ainet which neey proposal !or propq:anda aig)lt well 

be tested • 
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,q a.er Ill'. 'faber 1 

Wr.Uuandar Woollcott -..~ 
eno\1111 to Mnd ce a letter t roa Kr. Oabol'lll 
of tht .. 11 kn01111 adnrt111DI fil'll of 
batten, lial'ton , Dura tlDa a. Oa boi'D. Yw 
l!Moubu dl) 11111t know tor.r Coii£PIID&D 
ill'uce bUton who h a Maber of t hll tll'll. 

1 thout,h t 1lha t llP . 0. boi'D hal to 
eq about our Donald. Duck p1otUI'I altbt 
lllltr11t )OU. 

loura alncar•ll• 

!.on. Jobll Tabar, 

t ouae ot Repraaeotat1•••· 

I' 
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Fo ...... JI1 1NI 

., • .., Mr. Cua•• 
I • •_.lac 1 .. • • ., et • letter 

llal.ell. I ll.a"fo ,_t Mat to Coapea ... 

'leMr. I tll..,.tat 1• alao will• 1lo la­

terNW la tiUa .. loM.l. lotte. t.. 
... O.llora. 

m.sU 1. l ora•UP• ,.--; 

ioa. CUtUW..'-J•• 

a ... ot .. ,.. ... tau.,. •• 

88 

Regraded Unclassified



I 

Batten, Barton, Durstine &'Osborn, Inc. 89 
El dcndo S·Sioo 

383 M adison Avuuc, New York 

ufd~ertising 

Ur . Alexander Woollcott 
Bomoseen, Ve rmont 

Dee r Alex: 

TebrU&ry 4 , 1942 

Perhaps t his co..., en t dcht be worth 
pseal.ng along u 70ur own c00101ent to t booe 1n 
Waohl.ngton who ba •e to guide public .orale •••• 

At the Radio Ci ty Music Hall , the 
other night, I saw a Donald Duck. When it c8.llle oo 
the screen the audience clapped. The picture, with 
no sacr ifice of hWDor or dramatic action or entertain­
ment .slue , changed t he minds of t he audience about 
paying taxes. llitbin a few minute&, people who had 
long s ince made up their mind that tbey are being 1111•­
t r eated in being made to pay income taxea, were =ade 
to feel that it is a pleasure and a prhllege t o pay 
the governaent every penny they c ould make or borrow. 

This pi cture could be taken aa a • ode l 
a gainst which anry propoaa.l for pr opepnd.a aigbt well 
be usted . 

AJ'O :K 

• 4. H I C:ACO • C LI.VtLA S D • HOLLYWOO D • PITTS il~ aC H • MIH!U..APOL IS • J.Uf ro.•NI:t .. :O 
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., -.r ,. ... 

I u n11tllq JOU hePnl tk • "" et 
... ~·· attn te -· htll •••ftaloJ •• ua oon ot 81 ropl.7 te bla. 

I tboucbt 7ou wolll.a 11• 1Ahreote4 1a 
r•dlD& tblo oorroopozaU.oe. 

Youro olnoorelf, 

(lipMJ ._ 

llonoroblo Fruk •ner, 

!he Poe\uottr GeJlerel. 
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FE.b 11\94& 

M1 '-" Jrr. ,., •• 

1 .. cW to ha•• 7"' letter ll ''"I'IIU'J a. 
Let M ......,. 1ft Uaat 1 ....... t..a eleu>q 

tllat J" - te tlM 'h'luVJ U tlM ,.,....'-UYI 
ol tM lMaiU,O u a 11Mle, u4 tat • .... u. 
nM U 7" .. I II(IUt ........ to Me 

r .. •1U uutl ... .,, ... 1att Uaat u.. plaa 
Jill IQUUW wuU ntllS.Joe eouUe-\le at~ here, 
Mt •PilT t,_ the pelat ll •1• et lte trOJI'l•t7 
la relatioa te U.. Dlteue 1o1M\ popss, blat alae 
troa tbe thMpolat ot t1MM1q1 11Me tbe Mitt 
u.olYel •ulcl ollrtouq 'be cnaur Uaaa oollld 'be 
:~ ap,..,..laUoa .. am~• te Wa 

SlMenlJ. 

las.M) •• ~~ . ....... ·~ 
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WinD ~ SA.TIJII)S :IOIIDS 

~aUn 1\at-•t of lal•• :Dartq t~ 
717ot •11oe hola .. o Do.;ro of J'eb~ all4 Ja»Dar7 19112 all4 Dooo•er 1~1 

(l'eb~ ~11, JutJar7 ~10, Dooea11er ~10) 
011 ~h ot Ioow Prioe 

( .....,..to 1a t.bou&ll4o ot dolla.ro) 

l.ONI 1Ut.N I IM. 

laleo 
......,.., of Iaorea11 I Pero•t-ce of Iaoraue 

21' DeCJ:!H! ~-} 

hrleo :a - Poet ottioeo 
hrleo :a - laab 

llrlAII :a - !otal 
lerle o I' - Baate 

0 .. r1 •• o -ll...a 

I 
l'e'brtJarT I 

19112 

• 41,1~6 
155.201 

l~,J~9 
26,102 

131. !1!? 

·~~.oo~ 

Ja»Dar7 
I I 
1 

Dooea'ber 
19112 19'11 

• 54,0}1 • 17,90} 
1J, . f58 }2.572 

1&9.* 50.~75 
21 ,()50 7.~, 
Sll,lll2 52. }1!Q 

•a~.~ ~1212ZI 

!E !!IIEIIU ~-l 
l'e'brtJarT I Ja»Dar7 

onr onr 
iMMn I P.owHr 

_. 12,112 
lCJ.J!e 

• }6,1}5 
10}.2!(; 

6.~} 1}9,1121 
5.752 1}. 517 

115.700 ».802 

• 61.216 $1SII1!!22 

I l'e'br1W7 I J~ 
OTir I OTIP 

I lyw7 1 PtowW 

- 2} •• 201 •• 
.A.& lU..! 

J,ll 2z'.2 
27.} 112.1 
~ J2..! 

~ ~ 

otfloe of tu leoretarr of tbol !reaoiiPJ', Dl'ridoa of 114ooearoh u4 1\atlotloo. l'e~ 12, 1§112, 

IOW'OII All tipreo aro tl.epodto vHb. tu !Paaourer of tu Ualtltl. IQteo oa aooout of prooeltl.o 
of oalu of llaltltl. Uateo aaYlap 'boatl.o. 

•o\el l'lpre o ban 'b .. a roaatl.ltl. to .. areot tb.o'IUAII4 aatl. v111 aot ae0111ar1lr o4tl. to totalo, 
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lltol't.s • 

'•'Uv.rT 19112 

I • ..• , ~ ~·512 
.193 

z •• 257 
•• 310 

7 }.023 

' 5.111' 
111 3.902 
u 3.279 

!o\al •• 1,156 

~ lalee-h~ 19U 
Cia Jeeil fll 1 ... ftiM 

(Ia ttnsm" of ~allan) 

a.too • lertes r '-tee • 

• )11,150 • li,191 • 19,m • lio,1}1i 

J·lll 1,793 19,5U 34),1, 

·~ 
,,,37 1*,515 

"·~ lli, t,:JiiJ ~.fillo ~·15 1),5}0 ,,., U,6eo ,,. 
111,0, 1,01, 6,17. u,m 
25.~ 3,071 lli,265 ... 69o 
U,794 1,1119 12,679 19.511 
,,712 l,IIIT r.lin ,.,,. 

fl55,103 • IIi.- flJJ,IV f315,AJ 

OUtoo of \M IMre~ of 'llol fNMv7, li.tetoa of ••-• ul haUeUu, 

lltol'tes » 

•u·~ • 6,191 
u, 2,793 
ll,.JO '·ut IO,IIo6 2, 1 
!'J',I20 ,,., 
1},o62 2,01, 

30., :s.on 
15,'" 1,~ 
lJ,oil 1,111r 

fl91i.m • IIi,• I 

lovoe1 JJ.l ttcvee ue &opoeUe wi'lt ~ ~r of ~ 1JaUet ''*''' oa _, of JIWIIII&a of 
oaloe of UIU"'- 1\aho Nnap -. ..... ..... J'i&VII )taft ..... ~ \o -11\ \M- allid. will Ut -qrlq .U. M \o\olo, 

• 1,.m • "·"l 1,,J11 
~'·" u.cg ::s.at 

~. JJ,IIl.J 
U,lim 50.1!61 
6,1Jll 11,25 i 

U,!65 
12,679 
r.6n 

fl3J,At 

hw_,. u, 
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95 CONFIDENTIAL 

lla1l1 Challgee 111 the Stock ot 8er1ee 1: llaY111ge BoDda on Baa4 11 
(In thou88nde ot p1eoee) 

Jan. Z7 186 1,000 11,852 

2ll 251 1,000 12,6o1 2 , 000 

29 265 . 1,000 13·336 

30 283 800 13,853 2 , 000 

31 139 1100 1~.51~ 

Feb. 1 noue-o1oaed none-c1oeed 1~.514 

2 505 800 14,809 

3 158 800 15.451 

4 262 800 15.989 =, 1)00 

5 250 800 16,539 

6 341 goo 16,998 ~ , 50" 

7 159 none-o1oeed 16,839 

8 none-o1oaed none-o1oeed 16,839 

9 379 74o 17,200 

10 193 705 17,712 2 , 000 

u 159 695 18,248 

0tt1oe or the 8eoreta17 or thi rreu\U'J , 
DiT1e1on ot Reeearob and 8tat1et1oe. 

!I lnoludee etoolt 1n bande ot (1) Federal ReeerTe Banke and branch.,, !2l Poet ott1oee, (3) Federal ReaerTe Bank 1eeu1ng agents, and 
~ Treae1117 Tau1te 111 Yaeb1ngton. 
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., uor Kr. '""' ... ' 

Oa ~. "'- .. .... ... .,. llr ••• ..,_. 

, .. , ........ let- wtd .. Jlr ......... ..... 

u Ilion tra_, ... • ,... 1 .. "17 ~'1M .. 

,. ,~ ... »• -...u, •• 1 • -ue&.,. , .. 

""" .. 1 ""s ... u . 

(SI .. tC) I, lera•\M•• fill 

flit PNolf .. t, 

flit Wlllte ..... 

••• t • ..,. •• 

O!l/dbo 
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'r1ll IDCIJ!ln rou 

Ia t1 oaal. Oon nuoo nt , Cb1 na. 

CbUDCidnc, olanua'7 14, 1942. 

Prtaldtnt fra~tn D. RooeaYtlt, 
Tho Vblto Houoo, 
Vooblncton , D. C., 
o. s. "· 
Dear Mr. Pretldent , 

I velco• the oppor\unit7 to aend. 70u per-aonal creet lac• 
troa CbUDCidnc tbroU«b tbe lcind ottlcu ot Mr , Pox. 

The doTolop~ento of the loot !ov yoaro baTt ampl7 1! 
troc!call7 T! ndlcated 70ur !oroo!cbt. That vblch 70u oo 
o!ton and eloquentl7 repeated 11 nov eTldent t o oll. !o 
o!ncle .... ber of the co•1t7 or nation• h oote whon ac­
creaaor n&tlona are allowed to chooet thtlr Y1ct1•• one 
by one . 

Ve ln China rtalize bow aueh J OU h&•t done to eupport our 
Juot cauu In the paot. It 11, t herefore, with redoubled 
con!14enc• that ve look forward to the future. for a while 
dark t!aoo a&7 lie ahoo4, but tho ultimate 4o!oat of the 
tntalea of buaanlt7 11 eerta1n, tbankl ln no ama ll .. ,.ure 
to 70ur 1nop1r1a& otatoom&Doh1p a.n4 loac1oroh1p under vhich 
A.-r lca v lll •••• heraelf b7 her tndea•or and the world 
b7 her oxaaplo. Vbilo tho outcoaa o! tho var v!ll bo t o 
a conaldarablt extent detersintd by ~rlcan tnercr and re· 
•ourcte, we are tull7 as aured that the outco .. of the peace 
v!ll bo cu14oc1 1>7 70ur oonu of !ai r pl&7 and Juot!co and 
that tht l t v Deal )'OU h&TO C!TtD \0 ""'r!Cia Vlll h t he 
ao4tl !or the coalnt; vorl4 oott l e•ent. 

I olncertly hope thftt you aro In tho boot of healt h. Pleaoe 
accept •r kindeat peraonel viabel and rtcar4a. 

Corc1lall7 70uro , 

( S!pt4) B. B. lQDC 

Regraded Unclassified
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llMI' ... "*' " 2 .. ,, 

,_. ••• Uo..,., te ,_. ~ el , ... _, 4. 
1961, _. ..... a J1 t 1 #1 2 

\ el ..U. 111.ta 
... ,.." .. ~--- ... 1 ,... .. 
... &11 ......... u ,. • 1"1 5 ..... 

noe 111 ••J-. ciRa- ~ 11 r'f= te tile,. 0 .... , 1 • el .............. .... 
,n.Gple .-nUl Uoe el ZIWo?48• ,.U"'-l 
•• .... ...,, ,.......,. '.......,. ...... .u-w 
tw c.U .uu. ..-. .. ..U • - - ~~,~,,..~ Ml 
Uol - .. tw\. .. e.lt I W t \Ia\ .... ¥ ?¢l-
ot aet• ,. .. _,_ &a ...a ., .- ,..,.. ,. 1 2 ,,. 

.,.""• ~ .... .._ t etv ,..lt 'ee fll ,__ 
\lftl.elr ...... , te ... , , , *' u _,.. .. 
'-10'11111e t• ,.. \e 1W ..... - ·a' I I el ,_. 
eWt \e «l I I .... _.._ ~ •ta .... II I 
eWt. . ...,,.... 

[Sllst l) I, ltraeot~• · Jr, 

f toW,~ a..b I 

"- • b1e 
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fC 

TREASURY DEPARTMENT 

INTER OFFICE COMMU NICA TION 

Secretary Mo rgen thau 

Nr . White 

103 

DA Ta February ll, 1942 

sub.lect : Vice Pres i dent Wallace ' s Letter 
ot February 4, 1942 

.hi le ve agree that productive resources in general 
and no t r~ rely gold-mini ng machinery, should not in the ' 
a:eence or overri ding poli tical or econoaic ractor8 be 
used for gold mining when usable t or the war e f fort i t 
Ia our r eeling that it would be unwise to issue a state­
::ent or policy to this effect as suggested by Vice 
r~.elient ~allace. 

1. A statement such as is suggested does not, o f 
lteel t, seem t o us t o have the posa1bili t y or obtai ni ng 
u<et'ul r esults. 

2. AnY dscisi ons with re spect to the reduction in 
~~ld mi ning in roreign countries should be a matte r or 
confidential negotiati on bet1veen the Uni ted States and 
t'ne prrticular count ry concerned. The situation di ffers 
tr.>m country to country economi cally and pol i t i cally and 
r~quires different evaluation. 

3. The policy w1 tb respect to gran t ing pr i orities 
on ~ld-minlng equlp~ent lo one that can be determined 
ltnou t a pr i or statement or policy which may make it 

dl!ticul t to consi der indivi dual caaeo on t heir merits. 

4. Finally, the statement as it ls written nas the 
1 .o~,..l1ca t1on, •hen taken together wi tb otner discussi ons 
1tn •ne British Treasur y and the Canadl&n Tr easury, or 

co .~ittlng the Uni ted States to make up any detlci t i n 
~ollar exchan~e resulting from such actlon and this calls 
for cure tu1 consl derat1on. · 

We reel that instead or analyzing the memorandum 
aHecned to Vice President Wallace 1 a letter, i t woul d be 
Preferable in your reply to suggest to him that he dele­
,• tc somebody t o di scuss the problem w1th your staff. 
Att~cr ed i s a draft or the :oroposed reply. 
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1.0-l 

100/ lOUO 
~wha a4 'bp•n• 

~-•ltll 1"""11C• Coa-l 19111' 

Ff • ? 194? 

to" are re""••' M to ._'~'• Al"'r'aDC••'• ro,. \be l&.ad.la\e Te\il:"ft '• 
•a.M .. , , , t) ( ' •U••"~"t ralt.r • w::ll,ro ""l oa.- "'• \n'&U\ 1.,• n•at.i t..-e 
\1 ~r.o • l • hloa of hoUW>rT "-•-•· ihh otfloo lo I.I"U duriq 
lrto<'.!r , • IJ' \o ~Ofl<'1ola Fw bert L • .,.,.lllo \ , CA.l'-11, uau.l •l.al7 
$}i.:l0, u4 .-.. •• li, •or,..UJt, l:a1-?, aat.""1 eal&rt •llil.J, 14 bo a tucnet 
u I"'"' rWt. 1\ h '"W'L"t' tK till-' "'., .. nClll , le .~~Hloa t.o uW\UliiC 
•b• ~<.el.l\\o"""U•• 611UH b.,.etofore p•l'for .. 4 \1 :lalw , will 1>o or 
onl tlo.nto to 1~4..-IIOocl •nd ~ ml:tt oor\alft O"f,..&tiOtla \o 1011 vi UI 
r w;v4 t~ lnuut,ptloa and analJ'Ih ot Ull-)00 r•,.oH a, 

~Hh rot <rr•o• \o Tovaon ' • oonfcrft!Oft "' " ' 'oralo'OJ'o , )'Oil.,.. t>t.l .. cl 
thl \ If I oo•lulu 1>-nftl't .-ieb te ~lo co ~·~~rr ! or olCiorhlo; or t1~>11Ar 
• "'"""" ' · tbh orne. wi ll 1114 lh ..... , otl or h \o obldn Jr lot l\¥ f ar 
•bl-\ ' hw aof 

~J..,.Wfj /f. ~ - t~ •'fv. 

~,., -·l.f'o 'C/10/ '142 

,. 0 

L. M, r ol oT. Jr. 
~Unc '" Mr• W 7 of \M ~rMeVJ 
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February 12, 19~ . 

Conf~rence in Yr. White'' O!tice 
February 12, 19~ 

10:00 A. M. 

Present: ).!r. White 
Dr. Soong 

1.05 

Dr . Soong called on 1!r . Wh1 te at Dr. Soo"ll' s request. 

Dr. Soong uid be •culd like tn see the Seeretuy to kn"" 
'OM t U.. .,..xt a tep in the lo•n t>rra,.,~erent shooJld be, l:u t be 
t.bouo;ht the Secretary ,....,. very bu_oy this we"k and he (Soong) 
was let>Yin6 for Ne-. York for a day and would tb.refore try to 
we en a.,):Oin•.eent with the Seere~ry on llondq. llr. ilhite 
told hiA he thought that would be rrefpratle beewae the 
S"Cret ary waa extrl<llely busy this week fnd probabl.y 'I<OUl.d be 
able to give more time to the problllll next. y,eek. 

Dr . Soong stated that he did not believe thl\t his Govern­
m~nt hed any more specific ideaD as tn the use t.o be mede of 
the /\mde then hed already been eolllliUnicQ ted to him ru>d to 
!.!r . Fox. lie ""Pressed the view that 1 t mi!;ht be b•tter to 
settle the general t.et"llll' o! the agreeMnt while goin& •bead 
rith the eugeestions e.s to the use to which the fUnds could 
be out. He also exJresoed the view that 1.t would pertly 
defeat the "'JrOOse of the loan 1! "onditiorL• ,.ere t~>.ltehed to 
the use. The Genera.lisoiloo ndeh t regard condi tior.a M evidence 
ot lac~ or .faith. !.lr, llhite s11a;geated thoee ,.ere aatters 
Dr. Soong should discus. with the Soeretary, but that we, O!l 
our part, woul.d be re~<ly tn go ahead at once with the discu­
•iona •• tn oossible use• to which the Fu.'ld llight be mo• ~ l>slp­
fUll;)' !"' t . . 
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[Poo••c I ... w 462- 77Tol Co•o•r ... [ 
[Cu"n•• 71- 2o Sw•o•l 

ru. J . ~«o. 21s1 
JOINT RESOLUTION 

Malrlnl • n appropriation t.o pro'llde lnandaJ aJd to Chtna. 

RoulMI by 1/w &eMU w llfNU of Rtpr«<AIDtlffl of lA. UlliWI 
8taJu of A"""*" U. Coru;..., tUM:rMI<d, Tloat tM .um of S:.OO,OOO.OOO 
ia htreby appropriated, out of anv money in the Trrasury not Other~ 
wioo appropriated, to enable ohe !:i«fttary of <M ·r ....... ...,. to earry 
out. tht pro·..-isions of the joint ~lution. tntitltd .. Joint· resolution 
to authorize the President of the United St.attt to ft.nder lirwlcial 
aid to China, and for other purpoooo, • appro•ed February 7, 1&12. 
&nd t.o rem.ain &"Yaila.ble until June 30, 11M3. 

Approved, February 12, 1042. 

-

-
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pUAIC OUOTI 

tUPfHC.I NO>----

BRITISH AIR COMMISSION 
1785 MASSACHU8STTe AV.:N UC 

WASHINGTON, D. C. 

TKuPHOHI' Hoa.uT eooo 

With the eoapliaenta of br itiob Air Co:Edstion, 

who enclose Stateaent No. 20 - Ur<:r ett ilesJ'4tched 

- tor ~eek ended February 10, 1942. 

'l'he Hon . Henry llorgenthau, Jr., 
Secretary of the Treas ury 
l•ashington, D. C. 

February 12, 1942 

10? 
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o.x. 

llld4le !oat 

llld4lo rut 

• • 

SW'Plr 10. 2Q 

wm !!l'W!· rr:ppm lOUa. 1942 

t.SS!'l!!!! J l'OIIT 

Q. [ . 

O.!t. 
( rl.a ser-b) 

Port SUdan 

o.x. 

liT SEA Sf AIR 

9 

lJ 

16 

4 
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S.\..T"JJ HA!!D 
lllllTISR EiolliA.SSY, 

'1/.ASH!UGTOU, D. C. 

t .T. 1102/13/4.2 l'iJtb i'Obl'UarJ , 1942 

'31 t.h the Coarl h:cn~o or 

~. R. J . Stoptord 

Cow of the ? ro.d1llt; with the ::ne.,.. 
(Custodio.n) (llo . l) Order, 1942. 

~r. Frank D1etr1eh, 
".s. 'rre~.f De;.art:':lcnt. 
Stab111&e t1on Office, Roo~ 279, 
laah1n&ton, D.C. 
~!i: OSB 

cc: Wr. J . W. Pehle 
Dr . l '. Livesey 
:.:r. Bernard. .BernD te in 
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TBJ~Il:O. iii7d ~ I.l:::.Y 
C"JS.o'OmAl; 

1.:0 

:he : 1·,.411\3 wit~ the !:nemy (~ustodian) ( .. o . l) O:der , 1942, dated 5th 
J.ou.wy , 19_.2, m .<-e by the :So;>r d of 'rrade u.nder Soct1ono 7 and 15 
of the ~udin,r wHh t h• ~egy Act , 1939 ( 2 /. 3 G•n . 6 c . 69) , 

.. e 3o:u·d. of :'r ad.e i n ~xereiae ot the pOwera confer red u-oon 
,t.n 'by -ec~1ona 7 an<. 15 of t h t :.'rading adth t he :;:...,.,Act, i 939, 
~ Dt- o tU.l o 'her powers ensbl1ne t:.~ro in tMt 'btl:alf do hereby ~ 
~e tollo'ffin Order : 

l . ?:tor T&ph 1 o! the _ ra.d!~ ""1. ~h ~lle ~e=Y {; uato413n) Order, 
133~{a) . ch::.ll n?t a""~ply to any ao~ey 1fh1eh ,..Jt :or t he exi1texe 
:t'! fL atat e o! war roulC. be pn.yable b:r a 1!'{...-t..t: t o or tor t!le benefit 
o! (i) any indiriduaJ. rho is an en!~ only beeauae he 11 r esident 
! n j ..... Y.on.,.. (11) &OJ' ooO.;r of pereona ( .tlether corpora te or unin­
eoro,.-e. tt~ , ea.rryin.:; on ba s!nesa in l\1\Y ' l6ct, \i'i"l. lc-,_ 1a o.n enemy 
onl:: bec«LUI! !~ i r contr oll ed o: e. pe r aon reeit' Jnt in Hoag Ko116 ani\ 
(111) r.n~ \nA\v\du.al or aey bod;! of peroo~a ( w>10t t or corp~rnte or 
u.r. ~!'ICOrJ)ornte) who or which in al' oneQ:;r on.l~ becautcl of h ie or its 
~~·yil\r on busints3 in Hong Kons. 

:!. • n,y k n!c w'lieh i nveat p- such goney in any t"Cur1 tiee r e;1.stereci 
"' t~ Oo th princi~al enn intarest tor t hf time beine specified by 
t .. e :'r e.aury under :-t.,.gulat i otl 33 of the Detenct {Fina..fl("") ::c "'lle.ti ona, 
19;9, : or t he investment of aucs at~ndir~ to the crrtit o~ a bloc:eC 
a~ou.nt, ohr'll not b7 r ea.&On o:1l y o! •o c.oi ne: bo d.esea. to l::z?·e traded 
l'!th !.l:.e t !lt.l2.1. 

J, A b:u:ak rich credit-s i nt• r est 1.. its 'bno .~t on any such ::.o:tey 
·~.-.1\ no\ 'by r .,.eo,. only of so doi~~g be dee.aed to han t,.,.<.ee wi\h 
t~t tl'tf:;T. 

· ~11 ~rder ~7 be c ited aa tr.e .. ~. in ~1th t he ~necy (Cuat od 1 ~c) 
(. o. 1) Or der, 1942 . 

, . n. Hoo.,;aon 
.'\. Seer. t~ r:r of t ht ~oea:d. of '.:'rnde 

.) :·:oc : "- 13- 2 
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In repl¥ reter to 
7/) 

DEP.ARB!E!n or STAn 
't/ASlli ll tl'roll 

The Secretary of St a te praaenta bio eompllaento to 

the Honorable tho Socreta17 ot the ! NIUU1'7 end enc1oooo 

eepioo of the p:u-sphrnae of "" WUIUSbored telecr..,. from 

the A:>erieen Conoul&to , TUDn8ll!\l, Ch11111, Yie. CbWl81<1Dt; 

and llaY&l Radio, eoncornins toreit;n exo~ conditions 

bo1orure: 

hoa Coaoul&te, lUDn8ll!\l, 
dated Yobrua%7 10, 1942. 

Cop;y: 1c: 2/13/42 

Regraded Unclassified
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J'IQ!: .&Mrlcu Oouulato, T~UU~aatu, Chla.a, Yla 

ll.llriJ hbi'Val'J 10, 19112. 2 p ... 
()~DC and II, ll. 

10, I (DO DDHr), 

v. c. ca .. olo, wbo roconUJ' took oharp of local office 

of tha ChlDa Stabilloatlon :Boal'll, hu oonflclentlall.)­

lnfonao4 tha Oouulak that daallqa 111 r-apaoo are canolq 

croat CODCorD but that blacll: Ml'bt tranooctlODO lD 11. S, 

4ollaro aro DOcli&iblo. J.Jq ortoctl,.. coDtrol onr 

o~lq of r-apae ""'"" aDd c-ltloo h lacll:lac al14 the 

Board lo haodlcappod becauoo lt locko 4of1Dlto lnformatlon 

a• to tha ........ , of COJOmlrclal cargo coainc 111. In order 

to otud¥ tha prob1•• aDd confer with !~oo offlclalo, 

l!all..Patch hao &ODe to Laohio. 'fhoro bao 11oen DO ucllu 

1D YOl- of appllcat1cuo tor torolp ucbaJ~Co lc I UU&r7: 

b.owTor thio 010nth a drop ln appllcatloao h ospoctod. 'fho 

~ ..... adnac• 111 lim'-. hao cauood nlcht trOll r-apaoo • 

.U a rooult, dv.riJJc t ho laat tow dqo thoro ho.o 11ou a obarp 

doproolatlOD of tbal curronc7. 

Cop7:lc:2/l)/~ 
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L!G.t!IOI OP Sl'!.DD 

USmiOTOI 1 D. C, 

11.3 

February 12, 1942. 

:cotllltl deaicnated ••r. 
and lrr . 
acting Jointly 

of erigea Riksbank 
ditpoaal by Vr . Bo­

lliniater of Sweden to the 
Statea, and Vr. !riksaon, 

~am~erelel counnlor of t~ Swediah 
in tashincton, acting 

ftder&l lleurve Bank of l ew York, 
1& Liberty Etreet, 
lew York , If, Y. 

Dear Slru 

l'e bee t o i.ntora you that in pursuance of the established 
policy to keep a cer tai.n proportion of Swedish foreign asaeta in 
cold, it hal been decided to increase the gold holdings tor 
Sveden•a account in the Unt ted Statu by cold bar. to the approxi­
mate value of t es.ooo.ooo. 

We should, therefore, be oblised if you ~ould be good enouab 
to increase the aaount ot sold you sre holding tor our account aa 
deaianated above with t !ne gold bart to the approxiaate value or 
t25,ooo,ooo and debit the purchaee price, at f 35. 00 per fine ounce, 
plua 2. 5 proaille, to the dollar account which al to bears the above 
c!ea lgnation. 

!he balance of tbil! accotmt 1 at pruent being only $10.8«.764. 78 
rill be increaaed by f7. 500.00 f rom Treuury bills which aa ture on 
february 18th. Purther $6.700.000 will be transferred to the said 
account by the Sveriges Rikabank in accordance with direct instruc­
tions rhlch you will receive troa thea, 

This aaount of es.700. 000 is to be repaid to the Sveriaea Rika­
bL~k aa follows a 

t5. 000. 000 on Ptbruary 25th 

and fl.700.000 on MA rch 4th '>IC'P ) 

' out or the proceed• of our Treasury billa aaturin« pn these datee . 
~e her ewith requeat you to credit the account of the Sveriges !like­
bank accordingly. 

D•D~iiJlK) 
""""'' BJIU:SSOif 

Coasercial Counaelor etc. 

Very truty youri, 

(stened) 
l'. BOMROir 
Wintater of Sweden 

Regraded Unclassified
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Cairo 

D&t od February 12, 1942 

loc'd 7:30 p.a. 

Secretary of State, 

2:..3 , tvel.!th, 10 a.&t. 

::'hh cornin& ' o oovopapor o otate t h&t lie.hao Pa.oh& 

ot~tod 111terd&J to the preoe t hat ho i ntended to ootablioh 

o St •to =ollncil tor the purpose of controllin& ol.l 

Tr~ pr111 hat &lao 40nounced that the new Cabinet reexem1nin& 

t~a bu4cot !or 1942-1943 approTod by pr eviouo C~binot. 

XII!.':: 

Copy:lc:2/20/42 

Regraded Unclassified
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TiASI!IliG'l'OII 

!n r•!)b' rettr to 
r;. 

robruary 12, 1942 

!he Secre tary of State preaeot • ble compliaenta 

to t ile l!onorable t he secre tsry of tho ~OAIUl'Y and 

onc1ot .. copi e a of tela.:;ru no. 18, dated Pebr""'"Y U , 

1942 f roa the A:erican Conaul&te QeJier&l , Cayetown, 

t'nion of Sou~b Afries_, 1 n reprd to a.rru.nc~cta w1 th 

tho Fo4ero.l Reserve Balik of South Africa ! or hall4l1ng 

Vnited States curr ency • 

.:ncloaure: 

From ConiUlate, Capetom, 
no. 18, February 11, 1<j42. 

115 
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.. ............ ......... 
.. 1'1111_, u. 5 , ... 

......... _,l1to_ .. -.., , ... 

a. ...... ,_ tM '"--7 llc;wt ' 1a t1o1 

I 1 1 11• tel ew •• u. ,..._,., ,, 'p.a. 11u 

-... .- .. * •••- ot ""' ..,.u. un-•­
lull ..& a MW _, td I w •· U lilac wca ......... 

tM • ••• Orr• at o.,pn.. tor lllc plduoc Ia tile ...... 
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BRITJSH EMBASSY 
WASHINGTON, D.C. 

February 12~h . 1942 

PEnSONAL AND SECRET 

Dear Mr. Secretary, 

I enclose herein ror your 

personal and secret infor~atlon copi es 

or t he latest reports r eceived rrom 

LOntlon on the military situat i on. 

l!elieve me, 

Dear wr. Secretary , 

The llonoursble 

Henry Morgenthau, J r. , 

Uni t ed States Treasury, 

\Vaeh1 ngton , :J , C. 

very ainoerely yours , 

Regraded Unclassified



Cow llo, .!1_ U S 
lllntsH IJCIIIT SIICII&T 

(u.s. SliCitZT) 

FollorinC 1• ~t&r7 .. ._ or OJ>O"UOD&l .-.-cw cooeriD( 

t111 period 29tll J__,. • Sth hbnlc7, 1942. 

1, ~ 

Axil abipp!Jlc c .. ualtiu in tho IIEDI'I'I:IIRAI«AH duriqr J..._.,. tc­

tllctld b)' cur MYal torcu toUlled SU, 490 tono 11ank1 71216 probabl,y llank acd 

)8,728 da .. sod, In d•oclttiono cartiod out iD SIItll POIII doc111ar<!1 t.he wee 

r!Ciat.!."' doc.lc biJ been eUnlc and tbe power atat.ion, eravtns dockJ ~ina aaeb.in&~ : 

and ctJucaa put out ot action. 

F!Utel !IXif!~ &J'PNl' to be Hed;r tor .... Seven aine-.-MJ*"I and tbe torpedo 

l>oe" orrl•ed at IIIU:Sf batfton 26th am 29th Jot:alll:'f, In tho BALTIC, the pociet 

bl.ttlttUp AtlllJtAL 8Cftt!R atd eru.isen are a.bo reectT tor •••· t'IRPITZ •a stW. 

at lliOIIIlllBIII oa 4U.. Uttle •bane• 1c DUIOber am diopoo!Uon or D-bott• oporattce 

1D t.ht Nor th Atlantic. A Japanese subrla.Tine not11lt. b probabl.7 now bleed .at 

J p:;;.'(.l!fl, Suboaricu havo been oporat!Jlc ott IJADRAS acd "'' ot CEliDH, Sbipptqr 

1waau we:rt aaain oonaiderable ma1nly owing to U- boat attack• ott t.ho out cout 

,.r !IORTH AUERICA whO!'& 11 shipe woro reported t.orpodood1 tour were attacked by 

~Jt:~:&r1r.ea in tho INDIAN O:EJ.H. Shlp:pi.ne and trantportl wort hoavi)¥ atta.clced by 

~aft in tl-.o approaobu to SIN:l.\I'IJ!!I, 

Iapcrtl 1n convoy into U::e tnfrtm KnCJXU d'uriac week endiq ).lat 

;&rua..l ._,. S?O,OOO tona a.nd included l .SJ,OOO t.on.a ot oU. An It&l.i&n 21000 t4r2 

•'lbr t.rrh'td. at IST.uaRJL 011; )let. Jl.ti.UU7 aM aailed tar ITALY \be rollo:rtr.c dq 

•..:JJ ledeo. 

• MUJWI 

Jcmll. nMI enea;y aan&gad t.o plac.e htaMlt aetrida the llne ot re-

4..!"80nt. ot the 7th Indian I nteJ:rtrT Brigade cOYortnc DZIGHAZI whtch ... thu.s cut 

~tt troa t.be NMinder of i ta divieion 1a the SARC& a.roa. J. quant.it.r or equiJliDOn" 

f.nd ~~~aoh tr&nlpor-t had to be abandoned and dtat.royed blt. i aol..ated colwans aaountil~ 

·~ ~ ll"tt.ter part or tht Brie:ed& and ot ita att.t.cbod art.illery 1uoc•eded 1n 

flcht tqr their ...,. ... to the Eaat, - poroonnal am -·•ble oqutr-oot at 

~-"C!IUt llb.lcb bed been ua•bled 1o cormeettoa wiUJ t.he d .. tlOJ!Mnt. of the pen ; 

u • bu. ...,.. ••ICU&t..d OTe·r a period: of eevwe.l dqor bttora tbt tnncr entendc, 

lbt ~ 1a P"'babl7 no• autterlng tr~ t.be .... alntA.a&DC-t dltrlcult.ie' u 

at:'t~t.ed U wben W ..,.. oprtn.tJ.Ds: in •a•t.arn trJtWICA. S. baTt bMn cc;ape]le:i 

to >i u.!r .. abou< :iiOO .U.a, 
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_.._ _ :119 IUnll--,, .. ,_, 

uu olalppilll ~U.. 1a till IIIIII'IIIMAJal chlrl.lil ~ ta­

tUotod l!1 0111' 11&¥&1 foroN totalled !101490 - ..,., 71216 pro• b),y- Ull 

)81728 ~ocl, Ill .S..Ut~ oarrild out 1a SIJilU'IJII dOGlc;ru<l, t1oo luop 

n..UIII dook hu bHn - U11 tho - otaUon, c:ra'lt.oc dook, -""' a.-:-
11111 ol111001 put 011t of oot1011o 

!Ill 'bettll ....WV. S('U-f Uil QJI!l!lii*O' Uil tho 01"01-. 

!lliCI mlU ·- to 'be ...q tar - s..... -s--.,.. • Ull n .. torpoc1o 

bolt& arrin4 •t _,-~ ... 29\11 ~. Ill tho JIAU]I), tho poebt 

'bottllollip AIIIII.U. ac- ... --- .... aloo ...q tor - · !'DU'J'JS .. •till 

at !IIOJI)SJII .., 4tll. Llttll ~ ill ..- Ull d1opoo1 Uon ot Gobooto _.u.,g 

11 tho llorth AtlAu>Uo, J. Ia- ...t.or1ao flotilla S.. pro'bebl,y - 'belld at 

l'lllliO, Su'belri.ae• hi .. - _.uac ott ~JA~NS ..... t or CUID., wpp1oc 

loaaao YON op1a oonoidorable a1al,y owilc to 11-holt attooko ott tho oaat o-t 

•t laTH .IIIIIUCJ. ...,... ll ohipo -. ropartod torpodoocl1 fO!Ir wore ottaokad l!1 

.olllari.Mo 1D t11o I/«lUlf CX:IWI, Sbippilll Ull tral>lportl nro bM'rilT attaokad l!1 

~ 1A t.bl app: HObtl to SIJiliJ'Citl. 

Doparto 1a - 1l>to tllo 1JIII'IID l[lllDCJI durU, wolk •OIUJ>C Jlat 

:._..,. -. 110,000 -. U11 1nol 1 1 l$)1000 - ot oil. .b Itali&D 21000 t. 
._...,. arrin4 at ~ on Jlat ;r_., Ull M1W fer rw.r tho tal.lDootac lltr 

">llT Wu.. 

- ID,J!!R! 

Will• !Ill - -cell to )llaoo ldiiMlt u~ida t11o l.1Do or ,_ 

''-\ of tloo 7u. Iadlu :rat- l!lr'fcooh -... .IGIWII .tiltelo - - -

• tT ~ tloo ....t.oclor or ltl di.S..lOD 1a tho 8AROI area, A quonti~ or oqui!MDt 

Mel ..,h ~-n hod to 'be a-ooocl u4 dootl'qocl but toolatod ool-. -tit. ! 

' o tho -- pan ot tho Br1pd6 Ull of ito attaohod U't1ll11'7 -- 1a 

CtcbtU, thoU - Ollt to tho l'ut, !Ill per~ Ull -hl• oqui-t ot 

IISXlan etob hod bHo .. ., .. 1a 0 -uon .tth tho ~t ot tho I"" t 

u a 'bue .... ._ted - a period ot ........U dqr 'berere t1oo - •t.end. 

!'be - 11 JII'Cibhl,y - ~ ~ tho - ala- d1ttlalllt!O' .. 

li'teotod 111 .... - _.. _.tu, ill 1!eoton C-UCJ., h ... !-- I !lei 

to nu..tn. """' aao .u., 
Regraded Unclassified
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fAll EAST, ~· Our tl.ght.ra covered the '111tMrer.al or our 

troops to SIJI)APCIIZ ISLAN>. Our ortenaive Opu"at.iOilS were •llaht, 1he Jape.oeae 

114(lo aoout twenty attecl<e on SilllAPalE, d11110giz18 the eerodroeee and doolal and 

cauol.ng INIIOl'OUS casualties among the civilian Aaiatic populetion. S1.x eno~~~r 

aircraft ware brought down b:r our tighter& and aigbt b7 A.A. 

msiaUA• 'lho Rueeian Air Force 1a maintainiJlg a conaiderabl.e etrort 

1n co-operation 'lrith their ground foreea to tho west o! UOOCOif, It is directed 

chiofl.Y upon tho eongestad roads b7 ulrlch the Germans are retreating upon •h1ch 

troops and nhicloa o!t«r ex~:ellant tergets, 1bere is evidonne of tho ef'!ective-­

aess o! W Russian air attock. Liaison between the Infantry and the Air Force 

is maintoined b7 an Air Stat! otticer with eaoh Infantry Divieional llaadquarters 

and air support ia genere.llJ' rorthcOIIing in about an hour • 111sh- level attecke c;: 

COl'IWI ~ be.5ee and aerocl.r<:IMs have increased both b:r daT and night. There 16 

evidell<>o that parachute troops have been uead in eonsidorabl.e nuabers on the 

central front. In this sector , Russian activity b7 night increased mth a corres­

pcnding decline in German night operations, In the daTtiM, partioularl.Y in the 

lllJAJST sector, GO%'IIIlll air activit;)' boa been neglfgibl.e, enabling the lblaeiana to 

""" ths rcade treel,y and thus llainte.in .an- pressure &long the trent. 
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8ft ITISH IIOS1' 8D::1111 

(u.s. SIICRIT) 
122 

9th. HJI, S, WII!:I)()B (- C&rrier) .,., torpedoed by IJ-boat 45 

.uu aou-t ot C!YI.OII &ad boo boon taken 1n tooro 

lOth. A ..U Brltieh •reheat obip was 4 .. acecl by &lrcr.rt ott 

nett~> eo11t or C(IINIIAU., lOth. A largo Brltlob tenl<or reporto<t torpedoed :no 

.UII north-wit ot B!RHUDA. 

Sp«j..l!l!!ll, llortbern Prout: Several bergoo oiJT)'ing ,...., troopc 

..,.. eunl: 1o JO!Dt& S'IIWT, 9tb/llltb. !Wtbor J._ .. l&DdJ.nga t.oo1t place 

just 111t ot tho JOIIlR!l ~. a,. artm..,., -ted by -tar• on4 

~ nz.., M1.Dt&1nod borauing fire OA tbo Cauo"""7 (16 wt ot 18 1n 

.,..,. .. rklng -~ k1Uocl). 

h atern P'ront.s Stronc eneQ;Y preseu:re, wpport.d by art111e!7 tire, 

dive-bcabioc and McbiDegun til-e, bas caused a ceMl"al lrttbdrawal to a l..1.ce 

=ning Juat loot ot tbo JOID!E BA!IliJ-SII«l.IPCRE reo4 oo tv ooutb oo llliKIT TllWI 

•lUase, tbonot eouth-..,et to SUI«lEI PANDA/I, wltb o- lntlltratlon reportecl to­

vda BUOtll VlliTA. A cOW>tor ... ttack to resnin tbo line SUNJEI ICRANn..SUOOEI 

.. "'ROFC repclf't.d in FOCT••• and firat pieee aucceaatull,y oaapleted.. 

l!lli!IIA· AD on- petrol roportocl to bo•o I"MMhecl tho 1Wil'AIWI-1'11l'K!' 

l!l1!g!W!!!§ 116Sf INDIES. lOth. 

lQ BRIUIH. 8tb. Japanese troope l.&lldtld a t o.&SUA l'A.. 

I!!SI.UA· 1'1chtlng continuu in tbo RZIEV &ad DOIE1S Sectore, llo 

'to- Uon rocudinl prcsroaa, Situation CRUIEA unchongecl, 

.. It 4lR on;rwroro 

!!l!jSTfJ!N fflO!fl, lOth, Two R,C,A.F, Sqlloclr<>na tool! port lo tightor 

n'Mp.. Mo c.uual.U.t. lotb/lltb. Aircraft ,._. deapatohod •• tollow11 BRDIF»i 

~S, BR!Sf 20, llllliN ), 11o roporta ....u.ol>le. Three .._ &l.ror.rt flow ""er 

~"tll.!f"A.U., ~ ao 1nc14enta repcrt.ecS, and one crrer ~ where • rn 

~ .... illjured &Dd - - "-cocc. 
.w;u&. 9th. Qz l'i«htero carriocl COJt ~Mpo 1n tho~ Aroo o.n• 

zhot d- tw - boaboro. ~ airor&tt bca1>oc1 ICISA I!U'RIIII &ad l&Dd1ng 

I"'UDD!o at It AID &ad CJili!UT whore one or our aiz<>rol't - 4o•troTocl 00 tho 
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uuoiDC ~· to chiliaD prope~rtr. 

~~· Pour 'lDl.l.i."¢tou 'bccbe4 tbe Pire.owo, c8WI1Jlg &D exploeico 

end fire at a cbMioal worl<a. 

3INlAPOI!I!j. .All operatiollal airorart previoual.J be.aed on SlNlAP<RI 

have be.an ..ttbdram> to SUUA'DU.. On lOth, eneii!Y aircraft vere very active acainat 

our troopa &Dd gwt po•itiona, and elac attaoQd ltVPEL IWUIOtld, Tlhere warehouaea 

.... ~. 

lJ!!!• 9tb. .t.erodrc:ee at BAT.t.VI.t. wu attaclced !:17 17 fi&btera, 

which clutrOJ'ed an aircraft on the uOWIC!. One •MillY a1rcrart waa cleatro,.S ~ 

i'i<htera. 

mlllli4• lOth. Blenbciu &Del ~011'8 bollbed eDOI(f troop COilC&D• 

•,rationa near PA.t.fl &Dd barrack U'e& at CIIIEli'JRAI (250 .Uea north-eaat ot RAIIIOOr.; 

,.. JAPANESE AD\ p(ICE 

'!be presence ot twin-engin.a4 hoabora 1a rellabl:y reported. at t.:!S(I) 

(SO llilea ... t ot IIOOWBI!f) aerod.r.-a. nrl.a tn>a baa not hitherto been reported 

oporatillc 1D Tll.t.ILIJI) but onlJ in lli<LllA. 

• .. Pirat reports iDclicatecl that II!:'()HAZI vaa being uaed b7 eM~~V abipa 

••>Ut three clqa at'ter their troops occupied. tba town. lDtorwation baa a~ 

"6tn rece1Y.ci
1 

boftver, that conaiclerahle dit!icult;r 1a be.iD£ axperiencecl b7 tha 

' neli!T in clearing the barbour and approaches of minee. Noreovar, reliable re­

»>rta non inclicate that no arrivals at or depU'turea tra. BB1il!l.t.ZI b&Ye so fU' 

•.r:.en place eiJice aruoav reoccupation. 
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Coordinator of Information 

THE WAR TillS WEEK 
February 12-19, 1942 

As thcJnpnncsc offensive cnguJfcd Singapore and moved on 
unAbated, Axis forces in tho Mediterranean prepared to reap 
!uU advantage of Allied dispersion and defeat. A blow nt tho 
weak~ed British in the Mediterranean, an early spring drive 
in &OUthcm Russia for Caucasus oil, even eventual union with 
the Japanese in India were envisaged by responsible authori­
ties. 

The eoordinated designs of A.xis grand strategy w11re di&o 
played on every band, and nowhere more effectively than in 
the field of psychological warfare. A.xis propaganda vigor­
ously exploited defeatism among the still unconquered, and it 
is probably legitimate to sec in the timing of tho naval clMh 
through tho Channel with the fall of Singapore a Nazi attempt 
todcmornlito Briti~h opinion. At the same time tho reunion 
of Gennan nnvul forces was believed to presage a future sortie 
into tho North AUnntic and n consequent fresh source of con­
fusion to tho Allies. 

TM BaUle of Java Btgim 

U&ing to tho full their unquestioned air supremacy, the 
Japanese succeeded in forcing the unconditional surrender of 
Singspore city on Sunday, February 15, just ten weeka to 
the day after the attack on Pearl Harbor. They claimed 
tbe capture of 110me 60,000 Imperial troops. 

On the same day the Japanese began their anticipated 
attack on Java by way or Palembang in soulhem Sumatra. 
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They ha,·e also occupied Banjerm888in in Borneo and 
:.racs.ssar in the Celebes. Finally, a force of seven trans. 
ports, seven destroyers, and three cruisers sighted southwt 
ol the Celebes, nenr [(endari, indicates the preparation or a 
thrust on Timor or other islands in the lesaer Suodss. From 
these four points, the way would be open for tho virtual 
encirclement of Java. 

The destruction or the oil cstabl.ishments at Palcmbang. 
largest l't'fining center in the Netherlands Indies, prevented 
this rich prize from falling into Japanese hands, but it leaves 
the United Nations without local acce;;s to a'•iation gasoline 
nnd lubricating oils. Java itscll has oil refineries, but none 
capable ol supplying lubricantS and high octane gasoline. 

Whether J:u·a can hold out before the ample military re­
sources ol the Japanese will not be left long undecided. Prior 
to the arrival of recent reinforcements, it was reported from 
&ta\'ia that some of the inlulbitaots felt that Java could be 
O\'Crrun in a matter of days, once the assault wll3 launched. 
Radio broadcasts !rom Batavia have shOMI increasing signs 
ol dismay nod emotion, but no suggestions ol capitulation. 

Future Jopan~u Strategy 
With the capture of Singapore, the Japanese may be 

expected to redouble their efforts to sell Asia to the Asiatics. 
Premier Tojo has now publicized a schedule of conqucst­
Bumtn, Chinn, India, the :Netherlands Indies, Aus tralia, and 
New Zealand, in that order- in which he has carefully 
distinguished between Chinese, Bunnese, Indians, and Indo­
nesians, and their ,·nrious go,·crnrnents. It is to be noted, 
howe,-cr, thnt conquered Singapore bas been flamboyantly 
rcn:uned in Japanese as Shonan, "Light of the South." 

Australia and ::\ew Zealand the Premier has warned to 
avoid "useless" war in reliance upon British and American 
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aid. A Japanese mili~ry attacb6 in an unnamed neutral 
country w made the tmte-table more specific: Rangoon by 
February !8, Sumatra by Febru~ry 20, New Guinea "110011," 
Dutch Timor and Port Darwm by February 28. The 
Japsnese, be says, will then attack the Suez Canal. 

American milit.nry experts warn that these boasts are not 
to be taken too Ughtly. Once the Japanese have again put 
Singapore in working order as a naval base, have conquered 
Ja\·a, and have cleaned up all significant centus of resi.'"tance 
in the ::\etherlands Indies, they may weU atwmpt tbe sirnul­
tanoous capture or Port Darwin and a naval thrust across the 
Bay or Bengal to ports in India. 

The China-India Front 
Although the I aU of Singapore bas increased tho importnncc 

ol holding Burma, the British ba,·e been dri,·eo back once more 
to a new lin~r rather a "series of strong points"-<lll the 
Bilin River. Apparently the Japaneso have crossed the Oilin 
11 one paint and may soon threaten the vital railroad to 
)[andalay, fundamental link in the China supply route. 
The peril in which Burma stands has focussed attention on 
the importance or the cooperation of China and I ndin in this 
area, and the vi.si~ of CbiD.ng Kai-shek to India is an element 
in this picture. 

There are, however, some indications that this "isit was 
"premature" nnd badly planned, and that neither side has 
offered any plans for concrete coUaboration. Furthermore, 
the go\·errunent of India appears to ha,·e made an effort to 
lt'Striet the contacts thnt the Generalissimo could make. At 
first. he appears to have seen only those Indian leaders who 
would consent to come to the Viceroy's house. His more 
reetnt con,·ersations with Gandhi, bowe\·er, rnay ha,·e repre­
sented a significant departure from this restriction. 

3 

Regraded Unclassified



SECRET 

Tlu Amtri<lll" Loa" to ChiM 
Meanwhile the new half-billion dollar American loan 1o 

Cbina~pled with the British loan of ro million PCIWlcb­
hM aignificantly strengthened Chiang Kai•k'a band. 
The JIUII!Ilitude of the sum, the speed with which it was 
granted, and the complete lack of conditions attached to it 
are rooognition of China's importance in the united war effort~ 
Since Finance Minister H. H. Kung as well as the CeneraJi&. 
aimo ~requested the loan, its successful completion 
will UJJdoubtedly strengthen the position of the pro-American 
Kung group aL Chungking. 

The loan ha8 other implications. H represents an effort 
to check the present currency inllation in Chins- a real 
political necessity, since high prices have bankrupted and 
demoralized the intellectual classes from which China 
usually derives a large measure of her leadership. An issue 
of securities in China based on tho new loan might reduce 
the amount of paper money out8tanding and would give 
hoarders in Chins an object of hoarding less dama!Png to the 
Chinese eumney than the commodities they now hoard. 

The problem of making the present loan to China effective 
might weU eervo to demonstrate to Americans the fallacy 
that money will fight the war. The Burma road's maximum 
of 17,500 loll8 a month has hardly been adequate to imple­
ment the American lend lease policy. Gettill8 goods to 
China is a problem of transportation, and behind that a 
oaval and military problem; it is only in the alightesL mea8Uit 
an eeonomie or financial one. The assistance made avail· 
able through tho new loan must rest upon the use which 
Chioa can make of credits within the United States. 

... . . ' 
.. 

.tUtntoli"' /WuUIIO ChiM 
'Ibe current Japanese drive on Rangoon may aooo cripple 

the principal existing supply routes to China and raise in 
the DJ01!1. acute form the problem of alteroative routes to 
Cbungking. In the first. place, Japanese activity in the Bay 
of Bengal may sharply reduce tho uee of east coast Indian 
facilities and make Bombay and west coast ports tho ohief 
point4 or entry for supplies destined for China. In that 
0,-eot, the difficulties of transportation across India would 
at unce ariee. The !J'arut.l.nd.ian railwsys are already con· 
pod, there appears to be no through motor route from 
Bengal into Assam, and the distsnoe from Bombay to Chung­
king by the m06t feasible routes would be approximately 
4000 miles. 

In tho pi'()IJ(lllce of high and rugged ranges of mountains 
which fringe Assam, extreme northeasterly province of India, 
tbtee alternative routes are now receiving special considera-­
tion. From Assam the most immediately usable route to 
C2lina is the Manipur route, now being constructed by the 
Britioh- Manipur Road, Inophal, Kale..·a, Monywa, thence 
to the Burma Road by any one of throe different routea­
MAndalay-Lasbio; Bhamo-Wanling; or by highway via 
Hsipaw {see the accompanying map). 

On the second or Myitkyina route, road construction can 
be completed in 6ve months and has just been arranged in 
India in an agreement between the govemment4 of China, 
India, and Burma. This route begins at Lcdo (near the end 
of the Assam-Bengal Railway) and runs to Putso, Sumpra.­
bum, Myitkyina, and thence to tJu~ Burma Road via Manda­
lay, Bbamo or a short cut boing constructed by way of 
Tengehung. At ita shortest this route is 500 miles in length, 
and at least 175 miles of new construction are required. 
These routes from northern A88am are favored by a local 
fuel supply: the oil fields at Digboi produoed 67 million 

5 

Regraded Unclassified



Sl'JClRET 

pllons of petroleum in 1935, and there are refineries there 
and a~ Lakhimpur which are believed w make mowr fuel 
but no~ high octane gMOiine. 

The meet promising immediate possibili~y is the third 
alternative, the establishmen~ of an air freight service to 
run from the airport at Sadiya, taking a rouw oo the eoutb­
cast through the Hukawng Valley, crossing a relatively low 
pru!S (6,000 feet), and thence preferably direct to Kunrnin&, 
or alternatively to Myitkyinn, where an adequate airfield is 
now being completed. 

TM P:rychologiCIJl Front 

A final element in the Far Ea8tem situation is the repcr. 
cussion.s that the fall of Singapore and other Allied reverses 
have bad on friend and foe alike. The Axis has, of course, 
been jubihlnt. The Tokyo radio has wnxed mystical About 
the powens of the :-lipponcse armed forces. If the Japanese 
tske the Netherlands Indies in addition 00 Singapore, it 
n..'OierU!, they will be able to fight a war lusting 50 or 100 
ye:>rs if necessary. &rlin has quoted an American magazine 
10 the effect that after the fall of Singapore, neither the 
British nor the American fteet would be able oo operate in 
the Western Pacific. And Rome has echoed tha~ "Singapore 
will be the greatest Japanese base in eastern Asia for centuries 
to come." 

Meanwhile the broadCMts from the United Nations, in a 
combination of discouragement and recrimination, have 
betokened a severe loss of morale. Although "disillusions" 
M\'C made them "a little afraid even oo hope," the Dutch 
t>ledge themselves 10 defend Java oo the utmoet. Australia, 
more outst>Okenly, hM refused oo accept British explanations 
of what it calls "AU!tralia's Dunkirk" and has condemned 
the Britillh failure to get planes 10 Malaya after two months 
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ol nr in the Far East. Finally, the Chinese, altbeugh 
wessing their undeviAting support for the United Nations, 
)JAve shown rosentmer.tt against Britain for its reluctance oo 
apply I!COrched-earth tactics in Malaya and its failure fo!!ly 
10 utilize Chinese troops i.n Burma. A ne"' Chinese pride 
is manifest in their comparison be~ween the British fia8eo in 
Malnyn and their own record in tho four-year-old "China 
incident/' 

Tht Approaching Cri$iJJ in IM Ea8tem M <diterronron: 

While Allied diSMters acownula~e in the east, Axis strategy, 
with characteristic coordination, is preparing to strike a from blow in the west. Rommel's advance in Libya, !Mt 
week's cabinet crisis in Egypt, Goering's visit oo southern 
Italy, and American irritation at the llt>pareo~ willingness of 
the Vichy Government oo I!Clld supplies oo Axia troops in 
North Africa-all these are merely symptoms of a fast-­
developing crisis in the eastern Mediterranean. Ret>Orta 
concur in predicting this area will be the next field for a 
JllAjor Axis offensive-coupled, of course, 'ilith continued 
submarine activity in the Atlantic, and with an unremitting 
effort to hold some sort of 11 " winter line" in Russia. 

Such a drive would aim at conquering Egypt and the Surus 
Canal and clearing the on val and air forces of Great Britsin 
from the Mediterranean. Admiral Darlao ia reported 10 
have expressed tho opinion that this o!Tensivo will take place 
during the good weather from March to May, inclusive, 
before the beat becomes too severe. Then in June, a sup­
plementary attack in southern Russia would begin. 

Tht Natis Tum to &ruthm~ Ruma 
Other observers think this latter attsck might stsn as early 

as April, when southern Russia will be sufficiently dry for 
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emnded operallona. Competeo~ military opinlon believt. 
tha~ thil time the Oermans will not make an ell'ort ~ c~eetroy 
the RU8IIiao anniee, in a campaign parallel ~ tha~ of 19U. 
1~ ia argued that, aeide from the oil of the Cauc:aaue, no ur. 
gently needed raw materials would be found in RUMia on this 
side of the Urals. Moreover, the mounting ooete of a drive 
along the whole Russian front, the diffioul~y of policing newly 
conquered arca.a, and the rec~nt danger from guenillae in 
tho Ocrmao rear, would militate against an extended elfort 
in RUMi&. It seems likely that the GermMt will attempt t.o 
hold the preaont line in the north and ocoter, while drivinl! 
through the whole aouthern region-~ the bend or the Don 
river, acroes ~ Stalingrad on the Volga, and thence10ut.heut 
~ Astrakhan ~ reach the oil of the CauC&S\18. 

Oil would, of oourae, be one of the chief goala of the two 
join~ offensives. The wells of the CauC&S\18, of Iraq, and 
of Iran would go ~ the victors. Eoonomic obeervers believe 
tha~ Germany by next. spring may be in need of repleni8binc 
ber a~ka of petroleum. A similar shortage in textile 6bers 
would make the cotton of Egyp~ (aix per ocnt of world 
production, 1938) another rich prize. 

Reunion in lndw 

The extreme goala of these two coordinate drives remind 
ua of the moet fantastic ambitiona of Napoleon. Eventually 
they would unite in a vast Middle-Eastern offenaive. Fim 
the conquest of the Persian Gulf area would aim to cloee one 
route of lend-leaae supplies to Russia, to pinch off the eource 
of oil for Allied naval and merchant v01!8els operaling in 
the Indian Ocean, and to provide baM& for submarine 
operations in that area. Beyond would lie lrulia, and the 
hope of uniting foroea with the Jap&ne~~e in the Far East. 

Unleas complete control of the Mediterranean were e.naured, 
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))olr8VCI' euob a oampaisn would be eztremely difficull. 
Lend .;pply rou~ from Germany would in:rolve .• ~ 
dist&.oces with relatively poor and vulnerable rail faoiliUee. 
Furtbem:ore, ~commit~ num~ of ~pe, p~ee and 
mat6riel in tbia region, wath R\18111& still potentially an 
offensive power, and with Allied atrengtb in the weet increaa­
ing, would be highly dangerous. 

[111111iMil Blm.D in 1M EO&Urn M edilerra111Kln1 

Where and how the Gel1ll808 will strike must remain a 
matter of speculation. Reoent developmenta, however, sug­
gest. the imminence of a blow or c6ordinated blows, in the 
eastern Mediterranean area. The rapid decline of Bntiah­
power in this region is ao invitation to action. Previously it 
na elltimated that the British were destroying aa much aa 
00 per ceo~ of all the Axis oonvoya which set ou~ for Libya. 
Recently that figure dropped ~ negligible proportions and 
may now stand a~ only flve ~ ten per cent. German lead~n 
are represented aa ID,Yl!tified by tbia situation and aa wond~nn& 
whether it reflects tho withdrawal of naval forces ~ A.saa or 
Mval and air loesea reoontly suffered by ~he British. ' 

BriJW. W eakneu in 1M M ediW.o~U~an 

This darkening picture of British weakness must alao take 
account of the fac~ that Rommel's forces oontinue to be 
strengthened and can now be described aa an "army'' and 

not merely a "oorpe." Reports onoe more ~d}eate ~t \ 
Rommel may only be awaiting arrh•al of ~tiooal diVI­
sions, now ready in Italy, ~ reeume the offenSive. Mo~ 
o\·er the Germana have conoentreted 700 or more planes m 
Cte~ and aouthem Italy, perhape amounting to nearly a 
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third of the Nuia' first line air etnmgth. From the latter 
area, they have been inJiicting a heavy daily pound.inc 00 Malta in an effort, it i.e reported, to soften t.bat baae up ill preparation for an eventual assault. ~y it ia said to have been reduced to a condition of extremely limited u. fulness as a bomber base. 

Despite British weakn-, however, there is eome iDdi­
eation that they still ~ air superiority in the Libyan 
theatre. And an observer recently returned from thia ~ givee an optimistic acoount of the etrong defensive position on the Egyptian frontier, where he is oertain the British would make a finn and effective stand. 

A~,p~~lOff~ 
Concomitant with ita plans for a military blow, the Axis 

baa launched a peyehological offensive on the Arab-epeakifl« 
peoples under British and Free French control. Broadcasta 1 

in Arabic from Berlin and Bari are exploiting st.atementavy prominent AmericaDB in favor of a Palestinian army and 
PalC$tinian state. The pro-Ally N uri government in 
is finding that British defeats in Asia and Africa have 
boldened &nti-Ally eirclee in that country. 

Both Ocrm&DB and Italians, especially the latw, ara 
making every effort to win over the Egypt.ians. They tab 
pains to point out that the recent change of minietry there 
reprosenta a turning against the British. Such a point of 
view would aeem to be corroborated by the letter of Premier 
Nahas to the British Ambassador with ite implied rebuke to the latter for hie interference in Egyptian internal affairt, 
and by hie declaration to King Faruq that "Aa regards ita 
foreign policy, the cabinet will first and foremost attempt to 
spare the country the horrors of war." 

The generally pro-Ally foreign language press in Egypt hu 
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1-' makiD« the belt of the lituation. L'~ of Benut baa maintAined that the change of government in Egypt ooneti­
tuWII the "official adherence of Arab nationalism to the 
Allied -·" AnJ the Turkish neWl!Jlllper Tan baa made l!iroilar efforts to counteract Axis exploitation of the minia­terial crisi& Fundamentally, however, Egyptian public 
opinioo cannot be reprded as a potentially dec:iaive foroe on 
either side. 

fWMndtr of the United Nationa. 
There &re other indications that the United Nations will 

no\ be caught napping on the peychologice.l front. A pan­Arab coogrees in Cairo under Allied auepioee is reported to bs'-e been propoeed by the foreign minister of Saudi Arabia. 
More concretely, Iraq and Saudi Arabia, a report from Lon­
doo states, are CODBidering adhering to the pac\ of the United 
Nations, and the latter bas received extensive financial &SIIiat.­
ancc from Oreat Britain. 

An observer recently returned from Syria baa stated that 
the inbabitanta there and in the Lebanon hAve found Free French control, with its rogime of nominal independence, 
preferable to the previoua Vichy administration. Oeneral Catrow<, in inaugurating the new Damaaous broadcasting station, bas emphasized its mission of proclaiming the doo­triDet of "humanity'' and "independence'' to the Arab world. 
And the euppoeedly neutral Turlas, in the eemi~fficial m .... have presented the most apt rebuttal to tho Asia propagand& 
oll'ensive by remarking that the Grand Mufti of Jerusalem a1ld the fonner Iraqui premier hAve been too well received 
at Rome, and that it is difficult to wtderstand why the FaBCist administration interests itself in the fate of countriee under 
British protection rather than in giving independence to 
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Ubya. The p-~ African olfensiv&, they conclude lipi6. 
cantly, baa vuy ambitious aima. 

TM Frendl Flut "' a Pollmtial..uia Aaaet 

Jn tho weetom Mediterranean Franco and Spain are tbe 
contra! elements in the picture. Both havo been superficially 
quiot sooto111 during the past week, but Nasi PI"OIII!U!1! lor 
incrm d IQ!IIaboration is never far below the politicalaurfaee. 

J n tho case of France, the Root is the great prize. Tbe 
preecnt available striking force of that Root in the lliediw. 
ranoen includee perhaps two capital abipe, five cruieera, and a 
number of destroyers and submarinee on which preeiee fi&unl 
are not available. Jn this hour of grave Allied naval~· 
enoy, t.be addition of the Vichy deet to the Axia navi~~e micbt 
11-ell prove of crucial importance. H would at tho very 1eaa 
give the Axis immediate control of the weetern Mediter. 
nlne&n. 

Spai~t'a ECOMmic Plight 

Spanish policy in recent months hae reftccted in very la'l'l 
meaauro the realities of a deepeniog economic crisis which iaa 
legacy of the Civil War, intensified by the preeaurea of the 
world oonftict. Spain's strictly economic interceta oonatitute 
a force tending strongly to preserve her neutrality. In tn.de 
negotiation& with Spain during the past four month&, tbe 
governm~t of the United States baa 80ught to atrengt.hen 
the Spani.sb economic position and hence the resiBtance ol tbe 
Spanish to potential German pressure. 

Spain's economic plight is visible in almoet every diJeelico. 
Extremely poor crope in lMO and below average cropa iD 
I~! . reO~ted inability to import llllfficient quantitiee ol 
fcrtili&el1!, ID80Cticides, and fungicides. Laek of tire& and fuel 
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hal lfdueed road tlul.sport and added to the burdeoa o1 the 
raiJro&ds, where a eerioua abo~ of rolling stock waa left 
by &be war. The cork cut baa been greatly reduced by 
inability to feed the cnwa at £,-:y distance from acceesible 
pointe. Countriee, like Germany, that would take Sp&niah . 
preserved looda cannot supply the required tinplate lor the 
cana. Important Sp&niah fishing ground& lie in belligerent 
watel1!, and tJ>e Spanish ,fiabing fleet iB short of liquid rue!. 

ECOMmu Aid to Spain 

The moat efficao>oua remedies for Spain's plight would 
be imports of fertili&el1!, and especially hquid fuels. Spain 
is lrilling to ll8e ita own overworked abips for exporting 
anything the Nuia will recogniu as not contraband, and ia 
anxiously awaiting a requested German contraband list 
whith iB expected to be long. She is unwilling to risk he: 
own sbipa, 80rely needed for food imports, in exporting con­
traband, which might be picked up in any event at Iberian 
ports by Allied convoys. Meanwhil.e, in the intereat or re­
lieving Spain's acute petroleum shortage, two Spanish sbipe 
have been allowed to take on cargoes or gas oil in thia 
COUDtry, and it appears likely that, pending a definitive 
agreement, these v08801s will be allowed t~ proceed in return 
for Spanish assuranoee reganding linaJ disposition of tho oil 
and exports of commoditi011 in which this country ia intereated. 

Tk E~ of 1M Schamho111t and Gneisenau 

The dramatic eecape or the~ and Gmiaenau from 
B~ through the Strait& or Dover to Germany was a striking 
illustration or the decisive role of the weather in oomhined 
•a."':' and. air operations. The Germans had appsrently 
studied W>th care tbe meteorological reports tranamitted 
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preaumably by their planee and 111bmarinee at Ill&. AD 
independent check on the weather map for the three c1a11 previous indicates tha~ the day the Naaia choee waa \he 
logical one, and that henee surpriae, although important, ,.. 
oot the chief fsetor in the aucce. of the darinc venturt. 
Similarly the fact that German aircraft in Belgium and <Jo. 
cupied Fr&nce bad prceumably been informed or an exact time 
of rendeavous over the Channel was lel!ll important than the 
fact that the Britiab pl&nee oould not effectively operate iD 
gettin« to a ~n target in aucb murky weathe. . 

In repeated bombing of the two battJeehipe at Brest \he 
Britiah had already lost perhape 100 planes-brought down 
by the unexcelled aircraft, anti-aircraft guns, and precisioo 
instruments of the port's defenl!e8. Not only have tbeee 
sacrificee been in vain. The United Nations are oow faciDc 
a naval threat of the first magnitude. Presumably in a few 
months the &ltarnlwrat &nd Gneimwu will again be ready 
for Mtion. To them the Germans could add the heavy 
cruiaers Admiral Hippc- and Prin• EtJ4tn (and the Seydlilz, 
if then oompleted), the pooket battleebipe IAIIWID and 
Admiral &Mer, the aircraft carrier Graf Zeppelin, and the 
battleehip TirpiJ• (now reported as lying in Norwepn 
waters) to form a fast, modem battle lloot. When we recall 
tbat the Tirpitz in respect to speed, sise, and armor probably 
ia the most powerful warship aftoat, and that the Britiab 
bsUieehip Ntl«m, after 45 minutes of Hat trajectory broed­
sides at close range, was unable to sink its siater ship, the 
8i11714rck, we can realize the major threat now presented t.o 
tho Brit.iBh Home Fleet and the American Atlantic Fleet. 

TM Tur~ Awii!M Spring 
(Tho following forecast bas boon prepared by a soaeoned 

observer of the Turkish soone.) 
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In Tllrkey the ooming or spring ia awaited with some 

anxiety. When tho bottomlel!ll mud of Thrace dries and the 
•" o1 the AnatoliAn plateau melts, the eeaeon for campaign­
iDS .mve.~. Four oenturics 360 governments used to epecu­
lale durin& the winter months whether the annual foray of 
the Ottoman anny would be directed westward against 
Europe or eastward aga.inst Iran, but today they watch the 
eyes of a FUhrer in Berlin rather than a sultan in fttanbul. 

0o1y Hitler him8elf can answer the question "Ia the 
eooquee~ of Turkey worth wbat it would ooe~f" No one 
l!eeiiUI to doubt that the mechani~ German army oould 
overrun Turkey in Europe and reach the StraitB with relative 
ease, thnt it oould force the Boeporu.s and Dardanelles &nd 
iDvade the Aegean ooastlands and that it oomrnanda adequate 
means ol transport to bring up the large foroes needed for 
et.orming the mountainous rim of the Anatolian plateau. 

Yet tho Turks have at least three quarters of a million 
tough and well-trained troops. Their oountry is exooedlngly 
rough and almoet roadlel!ll. The plunder to be had in Turkey, 
chrome and a little food, provides little incentive for oonquest. 
A Tu.rkey which cannot attack Hitler and is afraid to lend 
itaelf to an attack on him by otheza is a 90lid butt.resa for the 
right Bank of his eastern armies. He will probably think 
lwioe before engaging a large force against Turkey and extend­
iDS hia communication lines by hundred& of miles while the 
Rus!ian foroee remain vigorously active. Tbe danger to 
Turkey would seem to increase in proportion as Rueeian 
resistsnoo is subdued and wider fields of oooqueet fire the 
FUhrer's imagination. Unless the Russians oollepee oom­
plelely this spring or Egyp~ is penetrated by the Naaia, 
Turkey bas a good pi'08))8Ct of remaining untouched (or 
months to oome. 
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Ruuio tuG Fodm in Turke,/a FliU 

U RW!I!ia i8 liquidated as a military powu, then Turkey ia 
the ob,·ious starting point for an invasion of the East in 
emulation of the grea~ AleXADdu, for it is the moet acceesible 
land bridge to Asia, with its richee of oil in Iraq, Arabia and 
Iran, with its vast market in India, the ideal land lor an 
imperial conqueror. Further, from western Asia leade what 
is by far the moet practicable route to Africa. Onoo RW!eiM 
resistance is broken, the attraction of the East wiU atm081 
inevitably lead Bitler through Turkey to wider conquests, in 
Ianda where Britain ean be at least seri.ously burt if not 
immediately destroyed. 

What if Rl188ia should not break, if the German balUe line 
should be atabili&ed and Hitler should have to face AnK)o. 
American attacks in force? Be knows that Turkey ht8 
refrained from att-acking him only through fear, that Turiey'o 
foothold in Europe off era one of the few basee whence armies 
could read\ him, that the Balkan peoples are in a mood 1o 
welcome and aid his enemies. Be knows also that the moun­
tain-girt plateau of Anatolia is a natural fort!WI which bas 
never been taken from the cast or south when strongly 
defended. It is, therefore, conceivable that he might attack 
Turkey in order to obtain this immensely strong defensive 
bastion for a long war of attrition. Control of the eca routa 
through the Straits to Rumania and Russia would add greeUy 
to hia lacilitiee for movement and supply of troops. He bas 
already made other moves not lees daring, for example, the 
attack on Norway. So stabilization of the Ru.sslan Cronl 
might prove almost as dangerous to Turkey ae a oompleta 
ooUapee of Stalin's armiee. 
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f/w ,t..,II>-A~ SW.. in TvrU, 
The Turks meanwhile unceasingly prepare againet attack 

rrom the north and beg for airplanes, tanks and meana to 
eombat Luftwaffe and Panser forces. Already they consti­
tute a far mo~e powerful obataele to German advan.ee into 
Asia than do the Anglo-Amcriean forces. Alresdy they are 
of necessity the p888ive allies of the latter. With increasing 
support in terms of mat(lriel they ean foUow a stronger and 
more active policy which will give expression to their almost 
universal sympathy with the Anglo-Ameriean cause. Their 
leaders know that the defeat of the Axis is as important for 
the Turks ae for the Alliee. The task of Allied diplomacy is 
the development of this community of intereeta through 
tangible aid to Turkey. 

TDtcard o Sl4kmtJu in RIUM 

Through the base of cla.im.a and counter-daims repr&­
eented by rival communiqu6s, only one thing on the Russian 
front is clear--neither side is making any real progress. 
Russian reports of the relief of Leningrad and of an advance 
in White Russia. to within 85 miles of the old Polish border 
(prosumably an extetU~ion of the Valdai biDs salient in the 
direction of Vitebsk) meet with a certain scepticism in Amer­
ican military cirolcs. Similar Na.zi reports that German, 
Rumanian, and Croatian forees have driven back the RU&­
sians all along the Kharkov front have received no oon­
fumation. 

Meanwhile both aides appear to be girding for the inevi­
table spring olfCD8ive. A.e Sir Stafford Cripps has pointed 
out, the position of the rival anniee at the end of March 
may be decisive. The period of thaw from late Malcll to 
May is the wonrt. part of the year for military operations or 
bansport. Hence if either aide i.s going to make any sig-
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oificant. pine before the launehing of a OermaD oft'_... ia 
May, it. mutt. do ao within the nen few weeke. J.. iumPillc. 
off pointa for such a drive, the Gennana would probably Deed 
t.o hold approximAt.ely the present wint.er line. To bi'IOI 
them8elvee against it, the RussiaDA will preewnably try w 
relieve Leningrad and take SmoleDAk and Dnepropetro'lllt 
with a view t.o diaorganising the German eymm of lat.m! 
communications. 

TM &Ukment Bttwun ECUIJllm a1ld PeMl 
The United States bas attached great importance to tbe 

eettlcment of the Ecuador-Peru boundary di.sputa. AI a 
likely subject for Axis intrigue, a possible IIClUl'OO of politilll 
revolution, or a fact.or depressing normal eoonomio activity, 
the controv~. eepecially with regard t.o Ecuador, t.brealeDed 
hemiepheric solidarity. At the Rio Conferenoe the UIIMd 
Statee made definit.e and ext.enaive financial oommitmen~ w 
Ecuador comprising loans and stabilisation funde of about 
$20,000,0oo. Tbese loans were informaUy contingent. UpoD • 
eettlement of the boundary; and shortly aft.erward on JanlW)' 
29, during tho last swelt.ering night of the Conferenoe, Ecuador 
and Peru signed a Protoool to terminate the diBput.e. Ecua­
dor subeequontly subscribed to the Rio agroementa. 

The Prot.ocol, kept seeret for some time, provided for tbe 
withdrawal within fifteen days (that ia, by February IS) ol 
Peruvian troop& to a carefuUy specified line (see the map at 
back ol tbia report). In the territ.ory thus ev"uated, Ecua­
dor received civil, but not military, juriadiotion, and ftl 
granted equal privileges with Brasil and Colombia in tbe 
navigation of the west.ern tributaries of the AmaJon. 1'bcet 
mee.auree were to be supervised by neutral obeervert from 
tbe mediating powers (Argentina, Brasil, Chile, and_ ~ 
United States), and the Prot.ocol waa to be ratified Wltbi• 
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a.­
~ da)'ll by the Co~ or the two disputanta (that. ia, by 
FebruarY 28). Tbe t.erma of the Protocol have thus far been 
Wtbfully exeeuted, and await. the stipulated ratification. 

The permanenoe of the new boundary, however, wiD 
undoubtedly be aft'eot.ed by the sparring of Colombia, 
Ecuador, and Peru for strategic and economic advantage in 
tbe Orient.e region. In a former settlement with Colombia, 
Peru obtained, as compell8&tion for aUowing Colombia 
socoes to the navigation of the Amason, a strip of territ.ory 
stretching along tho 110uthem border of Colombia almost t.o 
lhe Pacific. Tbe value of thi8 strip i8 immensely augmented 
by Peru's t.erritorial acquisition from the settlement. with 
Etuldor. Fearing in addition a possible separatist. mov&­
men~ resulting in a union of Guayaquil with Peru, Colombian 
utamlen DOw profeea anxiety eonceming the growing 
cJcminanoe of Peru in thi8 region of South America. 

IWJj~ 1hpecU;d 

Even though the Peruvians are obliged by the settlement 
w withdraw tbcir foroee from El Oro province in Ecuador, the 
accord patently favors Peru, and the extraordinary eeesion 
ol the Peruvian Congrees, oonvoked for February 14 t.o 28, 
is expected to ratify it with little opposition. In Ecuador 
&'!Derai chagrin over the loes of t.errit.ory, and the intention 
of Socialist and other oppoei\ion elements in the legialature 
w bloclc ratification, are delicately balanoed by supporters of 
tbe administration who regard the settlement. as tbe best 
aolution or a nearly hopeleea situation. Tbe Union Nacional 
Eeuatoriana, an opposition group of increasing inlluence, 
lavons ratification. Cloee observers here feel that. tbe balance 
llill probably tip in favor of ratification. 
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Tht Ailmtnl• of Ecuador 
Eculldor remains, however, wracked with political and 

economic ailments. President Arroyo's prestige and loUow. 
ing arc weak; po~ticians in exile like former Presiden~ 
Velasco Ibarra wilfully interfere in Ecuadorian politics· nod 
tho businessmen of Guayaquil arc oponly hostile t~ the 
i>Oiiticos or Quito. 

A corrospondi.!!Jw:¥onomic instability exists, brought l<l 
tho edge of crislrby t.he expense and dislocations of the 
bounda.ry war. Particularly is this true of tho looted and 
occupied provinoo of El Oro, onoo producing oot~·fiftb of 
F.cundor's most imporumt export. crops. The repatriation 
of its inhabit..nts and the rehabilitotion of its eoooomie lift 
are formidable tasks, quite beyond the capabilitiea of Ecuador. 
The financinl commitments DUide by the United tala at 
Rio do oot apply spceificaUy to E1 Oro; but the urgent needs 
of that province are now being canvtiSScd by the Coordinator 
or Inter-American Affairs, the American Red Cress, and tbt 
Pnn Americru1 Sanitary Bureau. Prompt ll!ISistnnce would 
undoubtedly do much to hasten the reconciliation of Peru 
and Ecundor, and to win public support for the ratification 
of the boundary protocol by the Ecundorilln Congrc&~. 
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RESTRICTED 

o-2/2657-220• No. 629 II. I . D. , ':'f , D. 11 A.ll., February 12, 1942. 

S ITUATION REPORT 

I . Pac\fio Theater, 

?hiliTpines: There are no chanso• to report in Luzon or 
,.~ind&n&o . H&wa i s llo furthe.r reporta of enemy activity . Sint,apor e t 
J•p&n••• proaouro is beins intonoifiod: t anka and dive bomber s are 
arror41n' cloae support to en~ infantry . Japano1o planes continuo 
ottonol•e asainst evacuation ships in tho hArbor , A Japanese dacand 
tor \U'lCOnd i tional surr ender has received no reply troo th.e British . 
a~, P.oavy fi&htint in tho Paan area ia ropor tod , •• tho British 
poaltlon beco:D.ea more serious . Japanese a1rcra.rt la aupportinr; infan­
try attacka . Contact between Chinoae and Japaneae forces along tho 
TJ\al .. Burm:a bor-der has been reported . · .teat Coe.at a There are no roporta 
or ent"')' act1 vi ty . 

II . Eaatorn Theater. 

There is no cb&nse in tho situation. (A aituation map •.tll 
not bo Issued this date . ) 

III. .luter n Theater. 

Tho R,A, F , raided tlannhoim, Broat, and L&Ha•ro on February 11, 

IV , iliddle Eastern Theater . 

Ground : no action or il::lportance . Br i tish patrols have boon 
U."\&blt to rene·Er·ate to '"est of present defena1ve poaitions . 

Air o The Italian High Command report a German boob hit s on a 
Brltlah crui ser in an attack on ~lta on FobruarJ 11 . 

REST;:tiCTED 
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TREASURY D£PARTKENT 
liaab1ngton 

fOR R:;L£AS!:, .MORNING NE:liSPAPERS, 
Prld&K Februar y 13. 1942. 
't/llf~ 

. . 

Press Service 
No. 30-28 

Secretary o f t he Treasury Morgent hau today announced the 

orrering, through the Federal Reserve Banta, for caeh subscription, 

or $1,500.000.000, '?r thereabouts, or 2-1/4 per cent Treasury Bonds 

or 1952-55. For t he beneru · or s mall i nves t ors, prefer ent ial 

u1otmentn w1ll be gi ven to subsc~1bora up to $5,000, wher e del ivery 

In registered bonds 90 d&J's after issue date is speclfled; those 

>~he enter such a subscription for preferential allotment may not 

enter any ether subscr1pt1on. 

The Treaoury Bonds of 1952-55. now offered for ca sh subscri p­
tion, vlll be dated February 25, 1942, and will bear interest at 
the rate or 2-1/4 per cent per annum, payable semiannually on Juno 15 
and December 15, w1 th the nrat coupon due June 15, 1942 for a 
tractional period. Th11 bonds will mature J une 15, 1955, but may 
be redeemed, at t he option of t he Unit ed St ates , on and af t er 
June 15, 1952. 

The bonds will be issued i n t wo rorms : bearer bonds with 
interest coupons attached, and bonds registered both a s to principal 
~d interest. Both forms will be issued 1n the denominations or 
t50, $100, $500, $1 , 000, 15, 000, 810,000 and $100, 000. 

Pursuan t t o the pr ovisions o f the Public Deb t Act of 1941, 
interest upon the bonds now offered shall not have any exempt ion, 
aa such, under Federal Tax Acts now or hereafter enacted. Other­
vise the bonds wlll be accorded the same exemptions from taxation 
as are accorded other tasuea or Treasury bonds aow outstanding. 
These provisions are speclflcally set for th in the off1c1al olroular 
releaoed today. 

Subscriptions will be r ecei ved at the Feder al Reserve Banks 
~d Branches, and at the Treasury Department, Washington. Banking 
lnat1 tut1ons generally may aubm1 t subscript tons ror account of 
cuatours , but only the Fedoral Reserve Banko and the Treasury 
Oepart!llent are authorl~ed to act as offlcial agencies. Subscrip­
tions tor the bonds from banks and tnrua t companies for their own 
&eeount w1ll be received without deposit, but subscriptions rrom 
an others must be accompanied by payment o f 10 percent of t ho 
~ount of bonds applied for . The bases on which eubscriptlona will 
be entertained from the various classes or subscriber• will be the 
:a;e as announced on Dece:ober 3, 1941, for the December 15 (\ash 
or ,•rtngs . 

Regraded Unclassified



127 

-2-

The right is reserved to close the books aa to any or all 
eubscri ptiona or olasees or subscriptions at any time without 
notloo. Tho basis of allotment or subooriptions will bn publicly 
annouftced, and payment for any bondo allotted muot be made or 
completed on or before February 25, 19~2, or on later allotm~nt. 

Tho text or the orf1ci al circular f ellows: 

• 

' 
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Jlll"''!l' Ill fill OPJ'IOI ar Ul DllfiD 8'1'A'1111 Ill PAll AID .tDCIIJID DrWf (If ..... 

194.2 
DtpenHDt CII'C'Olar lo. 1581 

l'local lle"lce 
- ot tbe l'llbllc Debt 

An'IR J'UII 1&, 1962 

!l'RUSOI!!' D!l' 411!111111!. 
ottlce ot tbe Secretarr. 
'luhlactoa, hbroar7 13, 1942. 

1. !be Secretarr ot the !reant7, parnaDt to the ntboritT of the SecOIId. 
IJ.k!'\1 Jond Act, u ~od, iDT!tee nbecrlpUou, at 11• ud occraed latoreot, 
fro. tho po0l>1e ot tho UD!ted Stateo tor 2-1/t. porceut boado of tho UD!tod Stat ... 
dotlptod !rean17 Boado ot 19~5. tho MO\Ult of tho othriDC h .1,500,000,000. 
or tboroab.luto. 

II. DISClllP:lOI or BOJtl!l 

1. !be boada w111 be dated lebnat7 25, 19t.2, acd w111 bear l.Jitoroat fraa 
tbat deto at tho rete of 2-1/t. perceat 1>0r ..,....., pqoblo oc a ••'aam•l buh oa 
.lue 15 oD4 lleo•ber 15 lo eocb ,.ar uat1l tho prlnolpol M1011Dt beccaeo perablo. 
!bar will utore Juno 15, 195&, 'llllt aq bo reda...,d at tho otl\loa of tho IJoltod 
Stot01 oo eD4 after J'IIDII 15, 1952, 111 whole or lA port, at par eD4 occ.,.d lctereot, 
.. ..., lDtoroot d.o7 or 41!1o , on t. aontho' aotlco of ~Uce P"" Ia 0'C1C!a -r 
oo tbo S..retarr of tho rreanrr aboll preecrlbe. Io caoo of partial rodoapUon 
tilt boMo to be rea.od will be dateraiDed bJ ncb .. u.o4 ao .., be preecrlbod bT 
tilt S..retarr of tho !......,rr. ,._ tho date of re:teapUoa dodpate4 In aztt O'CIC!a 
ootlce, IDttreet oa tho bond• called for rodaaJ!\101> oball ceue. 

2. !be !no- dorh'od trao tho bond& ohall 'be nbJeot to all hdoral tazao, 
-or hereafter l..llpoaed. tho bonda abol1 be 1111bjoct to eotate,lohorltanco, cU't 
or otbor uche t&Do, whether lodoral or State, 'llllt aholl bo .,...,, t,.... all tuao­
tloo IIOw or heroattor ~ood oo tho 'Priii'Jipel or lcteroot tbereot bT azr;r State, or 
a., or tho J>Otoeooloao ot tho UDitod Statoo, or bT aztt loc•l taxlnc ""tbarltT• 

3. !be boodo will be acceptable to oecore d~otto of public IIIODOJO, 'llllt rill 
oot boar tho o1rou1aUoD pr!Tilege and will not be ,autled to anT pr1T11ege of 
C.0'11"1nloa.. 
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$. Tile bondo • Ill be subject to t he ,o;aneral reCI'latlor, or the Trear.1r7 
!l!!'lrtOtn~. cow or h<lre&!ter presc r ibed, go....,rnlnc Unlted Sta'Oa borulo. 

I !I. SUBSCRI Pr I ON Allll .lLLO'I'I£Elll' 

1. Subocrlotlona will be received at the Federal Reoorve Ro~o and Branctea 
end 81 the Trooaury Departmen t , 'lrashin&ton. Subacribera must agr ee not to sell or 
otherwhe dhoose ot their aubscript1ons , or of the eacur1ti ea which may be 
allotted thereon , prior to the closing of the aubac r iption books. Ranking inat!­
tutiont ren~'rally mil¥ eubmit subec r !ptiona for o.ccount of customers , but only t he 
E'e-1er~tl RAiaf':rve San'(l and the Treaau~partment ar·o authorized to aet as official 
.,0 ncteo. Othore th<ln bonking l ostitutidna will not be permitt ~d to enter subacrip­
t!ont rxceot tor their own account . Subacr i otlona from banks end trust comva.ntea 
(,r t~eir own account will be received without deposit . Subacrlot tons from all 
o~tert c:uat be Ac:ccnoanted by t)B,VOent of 10 percent or t he amount of bonds a.onll•d 
ro:. SUb..erlotlona will be entertained from the varloua eleaeea of subsc: r lbe r·a on 
~~ foll,.iu baaoe : 

1. aa.n•te and trust e~·\.olea for tt.eir own account - not 
to el\Ceed 50 percent of Cat>ltal end aurpluo. 

2. WUtual eavings and cooperative banks, Federal Savings 
en~ Loan Associations, trust aeeounta and lnvea~ment 
corporation&, pension funde , insurance companies , ond 
ol~!la r lnetl t utlons and funds - not to exceed ten 
c~reent of' total resources. 

3. Corooratlons organized for profit , and dcole r a end broker s ­
not to exceed 50 percent of net worth. 

4. Indlv1du4l t - not to exceed 50 percent ot net worth o r 
100 oercent of cash deposited with ouboc r!ot ion. (Note : 
No preferred allotment will be made on ouch tull-paid 
oubocriot!ons . ) 

2. ne Sec ret&ry of the T:-easul"'J reserves the rtaht to reject aey aubscrtp­
t!oo. b •~ole or in -oan to allot leaa tban the &~~ount or bonds awlled ror. and 
~)close tt.e 'boo:<a "' to ~ or all subscrintlona at e.IJ¥ tl::e with.out notice: and. 
1!V actton he 1113 taKe in t heae respects shall be fin•l. Subscriptions for ar.oou."ltl 
"i' to •~~ lncludl~ $5,000 where t he aubscriber. apeel!y that delivery be l:l&de In 
;t•htered bondo 90 da.Y• &!tor t he issue dote •ill be 5lven preferred allotcent. 
·~ ee:b sueb caee a aubacriber may not enter 81\V other oubacrlpt1on, and oaym:ent 
"'" be o.ado At provided in Section IV of ~hit circuler. J.llo\ll:ont notices will be 
"nt out pr oml>t ly upon allotment , and the b&a!o of t1te allo~ment •Ill be pu.bllc)J' 
l!lnou.1e ed.. 

I l'. PA nG:N'l' 

,., I. ~ent at J>& r and accrued !ntereat . I! any, !or bondo allotted hereunde r 
~Jst 'be t:ade or CO!ti'Dlet~d on or before Februa.cy 25 . 1942, o r on later allotment . 

1~ f'rtry c::ate •here 'Dft¥ttent is not so completed, the ~ent with apolic&tlon up to 
r•~•nt or the amount of bonds at>Dlled !or ohall . UpOn declaration~ b1 the 
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s.cretaJY o! tbe 'lr ... n.,. in b1o 41acnUoa, be forfoitM to tbe On1te4 lteho. 
N1f qoa11tle4 cMpodta1'7 will be persitte4 to ..a ,.,_nt 117 credit for llonc!o 
allottod t o n tor itoelf an4 ita cuotOODen vp to a,. ...,...t tor which 1t ahall 
be qualltlt4 1D ucuo of erhtin& 4epoa1ta , wben oo Dotirie4 117 tho le4eral 
Jlootne Bank of 1to 4htrict. 

Y, GDIRAL PROYISIOIII 

1. .U !heal ot;enta nt the Onitec! Stat .. , hc!eral Resene llt.nb an 
1uthorlat4 an4 r equooto4 t o recei ... oubecriptiono , to ..U:. allotlll8nta on tbe bade 
&Dd up to tbe •ounta 1n41catoc! 117 the Secnta1'7 or the !ro&IIUJ'7 to the lec!oral 
loune lla:llto of the reopectl ... 41otricta , t.o hn.e allotaoant noUcoo , to rocel ... 
"""'"' tor llonc!o allottM, to ..U:. c!ol1'"1'7 o! llonc!e 011 tull-paic! oubacriptiono 
alloltod, aD4 the7 111&7 houe i .nteria rocaipta penc!lnc c!oli"IY nt the c!o!Wtl'" 
hondo. 

2. !'ho Socreta1'7 of tbe Trtuur7 .., at a,. tilll8, or from ttaoe to tilll8, 
prucr1bt 112J1Pl ... ental or •enc!eto1'7 J'lllao all4 rtcU&Uont co"rnin& the ntfariQ&, 
which w111 be COIIIIUlllcate4 pro~~~ptl7 to tbe lac!orel llotane Jlanlca, 

llllll!r IIOliG!lmW1, Jll. , 
Seorataey of tho 'l'reaourT• 
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FOR REL&Aa&, IIORNIIIG 11118J'APDB 
Fr1W. Febniarz p , 19~. ' 

The Secretary or the Treat~, b7 th1e public notioe, ln.itee 

tender• tor f l50,000,000, or thereabout&, of 91-daf Treat~ billt, 

w be issued on a d1aoount baaie under competit ive bidding, The 

billa of thla seriea vil l be dated February 18, 1942, and v111 

.. ture Ma, 20, 1942, vhen the face amount vill be payable vl t hout 

interest, They vill be i aeued i n bearer rorm only, and in danomina­

Uona or fl , ooo, t 5,000, flO, OOO, tloo,ooo, • 500, ooo, and 

t l,OOO,OOO (maturi ty value), 

Tendera v111 be received at Federal Reserve Banka and Branohee 

up to the closing hour, two o'clock p. 111., Eastern Standard 't1111e, 

Monday, February 16, 1942. Tenders will not be received at the 

Treasury Department, Washington. Each t ender 111uat be for an even 

aultiple or 11, 000, and the price offered must be expreesed on the 

baa1a or 100, w1th not more than three deoimale, e. g. , 99.925. 

Fractions may not be used, It is urged that tendera be made on 

printed forma and forwarded 1n the special envelopes which will be 

wpplied by Federal Reserve Banke or Branohea on application 

therefor. 

Tenders will be received without deposit from incorporated 

banks and trust companies and from responsible and reoogni~ed 

deal era in investment aecuri ties. Tender a from other a cuat be 

accompanied by payment or 10 percent or the race amount or Treaeury 

billa applied tor, unleaa the tendera are accompanied by an expreaa 

guaranty of payment by an incorporated bank or truat company. 

Immediately after the oloai ng hour, tenders will be opened at 

the Feder al Reserve Banke and Branches, following wb1ch public 

announcement will be made by the Secretary or the Treasury of the 

&aount and price range of accepted bide. Those submitting tender• 

Will be advised or t he acceptance or reJection thereof, The 

Secret ary or the Treasury expressly reserves the right to accept 

or reJect any or all tender&, in whole or 1n part, and hie action 

in any such respect shall be final. Pay111ent or accepted tenders 

at the pr icea offered must be made or completed at the Federal 

Reaerve Bank 1n oaah or other lamed1ately available fundi on 

February 11!, 1942, 

Tho i nco=o derived from Treasury bi lla, whether i ntereat or 

gain from the sale or other diapoaition of the billa, ehall not 

h&Ye any exempt ion, aa auch, and looa from tho aale or other 
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dltpotltion or Treaeury billa ehall not have any epeclal treat•ent 

11 
euoh, under Federal tax Aote nov or hereafter enacted. The bilia 

shAll be subJect to eatate, 1nber1tanoe, g1tt, or other exc11e 
tue•, whether Federal or State, 'lut ehllll be exempt trom all 
taxttlon nov or hereafter imposed on the pri ncipal or interest 
thereof by any Sute, or any or the poeeeuione or the Uni ted Statu 
or by any looal taxi ng authority. For purpoeee or taxat ion the 
.mount or dieoount at vh1ch Treasury billa are originally sold by 
the Unlted States shall be oonsidered to be interest. Under 
Seotlona 42 and 117 (a) (ll or the In t ernal Revenue Code, aa 
amended by Seot1on 115 or the Revenue Aot ot 1941, the amount or 
dleoount at whi ch bills issued hereunder are sold shall not be 
considered to acorue until such bille shall be aold, redeemed or 
otherwiae diapoeed or, and suoh billa are excluded rrom considera­
tion aa oapltal aesete. Accordingly the owner or Treasury bille 
(otber than life insurance oompaniea~ ieaued hereunder need 1nolude 
ln his income tax return only the dlfrerenoe between the price pa;LC1•­
tor euoh billa, whether on original iaeue or on subsequent pu~ohaee~ 
and the amount actually received either upon sale or ion 
matllrity during the taxable year ror vhioh the return 1B a~ade, 
aa ordinary galn or lose . 

Treasury Departa~ent Circular No. 41!, ae aa~ended, and this 
notice, prescribe t he terms or the Treaeury billa and govern the 
conditione or their 1aaue. Copies or the oiroular a~ay be obtained 
from any Federal Reserve Bank or Branch. 

-oOo-
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I!"Jr: Hello. 

Senator 
~o~ellsr: Yea. 

l''~Jr : Henry !~orgenthau . 

v, Yes, Sir. 

Pebruery 1), 1942. 
9:52 e. a . 

1.33 

l"'Jr: I Just want to explain to you why I wouldn • t be a t 
the committee beceuee you were kind enough to say 
that you wanted me there. 

Yeah - I - I - we're ~akln~ so~e l ittle 0rogress 
elong the l ines t hat we a«reed unon - I mean that 
we r Pported. 

!1''Jr: Yeah. 

• : And - and I sup~ee you have a ~an in your 0lace 
alVAJS, don 't you , Mr •• • • . t 

!"'Jr: Oh, yes . Well , I waa flattered , but here• e - I 

1' : 

want to gi ve you my reaeon- I didn ' t want to say l t. 

\fell , that ' s all r ight. I know how- I know it ' s a 
good reason. 

!!''Jr: v~eh, but I wan t - we - we tcdsy 11re raising a billion 
and a halt dollars •... • 

" : Yeah. 

!!''Jr: In one day. (Laughs. ) And when that hao%ns I 
never leave my desk. 

... 
H"Jr : 

H: 

!!''Jr: 

Well, I think you ' re right. 

Because eometh1n~ might happen . 

Oh , surely. 

And I Jue t can't fall . 

Well, I ' m sorr y you nen ' t be there , but the firs t 
meet ing you ·can, I wtsh ~ou ' d come t n . .. • • 

I' m com:1ng. 

Regraded Unclassified



M: 

RJIJr: 

M: 

I!IIJr: 

Ill 

l!I!Jr: 

14: 

I!IIJr: 

M: 

M: 

HMJr: 

M: 

l!I!Jr: 

1!: 

RI!Jr: 

1! : 

llliJr : 

1': 

l!I!Jr: 

M: 

l!I!Jr: 

- 2 -

•• ••• 'beoau.. we•4 lUte to ban J'OII there • 

But I wee qa1ta fiattel'ed to thlnk tba i :rou 'tfallted 
11e. 

Yea, air. 

Al¥l · • ••• 

J. thinlt - 1 think 10UI' euggeet1one heT11 been h1ghl7 
benetioial. 

nne. 

All right. 

Rov did I aake out reeterdeyf 

Rov•e thaU 

Rov did I aake · out vlth 10ur •.... 

Oh, tine. 

Did I make out all right' 

Oh, rea. 
EYer7th1ng 1 s all risb" 

Yes. 

Pardon • ' 

Yea. 

!bet• a awfully nioe. 

Yelltl. 

!fhank JOU. 

All right. 

Oood- bye. 
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J!"Jr: Row' • U Plaat 

Mr. Allan 
Sproul: All rtpt, 

Jll(Jr: 

8: 

I!)!Jr: 

S: 

Bl!Jr: 

S: 

lll'Jr: 

S: 

I!!!Jr: 

S: 

lll!Jr: 

8: 

ill(Jr: 

8: 

Row'• oar- our otterlngt 

Yell, th~ new 'l .. ue U betnr :reoet.-.4 ta1rl:r nll, 
I Chlllk. !he reet or the IKI'Ut u a lUUo 
uaoeruta. 

llbat do JOU •aa b:r the :reet ot the Ml'ken 

Well, 1:ho - the n448a eelllq ot - the aue~t to Mll 
tas-eu~t Ueuee la that a1d4le area ••••• 

Yeah. 

And not - no bu;rer• - uaoeru1atJ about nat t:ha 1iall: 
prorraa 11 golng to be, I th111k 11 1:he taotor there. 

Yeah. 

'!'here • • 1011e ~~~arltlng down ot quouuone ot ot:har 
taxable 11euee - that 1e, the two, the t1ttJ-one/t1.a, 
the two &114 a halt, the t1t1i:r-two/tour, 11b1oh are 
r11!bt aroaad the new bond a, but aotuall:r nr:r 11 tUe 
bul1ne11, lt aa:r, being 4one. 

Row do the:r prlo• the new bon4t 

!he:r pr1oe the aev boa4 around tl" aa4 1ihree-q,al'1iere 
to a lluD4J'e<l one d a quarhr - eo• \hlq ai'OUJI4 
Ule:re, or oouree, there'• no 1i:re41q 1a 1t :ret, eo -
there woa• t be unUl 1ihe book• oloee, eo the:r 4oa' t 
knw elllloU:r 11be:re 1t V1ll ooM out, but the:r thillk 
eollewhere aroua4 a tnm4N4 and ooe r1pt now, 

Well, that'• good; that'•····· 

!11&11' 1 all right, :reah. 

llov 11boa vtll 1:he !lew York baakl bepn to put 1a their 
eu'beor1pUon., 

Well, the:r von • t put the• 10 1111tll late UIU afternoon, 
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!he7 von' " 

S: !lo. !heJ' ll tllke a pod lone loo'lt at tdlat •• golag 
on and then bectn to - 1n. 

I!JI.Jr: I eee. 8o JOU don' t 'ltnov ,_tt 

s: No, I don ' t ltnov an,thlng about • • •• . 

~Jr: Well, would JOU ••1 the reoeptlon le eattetaotorTf 

s: Yee, I woul d. 

~r: Rlsbt. .lre JOU eatletled' 

s: Y .. , I ... 

Good. Yell, then, I ' • eat1et1e4. 

8: Well, 1t loo'ltl all r 1Bbt. 

HJI.Jr: !han 'It JOU. 

S: All r1Bbt. 

• 
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Hello. 

l!r • .Ulan 
sproul: Hello, lfr. lleoretllJ7. 

I!MJr: 'l'alltlng. 

S: I jult vaated io let you know the Oba•• Bank ha• 
Jutt ooae 1n tor a hundrld a1ll1on, •o 70U'll only 
need fourteen more ot that e1&~ DOw. 

(Lau&h•·) 

!l!'.Jr: !he Oha•e ioolt a hUDdre4t 

'!'hey put 1n a ~ab•or1pUon tor a blmdrld, yeah. 

l!l!Jr: Well, that• • good. 

S: Yeah. 

I!I!Jr: !low, 11 that their Ual tt 

8: Jutt about, yeah. 

!ll(Jr: Ju•t about. Well, when the Guaranty oo•• 1n, be •ur• and oall H. 

S: All r18ht, I'll do that. 

III'Jr: I wouldn't be a b1 t IUI'Jir1•14 1t the7 did ••••• 

8: lleltlwr would I. 

l!l'.Jr: ••••• after that aee1:1ng w ha4. You heard about 
that, did ,.out 

S: llo, I haYen•t beard about 11:. 

ID'Jr: Well, they were in here - the prt~ldent u Conway, 
ien•t tl:' 

8: Conway, 7eah. Re' • the obatr.an. 

RllJr: Yeah. And he had a long 41touuton. I kept ••Una 
h1a Wbether he would eubeor1be. Re kept e•a41ng •· 
llo I d14n • t - I let 1t drop, and he ~aid, •ot 
oouree, 1t w a@lte4" ~I ea1d, •Jobody'e so1ng io 
&It you to •ubeor1be. 0 
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S: 

JIIIJr: 

5: 

- 2- 138 

Yeab. 

Well, t:IMII, e91 ... ,1J' ....._ lie I'D' .. , lie -· lllllte 
110M"le4 ell& I aHe4 hill - I tel4 hill tala' ~ 
ill•·• il&& ou 141: :.., lli'o w:liule-bit 81Diflll.ea•ur'.;, ~ 
be1c1 ben tbere ~., a bait u bov, ,... -· ••.• 

Y .. h. 

So thea wbea he got ou,, he tolc1 Bell, he .. 14, •I 
wUb I ooulcl pt 'baok tb... beoauee t '• atn1c1 tile 
Seoretar7 hae the l~~pre .. \on Ulat we lD tile bank 
don't want to baolt up tile OoftrDDeat . .... • 

I eee. 

1Aftc1 I c11c1n°t wnt to lea .. tha' 111pN .. 1011 YUh 
hlll , Ucl I 1 11 Nal.l.J' WOJ'J"lecl. I YUh )'011 14 tell h111, 1 

8o t Val c1el1&bW4 tba' be Jlac1 left beN VOJ'I'1ec1, 
yoa •••····· 

a: Yeab • 

•• ••• rather than ha" h\11 tael tha' I'd eent tor 
hill to pat eoM pNIIIU'e Oil hlll 'llhlah I d\411° t. 

S: lo, 

!I!'Jr: Aa4 I t111P17 tolc1 hl• w veren• t so1aC to aelt bU., 
bat - an4 to - bat Bell tlloa!ht that tile •eeUDg 
ne ••rF 1!'DC14 &Del be let, •here Y1 til OollftJ, bat, b7 
God, I'• plng to ebow thea, eo I waat to watoh hle 
eabeorlptloa partloularlJ. 

8: Ul rlllbt, we'll let )'011 know, 

"l'Jr: VoDc1artal. 

8: 41.1 l'lflll'· 

Hl!Jr: !hank J'OIIo 
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Operator: Oo ahead. 

HJ(Jr: Hello. 

xr. Robert 
Rouee: Hello. 

RliJr: Rouee' Bob! 

R: 

l!liJr: 

R: 

HMJr: 

R: 

RliJr: 

R: 

Rl!Jr: 

R: 

~r: 

R: 

R: 

Rl!Jr: 

R: 

INJr: 

Yee, eir. 

1!ow1 e ehe going! 

Well, pretty well. 

Pretty well. 

Ah - ae fu u the bank• ue oonoernecl, we get the 
i~~pre .. ion that the bullt of thea will eubeorlbe 
to the llait ••••• 

Yea. 

!hd there w111 be a number who will be 110re 
ouetul and not go for t heir - for their llaU. 

Ub-hllb. 

!he .)oy-r14ere - that wlll probably be reduoed. 

Well, that'• all right . 

Vhioh, if you get a lower eubeoription, ie 
eicnifloant - a sood hat - a good hat-hanger. 

Yeah. 

Ah - our fipl'll here ue - at the 110aent - are 
three hua4re4 &114 euty allllon agel net t1,. 
hUD4re4 thlrty-two alllion on the - on the tvo 
an4 a halne i n Deoember. 

Yeah. 

Yeah. 
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R: 

fi)I.Tr: 

R: 

l!l!Jr: 

R: 

J!liJr: 

R: 

BliJr: 

R: 

J!V.Jr : 

R: 

RMJr: 

R: 

BliJr: 

R: 

Rl!Jr: 

R: 

RMJr: 

R: 

Rl!Jr: 

II: 

- 2-

Yo • 

!ben tho 011:y Bank .... 1n tor 1:ho1ro ••••• 

Row noh wao tha 1: - tho OU:r Bonk'f 

eo .. nty-oo .. n a1ll1on,t1•• hundred thouoond. 

Yeoh. 

'l'he Com Bxohange, t1tton a1ll1on • •• .• 

Yeah. 

'l'ho Publlo Watloaal Bank, •••on • ...• 

Yeah. 

140 

!hat'• about all the naMa I haYe ln front ot •· 

Yeah. ... 

Morgan 1• 1n, I tblnk tor onl:r halt thelr llalt. 

Ah - J. P. Morgan lnt 

'l'ha1: • • about the ploture a a 1 t otanda. !be 
llaJ'Itet 1o - U otoad:r. '!'here han been aaall eupplloa 
ot tho two•a ln tltt:r-ono, t1ttr-t1•o, and there baa 
been ._ry tree par to par one blda, aod the7 ha._ 
been able to aon a ta1r aaount ot thoa. !hero 4on 1 t 
een to be ADJ aerloue aarltet probleaa eo tar ....• 

Uh-tnah. 

General dlooueolon hlnpa around the allot•nt ot 
twontr to twen1::r-t1n ~r oent. 

Yeah. 

And enrybo4J 1a th1nk1ng ln teraa of par 11nd 
three-quarter• to a hundred and one, ao tar aa prlee 
1• oonoomad. 

Par wtla" 
Par and 1:hfta-auartore to a hundred and one. 
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J!'IJr: 

R: 

!O!Jr: 

R: 

!O!Jr: 

R: 

lll!Jr: 

R: 

lll!Jr: 

R: 

I!MJr: 

R: 

Hl!Jr: 

R: 

'DIJr: 

R: 

I!VJr: 

R: 

RliJr: 

R: 

"MJr: 

- 3 -

Yeah. 

Ae fu ae t:he ini Ual trad1J~«. 

leah. 

141. 

fhe7 all thi nk that - praotioally ••er1body thinka 
they ' re worth a hundred and one or a l i ttle .ore. 

·~~o oritioieae. 

We'•• had no oritioiese - no. There hae been eoae 
oo-ent that the all-1n-one inue would han to 
ll&lte for a larger allotment and eo 011 . - people would 
be oaretul. 

All right. 

All right , etr . 

Don• t - you ' re watoh1ng thea and not go1.ng to let 
thoee oouple of ieeuee go below par. 

I haYe been at the trading dealt all sornlng, and 
Allan•e been here moet of the tiae. 

And eo far you haYen•t had to buy anythln~ 

No, not a thing. 

Well, that •e good. 

Oood. 

But I'a not afraid to bu7. 

!Ugbt - I underetand. 

I aeu, I think it'd be a good 1nnetsent at thle 
pr1oe. 

Oood. 

All right. 

All right, llr. 

Ooodbye, 
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J(ra. nota 

llr. llorgellthau 

lfelaon Rockefeller and Ill'. 'lhitne7 are co~ 
t o see ae about tan o'clock about OW' next Dhna7 
fila. fhe7 hnen' t seen Donald Duck. Please han 
our IWl in the JIOTh theatn Had7 to •hew it at 
10:00. Please abo Haind ae u lOOn u I get in 
to get in touah with Colonel DonoYan'• office 
aa I would lllte e1 thn to han h1a or She !'Wood or 
soaebodr to co.e oYer at tan o'clock to lntti'Bit 
them in OW' next picture. I also want luhn at 
the ten o'clock •eting; alao George Buffington. 
Thank rou. 'lhen lelaon Rockefeller 1a present, 
I also want Joraan Thompson present. Also Pole7 
unless be baa aoaeother conference. 
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DAft r--.., 1), 191.2 

TO ,, S.C...tal7' • ru. 

I • N • 'l'holip-

nto Soonot.arr beld a OODtorenco ill bio ottioo tocllir at 11111ob ...,. ,.....sa 

lolaoo BocketellOT, Coordinator ot Intor-AMriCNI Attain, Jolm 11q lbitnq ot 

Mr. RDckotoller'• oraani&&Uon, At herton Rich&~, ilopQt7 Coordinator ot 

Illto,.ticn {Colonel llooo'n.D' o orpuisaUon) , Mr. GnoTN, aDd Mr. Tbalpc:lo. 

nte nbjoct ot 80Tillc pict ...... •• UDder diecuedOD, tho S.Crot&r7 adrl .. 

Ill( t.booo pnooent. tbat be aa PJ'OCooclinc to boTO DOt ..,ro t.ban lilt p1cturoo 

oodo bJ tho Walt D1on07 orpllisaUOD, *ich -.J.d be UHd 1n tho Det ... e 

S&'finio Bond eupaicn alld paid t or trca tho appropriotioll tor !xpeftsoo ot 

Loana. Both lleoere. Rockefeller alld R1~ .... i.ooprooaod nth the tn>e ot 

picture• to be udo, wbich could be wood b)' their oraaniut.iona 1n their pub­

lieitT aet.i vit.ioo, and 1t. we &aroecl tbat. tho Tre&INJ'1 Oopart.ent. oould boar 

50 per cont. of azv ...... .., tho picturoo, tho other 50 per ..... t to be borne 

25 per cont each b)' llr. Rockotoller' • and Colonel Dononn'• oraanaationo. 

I t aa brollaht out tbat perb&pe tho p1et,....o could be ll&do b)' the 'lalt 

~8007 oraaniUt.ion tor oboodn& on a C011100ro1al bu1a oo that thoro lfl1&l!t be 

DO coat to tho Gon.->t, azv web poanbb coat bo1nc eont1nod to the -.mt. 

of 1r11 pooaiblo looo 1n c-.oct1on with arq ot tho p1ctureo; tho Gon.....t 

-ul underwrite arq web coat, tbe throe apncieo ooncomed lhar1ni tho 

&IIOU!It to be poid on tho perc..,tqo bawl• aboTO 1nd1e&tod, the total under­

IITiting BU&r&nteod t or arq one pict ure DOt to exceed $)0,000. 

~ 
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1.44 Sent to Secretary's houao evening of 2/12 

aiM discussed with Kuhn at breakfast at 

HK,Jr's house on 2/13 

.· 
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DRAJo"l' OF SKCILJ:t.lRY J.klRG<.JlTU U Is Sl'EECH 
'10 ~ h1: AD~TISllf:i CLUB Ill B!LTDIOR& 

FKB~UAhY 14, 1942 

This great occasion gi ves me an opp?rtunity t o 

thank t! e volunteer 11or ker s of lt!arylanc! anu all of 

the other statee l'll:ere thousanus of men and women 

ano chilor en are ~ivin~ f r eely of t heir tine and 

e'ler gy to l:elp in riMnclnt; the winnin& of tHs war. 

145 

Ever since t he start of t l.e Def ense ::.avin~s program, 

ana especu lly since the start of our actual l'lar effort , 

I l ave been convinced that the A:ner i can people are 

rea<.;~ to c.o tl:eir part. Tl.ey arc reaoy to roll up 

tt.e_r sleeves, to v.or.- longer hours , to accept restric-

tions of all kinds , to s~eat and to save a~ never to 

let up until th~ war i s won. 

, 
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'!'oc:.ay t he need for such eifort is br eater than 

ever . e hav.. just gone throut:l• a bl ack weaK in the 

war , a l'•eek of terrible event s v.hich should have swept 

the last cooweb of complacency :' rom our minas . ';obody 

can say t.or. much the r.ar has been l engt henec. by the 

fall of ~ingapore , or the setbacK in Lioya or t r.e 

--t ~¢ .... J. r~ 
sinkins or so many pvae1aua~ ships anc car&oes on the 

t.igh sells . But it is simpl e common acnse to realize 

that the r:ar has been naae longer , t.araer and costlier , 

ana t !.at Lese trae;eaies :.ill have t o be paid for before 

v. ctory can be v.o~ . 

Tlta\. is v:hy I say ;.hat t h is \1ar Y•lll cell :'or a 

SUJ.r ome effort f r om no1; on, for ever, ow1ce of energy 

in every J leld of our national life . At P time like 

ti. is it is vitally im:rortant that v.e who are engaged 
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in the Defense Bona campaign, as well as all others 

who are busy in tbe •ar effort, eho•ud see and under-

stand the new dimensions of our job. To show you one 

..... 
example of what these new dimensions will involve • 

I should like to apeak to you for a few minutes in 

financial teraa. 

We Aafpea te have sold more than $1 billion of 

Defense Bonds in the month of January alone . That 

wae a great and impressive figure, yet you must forgive 

me if I do not throw mf hat in the air at this response. 

Early last month the President sent to Congress a buaget 

meeaage calling for expenditures of $48 billion in this 

calendar year. Don't our billion dollars in January 

look a little different when they are set against that 

budget figure? Doesn't the entire total of $3! billion 
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that we have raised thro~h the •*le of Savlnsa Bonds 

ainoe laet ~ look leas than •sood eno~gb8? 

Tbe money we shall have to apend in this war has 

got to be rai sed by every conceivable method ana it 

will be raised. .e shall han to get aa auoh of it 

aa poaeible fron taxes; and you will bear later this 

month how we at the Treaa~y would s~ggeat doing that 

essen~ial part of the job. Some of it will have to 

be raised by new forma of borrowing, ana some of it 

in the conventional but inflationary manner of going 

to the banks. I hear suggestions from time to time 

that we ought to raise some of it by compulsory savings, 

but, aa you know, I have always preferreu the vol~tary 

method. 'itlli I still prefer i~ n h werth Pel'leBtBePing 

that in Euglxnd, a! ter t•o ) eal'l ot wax•, • oluntat) 
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_.lac• yiel4ed" eoct~.ooo paWIIa, o~J-tillth of 6e 

tttH" 1111ti-oD&l tlr.lt~....,~tr~• ral.l a&Ul'&...alon• in 

iA ·tpit.·.oi-the Jlftf&iee.l de¥&e\&\.1 .. ol b.omba,~&AA. in 

-.,1 t~Utrloerttma·am l'estrlctiOM·eueft.. H · we-4-B-

~ 111rn.n can ao so wetr;- wtcy cat:•t we·dG nan better? 

baa been pJ•nned aDQ ~~~un on the right linea, but we 

ahl\11 ban to expand and inteneify it by every meana 

in our power in the year ahea~. ~~ ehall haYe to get 

down to the grass roots of America, to the ~illiona 

wboee future happiness and welfare and freedom are 

utterly dependent on our victory in this war. Vie shall 
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ban to rll .. 110re fr• Defeue S.YiJICa than 'liT of 

ua enr auppoaed, for 1t we were lett with too llllOb 

to borrow fro• the biDka, no aaount of price control 

or rationing coulc aYert the rise in prices w1ich would 

then ensue • 

• no~ ... t dt uiug 1n1 ., ... , that Ilia -.c~tft44-B 

the aav~banb.-TA. -1 __.reetring ie~iYidual 

...u.rlnga .b&Ak- Moount& 4oea JIOt add. to our .i.llflatioD'!!J 

.pro~1o hll8-ii-*kap41 oat-of·obecdath&r.._ 

10111 .... U: ir nt beil!..:f spnt" tal" goon tllf'. ewpete 

·'IIlia wer·proiuotion. I am not interested in having 

eavinge bank depositors tran6fer their mone7 into 

Defense Bonda. It ie encouraging to eee the patriotism 

that prompts ma01 people to invest their accumulated 
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Dart tnan n~li of tne D 

January came from persona wbo were ablH to bU¥ their 

entire year's limit at once, and that ~re than half 

of the billion did not, therefore, represent true 

aaving out of current income. 

The moner that should and must be put into 

Defense Eonda is the money that 1a ourrently earned 

in p-r checka every week or every month. We estimate 

that about ? million individual& have bought Defense 

Bonde aince tbey firat went on aale in ~7. but we 

alao know that there are between 40 and &0 million 

individuala who are earni~ regular income . , 

again, will ahow you the dimensions of the job a}.ead 

ot ua. Our greatest effort in the co~ng year must 
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be directed at PaT rolla , so that every one of these 

40 to SO million :oan and women will set aaioe a 

substantial part of their earnings t o help win the war. 

You mey well ask mt I mean by •a substantial 

part• . I have alreadf said publicly that I do not 

mean a mere token, I no not mean spare change, I do 

not mean two or three or four percent. We cannot get 

at this problem by fixing a flat rate for everyone ; 

we must approach it in a more flexible way. 

The largest single group of wage earners in this 

country consiata of those who are earning from $20 

to $30 a week. There are 10, 740,000 of such small 

wage earners out of a total of perhaps 48 million for 

the enti re country. There is no reaeon why the average 

wage earner in the ' 20 to f30 a week group should not 
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be able to aet aside $1.25 eeob week tor tbe piU'cbeu 

eingle with no aependent , 

he should be able to save much .ore than this; if he 

hu a large family or unusual financial bUJ'ciena, he 

cannot be expeetea to save aa much. But if tbe average 

of $1.25 a week were to be followed b7 all the wage 

earners in tbia eategor7, we ehoula proauce total 

annual savings of more than $698, 000, 000 from this 

group alone. There is no better example to mf mind 

of the fact that great oaks from little aeorna grow. 

Let' a take another income group. There are 7 3/4 

llilliona of un and women earning from $30 to $40 a week. 

Here again the average savings eaoh week ehould be at 

least $2.00. The amount in itself, each week, is amall 

enough, 7et if evecyone earnin~ froa $30 to $40 were 

to eave at thia rate , it woul<i 1111110 a total annual 
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Let me take just one more example, and 

then I will be through. There are 5, 794,000 

persona earning between $40 and $50 a ~eek. 
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If neeyone in this grqp.p were to aan onl7 $4 

out of eTeey pa7-cheok, their total saTing ~ould 

aaount to $1,205,000,000 a year. 

If you are interested in this approach, I 

haTe brou&ht with me eoae copies of a table giTing 

a suggested eaTings schedule for all incomes 

b inning ~ith those from the $5 to $10 a week group 

and going aa far as the $150 to $200 a week group. 

I offer it to you, and 
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•• at the Treaa1U7 are circulating it thl'oughout the 

ooun~rr, not Wltn anT i4ea of setting a quota. Each 

individual, after all, ia the beat judge of how much 

he can invest in Defense Bonds1 No oat ia solag ta 

-rJ.a.r 
.t.eJ.l .. A-Ht~llow waelt he muse iau ''' ' tor -it is the essence 

chair~. But if the average week-by-week investment 

reaches the figure that we think can bs reached, we 

shall raise more than $10 billion a year from small 

savers alone, not counting the uounta that I know we 

can obtain from larger investors . 

Some ~ say that this is a huge sacrifice to 

be asking of the American people . I do not call it 

a sacrifice at all. Is it a sacrifice to lend your 
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•riltc• 'o 'fOV Go.,.~t 1a tJae or war aJIIl to pt 

nt. of lnt eat 

?y r.··••J a.ua aut atcl tht waPI •aurtttaa· J:U 

caues•ioa with Blfihll BUill& tJ&diDi au as ... •·ltcse 

011!' people will be ubd to do •111 •re cilftioalt 

thiDca iD thb ftl' than the plll'Ohaee of DefiDM Boi!Uo 

It we are to do our put, each of 111 will han to* 

.aJ+btlM LlQ }UW lea at a IYIB OOBNefr:.BIIIc laak [1f 

11o1 ••~ •e $e ooneene- •hrlela, to 1111 buuu 

and train• lneteacl of cars, to work longer hours, to 

pay higher taxes, to atop the waate o! ood and material• 

and effort that ~.a been characteristic or our countJ'7 

aDd of all young and lusty co1111triea 11\e ours. 

Inn these will 1111t be aacrl!icea to 'Ill sind; thl:r 
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will ail!pq be a oballeiiiP to ov llrrent heu11, 0111" 

~ootpt•oilR,- a.nii our cOUl"age· It chould be a proud 

adventure tor us to get along with lese , to accustom 

ourselves to wartime conditions, to play our individual 

part in a great war for freedom. 

It we should lose this war -- and never forget 

that we can lose it -- we should lose evei'Jthing. 

Wy own confident belief is that we shall go forward 

all the way'to victory, never counting the ~oat , never 

grudging the bardahip, alway• remellbering tbat our 

stake in this war is evei'Jthing •• have, everything 

that we have built up for 150 years, everything that 

baa come to ua !rom our forefathers . 
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Dlecuased in Secretary's office 
2/13 at 4:30 pm 

• 
.. 

' 
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o;J., T OF Sl!CRJ:.~.Y WORGE.:THAL ' S SFEECH 
TO THE ADVKP.TISHIG CLUB IJ, BAL'IlliORE 

FRBRuA.~Y 14, 1J42 

•• e have just gone t hrough a ble ok week in the 

war , a Vleel' of terribl e events Vlhich should have 

swept the last cobweb of complacency from our minds . 

;;obocy can say how l!luch the war has been lengthened 

by tee sie6e of Singapore , or the setback in Lioya, 

or the sirutint; of so many valuable ships ana cargoes 

on the high seas . l:lut it i s simple common sense to 
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realize that the war has been ~Ace lon6er , Le~cer and 

cost lier, ano t~t t he se tragecies will have to be 

paic for before victory can be won. 

ha t is why I say that this v1ar will call for 

a supreme effort f rom thi s very moment, for every 

ounce of energy in every f ield of our national life . 
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J~ortant at a time like thie t t r.e 

those nen d1menaions anu act accordingly, 

ill the !inanol&l !iel ae in every oU:er. 

For elulm}'le, ne hue sold more han $1 Lillion 

ot Defense bonds in the 110nth ot Janu&ry done. That 

na a great and impressive figure, yet you !!lUst forgive 

.. it I do not throw my hat in tbe air al thls response . 

larl¥ last month the President sent to Con;.:ress a 

ba4cet seasage calling for erpeno.turee of' ~40 billion 

Oil the war in this calendar year. ~6ur billion 

1D January look! aull aiUl inaaequate 'lll:en it i! eet 

The money we shall hnvn to spend in th1~ 11ar t.aa 

got to be ra1eea ana it '11111 be raiaed.1{'e Ecall have 
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bear eoon how Congress ana the Treasury would suggest 

doing that essential part of tho job . it thts moment 

I can only tall you this : that just ae war knows no 

avoidance, the next tax program will not allow anyone 

to escape from p_,ing his fair ahara. Some of our 

wartime needs will also have to be met by borrowing 

from new sources, and some of it in the conventional 

manner of goin6 to the banks. 

I hear suggestions from time to ti~e that we 

ought to raise some of it by compulsory aavtn5a, but , 

ae you kno~, I nave always preferred tle voluntary 

{ ... '""""' .... ;:, ....; 11"4. -<...- N_. .. r., ,. ~r~tl ........L 
method. I still orefor it, bec~uae I am certain that - ~ 

it will work. 

Regraded Unclassified



- 4 -

In ECGlaDd, after two years or war, YOlUAtary 

~~ # 
savings yielded,~,OOO ,OOO pounds , one-tenth of 

the entire national income, f rom small savers alone 

in the past year. !let is wlat the English were able 

to save in spite of e crushing load of taxes, in spite 

o! the p~ysicel devastation ot bo~a , in spite of dis-

locations anc restrictions such aa we in our country 

have never known. One- tenth of our own national income 

woula be more than $10 billion in a year. If~~ 

Britiah~a·Jt~.s can do so well in the face of such 

hardships, w~ can't we no even better? 

I know that the tmerican people can do better• 

IDG I can p1o ue it. The proof came from Honolulu in 

the second week of December , while the sky wa& still 
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d~rk with tho amoxo or the first direct attack on 

~erioan soil. Shops and homes were in ruins, and 

civilians had been killed, but the people of Honolulu 

just wiped the dust fro~ their hands and the grime 

from their e7es and showed what free i=ericans can 

do when they are aroused. The day after Pearl Harbor, 

Honolulu was bUJing Defense Bonde ten times as fast 

as before, and within a few days we at the Treasury 

had a telegram begging us to authorize the issuance 

of receipts instead of bonds because the suppl1 of 

bonds bad run out .\ ~at wao the Aaeric•n ••v QL 

~~·~t~ln~g~~~~ 

Do we have to wait until the bombs fall on us 

before we rouse ourselves? Do we have to wait until 
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our homes are in ruina, our fields deYastated, our 

property seized? What are we waitiD6 for? Wust we 

have more disaster, more tragedies like Pearl Harbor 

before we realize that this war is a life-and-death 

atrugble for every one of us? 

All around us we can see evidences of the fact 

that fighting spirit has not died among free men. 

We can see it not only in England, not only in Hawaii. 

v.e can see it in the Philippines , where Ctllertl l!eo tAPil;v-

a.. · .., .• · · r-·:t•o· 
.,.. _ .......... ,~ ~ 7"'"'"'~ ....... s ~7· 

afti !tie mcft are writing a new epic of human courage • 
• 

~.e can see it in China, where hundreds of millions 

r~ J.:.~· ...._~ 

~kept their heacs biglt aW"ift~ 4-t years of terrible 

war . We can see it in Russia where men are fighting 

and . dying, in freezing cold amid unimaginable hardships, 

to drive the invader from their soil. "le can see it 
I 
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tbrOQ&Il \ne e.r&~~w•• u. •"'"- · 

quereci nations of turope, llh~re all of Bitler' e tiPing 

aquada oannot kill the love of liberty. The battle-

fields of this war are not thousands of miles awar; 

the7 are right here in our factories and our homes, 

our hearts and our minds , ana the need for sweat and 

effort ia aa great as il the ene~ were at our gates. 

Ever since the start of our Defense Savings 

effort, long before Pearl Barbor, I have been con-

vinced that the ~rican people were read7 to do their 

put. But readiness and willi116DUI are not enough; 

the time baa come for all of us to transl ate that 

readinees into action. fie cau, "'" ·,r;ill , r.o onuet. 

We can do it voluntarily and effectively in the purchase 
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of Ueuwu• oOnilb lUI iu 6..-.rr otoer prase ot our war 

effort. Wh3, if everyone who earn& between $40 and 

$50 a week were to set aeide just $4 out of every pay 

check for buying Defense Bonde -- and there are almost 

eight million income earners in thia salary group 

alone -- it would bring the Government $1,200, 000,000 

a 1ear . I have with me a table showing what the average 

income-earner should be able to eave for Defense Bonds , 

beginning with those who earn $5 a week and going up 

to the $200 a week group. re are circulating this 

table throughout the country as a sug&ested 1ardstick 

for income-earners , to show that it is entirely possible 

to raise almost $11 billion a year from payr~ll savings , 

not counting the additional billions which the larger 
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inveetore can auo 

That will I! bO'll' you, per hap a, h011 11 t t c "1';;..-.;:c:;!~==t::=: 

done already and ho~ much remains to be don~ . We 

have reached onlT about one-seventh of all the income 

earners in the countrr; we .uat reach the oth@rs without 

delay . l'.'e must hue evecy incomt earner in the countey 

aaving regularly on a week-to-week basis if we are 

to finance this war without bringing the evils of 

inflation upon us . 

Some ~ say that this ia a big sacrifice to be 

aakiug of the American people, especiallT of those 

with fixed incomes. I do not call it •sacrifice• at 

all. Is it e sacrifice to lend your aavinga to your 

country in time of war and to get a handsome rate of 
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lilhreat 
I 

Defense Bonde . If we ar e to do our part, eaoh of 

us will have to conserve reaourcee, to uet buses and 

trains instead of cars, to work longer hours, to cut 

down on luxuries and on m&DT neceeeltlea , to atop our 

habitual waste of food anc materials ano effort, and 

to alter our everyday lives to any extent that~ be 

necessary to meet the needs of war. 
I 

Occasionally I h~ar it said tl~t ~e muat not 

dislocate business or cisturb our economf in wartime --

as if you could fight a band of gangsters in your house 

without soratching the furniture . Occasionally this 

group or that protests that it should bs ~xempt from 

L-B 
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allitarr aerYlce OP fran tSr· ra\le•iR& or from pa7ing 

higher ere I can lieal' 

men of little minds , ~Paakiag their complal.nte that 

we were net better preparea. he7 happen to be the 

aa=e men or little ainds and narrow Ylslon who tried 

to preYent the President from building up our NaYJ 

nine years ago; the same men who Yoted against the 

fortification of Guam and other bases; the same men 

who fought every military ana n&Yal appropriation, 

eYen a!ter the fall of France; the same men who cried 

"wer.onger• wheneYer the President aought to consult 

our potential allies in preparation for an attack 

which he knew would surely come. 

Fortunatel1 we have a man in the V!hite House who 
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saw the terrible meanin6 ot this war fro~ the very 

his critics cal led him a •warmonger .• I see a good 

-1!! 
deal of the President at close ran3e in t hese days 

ot crisis; ana every time I see him I wish that the 

whole ~Prican people could see hia and hear him as 

he directs this vast ana complicated war effort . They 

would catch something of his courage, his patience, 

his vision, and they woulo see him aa he is already 

proving himself to be -- a great war President, a 

worthy leader of the whole free ,,or ld. 

Fortunately there is no lack of patriotism among / 
us. / The croaking voices are few in number and small 

in influence; they nere discredited forever on the 
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tor all ot ua to aweat and work aDd aaYe, aDd ne•er 

to let up until the war and tb\ peace are •on. 
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-
~2 FEB 13 PM 4 02 

IAB}6 27 ss 
BAl TIMORE MD FEB 13 1942 323' 

HENRY lotORGENTHAU JR, SECRETARY OF THE TREASURY 

TPEASURY BLDG 

ll.lRYlA'4D AWA ITS WITH I'LEASURE YOUR VISIT TO STAT! TOMORROW 

MTI CIPATE O,PORTUN ITY OF GREETING YOU ,ERSONALL Y AT BANQUET 

~SURE YOU OF CORDIAL WELCOME BY OUR CITIZENS, KINDEST 

REGARDS 

GOVERNOR HERBERT R OCONOR, 

4011" 
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l CONGRESS OF THE UNITED STATES 
.101NT COMMlTTut OH -.coucTtOH Of' 

I'•ON£.S:S£HT:IAL f1':0DV.L IUt...,.,Dtl'UI'tU 

There wiU be a meeting of the Joint Committee in 

Room .l.l!-~M>~Jntl~.t-~4JN on .f.d.~,J'eb._J.l, 

at. ~9_;Q~L~ .• !Il.• 

To 

~~-~~ 
e) (f HAURY YWfJf) -\,'!f,;_.

1 
ON -

173 
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TREASURY DEPARTMENT 

WASHING"TOH 

MJKOIWmlll 011 IIZE'rii!G OJ' 'nil JOIN'l 

001Cli1'1D Oll Bml~IOll OJ' 1!011-llUINSI liXPJ:NDI'I'OIIIS 

j. moot1!!g was call.4 at lOtOO J.. N. , J'ridq, J'obruat')' 13, in 
tho Senate linanco Co=mittoo Bo .. in tho Soaato O!!ico Building, 
!here wore preaent: 

Senatore : 
li)'T4 
NcXellar 
George 
ll;ye 
Glaoo 
Wollette 

Cozacr••••nt 
Wont 

Buroan ot tho ~ot: 
Mr. Le:wtoa. 

Gonoral Accounting Office• 
Mr. krcer 

lara SoC!IU'it;r Ada1n1ott'1lt1on: 
Mr. !Aldvin and aaaoeiatea. 

Senator Byrd opened the mooting with the otntemont that Nr , 
Boldwin wne being turniohod an opport~nity to anowor tho chargee 
1ffl1ch had boon l'tsdo a;:ninot tho J'Sl, Senator Byrd otatod that ~p to 
t hi o point tho eo-1 tteo had devoted at hwro of time to t&kiJ>g 
teot1moD7 vhich tilled 316 pe&eo or tho r ecord. Be oa14 4 houro and 
20 min~tu wore devoted to hearing critical tootimoDJ; 3 ho=o had 
been de't'Ohd to hoering Mr. Baldwin '• auworo, and that the balance 
ot the t1•e had boon uood by tho reprooootathoo ot the Bureau o! tho 
~et 1D turniahiD& information on tho procru. 

Nr, Baldwin ro~uestad an opportunl t ;r to ..Xo a c.-plot e 
otateaont without interrupt ion• and took up point b;r point the 
""rloua crt t1c1•a and chargu which had been ado agalut tho lS.... 
Bo pointed out that m&D1 of the 01.1bJocto of cr1tlci .. directed 
~lnot tho orcanizatlon voro mattoro wbich voro opeci!lc&ll:r 
rtctUlrt4 under •a.rioua pro'fialona or law. 

Upon complet~on ot Mr. B&ldvin 1s etAt .. enta Senator Byrd 
c•llod attention to tho otatemont r eported in tho proto of tho 
preceding day that the President had indle&tod hi o diaapproval ot 
the practice of FSl in paying poll tGXoo contrar.r to St~to lava, 

b ropl;r to an 1nqu1r7 b;r SCI&tor Nclellar Mr. Baldwin 11eto4 
tho propUio ...S..iniotorod b;r tho J'S.I., ao tollovat 
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Jho, llal4wla tuaillael t.af8-Uoa •• •• \be _, ot ao.., a..UlUlo 
-' u;ts'J' a4R _,_ ~ 11114 \be __ , ot .... ,..,,., 
1- u4 o\llor &ata:--ac \be ao•httloo ot lllo o....,.U•il-

lr, Jal4wla oall ... \be o-tuoo•o ouoauoa w tb. tan 
boo bal. tu\ \- iato ..... \11&\ 1a \bo ho.U.t'• pre11 ooat-
11814 a tw aiaa\oo llotoro \bo ho.U.\ Mil h_... a - 1ta-t 
wUil ,..,.., \o \bo Jll'IICU.O ot \bo r&t. la laol'l4lac :poll '-­
-~~~ \bo all~• 8>111 "tuM at lb llornw .. u4 bal. 1a41oa\ot. 
.a.\ boo - • o\JooU• \o \lllo pr.c\loe, 

lau\oro ll:rft. l!.el'•ller 11114 J,e loR \llo _,181 a\ 12U.8 
J, I, lau\or e!a11 lett at 12120 Jl, I. .._._r Lahllot\o u4 
a-wr O..rco r ,..., \o ch• lr. louT I.hoola ot Ool•W.. Olllo, .._u.,. looro\&17 ot \bo Olllo ra... luoa Je4oraUoa, u4 o\llaro 
aa OJPOrhaU7 h ho\117• 

lr, -...z,. J.laoola ....,, a lllon o\at•oat la IIQIPOr\ ot \bo 
ocUnUoo ot \bo 7M. 

lna\or x..hllot\o la'rt\ot. llr ..... !oll1117 ot \bo llopana•\ 
of ~nuaro, • Mil wn.ot oa \boo ,.,._, 0ho4 for Tlo\orT" 
~ \o w\l1M \b. - la whloll \lllo procra W ~~- arrl,... 
a\ aa4 \bo moa\ \o Wioll U roll ... wpea people 1a low ~ 
t..Uloo .. ~ 117 \bo r&t. \o partlolpa\o 1a We proc- .... 
t.l11117 tuaiolle4 oeaoidozablo iatorM\loa aloiiC \booo llalo. 

lr. J- 1, Pa\\o._ hoolud ot \be Iamere' lllua\.ioaal 
... Ooopora\ho vas. ... ot .a.m ..... cl•• ... OJPOI'hal\7 \o .u-1\ 
a ""'-' la _,-n ot \bo 7M. !Ide o....,S.•Uoa h aaU 'liP ot 
15,000 ,_, tamero 1a 6 ln.\b.ora 1\o\oo u4 aa ol'p&i_... a\ 
-...u •• ,_ ..... 1a hl7. 1')~ 

!boH~~PU \be aoo\181 ...,.....,. ... a\ ltl!S J, I. 
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TREASURY DEPA RTMENT 

INTO 0~ CONMUNICATION 

seortt&rJ Morctntha~ 

Geora• B~ttincton ~ . 

1.76 

National Screen StrYiot hf• not Jtt eubaltted - -
to ae a complett det&lltd report COTtring ~~ nuabtr 

or theatrtt in ¥bioh 0The Ntv Spirit" waa txbibited 

tor t he period ending rebr~J 8. 

I u told nrballJ that, at ot Ftbr~J 8, 

the p1oturt bat bttn shown 1n 1,800 thtatree, with 

two dietribut1ng pointe not r eporting. Tb1t 11 

regarded at tat1atactorJ tor tht tirat period, inaemuoh 

aa the t1lm remained in certain !1rat run theatrea a 

full week. Wt or1g1nallJ contemplated txbib1t1ng tbt 

film, btginning Ftbru&rJ 8, 1n 2,000 theatre• taoh 

week during t1Tt veeka to attain d1ttr1bution 1n 10, 000 

theatret. HaTing completed the picture bt!ort 

Febr~J 8, 1t now appear• a.t though we wiLl be ablt 

to 41ttributt 1t through aort than 10,000 tbeatrtt 

bef ore March 16. 
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Ana11e1a ot Exposure to Payroll SaYings Plana 

l'ebrUl'ry 7 , 1942 

Kumcer Total 
exposed number 

to p11.yroll 1n t he 
se.vinl!t plans country 

Pert A - S~ry by Number ot Organizations Exposed 

l . .9us1ne&s oreanhationa 
(!) Ra1lroo.da ....... . .. ........... , .. . . 
( ) Other 1' 1roe d t h 500 employees 

or :;ore ••..•.••...•.•..••.•.•..•..• 
(') Other r irma ~tlth 100 to 499 

e~" loyeee a ••••••••••••••••••••••••• 

( ) Suttot~l - large !'ires ........... .. 
(,) F1r:a vlt~ less t han 100 employees . 

(j) Totr l tua1neaa organlze.tlona •..•.•• 

Jovtrn:::ental organizat i ons .•........•. • 

I. Jr..n .· total •..•.... .. ... ..• .......... . • 

4 , 502 

t> ,17S 

12, S24 
10,9)2 

2),756 

• 
23.756 

Part B - Sum=ary by Number of Employees Exposed 

3u!lr.es~ cr~an1zat1one 

~ 1 ! ~~;~o~~~~~ -~ith. §oa · e;;i~yee~ · • ·· · 
or more ••••...........••.••.•....•. 

()) Otr.er tires with 100 to 499 
ell:'loyeea •......... . ...........•... 

1 , )21> , 909 

12 , 227 ,6o8 

1 ,864,906 
15 ,417, 42) 

JJ7 , JlS 
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7 , 251 

26, 969 

34 . )76 
• 
• 
• 
• 

• 
• 
• 
• 
• 

<~) Subtotal - large tlr=s ••. .• •••...•. 
<:l F1r-• wlth le&a t nan 100 eoployeea . 
(.;) Total tuelnees or ganlzatlone •...•.• 15. 75lt. 741 J9 ,4oo ,ooo !/ 

r:. Joverncental organh atlons 
(l) Federal Go• ern::ent •..•.........••.. 
( ~)State and local governments • •. . .•.. 
(; ) Tot11.l ~overnmental organizations •.• 
Jr D.nd tot al. ......•.... . •... .. ..•• . .••• 

• 
~H :§~ 

16 ,427,605 

1 ,700,000 !/ 
2 ,;rgg ,ooo 
~ . , coo 

)4 ,800 ,000 !/ 

92 

62 

22. 
37 
• 
• 
• 
• 

• 
• 
• 
• 
• 

• 

47 
= 

" ' •1vl!!on of Reeearc!l and Statistics . 
February 13 , 191>2 

ETclU.:ee az-rloultural emplo:·eee, g111tary .,ersonne1 , employees on 'OPA or llYA 
<r :=c ~ro Jecte .,rcr-rl etors t1r:n tte:~b!''l'& ' self -ec:>loyed' casual workers 
!~ n~rrona 1n docest1c service. 
!lata not ave1lab1e. 
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1tr•• ~lo11r• 500 Person. or Kor• Partlo l~atl~ l n P•rroll S.•tno-. Plant 

(At r-.ort.-.4 t7 U• n.t•~oae S.•ln.ttt ltart•• 1\at• A.laln1n.nt.on) 

Stat• 

A!at'aaa, •.•••••• ,,,,,, •• 
A:>! tor,., •••••••••• , •• ••• 
.lr.i.sti.Nt,,, ,, , , , , , , , , , , , 
J. rt .. •M'l Ca11torn1• ••••. 
5· :.lt .• •rn e~11rornlo .•••. 

.. ,.lor J,. • • • • ••••••• • 
:or.r . .-ctlout •. •••.•..... 
e•lav:ore . , ., ...•. ... .•• . 
:u.e trlo t c.~ Cc.lut.t la •.•. 
Florl1t • • . .••• , •. , •.•••• 

hortl a •...... .•. , ...•.. 
I4ai1c ••••. ••. , •••••••••• 
!!l!r.Olt •••••• ••••••.• •• 
:r.dl:u .. . , , •••• , ••••. ..•• 
Iova,, ••• ,, •• ·•• •.••. , .• 

'-'u. "'e: • •••••••• •• •••• 0 • 0 

X •• ~:.;.-: ... ], •••••• ,, ••••••• 
:.;~! e1au •..•... , . , ..... 
K'lr,,., •••••••••. ,, ••• ,., 
: .. r;".. • • •• • • ••. • • • • • •• 

. ..s.••·~ .:.Itt'!! ••••••••••• 

.. :.~--l~r. ......•..•.•.•.• 
•• 1:--.r.••cta. ••••••••••••••• 
::1et1t•1 .. p1 • • , •• • .••• • .• 
:a,rc\ll"1 ••• .••.•••••.• .• 

Xcnt!lf.a • •• ,, •• , •••• , ••• 
r. .. t!"'!lka ••• , ••• , ••••• ••• 
::•v11!a,, ••• , .•• ,, ••••• ,, 
St't .. K-<t-"'th1tt ••• I ••••••• 

Sf'~ J•rP•t· ...•.. 1 •••••• 

~!•~ ::r-x_t~o •• , •• ,,, , ••• . , 
,,,., Yor.4, •••••••••••••• • 
:.er~ .. :1:-.N.llr.l'l ., .. ••• ••. 
:.e:o! .. :,.40tft ••• ,, •••••• , 
C .. h:.,, ,,,,,,,,,, .••••.• 

c...:.a .. o;;.a ••• •••••••••••• • 
.;:,:"t'.::.f., ••••••••••••••••• 
Pf>·~·•:l•:t.r.:.a .••• • ,, • • • •. 
:\..~ !e l•lar,.!. ,., , , , , ••• , 
s~ _: .. c. ~lt •· •..... .• . 

S...: .. t .. :-.to:.. ...... 1 ••••• 

:'~ ., ................... . 
: .. u • ... ................ 

~!~~:. ~:::: ::::::::::::: 
-::.rl~t.t,, ..•.••••.•..... 
.. I ,t~.i~O:.,,,,,,,,,,,,, , 

A•: V:~ l~1a,,,,,,,,,,, 
'W!t: r.• 1r ...... I ••••• , ••• 

·.rrc:;tr..t: •••.••.••••••. . •• 

~ •• u ... ...... • ....... . 
R.-~t \:-c•J• •• ,.,.,. , •..... 

-:'ot~~ol •.• ,,,.,, .••.....•• 

: 11\iiE•r «:~t ?!.ra vi \li oarroil n~~ 
:-r.-&.15 

u •1¥.1 ~hM 
: an.:t : _ t.b.1 ot tLru 

9 27 29 76 
1< 1! lf 1& 
~ 

1F 
13 

~ :~ m 1&6 
l'l 1 7 1 5 

22 22 "2 J2 
97 1)2 1)'1 1~~ 
z 2 2 24 

12 22 zz t~ 1! 24 25 

}; ~~ ~2 1~~ t a 

':I 2n ,~6 6J'< 
• 7 1t0 

9 ll 22 5J 

16 )1 )1 )1 
: 9 )1 " 70 

0 0 0 £5 .. 4~ §5 ~ 
4J !6 :!~ 

•t ~l2 ~re '1() 
)05 '~ ~H •r ~! 05 
12 1~6 1}~ 2& 

? lZ~ 

~ 5 • ~? Z! )2 J2 
tf ~ c~ ~1 

u; :oe 2)5 

< 6 6 6 

~~~ ·~7 ~91 1. m 
77 7t 

? l I 1 
zs; m ~02 ~~7 

22 u ll 62 
" o2 o2 
;}~ :.02 '!4~ 625 •• 011 o7 90 

27 Jl "1 S6 

J ' ' tol - ti lJ ,. •s •• 1t7 
! , ,r t• .. !~ " -. 

Lt l~ r; ~· 
'"" t& 
" zc 2' 57 

!~ n& 1~$ 1}7 

" 1 I 1 

e 0 J J 

_u •• .. 
~ -- -

~ '!.J.LZ. 4 ,6tlo ~ 

t t: . .:-rr UW" • 1 . bivleior. of Me,;-r ) en an!" St."iiTtt'T'Ci. 

P•:oc•At e. -- ~ou~n.c perro.,..-
e••"~ ""l!r.t Ja.o::. IO : J.fr("rt : t sb. t 

12 1~ 1~ tJ 
JJ !J 41 
~ 69 ~ 75 !9 
69 69 6' C2 71 7~ 
'7 

4l -~ ~~ )6 J! 
24 2? 2? 
110 110 90 
44 ~~ ~~ 2} ~1 17 42 

52 100 100 
27 "" •7 
0 0 0 

Z2 n 100 
26 ~ 

11 §~ 62 
52 "' !} n 2l ~, 

0 " 100 

to 100 10<: 
6a 7t 7S 

100 100 1?0 
65 lOG 10C 
7t t6 t7 
t} l OG 100 
}2 45 '1 
29 46 4G 

0 ~~ l:lO 
; 1 72 

J5 6tl 6tl 
~2 2l 100 c" H ;,. 71 
2. J9 

no 100 l!JG 
~ l? 12 ,- 2' ~6 

;1 " .. 
17 ~· 92 

•3 7• H ;1 ~6 
' l! ~~ 6i ., 
0 1?0 100 

0 0 1?0 

_u --l'l -~ 
_!i. ...a ....u 
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11ru Caplortns 100 to '99 Pertont Partlolp.tlnc ln ,..,.Nll Snln.p n..a.. , .. ~ortt4 b7 ~ ~t•n•• la•lnc• IC.att•• 1\.ate A4a.1niacrato,..) 

-----
1'otil UC«nt of I tat• 

aWib• r --- 0 ... --............ 11 67 /) U5 ' " ~ 
~l&.Ofta,,,, ••, o, o.,,,, • • 15 20 20 • 

~~ 26 ~ Al'kar.•••· ............... n 
~ ~ 15 :6 

IONb.e'rn Oalltomla ..... 16o t9 (l R Soutt4rn Calltornla •.•.• '95 1,171 5} C:olora4o •••• , .•• , ••.•.•• "' ~l 90 19~ n ~~ ~i 
Con.n.otlovt., . .......... 100 217 622 Delaware .. , ...... ,., ... , 0 0 0 ,_ 

0 0 Dlttrlot or Colu•bla .•.. a 15 ~ 152 }~ 10 10 Plorlcta., , .......... , .. . ~ 7J 1}9 5} 58 Georata ...... ........... r; 71 

~ 
589 10 ~: ~l 

I4&ho, .••••..•..•.. , ••. . 22 50 ~ 0111'10 11 •••• • 0 ••••• 0 •••• •a ~~ • 2. 252 11 H 
lniiJ.ana., ..•. , •• ,,, ....• 0 586 0 2t Io-.,a ..•. , ••..••. , ••..••. • 26 271 1 10 X..nau .. ................ 114 2,0 21~ 272 '2 

~ 100 ltentuok.r •.....•. . • • • · • • · 75 6 ~~ 24 2S Loulelan.a .•.••....•. o ••• 0 0 0 0 0 Maln•. o 0 0 ••••••••• o•• ••• } 27 u ~ 2 1' 16 Kanlar.4 .. o o o o o •••• o •••• }2 57 a 1' 16 
Xa.aaotu•ettt .. ... ...... 5} -2~ 

~ 
1.52l } 24 n Xlehlaa.a ... o •••••••••••• li7 19 1,02 

!~ 
19 illnr.etot. •.•............ 1 1 

2u ill H 
llleelttlppl. o ••••••••••• }D 

n Xlttourl . ............ o •• 0 215 2} 0 
kcn:..n& ... o ••••• , •••• , •• 22 26 

~ 1~~ s; ~~ ll Jetr.ttk.t..o ......... o•••• 6 ~6 JievaJ.a . .. o o •••• , •• o o, ••• 4 14 1~ 2'1 }~ <5 

~ 
&it'lf Ha.Glptblt't ..... •..... 7 }8 

2~ 1~< $6 !,lev Jereoy ... .. o • , ••••• o 171 2}8 a6§ 20 27 
Stw Htxlco,, ... ,. o o ••••• 12 24 26 )5 }4 

~ ~: 
:;ew York .. o • •• o ••••••••• 505 9;§ 1,0S~ ~ . 2~9 12 rlortb Carollna. o •• , o •••• 

·~ 11 4 9 6 20 22 Nor;.b Dakota . .... , .... , , 5 29 1• 17 21 Ohlo., .. .. . ... o •••••• •• • 0 }11 .}5 l , l), 0 lt 25 O)llahou . . .•............ 29 l9 11~ }45 s 
~ n Orezon,. o o ••••••• ,. o •••• 21 u( 1,01~ }17 7 p,.nn,,.l.,.nla .... •o o ••••• 71} 1.~ }5 ... 

! 
Rhotlt ltlll B.! •••••••••.•• _, 

7• 7l 22 u South Carollna .......... 1J 29 ,. 174 7 
South nakota ............ 5 7 ~~ 19 26 }1 6a rer.t:ettet ...... o •••••••• 0 tit "a " 4 Teue ............ ..... .. 7• 1)1 1,}15 5 5 10 Utah •••••.... .•.•• • ... ·· 1} &; w l}l 12 

1~ u l'eraont, .......... 0 ••••• }D o} •7 
Ytr.lnl.a ....... ,, ...•. 0. }1 tb 9& ~ 9 2' n Va&lltr.r;,on ...... .. . ..... 71 '! 10' 17 2~ v ,,t v 11r.1ao o ••••••••• 0 }0 tl'i 272 0 ll ll YttoOt.tlD. •.,,,., • • • • · .. 0 101 6to 0 n 22 V7~:~&1ror~ .......... , ...... 1 5 11 12 t 92 
Ala.tlta,, ................ 0 0 2 2 0 0 100 
"-1\N.\41 ....... . ...... 0 ~ _!!2 -ll ~ ....22 ....22 ....22 To ttl ........ o • ••••••••• J.:rn 7,105 &,22' 27 ,017 ..!l 26 ...12 = 
G"mce of the liOi-·tbrr of the 'f'reatU2"'7, blir.l~ifi.i:obi !tc.t tt 01. l'iOr"uirr rr.- 1942 • Oat• art tor Jar.uar7 }1 , ln.tcuch ae no f ebruart 7 r•port "*' rf'oe1Yf4 . 
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»u.be r • x:poae4 
t.o p&T1'01l 

oaTI.nV phno 

Part J. - -1'7 b7 lluabor or Organ1u.t1ono El::poaa4 

I. Bu11neaa organ1£at1one 

( II) 

(5) 

l\a11roa4o •.•.•••••••. ••... ..•.•.•••••••• 
Other !1rma with 500 employeoa or mora •• 
Other t1rmo w1th 100 to 499 eaplo7•••··· 

Subtotal - largo !1no ••••.•.•••••.••••• 

F1rmo with looo than 100 oaplor•••······ 

(6) Total bua1neos organ1zat1ona •••••••• •• . • 

II. Oo•ernaental organl~atlona •... •............... 

III. Orand total ••••••••• ..•. . •.•••..••.•••••••••• • 

l" 
Ut~ 

111,166 

!!t.Qi5 
25,261 

• 

Part 8 - 8u111111a17 1>7 lluabar or llmplo1••• Expoaed 

I. Bua1neea organ1£&t1ona 

!H 
( 4) 

(5) 

llailroade . ...... .. .... ..•••....•••... . .• 
Other !1rmo v1th 500 omplo7••• or more • • 
Other firma with 100 to 499 emplo1•••··· 

SUbtotal - large ! 1rma ••••••• ••••••••.• •. 

r1rma v1th lees than 100 oaplo7•••······ 

( 6) 'l'otal b\l01nel8 organ.hat1ona ••••••••.••• 

II. Oo•ernaent&l orgsn1zat1ona ( ll Federal Oovernaent . .................... . 
( 2 State ond local go•ernaenta •..........•. 
() !ot&l go•e~ental organ1~at1ona ....... . 

III. Orand t.otal •••.•••....••.•• •.•. • •••••••• •••••• 

e reaeur7, 
Btat1et1oe . 

l,J25o560 
l2,595o]S} 

2,09J.9!!§ 

l6,0l5 o3Jl 

1112.989 

16.-2§.120 

• 
769.000 • 

17.197.120 

fot&l nwober 
1D tho 
COUtf7 

J! 
Jll, ,., 

• ---
• 

• 

• -

• • • 
• 
• 

Jo.ttpo.ooo 1:1 

!I 

l• • A2Sh 222 11 

PeroeDt 
or t.ot&l 
oxpoao4 

12 
~ 

41 

• 
• 

• 

• -

• • • 
• 
• 
~ 

• 
2& -.-

...!!2. 

!/ £xolu4oa agrloultural emplo7oeo, m111tar7 
proprletora, t1r• membera, eelt-emploJtd, 

ptreonnel, employeee on VPA or liV. or COO projects, 
o&au&l worker• and peraone 1n doeett1o aerYloe. 

• Data not &Yallable. 
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1.81 
llwllber ot -<..,h 111 Other eo,...,rat1ono and Innot:lent Illd:ilotr)' 

Cluall!led t'1 lotue ~nleo !: Sav1~ llon<la , ~7 Feder<.! a. 
ouve 4lotricu - Jenllll.r7 10 to d.t;;~o . !/ 

llooton Oh1CQ60 Cleveland 1 Olll.lll.l 1 x..n .... l!i nne- llew ; Phil... : I 
San Fran-D.;.!t : lltlt.ntn 1 City Richmond : 1 St. Louie Total apollo York delphia ct•eo 

Other Corporation• 

'"'· !0 
4 -·- 8 12 

17 1~ 27 1 11 65 8 1 118 
,4 15 2 61 22 13 1 2l 8} 15 4 3 240 
;1 17 14 90 28 27 1 3 32 101 19 8 ll 3Sl 

:el. 1 :v . n:; 33 4? 3 Ll 1 ·' 2} 1!. 1S ~7 -- J 
_ .. 

I nve•bent hld!atry 

5 2 1 2 10 
)1 10 3 2 7 6 1 s 37 

:} 
, 

2 9 7 3 il 48 c 

!/ Oli:•r Co11or, Uono authorized "" of Oeeeober 27 , 1941 Md Invoot::>ent I ndustry •• o! J nmu.r;t 17, 1942. 
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Oo10paratho Statoaoat of llaloo Durl.J>c 
11rot Ton h.o1aou DoT• of 7obMI&Z'T aa4 Jaauar7 19112 an4 Dooollbor 1941 

(7o'bru&r7 l-12, JaaU&rT l-12, Dooo•ber l-11) 
Oa J&oh of Io.,.. P1'1oo 

(.....,..to ta tloo........U of 4ollaro) 

8&101 
AaouDt of Inoroaeo I Poroeataco of Iooraaee 

0 £ !!!2~!! (-l or J!!!ro!!• ~- l 

It•• I 
~~ Dooe•ber 

,,,........,. I J......,. I 7obrll&l'7 
lo'b.....,.T ' 

19112 19112 1941 OTeJ' onr • onr 
JMMU I DtctUtt I lti!!Jil7 

leri11 I - Poet Otfiou • 44,441 • 611,225 • 19,812 -• 19,U1 • 114,41} - )0 ... 

lerioo I - Banke 169.873 1U.lll1 37·335 - '· s 1l6.QQ6 - --la.2 

lerioo I - Total 2111,}22 2}1.566 57,1117 - 2},244 180,419 g.8 

hr1u 7- :Bub 28,}86 211, 880 8,182 }, 5()6 16,698 111.1 

~ leriu G - Banko 141.624 98.1!95 55.763 41. 129 112.U2 __ll:..! 

'rotal $184,]]1 .]6o,~ .121,022 • 2] ,]~1 ~~.848 6,~ 

Otfioo of tho leorett.rT of tho !roaRJ'7, Dh1.o1oa of Bueuoll aa4 StathUco. 

Souroor .U1 t1.,...u are 410podh vi\b tho !roaou.rer of tho U..1\o4 8\aho oa &e0011llt of procoo4o 

of oalu of Uoi\o4 Statll oaYiJIC'I boob, 
lo\ol 1'1.,....1 han 'boon r oua4o4 \o nearut tbouoaad aa4 v1ll aot DOcouaril7 1144 to totalo, 

• J......,. 
onr 

DoowHr 

224.~ 
~ 

}15.7 
2011.1 
.A! 

198,1~ 

Regraded Unclassified



~- .... .,--
a.u, lalM - h'Huq ~ 

Oa .... ., Ie- l'rl• 

(latltcm '• ~ .. , .. ,, 
het .as. .._ __ ~alee .... l..alalee ...... -.s... ~en ... -.s... •w llftM • 

.. CW7. 
I • 1,1!)5 • ,a..lSO • '·~ • lt.m • lo,ll' ···= • '·* ~ ~·'11 J·ll'f 1,7!3 lf,,U lOolft u, a.m 

,Q) 16:~ '·~ 11,~ 31ol;J 11,11,. ::rr l 11,251 I, T ~. 111,1106 
-.~ 1) ,510 ,,., 11,62D ij:,. ITo• ,,., 

T J,OIJ 10,0, 1,01, 6,1711 11,.,, l :J,06il .. ., 
' ,.~ 3.071 ··"' 10 ,,,. 1,~ 

u J,f!l! 1,W7 
12 .~, 1,5111 

!o\al • 1111.11118 ~.m • !l,ll' tm.IIJ 

.._.., AU tt.pne - U,.elh wUia U.. ..._ et U.. WW •••• • -• et ,.. •• 1h et 
lila• It llalU& IJM••• .. ..t .......... 

• ,II ~ illan -- r o II"' M _, ......_. 11M wlU .. , Mlll-.iJ, 11M M MMJ.e, 
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CONFIDENTIAl 
1M 

n.111 ~· 1a \:he l'"k of hrleo • la'f'lllp Boac!a 011 J1u4 11 
( Ia thouu4o of pleooo) 

I Jlliiiii Of : &i&r Of piioee I 1£001 011 iiii4 I ...,. 
:pleooo oo14 1 wnutaoture4 I at olooo of 1 4o11nrl oo 
I thle 4aJ' I ' IJII daY 4a:r I &hlo W 

1.46 1,000 11,1152 

211 251 1,000 12,6o1 2,00" 

29 265 1,000 13,:J:J6 

30 2113 1100 . 13,1153 ? • ')()~ 

31 139 1100 111-,5111-

1 aoao-o1ooo4 aoae-o1ooo4 111-, 5111-

2 505 1100 111-,1109 

3 1511 1100 15. 1151 

II. 262 1100 15.9119 2,;oo 

5 250 1100 16,539 

6 3~1 1100 16,9911 .,, ,oo 

7 159 aoa&-clooe4 16,1139 

II aoao-o1oeo4 aoa&-o1oee4 16,1139 

9 379 711-o 17,200 

10 193 7015 17.712 2 , 000 

11 159 695 111, 2ll-ll 

12 220 611-o 111,6611 

!!ttioe of the looroE&1'7 of & freU111"1' • hbl'll&l'1 13. 1942 
D1Yle1oa of Roooal"'h aa4 Btatlotloe. 

!/ Iao1u4 .. etock 1a haD4a of (1) l'o4orel Rooel"'t'' B811ke aDd bi'&Dohee, 
!2) Poet ottloo1 , (3) r.doral Rooel"'t'' B-at la~ ~nte, and 

II-) freuu1'7 Yaul te 111 Ye.ahlDgtoll• 

Regraded Unclassified
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CONFIDENTIAL 

-.~~.~ ... 185 

••s.w•w"-_, • ·-~ ..._ "'-..;,. •u ... _, ..... 
~ 1,.,. • ~-~ '-~ 

(AU !~, la \Mooa h ) 

.... "' ~--"' .... _lea •.u 
I I tl.oo I Yalu 

1,111111 5.170 1,U, '!J 111 '·"7 
. ,_, 

1,557 5. , 1155 1157 6o 1,52iJ 2,7)5 

1,7, 7 • ., 1,111 571 51 U,331 3.510 

,,,17 ,,!1116 1,1,. 751 55 " ·"7 ~.371 

~110 a,~7 1,)11 6!7 " 11,5112 5.1!11 

II,WI lll,5f6 1,516 717 " 21,"3 5.~ 

5.m "·"' 1,575 M7 71 23 .~ ,,,511 
53,,1, 53.101 ~.,1 2,6llo 315 llll, TIKI 15."' 

U0.001 Bat1! 1 . 110 .l.ill _m p ,mp ~ 

186.?2' 10!·1" 20.@ ~ ~ 

~ -a •• ~ tiWS ~ 'JWli 

llirlolea of Poo\el .. ..-tap, Poe\ ottloo .,_._.,, h\el .. u.r 0111•• 
for.., \limP • •Allr" aro ..,&l\et fl&VOO· ......, of aUo"' 
....,•baUoao for ,.,. .. -~. u ootl•'-' "' \Joe Pot \ Oftloo hpan­
_,, U'l pnra\et la Wo Mno \1 1111'• wl\lo ..,&l\et .. Uar 0111 ... 
Iollar oaloo _. -Mr "' 'Dl\a for llo••- _. 1_., ar• .,..11-. 
"" ....U\et ......... "' tt.n\ olaU ,.., oftlool - U.\1'11\ --­

s..c offl11o, l1cvoo ._., hea N , .. \1 _, ...._.. _. wlU •' ••n .. rllT 
* .. \1'-11. ,... \Joe - ...... \loo ... of wolh \loll ·--­
Uou .... •' --llT ..,... -'lT wl\ll total ftlll . 
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1.86 

Febl"\1&17 18, 1~ 
Ed Fol e7 

Secr etary Korgenthau 

I aet Kra. Robert & oon lut night and aha asked 
ae what, aa a citizen of lin York State, abe ahould do 
about pa,ying tu .. in the District. She doean•t nnt 
to lose her Tote in In York. Would JOU llind calling 
her up this aol'lling and telling her what the law ia? 

Regraded Unclassified



1.86 

'•bruarT 18, 18U 
Ed Foley 

SeoretarJ Korgenthau 

I ut Kra. Robert BaoOil lut nl .ll)lt llUl a he uked 
ae what, u a oltlaen of lew York State, ahe ahould do 
about pa;ying taxea 1n the Dlatrlot. She doean•t want 
to 1oae her Yote 1n Jew York. Would ;rou ll1nd ealliJig 
her up thla 110rn1Jig and telliJig her what the 1• la' 

Regraded Unclassified
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J 

Regraded Unclassified



... . 12/24/41 1B8 I 

1 Di .... aed at Group Meeting. Graves reported 
~at the stations in soae of these places 
~:•n' t suitable for .urals, and that each 

al lwl to be •de indiTiduall1, so it would 
t ake a couple of 11onths before the next on.e 
h r11.q. H)( Jr told hia to keep on working 
bit. it. 

Jfollow up 2/t,U-~ ~A,";£.-;"! eLJ 

r ~ r~../4 !.'31J· 

' 

Regraded Unclassified
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Harold Graves 

Secretary ~rgenthau 

100 

Deoeober lS, 1941 

I wish you would cake the neocaaary nrranbenents to 
have a photogr aphic aural put up in stations in Washin&-tou, 
Chica~o , St . Louis and some stations on the Pacific Coast. 
I don t know i! they have a union station in Hew Orleans, 
but if they have I would think about i t . Let ~e put it 
another way. I would like to see i t put up in at least 
five additional stations where the greatest nunber o! 
people go through, but particularly I would like to have i t 
in Chioaco and Washington. I should think i! they were 
dupl icating i t and knew that they bad to have five more 
nurala that 1t would be oheaper to make !iva at one time 
than it would to order one at a tt.e. 

/ 

Regraded Unclassified
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WEII)!WfD1lM FOR TBI SICRI!m. 

Febrlal')' 18, 19do 

The paat week bae reflected in correapondenoe re­
ceived, the general condition of criticiam and diaaatiafac­
tion that aeems to have awept the country. 1 epecial 
group of "•our note a• ia appended at the end of the 
general report. It eontaina all aorta of criticiaaa but 
the quotation• have been taken al.oat entirelf froa iet­
ters which allo aaid the particular pcint of criticiaa 
had attectea the sale of Bonde. 

Comment• on the queation of taxing tax-exeapt securi­
ties continue to come in, with a few endorsements of the 
Secretary'• atand, ana a great D&nl letter• opposing it. 
The latter group ia considerably increased by letters 
transmitting formal reeolutiona paeaea by city officials, 
condemning the idea of taxing municipal bonda. Such foraal 
action hae evidently been requested by the League of Texaa 
llunioipali ties , and aimilar organizations . Letters hAVe 
come !rom the cities of Wilkes-Barre, Pa., Hamtramck, Mioa., 
Superior, Wis ., Sioux City, Iowa, Johnstown, Pa. , Irvington, 
N. J. , etc . 

There have been a number of letters opposing Joint 
Income Tax Return•; othera attacking the Secretary's moat 
recent atatement on silver. 

The kioka on automobile stamp• continue, with constant 
request• for receipta, protection againat thievery, etc. 

Some very interesting gift• have been received, includ· 
ing old coins , crocheted doiliea, ailver napkin rings, and 
a package from Juatice W. K. Marquardt, Golconda, Ill- He 
aenda a Japaneae medal conferred upon him, together with 
some Japan••• coina which he wishea to "go back to Japan 
with a meseage from the u.s.A.•. He also sends a Liberty 
half-dollar, 1836 , to be sold and used for defense. 
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Yemorandum for the Secretary. February 13, 1942. 

There is continued distrust of Hearst's cooperation 
with the Defense Bond campaign. One contributor says she 
is sending her check directly to the Treasury, as she then 
.feeb we will actually get it. Another tells of the loss 
of a couple's life savings through buying Hearst stock, 
but says they will now invest their savings in bombers, 
but not because Hearst s~ested it. lnother points to 
Hearst 's constant opposit1on to every outstanding policy 
or ac t of the Roosevelt Administration and says he should 
be interned, rather than given the opportunity for personal 
glorification. 

In January, 1940, we received 588 letters by reference 
from the White Bouse ; in January, 1941, 625 . During the 
peat January, 1942, we received and handled 1,047. 

(Spelling, in each ease, follows the original . ) 
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Cocments on Speeches 

:tooert E. Lee Gaven, Washin;:;ton, D. C. You are absolutely 
r i..,ht ln wen tin., payment on St• te and ~!unicipal Bonds . 
Th<l ure only an evasion . ~ore power to you : 

. " · Schaumburg! N. Y. C. *"<>I have been dealing in 
"~unicipal ~o~ds ' for 40 years , and durin that time sol~ 
~·c· ;ue.nt1t1eS to men ~nd worn~n in small and large un<t; . 

1 ·~ se .1:westor~ were concerned primarily 'Kith safety of 
"r1nctoal and •nterest. """To tax this form o: invest-
~ n~ atter years of freedoo from taxation, in the face of 
a coral and in the case 0: 1;ew York Ste.te a cont•actl:Jil 
•tl,tionship is e serious motter. Tnis in itself is had 
enou·h, but very much more im~ortant is that relstionship 
:e .1een the States and the reaeral Govern:nent. It is not 
~.uwcasonable to asswne the. t the desire to ~aise revenue 
-:q v;ell jeopardize the very existence o~ the states t hrough 
• ·' pow•r to tax to the point where it may des troy. Eear 
in mino that you, end our beloved Presl~ent , for whom I 
voted three times , will not always be in office to guard 
the interests of all the people . " " " Think len.:; and hard , 
~d<h the true value, and then remember that our form of 
~v·r~~cnt is regarded as the finest ln ~11 this world . 
Th~ t is ,•;hy VJe are a united Nation as never before . Cur 
~esldent and ~en like you have helped ~~ke it so, pleese 
.on' t '!'.•.ke a mistake now • 

.. J. Ketchem, Presiden;, Seeur:ty ~ank of rtich Eill , ~ich 
.. il:, L!o . I see that you f&dvoeate tuini: state e:tc munic­
i~al conds . ~ * * Those already issued h~ve been curchased 
l.. ~housands o~ citizens w:. th 1.he unders tandin,: that they 
~re t~x exemot as to ~rincical f&nc interest . T~e investor 
~.·s r•ecelved'l~ to 2tfon his money, ana the state ha7 ben~­
fitted thereby . Both ends of the barsain based ~n fatr ana 
~on•st dealin..:; . ~:ow you come alon and recorr.:nena that the 
e~rrlll }overnment "high- jack " thes~ same inv~s~ors out of 

.2.10 000 000 by an income tax on exlSting mun1c1pal bonds . 
"•· ~ •• •1e ' are su~portin" your campaitln to sell .>tamps end 

nels lo !lelp w1n the ~er . Now we ask you to do .your pa~t 
b•· conductio- your office in a way thal al~ A:nencan cltl­
:ens will r~~e confidence in you and your JUd~ment . 
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f . SueDM7ert. Stoota-BoDda, Seattle, Waah. The recent 
atattMnt orecut.a to 7011 to the et!ect ' that 7ou would 
be glad to lee Congreea strike all the ailver legislation 
ott tha book• be~au&e o! lhe oost to the Treaaur1• aure17 
must have been a .!aquotation, and I am writing you in 
the hope that if 7011 were misquoted you will tike immediate 
atepa to oorreot auoh aerloua misinformation. • • • Silver 
ia perforudng auoh a wonderful part in our defenae program 
to say nothing of its duties in our monetary system, that ' 
it deaervea encouraging praise instead of oriticiam. 

E. G. Krogar, Judge, District Court, Grand Island, Reb. 
Some month• ago I received a copy of your apeeeh before 
the Adver tising Club of Boston, entitled, ' The Fight 
igainat Inflation', and have read and reread the aaae. • • • 
You apparentq are of the opinion that the high coat of 
living reflected in the coat of food, clothing and shelter 
i s traceable entirely to the increased ooat of the raw 
product. ia a baaia for that aaaumption, I call your at­
tention to JOur suggestion that the inoreaae in the oost 
of a bag of flour could be prevented by importing more 
wheat from Canada or by releasing some of the reserve stock• 
on hand in tbia oountr7. • * * This , of course, h in line 
with New Deal thinking, which has convinced itself that 
labor and other costa have no effect upon the price to the 
consumer . • * • I realize that you have spent your entire 
life in an industrial section. Naturally 7011 are interested 
in high wage• and low food costa , and under those condition• 
it ia eu7 to onrlook the fact that high wagea are what 
cause high food coata, and that reducing or ll.!ting the 
price paid for the raw materials ia not going to have effect 
on the oost to the consumer. 

1. E. Weiler, iasessor, Township of Maplewood, Maplewood, 
B. J. The K. J. State League of lluniclpali ties in their 
Legialative Bulletin have asked that City Officials write 
their Senators and Congressmen opposing tha Bill to tax 
municipal bonda, because of.the increaaAd coat to the tax­
p&~er ln future municipal f1nancing. Unfortunately, I can­
not agree with the attitude of the League in tbia thought, 
but thia l etter moat not b~ construed to be the opinion of 
&11 the offioiala in thia Township. It ie written not in 
1117 official capacity, but from experience in that cap&clty. 
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Comments ~ Present Emergencz 

Xlngsl ey Ozumba Mbadiwe, Execut ive Secretary The African 
Students ' ~ssociation, N.Y.C. We, the Afric~ Students 
i n America, touched by your comprehensive broadcast on 
January 4 .~his year , " t o the people of the U. S. concern­
ing their job ahead , and moved by the deep and real 
concern for the issues which are being bitterly contested 
on far-flung battlefields , wish to inform you of their 
intentions to give a token· in tribute to the spirit of 
the peoples of the U. S. on behalf of our Mother country. 
* * .we hope , when the date of presentation has been 
f i xed, i t will be made convenient for you to receive this 
gif t i n person for the United States Government, now our 
Ally. 

Louise Wood, Indianapolis, Ind . We see that you are quoted 
as of the opinion that the national credit is as high as 
it hae ever been. We beg leave to take issue with that. 
* * • You are an intelligent man, and , what seems strangest 
to some of us watching, a man of honor, working there i n 
a perfect nest of perversion. * * * For to men of honor, 
the present Administration has been a disgrace to this 
land, supporting itself upon the weaknesses of men, dis­
regardful of that beautiful virtue which was still a 
repository for our ideals. We, the conservative co~~n 
people are impatient of many things . We are tired of 
fireside talk and do not believe wliat we are told. We 
should be glad in this tima of our count ry' a trouble to 
have l eaders whom we might honor, and whose judgment we 
might trust. Mr . Roosevelt has been improvident and ex­
perimental and now, because of· t he word ~ar• , we are to 
wai t with our questioning. • * * 
George K. Clark, President, Clark & Gibby, (Office Furniture) , 
N.Y.C. I want your advice as to what to do to secure P81-
ment o£ a very old bi ll which is owing to t his corporation 
by the U.S. Treasury, for office furni ture amounting to 
$1,242.26 (attended to by Miss Waia) Aug . 6, 1941: These 
gooib were delivered by us on Aug. 6th and the off1ce ~t 1270 
Sixth 1ve. says they can do nothing to help us, the b1ll 
having been o .K.' d by them months ago and sent to Washington. 
* • • ibat on earth can we do to collec:t tbi• money? We 
have written the u. s. Treasury in Washington time and again, 
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but get absolutely no satisfaction. Our last letter 
"" to Wr. Edward Berney, Wain Treasury BuUding Rooa 
2&t, Washington, D, C. , dated October lOth, and ; ewna 
unanswered. It does seem aa though there are enough 
Government employees to answer every communication of 
every kind . Meantime, we have borrowed f rom our bank 
at 6%. 

S. M. Evans , Shreveport, La, •Remember Pearl Harbo~•• 
I certainly do and will. I was in the A.E.F. in Wo~id 
War No . 1, and learned something about war. However 
about 12 years ago my •economic ahip• waa nearly sunk at 
Bogota, Colombia. * * *Well, Mr. Secretary, it looks 
like everybodl ' s ship gets repaired except mine. Even 
I have helped Colombia repair her economic ship by p~ 
higher prices for my coffee and mJ Government has hel~ed 
her too, by making new loans to Bogota. But my ship 1s 
still on i ta aide right at Bogota, Apparently, it has not 
had much effort applied t o upright i t . If you gentlemen 
ln Washington could help by getting Colombia to restore 
equitable service on our bonds, it would mobilize a good 
bit of money. 

J. A. Gordon, Chicago , Ill . The writer will confess at 
once that he finds himself all too frequently out of step 
with the policies pursued by the Administration. Criticism 
ls one of the media running towards successful operation 
of our Republic; but, if one indulges liberally in criti­
cism, it is only fair that be give credit when credit is 
due, and I want to lift my bat to you for two of the very 
sound positions which you have taken. The fi rst is cur­
tailment of non-defense expenditures to the end of lightening 
our tax burdens, and I am not going to elaborate on that . 
Your more recent advocacy of amending the silver legislation 
now upon the books strikes me as worthy of the highest co~ 
mendation . 

Alfred Roberta, Edgemere, L. I ., New York, tends a clipping 
from the New York Post, reprinting Treasury Dept . envelopes 
and releases which are received in duplicate, too late to 
be of service or are otherwise useless and a waste of paper . 
Mr . Rober ts h~pes that the Government will take steps to 
comply wi th its own request aa to the saving of paper of all 
aorta and lizea . 

Regraded Unclassified



- 6 -
1.97 

FaYorable Co-.enta iD ~ 

Wilton Kantor, Dayton, Ohio , I wiah to oo~liaent 10u 
upon the wonderful job that you are doing , and to wiah 
you continued auooeu , Through your wonderful work you 
have given me a chance to prove DJSel! aa one of the 
youngest patriots of today. * * * I am only a youngster 
of 14 , but I am getting ~ revenge on thoae Japa anyhow. 
is you know, newsboys are allowed to 1ell Defenae Stamps. 
I am speaking for all the newaboya of America and wiah to 
thank you for allowing us to sell a share in America. 
Up to date, I have sold 14,006 Defense Stupe, and they 
ara still going atrong. 

fred C. Saith, TheMIIAl, Calif. Regarding your letter 
about the purchasing of bondsi wia& to aay that after all, 
I am a faraer , and therefore am in no position to make 
future plana . * * *When we start selling our May corn, 
with good luck and the bleasing of the Lordi I will be in 
a position to buy some more . I assure you will buy with 
1111 last dollar. Last year , aa you are aware, I purchased 
$3,000 worth. * * * ~. Morgenthau, I just wanted you to 
understand what the farmer and hia family is doing (or 
should be doing) for the great cause, and your personal 
letter to me ia just about the biggest and finest thing 
that a great men like yourself coUld think of doing to a 
farmer . Under thia kind of leaderahip, GOD HiVE~RCY ON 
OUR ENElliES. 

C. H. Bund:f, Drexel, Mo. I aa writing on behalf of rq 
father- in- law, the Rev. H. J. . P!oat, an.d 1111•el!. We are 
on the mailing list of the Treasur, Dept. !or pro.otional 
material on behalf of U. S. Defense Bonds. In our cue, I 
this is a needless expense. We have bought Bonds with 
eveey dollar we .could scrape up, and ws will continue to do 
so ao long &! ther~ is need of our money. ~ father-in- law 
is nearly 80 yeare of age and I am a veteran of World War 
No. 1, olaaaified as totaily and permanently disabled. * * * 
We feel we are buying, not simply an inve1taent for what 
little money we have, but greater than all, we are sharing 
in the task of maintaining freedoa. We each have an income 
of about •eo per aonth, yet eaoh of ue haa purchased .1, 400 
worth of Bonds and we will continue to add to this amount 
u IIUoh u we ~an. Please take our nun • off the ~i~ • 
liat and uee thia aone1 to send •preaenta to our frien • , 
the Japenue and the Germans · 
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Ulltnorabh Co-Dta Oil Bolllll --

F • .A.. Hewitt, Hoover & Diu; Inaunuoe Comp&DJ Pi ttaburgh 
Pa. We held a aeeti111 of all our aplo7eu on' »ow7 ' 
FebruaJ7 2Dd , for the purr.•• of urglllg thea to parti~ipate 
in our aalar7 allotaent p an tor the purohau ot Defense 
Sn:iJJga Bollll1 . We think we did a. prett7 good Job for 
Uncle Sa.m, but Mrs . Roo1evelt ' a a.otion aa deaoribecl. in the 
attached clipping ha.a offset much of our effort. (Marri• 
Chane;y ator;y.) .b an emplo;yer, I wonder how lllll¥ other a 
he.d thia called to their attention b;y their emplo7ee•? 

Char lea H. Roloson, Jr. , ChairMD, Mar7land Defense SarlD&a 
Committee , Baltlaore , Md. foda7'1 newa of the Senate ap­
proval of a Bill granting pendona of approxiutely $760 
to 2,276 o1T1liana who worked on the Pan&llll. Cana.l oonatruo­
tion proiect 28 yeara ago, or to their widow1, ha.a crea.tecl. 
such a atora of protest that I am confident it will aerioual7 
retard the future sale of Detenae Boncl.a, which at the .aaent 
is gal~ much IIOMntwa in thla atate. I llll aure you will 
agree that dissipating funda in auch a manner at this ti .. 
llllkes it self-evident that either there ie no need to raiae 
large awas for the pro1ecution of the war, or that the 
financ es of the nation are i.n inco~~petent banda. It thia 
or similar legislation becoaes law, I feel very definitel7 
that the uaefulnen of your preaent Maryland Defense Sav:iJJga 
Committee will be at an end. 

R. C. Stein, Office Manager, Ex-Cell-O Corporation, Detroit, 
Wioh. We hear conaiderable comment from emplo1••• in our 
organization relatin to difficulty they have ln securing 
refund on U. s. Defenu Bonds. Theae co~~plainta ha.n been 
placed before the local Federal ReaarYe Bini, who advise us that 
they are •rel;y adhering to instructions given thea. * * * ' 
We have found that quite a few peraona have placed all of 
their aavinga in these Defense Bonda, thus making it nscea-
sary that tneJ recl.eea at least a portion of tbair Bonde for 
the purpose of ulcing incoaa tax p&Tilenta. The difficulty 
and inconvenience cauaed thea does not in ID1 way help the 
fur ther 1ale of Bondi in an;y organization, and it ia hoped 
that there might be 10 .. aethod availabla to thole desiring to 
redeem Bonde other than the present requirem~nta. (Outlinea 
procedure and dltficult;y of working IWl's taking time to follow.) 
* * • Thi1 condition h&a, unquestionablJ, been previously 
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brought to {our attentiont but ia onlr btoauae it ia 
our dedl'e o utellll our Iul.l ooopel'&\lon to the PaJ-
roll Deduction Plan, fop the purobaee of Dtfenae Bonia 
that we aak fOUP adTioe in oonneotion with thia .. ttel'' 
and if thel'e ia contemplated aome furthel' method whe!'e~ 
by the pl'eaent aerloua inconvenience aight be eliainated. 

John D. Willi au, New O!'lean•, La. Thia lettn 1£ addl'eued 
to you to expre1a 111 opinion of what I conaldel' to be the 
biggeat groaa alarepreaentation ever put before the iaerican 
public. I refel' to th& aale of Defense Bonda and Stampa 
aa far aa the advertising to the people that theil' mone7' 
can be had when needed, a!tel' a Bond ia aixty-daya old. 
In !lonmber of 1941, I purchased ten $25 Bolllla fr011 ., 
banlc. • • • On the 28th of Januar7 1942, I was in dead 
need of some immediate cub and tl'ied to caah, at ., bank, 
S ot 111 Bonds. I was advised that neither the bank, Fed­
eral Reae~e or Post Office had the authority to cash these 
Bonds, and that it would be necessary fol' the Bonda to be 
sent to Atlanta. • • • It baa now been 10 daya aince I sur­
rendered these Bonds, and today waa advised by ~ bank that 
the Bonds had been forwarded from Atlanta to Washington, and 
that this was the usual procedure. • • • In ~ belief, the 
facta l'egarding the redeeming of theae Bonde have been mis­
stated, intentional or unintentional. In view of the way 
these matters are to be handled, I am adviaing membera of 
~ family to atop their purchase of Stampa or Bonda and 
place their aavinga where the7 will be aore acceaaible in 
tiae of need . 

Elizabeth Sheple7 Sergeant, The Parkalde, N.Y.C. Every f ew 
weeka I !'eceive a letter fl'oA you, and usually threet aent 
to various addl'eaaea used in bllfi.ng SaviJl&l Bond a . ou urge 
me to bllf regularlf. I have done ao aonthlJ aince laat 
sprlng, out of funds reaernd for olA age anO. illneu, and 
gladlY too. I aa a stl'ong New Dealer, and intend to keep 
on bllfing, in the measure of mf powers . For this ver7 rca­
son I cannot help being irritated by tbia perpetual circula­
tion which is so costly and ao unn~ceaaary for those who are 
convinced and 10 badly organized that you write to the 
•~ pera~n in three places, the aame month. • • • I am a 
writer and interested in the paychological implications and 
reaulta of propaganda, and I figure t&at if I, with Df.ltl'ong 
BJmpatbiea am il'ritated, rather than apurred, b7 Jour Lit­
erature• there 1s something wrong with the method emplo7ed. 
Pardon thia observation, which ia intended to help, not to 
diacourage fOur effort. 
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Leon P. BroWD, St. Peterabvg, Fla. When a nn iu118 
of TrtUUJ7 lotu or Bonda t.rl to be aola I ahould llll:e 
to be notified. It fOU can't not1t7 ae of •uch, I oer­
talnl7 eblll ~ P&J &DJ attention to Dtfenee iaaue1 • 

John Barnab7l Santa llonioa, Calif. l ocuatomtd aa we ue 
to the inetf oieno7 of our Federal ~Tel'DIIent and to the 
utter waate reaulting from lack of planning•: aome ite.a 
bring thie waete sharply to our attention. Thie mor~ 
broU~ht a letter (eigned b7 •E. W. Sloan• ), and a lot o? 
circular atter, intended to etimulate the b111ill.v. of 
Defense Bonds. But I have just purchaaed 11 - $~5 Benda 
and alreadf have others . Ia it poaaible that our Treaaurr 
Dept. (a financial institution) doea not know, from da7-to­
dq, who bur• Detenae Benda? It the lo7altr of our people 
waa in direct ratio to the efficient ~~~nagement of our 
Federal Governaent, God help lmerica~ 

L. C. Laraen, President, Chamber of Commerce, La Junta, 
Colorado . * * • La Junta has done pretty well on the pur­
chaae of Stamps and Bonds . During the month of January 
we purchased $54,125 in Series E; $4,150 Seriea F; $12,000 
Serlea G, or a total of $70, 215 plua $3,100 in atampa -­
which 1a not b&d for a town of 7, 040 population. We won't 
be able to maintain that pace, becauae people are talking. 
They' re talking about one of theae nine-million-dollar 
duplications juat 60 miles awa7. Through the atrenuous 
efforta of high preaeure lobbyiate , arrangements have been 
aade to build a nine-million-dollar tactical aviation baae 
5 llilea eut of the citJ of Pueblo. • * • Thla airport will 
lie tin llilea from the hU~e Pueblo llllllicipal airport; 15 
minutea flight froa Colorado Springe airport; 25 minutes 
f roa three airports in Denver and 24 minutea from the re­
centl7 completed airport in La Junta. The Federal Govern­
ment hae juat spent some $200,000 conetructing and pre­
paring the La Junta airport for an 1rlq ba... lfow the7 
move juet 40 eir miles away and do it again. * * *We are 
juat an average American community. What happens here , 
evidently ia happening at various other points in t~e 
country. We have no axe to grind, we have a good a1rport, 
and we got it before the bombing of Peerl Harbor . If 
Colorado ia the eite for a tactical baae, there are six 
fielde ready for it, that would eave time and mDDeJ· Could 
it be th&t our politiciane are trrl.ng to capitalize froa a 
na tiona! emergency? 
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Rudolph F ~;;:ert BuiMaa kat1 Leather Worker•' 
Union of b .t. 011' 'Dla Ml 'bea tr)'iq ta 
han tha lloeuh ilnlag Co. hera 1a Gnanh, a eil'bal,U~ 
o£ th• Bl"lltlll SlMoe JollpUII ol St. lAllie, MD. to lat'C&ll 
the paJ allotuat plan for the puroba .. of beta•• Bonde, 
For the put IIYII'i.l •nthl the OOIIP'Jil bae done nothing 
but gin nali.,. aJI.IlJin, and u Jet, no 171t .. of aDJ 
kind hu been put into praotioe. The CO!IpaDJ refuau to 
! 17 the laerican Flag, eTen after our union offered to 
pUI"ohue a pole and a Flag for the co,..,. With a 
com~ of thla kind, it ia cli!ficult o put into praetiee 
&DJ of the IUliJ Mthoda of Defenae Bond purchaaea. • • • 
The workel"l wiah to purchau Bonda throuch the pa7 allot­
aent plan, but there is no cooperation on the part of the 
eompt.DJ. 
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Ruaaell D. D~o•u, aeral ~ounael, Independent Petrolewa 
!aan. of America, Waahlngton, D. c. • • • Your Cleveland 
apeech ha• oreated muoh unea•ine•• a.ong producer• of 
petroleum who have felt that their full attention ahould 
be given to meetiDg the demand tor thia vitally neceaaary 
raw material. ilreadf beaet bf many perplexing problema, ~ 
they recogni&e in your propoaa a auggeation wliich a1 ht 
i f accepted by Congress, lead to their deatruction. ~o.ing 
at a tima when we are all filled with a 1pirit of patriotic 
aaerifiee and a willingnea• to provide the largest poaaible 
revenue in 1upport of the war, auch a reco .. endation fro• 
so high a GonrllJiental official u.ku un, tear that TOur 
propoaal might have disproportionate weight. The producer• 
of crude petroleum feel that their dutT at the present time 
ia to It&T with their own L~~flema and their own taaka, 
rather than to come to Wa1 ton to make clear tc Congrea• 
their situation in regard to hie question upon which Con­
greaa baa ao often pa11ed during recent year• . • • • Your 
statement oo.ntain.e no new revelation~ . Sillile.r statements 
have been made by you or representatives of the Department 
from time to time. In other word•, thia ia no newlf die­
covered situation. You have presented fully and ab y to 
the Congre11 of the United Statea for ita infoMaation and 
guidance all of the facta available to your verT efficient 
department of government. * * * The Co~ra1a haa been re­
aponahe tc your wiahu and baa carefullJ' atudied your sug­
gestions. Special co-l.ttee• u well u the regular tu 
committees have reviewed your proposal• with that degree of 
deference due to auch an important diviaion of government 
aa the TrealurJ Depart.ant. Much time baa been given thla 
aubject bT both branches of Congre11. * * * The percentage 
11etflod of reckoning thia allowance hu been agreed to u 
the beat practical method. The reports of the Joint Co~ 
mittee on Internal Revenue Taxation, Part 2, of Volume 1, 
division of investigation, indicate• that percentage deple­
tion in the oil and gaa induatriea baa proven aatiafactory 
to the Government and baa afforded a deduction that very 
closely approximate• that formerly allowed under the valu-
ation method. The ratios allowed the varioua ln!u!t:lea 
affected were determined aa fair and equitable. Kay 
we expreaa to you the hope that in thl• critical peridd ~: 
may not be called upon to divert our efforts from pro uc on 
•••ential to the war effort to again defend a policT which 

• 81 fair and equl table. aucce1aive Congrelaea have approvea 
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Cbarlta J. Jobutoa, -a..k, ... tort. I oa t.k'• t1to 
llbort, ot ....,,,lliR roa ~ t1t1 ... uoa et '•• 
tu .. or tU ftlae el ll~-~~ ... ..W tva11W 
to ,..,_. -.lee~ lit' a ~tal, ul n•lU.. • lutU•· 
tloa po .... - tlall .-.u-., I'K r-.tb. 11 lift • w ta. 
Colloot. of IU-.I ., .. fit .... J)l•vlot •• Ia 
twa, akll Jab lollaba .... ~ .... laibla.J. .... 
• • • 11 tar u I ... uo..W.. Wf .... t htld-. 1aao 11ea. •4• bJ Dllvllt c.u .. -. .._,. t1to •a••• .nu a,... to 
be •uotlJ tU .... 0111 Dlnrl" a,.. .. u, will au .. 
Gll'Wia .. .,. •• at Jao1111tala, .. ll Ill aootora, opentbtc 
rooa aupenl101'1 uil llalwaa ......,.,, to fUe a l'ltlll'll 
ba11a oa aala17 .W, uolul'fl of .at ...... ftlu '111-
aauae 1 t 11 · nltl that, 111 \Mlr lUll t1tq aro ... lw.a 
to 'be oa 16-Jaov a lq at, ..a, ~efOI'o, tllalr Uq 
q'lllll'tln Ull .ala aro p~ u a ...-! ... to ~ ~. 
hotllll' Dllvllt wU1 Siallt • Wa ..Utnnta ftlu htirc 
iaolalet 1a taa\lo Ia 11 • • •! ~-.., nea\, U. ..U ._ 
tbat a nlJai alanla h _.. 1a ~. 10 t1tat all .... , 
1a tbl .. MteaorJ' wollli rHoln t1tl .._ v.-.t 1a et~n 
CollHUoa Dbtrlet~ 

l&IIN B. Cia:_~ laYII'-t Soov1UII, J.t.C. loa I•:UpW 
to , .. tllo a ,.. an tMtwc 1a relaUn to tU tuaUia 
of at.te ... .-lol1)a]. ~·· Oar flra ua """It Wa tno of 'boau tu a ~'t .., ~· ecmrll!l _., ot t.laa atatoa 
ln tbo Ualoa. "lb1b tUn lllalat 'be a fn 1a 1d111Ja tu ta 
•ull[ltloa akea alllla boala aaioable whea otllemaa tllq 
would not be aaleablo, u l11l tllat tha 111141 of tile Gtnn• 
unt tu outnlp tale allpt aaYiq_ia lllt.nat to tilt ~·· 
Thh 11 tbo tllll to pr111 till• Ill~ U.Ortut att•• irJalu 
baa betD. ltliJod tor..., Jllll'l, Ul I wlu JOU ...... Ia 
JOIII' eftorta. 
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Frank J. iell, Jr . , R. D. 1, PhoenixYille, ~. • • • Some 
ot the things 'llhich the lllternal Rlnnue Dlpartaea.t do are 
aggraYatiag and aeea ab1olutel7 aea.1eleea to the aYerage 
taxp.,er who ia trying to be fair aa.d hoa.eat in his atate­
ment ot inooae . For ia.ataa.ce t Ill 1941 we were all urged 
to buy Tax lntioipation Warranta aa.d aloa.g with the reet 
of the gullible public, I purchaaed a!.oat enough Tax 
Anticipation Warrants to p11 DJ taxea tor the 7ear 1941. 
It haa been DJ practice in the put to PIT .y full incoJM 
taxes for tha 7eer on March lat. Now I am informed b7 the 
Internal ReYenue Department that it I attempt to do this, 
I will only be allowed the Yalue of auch Tax Anticipation 
Notes which exist• at the time I turn thea into the Govern­
ment, so that to get the •light adYantage which the7 hold, 
I mat make DJ payaentl in the tour inatall.Mnta end cannot 
turilin the Warranta tor full ruue on llarch lat. rua 
aeema a ••naele1a proceedia.g to me aa I want to liquidate 
111 indebtedneu to the Gonrnaent on Warch 1st, but. I a.a 
prevented in doing so by a ruling which appears not to be 
based on common aenae or good business. * * * If this letter 
cannot be answered without an alibi, please don't answer it. 
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Comments on Eoono~ (Donald Duck Issue) 

).!rs . !!ary T. Leland, N.Y.c. I reaci. in thh morning's 
paper that you claimed "full responsibility• for the 
Donald Duck short, and that it was "the beat investment 
the Treasury has made". If it takes $80,000 worth of 
such rot aa that to get us in the spirit to pay oUr taxes 
or whatever the purpose of it may be , I aay that we are ' 
an all out nation of morons. WhAt a laugh Hitler must get 
if his agents here report to him the antics goinf on in 
1\ashington ~ Enough to cheer him up for hie Ruas an setback. 

A. Van Blarcum, Brooklyn, N.Y. I don't think any of us so 
dam dum that we need to spend 80,000 of the tax payars 
~Dney to show us how to make out our income tax . Let Walt 
Diany do his bit by giving the picture to the Government, 
if he thinks it is so worth while. I know many cheaper 
ways to learn how to make out an income tax. 

B. B. James , Washington, D. C. In the Washington Star 
appeared a partial copy of the Donald Duck film, a section 
which shows Disney ' s character as having the American flag 
across the cornea of either eye. Without discussing for a 
moment the authority resident in any one in the Government 
to make a business-trade of the flag with an amusement con­
cern, or in any way to offend the sense of dignity in which 
their emblem is held by the people. I am sure that I ex­
press the sense of many in deploring this as a misuse of 
the "colors" under which our sons are fighting . The general 
effect cannot be otherwise than unfortunate, even apart from 
the attitude of flippancy in respect to the matter of.~r, 
which accounts for the general denunciation of a speciflc 
instance in relation to the Office of Civilian Defense. 

J . G. Butler Minister Summerfield Methodist Church, New 
Haven, Conne~ticut . The other day I ~ad the oppo~tunity . of 
witnessing a ca.rtoon by Walt Disney, Donald Duck and hu 
income tax . The first part was clean, funny , and good . 
It go t its point across . But unfortunately, ~he film de­
generated to a plane of unadulterate~ hate , w1th raucous 
voice and beastlal figures representlng Japanese and Germans . 
I wish you would use your influence to see that such venom 
does not become part of the program of the Treasury Dept. 
in its efforts to get people to buy Defense Bonds . 
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June Hoffmann, Universit,y of Connecticut Storrs Conn 
This past week- end I wi tnessed a picture' "Donald Duck; 
made by Walt Disney and obviously sponno~cd by the Trea;ury 
Department. While I think the basic idea of using the 
Disney characters is unique and commendable , I do not 
think that our Gover nment should participate i n this t ype 
of ha te-producing propaganda . In particular, the portrayal 
of German and Japanese men as beasts , the fiery scenes of 
destruction, and the snarli ng voice of the commentator will 
not arouse the kind of emotions which will seek a just and 
durable peace when this war is ended. In short this 
picture is not worthy of our Government. ' 

David Ehrlich, Brooklyn, N.Y. In this year of higher in­
come taxation, the seasonal complaint of the taxpayer has 
become even more prevalent than in previous periods - ­
especially with entire new bracketa of income taxpayers 
betng compelled to file . I believe, and apparently the 
Treasury Dept . concurs (if the Disney cartoon and the like 
are the criteria) , that the pill could be sugar-coated 
very easily. " "" It is too abstract a conception to indi ­
cate the governmental services per "the retur•n on the in­
vestment ". Hence , I suggest that when a taxpayer peys his 
income tax , some sor t o£ i nsignia, not necessarily expensive 
in form, be given to him. A miniature bomber or tank with 
the inscription: "I paid my income tax today" -- would seem 
to be adequa t e . 

W. M. Randol , Baltimore, Yd . I noticed in the press of 
yesterday a statement from you that the Donald Duck short 
was "the best investment the Treasury has made~, and that 
you took full responsibility for it. If this lS a good 
investment for the peoples' savlnP.s, the Lord help us . 
Evidently vou are of the opinion that the people are so 
"damn dumb~ in the words of Harry Hopkins that they can 
be cajoled into buying. Defense Bonds by such !asteful and 
useless ways . From the wave of resentment st1rred up by 
these O.C. D. pro j ects, it looks very much as. if they would 
act as a boomerang and that the general pubhc will be 
hesi tant to put their money into Bonds and have the pro­
ceeds squandered so reckl essly. 
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.Ano111110u• - St. Louis, Wo. ea Sir Bou waa going 
to bUT a Defense Bond the o r day, but' when I read that 
(OCD clipiing), I bought ~·· some augar instead. That 
kind of p 17lng personal favor ama haa weakened the 
morale and the interest of halt e populati n and ia 
filtering into the minds and the morale o! o ':fighting 
men who get leee than $500 a year. 

Peter H. McCarthy, Dubuque, Iowa. I think that it ia a 
erTing ahaae the ny the labor racketeera and payroll 
racketeer• are allowea to loot the U. S, TreaaurT and at 
the 111111 tlu, the people of thia countrT are raking and 
toraping eTerT oent thaT can to bUT De!enae Bonda in order 
that Mra . Eleanor Rooaevelt may pay her actor friend, 
MelyYD, a salary of $8 000 per annum· her dancer friend, 
Miaa Chaney, and her ailedged YOUD8 6om:unist friend, Joe 
Lu h, no doubt a laney aalar7 too - and at the aa• tiae, 
as rr the preaa, this work ia fully oovered. * • ~ If 
tha Waahington crowd wante to be p~trlotic, the7 ahould 
t ake a out right now of at least 6~ in aalarJ, and then 
the7 are overpaid. 

lrohie ~ Edwarda, Santa Barbara, Calif. I ehould like to 
auggeat that While you are requeating all of ua to bUT 
De!enae Bonds that you alao do nerTthing in Tour power 
to preTent thia money being throwna:d'z OT auch tblnfa aa 
the •rlo1J11ent of lldTJD Douglu, peoph of hla lk, 
in uae eaa and unnecees&rT jobs at fat salaries. 

Edith i . Cooke, Brooklyn, B. !. i !ew daT• ago I receiTed 
a circular from your Dept. with request to bUT Defense Bonds. 
• • • I am a retired teacher, living on a peneion, and full7 
expected to bUT Defense Bonds, but since appointments can be 
1111de oat·rying ~1 th thtm a~luies c! ~r~ tll-'1 t-',000 to 
teach children dancing, I do not feel the Government ia 1n 
need of the amall amount I could give. Children are taught 
danoing have g~ea and calisthenics ot all kinde, and 
teaoher~ are aphJ!kted for such recreation• by the Board of 
Education. I t the appointment ot Kr. Douglas and Mia• 
Chaney have dona more to hurt the selling ol Defan•e Bonda 
than an,thlng else. 
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o. Z. Gudner, Loa ~elea, Calif. Wb.t. t 1a the matter 
with the Govtl'lllllent at Washington? I ,. 69 and in all 
mf lite I never saw thing• so perfectly topey-tvrTV 
Some nine Of ten kindred spirits have been buying b~fense 
Bonds , something over 10,000 among us and our dollars 
do not come too easy, but there ia hot rebellion in the 
ranks. They can't understand why t he Government hires 
dancing girls at $4, 600. ~. some commentator and our 
leading newapapera say that ia twice the salary tha+~ 
Colin Kelly was getting, and how much will hie wite get 
now? Then hire a movie actor for uaeleaa taaka for $8 ,000. 
Wh7, that's aa much as General McArthur geta for risking 
his life . * * * Then hire a .u Landia at $10,000 to e~~e 
in work he has never had any experience in and knowa nothing 
about . lnd it ia claimed all of theae are Communists or 
near such. Well, our crowd will bU¥ no more Bonds &nd will 
get the money on those they heve just as aoon aa the 60 
d.ays are up, and can you blame them? It their money is to 
go to enable proteges of higher-ups to fet on the payrolls 
at enormous salaries , well, no more of t. ind everyone I 
hear, talks the same way. 

Charles N. Smith, Brooklyn, N,W. I believe all Americans 
are willing to help and sacrifice to win the war, but what 
are our officiala and elected officers doing, especially 
that terrible woman, Eleanor. Congress votes itself a 
pension, bureaus are created with a vast arm1 of workers, 
so that there are more workers in Washington than there 
are men in the lrmf & Navy. Eleanor appointe a dancer and 
a movie actor; her shocking behavior at tbe Olea investiga­
tion &nd other places -- she is a disgrace to the Country. 
Tell me, what good is the purchase ?f Stamps and Bonds when 
the money will be spent for ell kinds of crack-pot schemes, 

ilice M. Van Dluaey, Rochester, N.Y. ***Since yesterday, 
we have decided that until you people down in Washington 
decide that we are at ftLI' (and wars are not won by dancing 
masters}, and put a stop to aome of this nonsense , and t o 
our Royal Family scattering our money, like a farmer fe?d­
ing his chickens we are bU¥ing no more Bonds. And don t 
let us hear anythlng more about a "wi tb1lolding ~ax", ei t.her • 
You had better do a little "withholding where 1t will do 
the most good, This is not merely "letting off steam• - we 
mean it. No !!!!!!:! Bonds until you show some common sense . 
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E. E. Johnson1 Sea Island, Georgia . • • • This is written 
at the request of a group of Southern gentlemen who are 
com~etent to give ycu e fair crosa-section of opinion. 
In this group are three bankers, two retired justices of 
st&te oour ta , several prominent lawyers and h&lf a dozen 
outstanding figures in the cotton industry. First, there 
is a strong feeling of resentment against the Congress 
which ia retarding investment in Defense Bonds. Take ~ 
OMn case: I have already invested soma thousands of 
dollars in these Bonds , and had in mind going still further 
for patriotic reasons . But when it became glaringly ap­
parent thet a servile Congress was betraying the country 
Ulto the hand:s of rapaciou:s pressure groups and ruthless 
l abor brigands, I changed ~ mind. Some of the pernicious 
activities of wrs . Roosevelt contributed to the change . 
The resentment against Mrs. Roosevelt relates to her per­
sistent lnfiltration of fan dancers, Hollywood actors , and 
a choice specimen or two of her Communlst proteges. • * • 
Thls performance is too strong a dose for some of the people 
of the South, at least . Our group, to a man, vowed to in­
vest not another dollar in Defense Bonds until and unless 
these parasites are kicked out of the OCD. In deference 
to the President, this condition does not apply to Mrs . 
Roosevelt, though the opinion was voiced that her withdrawal 
from the OCD would doubtless make for ita efficiency. These, 
~ dear air , are but a few of the causes for resentment that 
is making itself so manifes t , not only down here, but pretty 
much all over the country. * • • In common with all the 
decent people of the land, we want to giTe every penny to 
the winninf of the war, but we also want to be convinced that 
we are put ing our .oney in a sacred cause that is unreservedly 
backed by every man and woman in the lend - not excluding those 
in the halls of Congress and the White House. 

L. H. Tbibauer, Wiami , Fla. For more than 40 years I was a 
constant smoker . This year I gave up smoking to be able to 
save muney to buy Defense Stamps . As, at 62, I am reduced 
to odd jobs to earn my living, I have so far been able to 
get on~y one $18. 75 Bond. But I want you to know, Yr. Morgen­
thau, that I did not make my sacrifice to provide Government 
funds to pay salaries to dancers or to movie actors who earn 
more in one year than I have in my whole lite. 
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.iUlonymous Postal Card from N.Y.C. - NO }()RE DEFE!ISE BONDS 
Oli ST.LUPS UNTIL "EWliOR" QUITS : 

~iss Mona E. Palmer, Oakland, Calif . It would be a lot 
easier for our Government to raise money if we who are 
paying knew the money was going into bombs instead of 
Congressmen' s pensions and Mrs . Roosevelt's f r iends for 
morale boosting. In fact , if our bombs are successful, 
that will be the best morale booster we coulo have, and 
best Bond money seducer possible . Donald Duck and his 
$80,000 wouldn 1 t be necessa.ry. There is going to be a 
limit to what the people will stand to some of this lavish 
extravagance of tax reoney. Why not be more careful with 
what money the Government gets, and then it woulon't have 
to create additional dissatisfaction by trying to get so 
~ch more money? 
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eo ... nta ~ flono![ (CoDireaaional Penaiona) 

Ano111110UI - Phile.delphie., Pe.,. •united States Se:rings Bonde 
are the quiokeat wa;y in whlc:h ;you can both urn ;your 
country and oonserva ;your ee.rnings. To meet the needa of 
all our people' the Government now offers three kinds of 
Savings Bondsz - .lND TO PlY PENSIONS TO TRAITORS~ 

Wrs. Grace E. Marsh, Johnson Cit;y, N.Y. I recently re­
ceived a letter with circular& on Defense Bonds, and ask-
ing that the order ble.nk enclosed be filled in and r·eturned, 
You will find that I have alreadf bought several hundred 
dollars worth of these Defe.nae Bonds; I adal.t u a financial 
investaent, the;y are to be rec:ommended, I have a friend 
at Pearl Harbor, and may I state right here that h~ writes 
that he feels he waa luc:ky to coae out of it alive, • • • 
Wanting to do the beat I could with this boy in aind, I 
bought and bought, however, so pleaie disc:ontinue aending 
me litere.ture, letters, etc: ., regarding Defense Bonds , and 
send it alli tone of it, to the politioiana living on the 
fat of the e.nd. • • • While we were buying Bonds to help 
keep our Democracy, hearing it over the air waves night 
e.tter night, how the Government needed our dollars, that 
at the san. time these politic:ians sneak a rider on a Bill, 
place it on the President's desk, and with no lose of time, 
it ie signed. There have been many, many Bills put on that 
saae deak which have lain there tor days, and no doubt weeks1 
the rapidity with which this Bill was signed has shocked 
the country, to say nothing of what the reaction to the 
pension clauee haa done . 

Colonel c. BrowninY. Smith, (Retired), Greenvil l e, S.C. 
It is unfortunate that the Congress should thougbtlessl7 
have passed a penaion law for theaael vea. This heedless 
act on their part cannot belf but deepen in the ainda of 
millions of the public a cynicism and distrust of our rep­
reaentat!n fcrm of Government, and thereby pla;y directly 
into ths banda of lxia propagandists . • * * This episode, 
small e.s it may e.ppear , is tragic and may have far reaching 
consequenoes that the sponsors of the law little dreamed of , 

J . J. Wieaende.uger, Salina, Kansas. Can ;you ex~le.in to me 
•h¥ men who have been elected to me.ke laws fo~ be wholc

1 
? 

R!ople should pe.ss specie.l favor laws e.nd penaio~e~t vea 
WbJ do the dil}J--dall7 around and go right en b up ng 
the countJ financially, e.nd then pua a apeoie.l favor law 
for theutlna? 
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I. a. Bjeraata4, ~uth, MlDD. (lnoloaea Clipplnt -
' The Senate' • Shute ) • Thia louq plan na put forth · 
under cover ot war t!odaa, 10 relat1vel7 !ew peopie 
knew about it1 but th1a e4itorial oertalnl7 expreaaea 
the opinion or ev•l'1 lo71l lmer1oan. The aale of Defenae 
Bonde depen4a on faith in thia gr eat land, and faith in 
those who rule it . 1 few more auoh iota will oertainlr 
greatl7 weaken that faith at a Tt1'7 orltloal .oaent. lt 
the Senator• want to retire in comfort, wh7 don't the7 
pan the lottel'1 bill, then bur a ticket an4 take the ..... 
chance u the reat ot ue . 

• 
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GENERAL Co~enta ~ Economw 

Mrs . Anna Jones Wooten, Kinston, N.C. When I received 
the money for rent from a building I own (~ only income) 
I bought a Defense Bond this month, and had planned to 
buy one each month, as I was able . But now I don 't know 
whether I really would be aiding in Defense, or whether 
I would ~e helping to pay the salaries of actors and dancers 
and pens1ona for the Congressmen, all of whom have, and 
contlnue to receive, much more than I do, and I have de­
pendents too . The antics of Congress and the Powers That Be 
at Washington are certainly not conducive to bolstering 
C!Orale . 

Dr. J . E. W. Wallin, Newp~rt , Delaware. The 100,000,000 
who have received no pay 1ncreases, or only nominal ones, 
prdtes t against all unholy Profiteering Squandermania 
which will bankrupt the Government . 

Anonymous - Boulder , Colorado . I am urged to write you in 
effect to your recent statement concerning the lact of 
support by the public in contributing to the sale of Defense 
Bonds , saying that, "We have very, very far to go" . Hear­
ing a great deal of sentiment, freely expressed, it i s 
eRsy to understand WQy the existing condition . For in­
stance, the appeal for unity and playing politics by the 
appellant; appointing movie stars that have no s ense of 
realities, at high salaries . * * * Practically going down 
on the knees , appealing to John L~wis to be a good.~erican . 
o • * The appoint~ent of Dean Lanais to a high pos1t1on, 
who found the prosecuting witnesses in the Harry Bridges 
case to be liars . Etc ., etc . 

Henry Phillips Syracuse N. Y. It the Treasury's need of 
cash is so very great, l~t me inquire as to why t~e President 
and Congress do not get busy and decrease the ordunary run­
nin~ expense of the Government . So far as I am able to 
not1ce , there appears to be very little interest in that , 
subject, with the exception of your own and Senator Byrd s 
suggestions . Six months of debate was required in Congress 
to ge t even a price control bill in operation. ~ * * Our 
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citizens are baing accua~d of failing to appreciate the 
seriouaneaa of the war a1tuation, On the other bend 
citizens might 117 that there ia not altogether cle.; 
eYidence that the Aam!nlstration itself knows what it ia 
all about . 

H. Tyler1 Boston, Mesa , More people would invest in 
Defense uonds "it squandering had not been~evalent 
in the last 8 rears . llen who have l:ec:. fl<fl'lrtng from 40 
to 50 rears , end put a.n7 a little moner in the savings 
banks, to live on the interest in their advanced rears, 
ca.nno t put monq in Bonds which pq no inco11111 . 

Peter H. lllcCarthJ, Dubuque , Ion. I u just 100% behind 
Congressman Wigglesworth of Mass . in that •NOT 1 BUCI FOR 
OON1LD DUCIC• , end I a.m just 100% opposed to rour logic in 
getting everT cent that rou ca.n scrape together f rom the 
back-broken and down- trodden taxpa.Jera, onl7 to have the 
mone7 from the Defenae Bonds squandered on Donald Duck; 
Jtiaa Chaney, lira . Roosevelt' a da.ncer f riend; MelV)'D Douglas' 
$8,000 aalarr; a.nd Wr . Joseph Lash, lira . Roosevelt's roung 
communist-leaning friend . Now if all this Defense Bond 
money is squandered on such bunk as this , then wh1 should 
we buy any Bonds until the a.uthorities at Washington wake 
up to the way the money is being squandered. 

JohnS, Clough, Liabon, N. H. Don't expect me to pey aDf 
income taxea -- not while those two sleepy-heads re~ponsible 
!or the death of S,OOO a.t Pearl Harbor are drawing $6,000 
per rear pension. Never mind a.nswering this as I fully 
realize that the two or three hundred stenographers in 
Washington are ao DOry busy defending our countrr at $1 ,460, 
a.nd Up per 7ea.r, JOU knOW whet the damn fool soldier, 
serving whether he likes it or not , gets? 

George Gernr , Kiowa, Kansas. Wh)' should I continue to bur 
Defense Stamps when part of the moner goes to par sala.riea 
of dancers actor& and other us eless persona? Mrs. Roosevelt 
is not as ~ell liked out here as she formally was. 
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)lr . F. c . Pratlq, llcuar !lotel, Chioaco, lll. Yo~eopla 
keep on tell!Dg ua to bar ~ St~~'t and keep on 4ni -
for WII1T? The lllore •• heu of 70ur a•hiJa&ton, and 
grafftliera, the 110re •• wonder ~ To-r-the-Cork - 0oc1 an 
are we duah that we cannot gat IUoh joba; that ia, eeliing ' 
contracts to the 111.11ufaoturer• and draw down the graft of 
l Q%. WhT 11 it that auoh ia allowed? What are 70u •n on 
the ~oll for? * * * It 70u onl7 knew how people are 
talk - and than the Congre•••en pa11 a penaion Bill that 
l et a out all the Lame Duck• on a pan•ion. 

Dlright D. n.ball, Conaulting Engineer, N.Y.C. Can it be 
that our official• in Waebl!ftcn, including our Senatora 
and Congree••n ue ao bl to the rapicll{ 11o0unting and 
widespread feeltni• of reeent.ent, indlgnat on, cli11eneion 
and dhun1t7 that the7 will pel'lllit the Coagrenional action 
on peDiioDI to atand; that an appropriation for o. c. D. boon­
dogf!!:i will be granted, and that thi• public feeliag will 
he e initel7 ignored. Recentl7 it hae ,,, .. a to ae to 
become plainlr eTident that these things are bringing about 
a clearl.J defined trend to a 1tate of ml..nd which aq aeri­
oualr affeot the eale of Defense Bond• and Stampa. * • • 
This being tha oue, penaiona to Leghla tcra and OCD boon­
doggliag repreaent too great a price at this critioal time 
for these cruel grab1 . 
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To Archibalc! ldacLeish 

From Alan Barth 
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For your information. 

Februa~ 13, 1942. 

EDITORIAL OPINION 
ON THE WAR: 
TilE WAR GRONS REAL 

Singapore, as Yark Watson observed in the Baltimore Sun, 

·~as regardec! (by everyone except, obviously, Japan) as the one 

U:pregnable stronghold west of Hawaii." When the Japanese suc­

ceeced in landing troops there, they scaled a battlement of the 

editorial mind, producing a shocked awakening of a sort which 

has not been experienced since the fall of France. Singapore was 

a symbol . 

For some time past, commentators have pointed to the pos­

sibility that Singapore might be taken by the enemy. It seems 

highly doubtful, however, that they seriously believed their onn 

warnings. Clearly, at any rate, they had no expectation that the 

conquest could be achieved so soon. In a bewildered effort to 

assess the causes, there is now a marked tendency to blame the 

British for mismanagement and unprepu•edn~ss , fc.r lack of fore ­

sight, imagination and initiative. 
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In appraising the consequences, editorial judgments exhibit 

fright and deep dismay. The isolation of China and perhaps of 

Russia is commonly foreseen. Japanese domination of the Indian 

Ocean is considered probable. India is thought likely to fall 

under the away of the Axis through a juncture of Japanese and 

German strength. Scant hope is held out for the Philippines or 

the Netherlands East Indies. Moat baleful of all, the bases for 

potential offensive action against Japan are seen as lost to the 

United Nations. 

Evaluation of the Japanese success in such terma has 

brought forth a rash of editorials with titles similar to that 

chosen by The New York Herald Tribune -- The War Can Be Lost. 

The bulk of the press is inclined to view grand strategy in the 

terms outlined by the President at a recent press conference. 

They recognize that the current task is to hold strategic points 

until we can amasa the overwhelming superiority requisite for 

ultimate victo~. Confidence in the ultimate victo~ remains at 

a fairly high level. But there is now a rather wideapread feeling 

of alarm and discouragement over the coat which it will entail in 

time and money, as well as in human lives. 

Most of the press understands that present strategic losses 

are due to a shortage of supplies in relation to the demands of 

vast and widely separated fronts. tocordingly, there is now an 
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intense and swelling editorial plea for a great production effort 

&s the indispensable remed¥. But, in addition, a number of com­

mentators urge that the !rBf and Navy selze the initiative where 

they can, even at the risk of serious immediate losses. 

Complacency? 

The siege of Si.ngapore has brought to a clilll&lt an editorial 

chorus charging the American public with complacency. The 

Christian Science Monitor says, for example, "There are cheers 

tor General MacArthur, but a tendency to think it•s his war.• 

The nature of the alleged complacency is rarely more clearly 

defined than this. It may amount to smugness -- and, on the 

other hand, to a mere absence of hysteria or defe«tism. A large 

segment of the preaa, neverth~leas, is exercised over its convic­

tion that the American people as a whole do not appreciate the 

seriousness of the situation confronting them today. It seems 

evident that a portion of the editorial comment on the problema 

posed by Singapore is attributable to a desire to .shock the public 

into keener awareneu. 

Some of the editorial accusations ' lay the blame for this 

state of mind upon the public itself. But a number of others 

feel that the Government is responsible. These latter, although 

their own news pages have chronicled the reverses at Pearl Harbor, 
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the Philippine• and S1Dgapore, aaaert that the Oovern.ent par1Uee 

8 poliCJ of withholding bad newa troa the people. Winaton 

Churchill's candor in recounting !Oiaea ia trequentlJ cited aa 

a model for President Roosevelt. Man, commentators exhor t the 

President to give the public, through newspapers, a more thorough 

understanding of the strategic problema posed by the war: 
Decision 

There ia a strong feeling in the prase that the time hea 

eome tor a final showdown with the VicbT Government. British 

assertions that General Rommel baa been eupplied through the 

connivance of the French in Korth A!rica have received widespread 

credence over here. So, too, have indications of French col­

laboration with the Japanese in Indo-China. The pr~vailing 

reaction appears to be that Marshal Petain must now definitely 

be catalogued aa friend or foe -- and that hie Government can 

no longer be permitted to talk one w.J and act another. 

The New York Poet comments on the situation in a tone which 

is representative of that extremely vigorous group of n~wspapers 

which long before December 7 favored an outright declaration of 

war against the Axis: "Has appeasement failed once more and are 

the appeasers once again moving toward one of those typical shebby 

climaxes in their affairs, like the •stab in the back' which 

followed our aale ot scrap iron to Muasolini, and the Pearl Harbor 

~ich followed our sale ot oil to Japan?" 
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The bulk of the preea ahon 110re patience. It recopiAI 

the difficult, of Karahal Petain'• poaition and appreciates the 

ettorta ot the State Department to keep the French fleet froa 

openly aerTing Axis ends. But it appears to incli~e now toward 

the belief that further placaticu ~futile and to be read1 to 

write the Vic~ GonM~Mnt oft aa a bad invnt.ent. 

The tera •appeasement• ia again being bandied about looaeq 

and angriq. In editorial ainda, it m41 be said to stand for 

diploucy that fails, although diploii&Cf itaelt m&f be nothing 

more than appeaae•nt which prevails. The dominant feeling now, 

apparentlf, is that the time for diplomac7 is ended • 

• 
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TREASU RY DEPARTMENT 

INTER OF1'1CI! COMMU NICATION 

DAn Febr uary 13, 1942 

to Fe r<linAnd Kuhn, Jr., 

'""" Joseph ), ella 

EIJITOI!IAL CO~l!r.!IT ON 1'AY.ES: 
BORROVIIOO -- BONDS Ok liANKS? 

Ecitori al writers view price control as only one of 

-•nj r.e~pons in tee battle against r~naway irule tion, a 

.. eer·on thal "ill be ine;.'fecti ve unless suppl enentec. by 

crartic taxe~ ann nidespr P.e.d purclases of Defense Bonds . 

7o cl.eck i nl'lntion ana to finance the nar , they are fully 

frP.pAT'PO to shoulder t b P. burden Of nine billion dol lars 

in nel'. taxes . An<. they ins istently urr,11 thei r reader~ to 

•u;; !;ones nne more bones -- e.nc to buy then r egularly . 

On the whole , the press vievs calmly the prospect 

of a HlO billion nebt . 1'his cal!rmesF in the face of 

Ynrreceeenten governoent borrowin~ i s pr~cicatea , however , 

uron th~ v. i despreao trust that the r Pasury will not t ave 

to r esort to too much inflationory benk borrowint; . It is 

'•n•rally ossuJl•ed, or at least l'erventl;r hoped , that the 
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T:easury will be able to finance a large part of tle cost of the 

r.ar throubh new taxes and voluntary purchases of Defense Bonds . 

As ;ret there is no widespr ead e<!itorinl anar eness cf the 

increasinz zep between estimated income f r om these sources and 

:ovcrnment expenditures. !lor is much editor ial attent ion being 

;iven nn yet to the Second \'Ja r Powers bill authorizing the Federal 

~eservc System to purcha se gover~~ent sec~rities di rec tly from t he 

7reasury . Although a fer. small newspaper s and so~e financial 

colur:nists ai;ree with Senator Taft and ·· alter E. Srahr, secretery 

of the Economists • National Co=ittee on J.!one t ary Policy, that 

~~.ls measure "ill "open the door to inflation," the !lew Yor k Tines 

reflected tho prevailing trust in gover~~ent f iscal policies in 

e<i ilor iali?.inc : 

" H is, of course, true t ha t in nom:~l times the ability 
of a ·overnMent to disregard market condi t ions and finance 
•tsel1 by di ppin& into t he funds of the central bank offers a 
danJe rous road to inflation. l!d that is not a sotmd ar~;unent 
a~ainst the ·:.ar Powers Bill. In tL'lle of r:ar the fiscd au~hor­
:ties of the countr;,• ollj;ht not to be hanC.icapped. l!' the . 
:eC:erlll Reserve authorities were C.ctercined to cons):Jlre wtth 
U.c ':' rea our~ to brin!; on inflation, the restriction· agai~st . 
cir ec t rurchases of gover~ent securittes "o~ld be no sa-er,uar? · 
If , as lS 11ctually the case , the;r ar~ c.c tet•mtn~d to de. ever7th1ng 
rocs ible to avoid inflation, the removal of th1s techn1cal • 
restru"nt upon their operations will not add to the danger . 
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Oppo1ed to the •Jori tJ' of the preu, a feW DeWSpepere 

dew our IIO'IDltlag nrtille detlclt with inoreaalng alara. ?hue 

newspaper• recognize that eTen with heaT,r new taxes the present 

rate of Defense Bond purchases is tar from •nough to check infla­

tion. Fear ing that the goTernment may have to resort to l~rge­

acale bank borrowing, they call for quick passage ot drasticall7 

increased taxes and voluntarr parroll savings. This slowly 

awakening realization ot the gap between government expenditures 

and eet~ted inco~e is evidenced b7 a recent ~aehington Post 

editorial which stated: 

•an the basis of revenue eatinates and on the ve1'7 
optimistic assumption that sales o! Defense Bonds continue 
at January levels, the Treaaurr will still have to raise an 
additional 30 billion dollars in 1943 • • • It we are to be 
protected against the kind o! deficit financing that a~ella 
uncontrollable inflation, a large part of that 30 billlon 
dollars will have to be covered by new taxes and by increased 
drafts upon the eaTings of the people. Otherwise the com­
mercial banks of the countrr will be called upon to supply 
the funda required by the Treasury through credit operation 
that will inflate our deposit currency and boost prlcea. The 
nine billion dollars in new taxee • • • requested b7 the 
President in his budget sesaage is a modest sum compared with 
the extent of the fiscal need." 

In editor ials exhorting people to bu, bonds and core bonds, 

there art also recurrent warnings that it sales do not improve , 

the TreaaU1'7 may haTe to resort to an enforced aavinga program. 
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ude b7 Protuaor 11Y1D H. Hauen of Barnrcl in hie stuq .ade tor 

the National Reaouroee Planning Board that part p~ent of wages 

and salsriss should be made in Detenae Bonds. But past editorial 

co~nt indicates that a large section ot the press would be 

opposed to such a program. 

!!!!.! 
Editorial discussion of taxes continues to emphasize the 

possibility of a general sales leT,Y as the "fairest• way to raise 

new rennue and drain ort inflationary b1.17ing power. Small-town 

newspapers are also continuing their attack upon Secretary 

Morgenthau'a suggestion to tax the income from outstanding and 

future iaauea of state and municipal securitiea. The Secretary's 

suggestion ia also opposed frequently in the letters-to-the-editor 

columna. 

There is an awakening aympatby with the plight of those 

thrown out of work b)' conversion and priorities who han no current 

ino011e and not enough savings to pay their taxes on last year' a 

earnings. The Detroit Free Preas and the Philadelphia Inquirer 

are among those newspapers which favor changing the law so that 

individual income taxes will be levied on current income rather 

than past earnings. They also favor permitting monthly or weekly 
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p~Jmtntl of income tax11 aDil a 110ntorlu. on the taxee due Jlaroh 15 

tor those temponril7 une.plo7ed. 

The dallf preee generallf aasuaea that •untair" profits are 

already being or will be aoaked up b7 exceaa profits taxes. But 

the weekly labor and liberal publications Yiew our present tax 

system as being lopsid"'d in favor of business; they are afraid that 

the present trend indicates a continuance of this policy. In tbe 

current iaaue of The Mew Republic it is aaintained: 

"The Treasury is ao uncertain of su~port tor the kind of 
tax bill it considers necessary that it 1s postponing the eYil 
day when it must present and defend its recommendations before 
the House Wa;ya and Keane Com ttee. Everyone aoknowledgee the 
danger of dieaatroua war inflation • • • Yet there is no baaia 
for hope that Congreaa will do any better, i f aa well , with 
taxes than it baa done with price control. Last 7ear'e tax 
bill wa& carefullf designed to protect Coca Cola, the tobacco 
companies and other big favorites of Southern committee chair­
men from hard-bitting exceas-profite taxes. It will be the 
same old fight all oYer again this 1ear • • · • 

Economies 

With hardlf a dieeenting voice, editors argue heatedly 

that the Congreeaional pensions and the Silver Act are "indefeneible 

handouts• and that certain OCD activities are examples of the 

"wasteful fripperies" carried on b7 the government. The Silver 

Purchase .let 1e , upheld only b7 the newepapers in the eilver Statu 

of Nevada and Colorado; OCD was defeoded only b7 auch pro­

Administration newspaper• aa the New York Poet, which regarded 
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the bittern••• or the Congre11lonal attack a1 an uu.&rranted effort 
to eabarrau the .l.cbillnhtntion. 

The Trea•urr'• $80,000 duck rece1Yed little adTerae editorial 

cosment. .I.e adght be expected, the Chicago Tribune commented 

oauatioall7 on the coat of the fila. On the other band, the New York 

Poet crltiohed~reea for "jllllping up and down on Donald Duck lib 

Donald Duck. • C011pli..ent1ng the Treaaurr tor doing "a great job ot 

bringing h011e to the people • • • that lnoou taxu are not jll8t an 

inTention ot the deYll, but a naceeaa1'7 and bearable duty ot citiaen­

abip,• the Poat concluded: "fhat•a not boondoggling, Congrea ... n; 

tbat'a ad•ertlaing, That•a buaineaalike administration. You'Ye 
bean aalcing tor it. Remember?" 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER.OFP'"ICE COMMUNICATION 

O ATC 

TO Seoretary Korgenthau 
February 13 , 1942. 

•oo" E. H. Foley, Jr. 

I am attaching two m«moranda from Joe O'Connell 
in regard to the General .lniline and Film situation 
which should be intereating reading. llthough one of 
the m•oranda ia f airl.J long, it ia eu;r to read and 
shouldn' t take more than ten or fifteen minutes. 

The shorter 11emorandUD1 deale with the ~~~ blem 
on which there is a difference of opinion wit the 
Treasury , i . e. , the 11!8ll11er of handling the I . G. Far ben 
personnel within General .lniline and Film Corporation. 
Joe O' Connell feels that employees with I . G. Farben 
backgrounds should be elimi nated wbsn that can be 
done without impairment of the productivit;r of the 
corporation; on the other hand, Judge Mack and Yr. Swope 
take the view that the fact that a person may have had 
an I. G. Farben connection does not i n and of itself 
const itute grounds for dismissal. 

This is an issue which must be reaolved·before 
we can indicate a policy in regard to per sonnel . 

}.1 ol :fl . 

Attacbmente 2. 
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February 11, 1942. 

Mi.)!ORANDUII TO MR. FOLhY : 

I feel so strongly about several aspects 

of the General Aniline si tuation which are under 

current consideration in the Depar tment that I 

thought it best to set down on paper at this 

point what my views are . 

There has been substantial unanimity of 

opinion among all concerned as to the necessi ty 

for vesting the stock in the Secret ary of the 

228 

Treasu.ry . There has also been agreement , at least 

among the Treasury peopl e, that a man of known 

competency should be selected without delay to head 

up the management of the company . However, when 

we get around to a discussion of what we actually 

propose to do, or what poli cy we expect to follow 

in the operation of the company, there is a real 

divergence of view. We have tended to talk in terms 
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ot tht "Aaericanization" of the compa~ without any 

agrteaent on what the term actually meana. I think it 

ia perteotl;r obvioua that Judge llaok, l4r. Swope an.d 

all the reet of ua would have no difficulty in agreeing 

on the duirabilit;r of "Americanizing" the company. 

It ia when we get down to oases that the difficulties 

ariae, aince the word is apparentl;r one which means all 

thiuga to all men. 

For example it was quite clear during the discussion 

we had in your office on lionday the.t Kr . Swope's view 

e.a to what our policy should be with regard to personnel 

in the company differs widely from mine. 

Mr. Swope' a position, if 1 underatood him correctly, 

OODCIU'I pretty much with that of Judge liaok, and is to 

the tfftct that there ia nothiug wrong with I. G. Farben 

aa a buaineaa organization and that there ia nothing 

wroag with I, G. Farben men, aa such. He feels that 

it •• can demonstrate that any I . G. Farben man is "dis­

lc7al" or ia engaged in subversive activities we should 

get rid of him, but that we should not go further . 
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On the other hand, it hu been rq underetanding 

!rom the beginning that we are committed to a program 

of the elimination of all things in this comp&nl 

whioh represent control by German interests. These 

controls, which stemmed in the first instance from 

ownership of the company by I. G. Ft.rben, have mani­

fested thaQselves in a number of waye, including 

dictation of managerial policy from Germany, contractual 

arrangements between the two companies such as cross­

licensing agreements for the exchange of patents and 

know-how, and the placing and retention of I . G. 

Farben men in key positions in the company. 

We have already agreed that title to the German 

stock should be vested in the Secretary of the Treasury. 

The line of communication between the two companies 

in ao far as it relates to the open exchange of informa­

tion and know-how has been broken, and the more obvious 

ways in which the operations of General Aniline have 

been controlled f rom Germany in the past are being dealt 

with. It is to the personnel program which I wish now 

to address mfself most particularly. 
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It baa been mw view that our objective, in 

terms of personnel, is the elimination from the 

company of all employees who have in the past been 

identified with the I . G. Farben organization. 

This would apply not only to the more obvious cases 
> 

of which Dr . Hutz was the ~ime example, but also to 

other men in the canpany, both German and American, 

who in the past have been identified with and have 

helped to perpetuate the control of the operation 

of the company by the German Dye Truat. I feel 

very strongly that this objective is absolutely sound 

and represents a course from which we should not 

deviate, 

From the beginning we have known this organiza­

tion to be permeated with I. G. Farben men from the 

top down (though very few at the bottom), and have felt 

that we cannot do an effective job of freeing the 

organization from German domination and control without 

following a policy of eliminating the men who represent 

this type of control. An agreement upon this as an 

objective does not involve the immediate discharge 
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of all 1uoh individuala, nor doe1 it naoa1aarily 

mean the ultimate elimination of all of th-.. 

It may be that after we have installed efficient~ com­

petent management , dedicated to this same proposition, 

we wi ll find that one or more of these men is indis­

pensable even over a period of time. If we find such 

a situation I aa willing to concede that such an in­

dividual must be kept, even if we have to keep two 

men to watch him. I do not know whether such a 

situation will arise, but agreement upon an objective 

along the linea I have suggested, would leave the 

management in a sufficiently flexible position to take 

care of auoh situat ions as we proceed. I do not think 

any of ua can know now how oloae we can come to attain­

ing such an objective, but it semaa to ae that we should 

agree upon it before going any further. 

idaittedly, there is rooa for honest difference of 

opinion on the desirability of or necessity for following 

the path I have espoused. I shall not attempt to 

develop the case for it here, though I suggest that the 
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material aent you today under aeparate coYer, 

particularly the part dealing with the relationehip 

that exiata between I . G. Farben and the Hitler 

Government, tends to demonstrate that the simple 

t eat of loyalty does not meet this situation. 

Furthermore, I feel very strongly that the 

deciaion ehould be made without ghing too much 

weight (or any, for that matter) to the effect of 

our decision upon the existing eetup. To put it 

another way, Mr. Swope , if I underst and him correctly, 

start s out by assuming that Judge Wack is to continue 

in the company, and from there arrives at the con­

clusion that any program we work out must of necessity 

take that into account and must be satisfactory to 

him. I t seems to me that we should decide what our 

objective ia in this regard without any consideration 

of the personalities concerned and, having done so , 

can then examine the implications of such a program 

on Judge Mack's position along with the position of 

other employees of the company. 

Regraded Unclassified



7. 

Such a program as I propose would apparently be 

one to which Judge Wack would not be willing to sub­

scribe . So f ar as I am concerned, if this be so, we 

will juet have to get along without Judge Wack. In any 

event, it seems to me that this is no time to decide a 

major question of this sort on a basis of whether or not 

Judge Wack will go along. 

There is another thing which concerned me about an 

approach to the problem which assumes the necessity of 

retaining any of the present officers or directors of 

the company. Such an assumption in effect ratifies 

the aeries of moves which have been made by Breed, 

!bbott and Morgan for the purpose of entrenching them­

selvea in positions of power in the affairs of the company 

through the selection of officers and directors picked 

for reasons that clearly have nothing to do with their 

background or known ability to contribute anything to­

warda a solution of any problems of management . I for 

one would not care ever to be in a position of defending 

the existing organization (particularly at the top) or 

of having to say that we in the Department "went along" 

in any degree with them. 
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Finally, it aeeaa tu me that to veat the stock 

in the Secretary of the Treaaury without taking 

further and constructive atepa ia worae than not to 

veat the stock at all. !lao, to aelect a competent 

man to be in the position of General Manager of the 

Corporation, responsible to the Treaaury, will not 

be effective or a step which we ought to take, unless, 

prior to that time, we have fairly met the problem 

of attitude with respect to personnel in general, a.nd 

the problem created by the presence on the Board of 

Directors and in the management of people with whom 

we cannot deal with confidence. 
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1 ebruuy 11, 1942. 

M.ElLORAN IXJ}( TO 1m • FOLEY : 

Attached is a memorandum on the General 

Aniline & Film Corporation which you may wiSh to 

give to the Secretary. Although it ia by no 

aeana the complete story I believe it will be of 

nlue in presenting to the Secretary a thumbnail 

aketoh of the existing situation. I hope you 

will have an opportunity to read it, and that the 

Secretary will too . 

'Enclosure. 
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.l SHORT SURVEY OF GANERAL iNILINE & FIUI CORPOR.lTIO!i 
ITS BUSINESS AND PERSONNEL 

I . Corporate and Financial Data in General, 

The General .lniline and Fi lm Corporat~was formed 

in 1929 by I . G. Farbenindustrie of Frankt~t:on-tho­
llain, acti.Dg i .n cooperation with I. G. Chemie of Bule 

' 
Switcerland, and the National City Bank of the City 

of New York. The corporation h engaged in the manu­

facture and eale of.chemicals, dyeatutfa, camerae and 

photographic equipment, and machinery and sensitized 

papers for the rapid dr1 reproduction of documents, 

blueprinte, maps, etc. The corporation ~ploys roughly 

5750 persone in its plants, t wo central offices and 

numerous branch offices. I ta total aeaets as of 

September 30, 1941 exceeded $66,000,000 of which almost 

~50,000 ,000 were current assets and investment portfolio. 

The liabilities of the corporation include $18,000,000 

in 5 1/2% convertible debentures due May 1, 1949 and 

guaranteed by I. G. Farbenindustrie. These are the un­

retired bonds of a $30,000,000 issue market ed in 1929. 

Regraded Unclassified



238 

.a. 

The sales of the COillp&.nT totalled 110re than kl 000 000 • • 
in 1941 and resulted fr~ a variety of sales methods, 

including the uae ::of an excluain agent for the chealcal 

business, General Dfeatutf Corporation, and the use 

of branch offices and independent sales agenoies for the 

remainder of the corporate business. Net profits of 

the comp&Jl1 (after taxes) 81lounted in 1940 to $4,100,000, 

in 1941 to $4,750,000. The increue in pro!i ta, before 

tun, from 19-ro to 1941 waa 1~ (inoome taxes aaounted 

in 1941 to $6,000,000). 

The shares of the company consist of approximately 

580,000 "!" shares and 2,050,000 "B" abaru, each "A" 

share being entitled to receive ten times the dividend 

paid on each "B" share. It is conceded by General 

. hi line and Film that 98,l of ita aharu are presently 

owned by I. G. Chemle of Switzerland, end virtually 

conceded that the letter concern is controlled by I . G. 

Farben, On the other hand, 95~ of the outstanding 

debentures are held bf the Ame~ican publie. 

The co:np&JI¥ hu four wholly owned aubda!ariea: 
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Collway Colora, Inc . , !gfa Raw Fila Corporation, Agfa 

!naco, Limited, and !gta film Producte. The first ia 

a small operating company; the second ia a sales agency 

tor moving picture films; the third ia a Canadian sales 

agency; and the fourth i1 a corporation ha~ing no 

significant aasete. 

Tha eeourity portfolio aa of Deo .. ber 31 , 1941 

included etoolta and bonds huing a ll&l'ltet nlue of more 

than $9,000,000 plus inYeat.enta haYing no quoted market 

value but a atated coat of ~15,500 ,000. In the for-

mer category were, for example, aharea of Standard Oil 

Comp&nf (New Jersey), Sterling Product• Corporation, 

li . I. du Pont de Nemour• and Comp&nf and other.. In 

the latter category were holding• in Winthrop Chemical 

Company, Alba Pb.aru.oeutical COIIp&nf and Plaakon Co:~~p&DJ, 

Inc . lleo in the latter category were 84,900 aharu of 

I. G. Cheaie, the parent comp8J11, haYing a atated coat of 

almoet $lo,ooo,ooo. 
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II . Diviaions of the Co.p!Dl - General iniline Works. 

The largest division of the corporation is General 

Aniline Works, which employs 2200 persons and accounted for 

sales through General Dyestuff Corporation, of $15,600,000 

in 1940 and $24,400,000 in 1941, This division is engaged 

in the manufacture in plants at Rensselaer, Hew York, 

and at Linden, Hew Jersey, of over two thouaand different 

chemical• and dyestuffs, Although for the most part, the 

dyestuffs and chemical• produced by General Aniline Works 

are of an expensive type, nevertheless, the division 

ranks among the first three American dyestuff companies on 

a tonnage-volume basis. Statistics compiled by the company 

from Tariff Commission information indicate that in 1940 

roughly 20 to 30 per cent of all dyea sold in the United 

States were produced by General iniline·Works. They 

eatiaate that their percentage ehould be higher for 1941. 

Of the products of General iniline Works Division, 

vat dyes are of principal importance, Tested by their 

fastness to light and water, they are the finest type of 
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dyeatutf for the coloring of cotton and a~e excluai••lr 
specified b1 the quartermasters corpa for dyeing euoh 
it .. • of apparel aa au..er ahirta, trouaera, cape, tiea , 
and aooka . General iailine Works appeara to be the 
largest U. S. producer of vat dyea and it ia estimated 
that at preaent, 85~ of such production ia uaed tor 
"defense" purpoaea as that term is defined in the WPB 
regulationa. The comp&n¥ ia also a major producer of 
chrome, aliaarine, and acid type dyestuff uaed in the 
coloring of wool and leather goods. These dyestuffs 
are specified b7 the quartermasters corps for such irm1 
equipment as woolen ahirta, trouaers, overcoats, blankets, 
and socka. · !bout 90% of theae dyestuffs are being used 
for detenae . !he oompuy claims that in excess of 40% 
of all dyes being uaed in the coloring of textiles tor 
defense materials are III&IIUfactured b1 the General iniliue 
Worka Dhiaion. The companr is e_ngaged in making hundreds 
of other trpea of lesa impertant dyestuffs used for al­
~st ••err conceiTable purpose in the defense program. 
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An example is heliogen dye used to color the plaetio in 

the instrument panels of airplanee. 

Fro• an onrall at&ndpoint the percentage of oheaicala 

and dyes produced by General· Aniline Worka going into 

"defense" work h&a been steadily increasing. During the 

early sUDIIIer months of 1941, 30% of the output was going 

to defense . This increased to 43. 9% in August, 47% 

in September and 52.~ in October . In llovember this was 

raised to 55 .~ and finally reached 62% in December . 

J.gfa Ansco . 

Agfa Ansco Division is the second of the three divisions 

in value of business, but first in the number of amployees, 

having 3,200 persona on ita payroll. In 1940 the sales 

of this division amounted to $11 ,300,000.00 ; in 1941 to 

~14,600,000 .00. Ita products include, in the order of 

importance: films (still, movie, and x-ray), photographic 

papers, cameras and accessories, and chemicals such as 

developers. This division h&s its principal plant at 

Binghemton Hew York and ten 1-ranch sales offices through 
' ' 

Wbich it wholesale• ita products. In the moving picture 

film industry, Agfa !naco does not have a strong position; 
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out of 1,860,000,000 feet of positive and negative 

95 mm fila aold to t he t r ade gener ally in 1941, onlr 

44,000,000 f eet were sol d by this division, This is due 

in part to a boycot t instituted some years ago by the \ 

film indust ry because ~he German affiliations of the 

Division. Capacit y of igfa insco is approximateli 

100,000,000 teet of film per aunum, in the absence of 

extraordinary demands for other products of the division 

and if raw materials in sufficient quantity are procured. 

Of far more importance is the general film business 

of i gfa inaco . The Division's sales in this category 

amount to 20% of the corresponding sales of Eastmsn Kodak 

Company. In quality, the igfa !naco - Eastmsn Kodak pro-

ducts are roughly equal for "amateur " film, but i gfa Ansoo 

film and papers are probably superior in the "advanced' 

or "professional" class; thua, igfa insco haa a color film 

which ia unique in that the user can process it himself, 

instead of sending it to the compan,y ' a laboratories. 

entire output of this film is aaid to be allocated to 

A~ at present. 

The 

the 
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The !gfa !naco DiYislon haa a number of contracts 

with Y&rioua branches of the Federal Goyernment to 

auppl7 photographic equipaent, including cameras, Y&rioua 

typea of filas , and chemical• uaed for deYelopaent. 

S&lea under such oontract1 amounted to 9,38% of the total 

sal es of Agf a !naco in October , 9 ,78~ in November, and 

11 .95~ in December of 1941. igfa !naco alao clata. 

to be able to produce projectiles, fuae part•, depth bomb 

fuae1, aircraft aub aas .. bliea, &nd other war essentials. 

More than twenty separate quotations on auch itmaa 

have been submitted by the company to war agencies, 

and orders plaoed·with the company include : $1, 566,000 

for bomb t ail fusea (ArmT Ordnance- February 1942); 

$43,000 for NayY torpedo parts; $250, 000 for Link !Yiatlon 

DeYicea; and ¥57,000 for aiscellaneoua gun parta . 

Ozalid Products Division 

Under patents and processes derived from Kalle & 

Comp&UJ in Germany, (an I, G. Farben concern), Ozalid 

builda and sella machinery and senaitised paper for in-
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atllltaneOUI tlr7 reproduction Of napa, blueprints, lethl'l, 

or other docWftentl. 11 the prooeaa doea not involYe 

the wulhing or printe, there ia no 1brinkage or ~ping, 
l!ld mapa Lnd dlagrLma Lre reproduced in axLct ai£e, 

The speed of the proce1a Lnd ita eoonomJ recommend lt tor 

a&nJ u1ea. However, the proceea ia not effective on 

certain typea of pLper, or on doc1.111enta tdlich have printing 

on both aidea of the paper. lWlT prot~inent concerns 

auch Ls Sperr1 G,roscope Cot~pLft1 uee the O~Llld proceaa, 

but the Division has serious competition, ••peciall7 in the 

field or sensitized pLpera. A• the Ozalid machine continuea 

to exhibit a large number of flawe, the servicing of these 

machines form• a large part of Ozalid activit7. 

The hiator7 of Ozalid begina in 1933, when total aal•• 

were onl7 $37,000. Since that tille there baa been an un­

interrupted riae in sLlea which baa become epectacular in 

the la1t few rears and baa reached totala'of ll,SOO,OOO 

in 1940 l!ld $2,300,000 in 1941. or thil latter figure , 

$1,600,000 waa attributable to ~alea of sensitized paper 

e.ud miacellllleoua items, ,.aile $660,000 waa attributable 

to sales o! nachines and parts. 1 large portion of these 

aalea derive from "defense" orders; the machines ue now 

.. 
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to be fo d &lrcrart an tion pla ta, and 

in auoh gonr ental de par bllenta u War and llavy. 'l'he 

company olaUna ~% of its produata re sold for defense 

work. 

New Ca oroial Development• in the Above Divi1ion1 

Ganeral inlline md Fila current}J h developing 

a number of products 'llhleh ara either nn or have here­

tofore been produced only in Ger1111Jl1. !,lost important 

of these is a "carbonyl iron powder" which i• pressed 

into varioua shapes for use in high frequency radio 

transmitters, especially tranamlttera of the compact 

variety found in aircraft instruments. Tbe process 

used by the corporation was purchased outright !rom I . G. 

Farben in 1940 with free American dollars. Thro~ 

purchue md dis:nantling of a c111petltlve plant ill 

California, General Aniline now ha1 the po1ition of sole 

United States producer of iron carbontl powder. 

A second new development by the corporation lies in 

the "vl.DJl ethe.-8 " field. Thlo fmily of products, now 

in the semi-commercial stage, furnishes pcllsboe, plaatica, 
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and ~dhes~vee. Here too, the right to exploit the 

patenta involved, W&S secured only after the outbreak 

of the War and aa a part of a broad aoheme of liquidating 

1. G. Farben properties in America. 

In a third field, it is claimed that General Aniline 

& Film baa derived the fo~au of aenaiticing dyes used 

in the photograFbi..ng indust17. .looording to reproaent&­

tiona or the company, I. G. Farben refuted to sell the 

formulas tor thaae dyes and one or the company' s chemists 

baa succeeded in del' iving them, eupplyiug them to Agf~ 

Anaco since the outbreak of the war. 

III . Sales !gent : General nzeatuff Corporation 

Sharing office and factory apace with General Aniline 

Wol'ka, General Dyestuff Corpol'ation ia the exclusive 

Unitei\ Statu aales agent for dyt and ohwnal products of • 

I . G, Far ben a.nd General Aniline and Fillll Corpor~tion . 

General Dyettuff Corporation was formed in 1925 as a con­

solidation of prior German agenoiee here, paral~ling the 

formation of I. G. Farben at the aame time. Control of 
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the oaap&Df waa unqueationablJ in the latter oonctrn 

until 1939, when outat&Dding atock optiona are aaid to 

have been "oanoelled." On the recorda, Kr. &. I . Halbach 

controh the oomp&IIJ' b7 ownerehip of 4725 out of 8678 ah&rea 

ot capital atook. 

With the excluain contract aentloned abon u princlipal 

atartiDg aaaet, the corporation at preaent o.aa $3,000,000 

in cuh and $5,000,000 in tqible aaaete. The corpora­

tioa maintains aix branch agenciea in the United Statea, 

•-PloT• 670 persons, &nd, with monthl7 aalea TOluae of 

$2,600,000, tiea with du Pout for aalu laaderahip in 

the obamioal &nd dye field. 

General Dyeatutf'a contract with I . G. Farben pre­

nnted export. to Latin Aaerica until 1940, 11hen the pro­

vision waa reaoinded on condition that ~lea were aade 

onl7 to I. G. Farben South .beric&n agenoiea. In 1940 

exports to Latin .America were $1,389,620.00 and in 1941, 

tS,Ol8,782.00 . Since 1941, exporta have been negligible, 

due to domeatic defense damanda. 
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The I . G. Farbeninduatrie aa an Instrument 
of llasl Kllltarl•·* 

249 

With ita vast industrial power, financial resources 

exceeding 1 billion marks, and army of over 250 ,000 workers, 

~the I. G. Farbenindustrie is by far the main economic 

base and support of Germanr's war econo~ and military 

machine. By developing an adequate production of 

essential war and other industrial materials, in close 

collaboration with the ArmT General Stalf, it has enabled 

Germ&n7 to wage war and withstand the otherwise strangula­

ting effects of the enamy blockade. It ia reasonable 

to assume that but for the vitally neceaaary contributions 

of the I. G. Farbenindustrie in creating an assured domestic 

supply of vital war and other m&terials in fulfillment 

of the Hui war-preparedness program, the Nazi r egillle wouli 

nner han •barked upon war . 

The Farbenindustr i e is of neceaait1 a creature of the 

Nazi regime not only because of ita close collaboration 

in the aupplying of indispensable industrial materials 

- - - - - - - - - -
;S;cti~n-rV ;a; ~ltte~ by-~.-s;~ey B. Redecker, for ten 
years u. s . Consul at FraDk!ort-on-the-~in, headquarters 
of the 1. G. Farbenindustrie. 
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but also b7 virtue or the Basi totalitarian aystaa 

under which private capitalism has been effectively 

ruppreaeed in Ge~ and a'l eoon~io enterprises and 

especially the larger industrial organiaations are under 

rigorou• official control. Beoauee of the totalitarian 

s71tem and the outstanding place occupied b7 the Farben­

indu•trie in the tiaai war m&chinc, the Farbeninduatrie 

i1 ea1entiall7 an extension of the Naai regiae itaelt 
• 

in almost the 1ame sense aa the militar7 services. 

Beoau1e of their close relationa with the Nazi hierarchy 

and the aeoret nature of their duties, the Farbenindustrie 

executive• manifestly must enjoy tho full confidence of 

tho Nasi regime in order to hold office, Not only must 

the7 take oath• of allegiance to Bitler peraonally ae 

"Fuhrer" of the Geraan nation but in nearl7 all cases 

theae executive• are member• of fiaai political 8Dd para­

militar7 uniformed organiaations like the •s. s.• and •s. i." 

Bermenn Schaita, Chairman of tho Farbeni nduatrie, for 

instance, is a m~ber of tho Nasi Reich1tag, to which he 

waa appointed by the Nazi hierarchy. 

• 
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In the foreign /ield the I. G. Ferbeninduat~ie 

haa been able to render inn.luahle aervico to the Nul 

cauao b7 virtue of ita extensive foreign intereata, 

branches, rubaidlariu, investments, bult depodt., etc • 
• 

llh ich have hen made ava.llable to the Nul regime !or 

rupp<rting ite agBreaaive policiea, By utilizing these 

facilities the Farbenlndustrie has aoalated the regime 

in uaking foreign transactions such aa financing of 

propaganda and other actiTitiea which the regime desired 

to keep secret. The staffs of the Farbenindustrie'a 

for eign enterprises, all carefully selected men of un~ 

quaetioned loyalty to the ~'11 therland, have rende?ed 

valuable services to the Na~i regime by supplying informa­

tion and other assistance made possible by their expert 

kDowledge of conditione in tho countrlea of their residence. 

through maaber1hi p in varioua important international t r ade 

groups, cartela, eyndloatee, 6to ., executives have been 

able to establish close contaots with business leaders 

and Government officials in foreign countries which have 

been userul in furthering H&&i policiea. The executive 
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Jlllll&gement of the Fa.rbeninduatrie haa encouraged members 

of itt foreign atafta to acquire the nationality of 

the country where they reside in order that, aa citizens, 

they can penetrate more deeply into the lifo or the 

country and thus augment the value of their services in 

tho furtherance of German intereata. 

V. I. G. Farben Personnel 

in organizational chart of tho General Aniline and 

Fila Corporation ahows that practically every key manage­

ment position is held by a "former" I . G. Farben man. 

In the General Aniline Worke Division, there are three 

important management position• in the New York office, all 

held by I. G. Fa.rben men. The plant management co~ttee 

conaiets of four I . G. Farben men. At the West Works 

plant, the plant IIWI&ger and three of the four important 

subordinate anegement positions a.rt held by I. G. Fa.rbm 

men . it the Albany Works, the plant manager and the head 

ot research are both I . G. Farben men. In !gfa !naco, 

the production manager, assistant rroduction manager, and 

important heads of departments are I. G. Farben men. 

American born officials at igfa !naco are primarily in the 

salta division. In the Ozalid Diviaion, the head ia a 

foMaer representative of the German Zeppelin Company. 
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Some of the employees who originally oaae from 

I.G. Farben, pursuant to I . G, Farben employment con­

tracts , have returned to Germany after a period of 

~ployment here and a great number of others now with 

General iniline and Film have continued to pay into 

the I . G. Farben Pension Fund. Secret manufacturing 

proceaaea han been entrusted to German technical men 

only, and American employees have not had acceaa to thia 

knowledge. 

Among others, the following short case histories will 

illustrate the type of individual assigned to work in 

the corporation: 

Dr . Rudolph Hutz. 

Dr . Rudolph Hutz, director and vice president of 

General iniline and Film Corporation, at $85,000 per ;rear, 

wu an I , G, Farbeninduatrie employee in Germany, came 

to the United States in 1909 and since that time has 

been employed here by companies dominated by I . G. Farben. 

Although he observed the form of natural ization, he con­

t inued after thirty- three years in America, to apeak German 
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at t he office ud raained a member of, and contributed to, 

the I. G. Farben Pension Fund. He contributed to the 

Nazi Winter Relief until 1940, and aeoretly aaaiated 

interned German aailora of the eouttled "Columbus." --- . -
For three montba of each year be vacationed at bia 

eatate in Starnberg, Bavaria, where be expecta to live 

pel'll&llently on retireaent. During auob "vacations" be 

ren~ed his oloae contacta with Fritz tar Keer and Dr. 

Loehr, top I. G. Farben executivea, 

ia early &a 1937, after firat aecuring a legal opinion 

from Breed, ibbott and Korgan, be began a ayatematic 

destruction of records, evidencing control of General 

Aniline Worka by I. G. Farben, and after service of a aub­

poana upon hia in inti-Truat prooeedinga, he directed the 

aeoretion of do~aenta not yet deatroyed. But& suggested 

to hia aecretary who assisted in the deatruotion of recoria 

that if ever called, he be a forgetful witneaa, and threatened 

hia b7 aaying that acy interference by the government in the 

affaire of the corporation would be only "temporary", whereas 

intervention by I. G. Farben na "permanent" . Toil­

lustrate, he pointed to a Kr. Crowther who, as New York 

Office lianager at the time of the la at war, intonaed the 

goverument concerning the a!faira of a predeceeaor of 
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General Aniline Worka, and tor his action waa broken 

by the oo~pa~ and retained in & poaition of unimportance 

as an object lesson to other employees. 

It ia significant that I, G. Farbeninduatrie h&a 

given ita lucrative law business in the United States 

to & young aon of Dr . Hutz. Another eon, wbo r eceived 

his Ph.D. in chemistry for atudiea pursued at lfunich, 

Germany frCIII 1936 to 1940, has recently returned to the 

United States with & German wife, the fo~er Edith von 

Maltz&n, daughter of Baron von Maltzen. 

Dr . Hutz was suspended by the Treasury on January 

13, 1942. 

Dr. Han a .liokelin 

Germ&n-born Hans Aickelin, w&s a top !light chemist 

for I . G, Farhan until 1931 when he cue to the United 

States where he became vice president and production 

manager of General Aniline Works &t $60,000 per year . 

Dr . Fritz ter Keer, one of the chief executives of 

I. G. Farben , told Dr. Huts that Dr . A1ckel1n had at last 

been chosen u "the" ~ for the technical position 'in 

charge of General Aniline Works because it was felt that 

he"would completely realize that he was expected to have 
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the lntereata of I. G. Fkrben ~t heart.• 

Dr. !iokelin entered the country with~ five ye~ 

oontraot under the "Contr~ot Labor Clause". He rapidl;y 

took over the teohnio~l managGJ.ent ot tue two Gener~l 

Aniline Worke plants, ~dling all or the confidential 

aecret proceaaoa, analyaea, and apecificationa. fhia 

resulted in the centralization or the operatic~ 

aanagement into his banda. 

From the date ot hia ~rrival in 1931, ha inaiated 

that all of his disousaiona at the ottice with hi• 

aeoretarlea be held in German. He returned to Germ&Dl 

almost every ye~ and aa the I . G. F~rben liaaon m&n with 

American industry, he auiated them in getting tlleir 

technical men into United States industrial planta. It 

ia reliably reported that when the newa tirat oaae over 

the radio that London was being boabed, by the »asia, 

he and his daughters could not control themselves and 

openly expreaaed their glee. Dr. iickelin ba• written 

that he ia happy that hia daughters oonaider Germany aa 

their homeland. 

. ~ ~ ·-· - -- -
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Dr . iiokelin has aho• that I . G, Farbq confidence in 

him h&a not been llliaplaced, Be r-ill• tied to I , G. 

Farben b7 means of the I , G. Penaion Fund and waa aug­

geated b7 I . G. Farben aa the proper individual to 

negotiate with them at S.it1erland with respect to the 

means wherebf I. G. Farben patents and other aaeeta woWff 

be taken over bf General .lniline and Fila in order to 

avoid eei1ure during the war . 

Since Dr . iickelin arrived in the United States, 

Dr. Hut1 concerned himself lese and leas with the plant 

management and until recentl7 Dr . J.ickelin himself handled 

these matters, Dr. J.ickelin's closeness to Dr . Hutz 

and hie oonatant use of information contained in the files 

of General J.niline Works clearl7 indicate that he knew 

of the destruction of the recorda at the General iniline 

Works executive officea, 

He •• euspended from t?e company bf the Trea8U1'7 

Department, Januarf 13, 1942, 

F. W. von Keister 

F 11 - • t son of Dr . Wilhelm von 11.eiater, who . W. von .... 1a er , 

wu a high ranking German diplomat and one of the founders 
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of I. G. Farben, h the head of Oulld hoduota llbiaioa 

at a aahrJ of $26,000.00. He h a protege of Count 

von iokener, the dirigible expert. Von Keiater ' a 

aother was Britiah, but he wae educated in Gel"'U..I,f; he 

at times emphasises hie British connections, including 

hie having a brother .no ia in the Royal Air Force, 

However, he does not freely. disclose that his half-brother, 

with wham he has been in active correapondence, is serving 

in the Ge1'111&11 tla'f1. At the time of hh Mrriage to 

an Austrian countess, be wrote to a friend that his 

union to an Austrian was consistent with Nazi principles. 

The marriage was performed by von Yeiater'a intimate 

friend, Father Schulte, the "Flying Priest" , who was in 

the Ge1'111&11 Air Force in the last war and was grounded 

by C&ll&da in 1939. Von Keister is a godson of Kaiser 

Wilhelm II, and hh aother waa in recent years on friendly 

terma with the monarch and the Empress Hermine . Until 

recently, Yrs. von Keister has received a pension froa 

the German governaent, a pension which the Nazi government 

aa a special aark of favor , continued to pay although she 

resided in S.ltserland. 
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F. 'I. von Me liter ha.a oul that.ed man;y fr lends in 

the United States. The;y are of two principal classes: 

Germans and industrialists. Among his suspect German 

friends or aoquaintancea, ia Werner von Clemm pro-Nazi. , '· 
who hae reoentl;y been indicted for diapoaing of German 

~litar;r loot in the United Statea. Von Meiater's in­

dustrialht friende included airpla.ne manufacturers, ahip­

buildera, aut~otive engineera, &rmJ and nav;y officera, 

a high ranking weather bureau head, and other persona 

capable of affording ~ valuable information of strategic 

importance. Documentary evidenoe disoloees that he used 

his friendship with an industrialist (who later had a high 

plaoe in 01114) to aecure for and tran111ii to Gel'llllll,T, confidential 

metallurgioal intoraation. 

He has been host to a nuaber of German j~duatrialiats 

who viaited in the United States, One of the aore important 

of theae was a young aan named Dornier, eon of the manu­

facturer of German wa.r-planee. This man he received in 

1940 and gave the use of his apartment, introducing him into 

the aircraft indu1 try with a request that he be shown its 

operations, 
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loa •later ._ •• lattnetlll 1a lfttb -..1 .. 

and aotlll &I ac•t for a leUda a~a o VIIJ 1a 

the puroba11 1114 dtll'fll'J of aa abplaae, uaiq hb «*l 

credit for Oil' tab expeuu of the pll,!!t. hrthlt'Mrl, 

one Bel'UJIII Sohroth: duoribtd ;; ~on .Mehter aa an 

aoqll&btance of lo~~g atandbg, •• iapriaoned b7 the 

gonl'JIIIant of Bollrla 1A an anti-laai purge , tor the 

mauggliag into that oouat1'7 of aubatantial quantitiea of 

araa and .._unitlon &Dd for the olandeatine operation of 

a radio station. 

Von ~1itll', on more than one oooaaion, aaaiated 

the immigration and location of German aliena. One man 

named IWm waa emplo7ed b7 Or.alld at hia direction and on 

the 1uggeation of the German ooniUl for Hew York: thia 

man'• aei'Yloe• to the corporation were ao unaatiafactor7 

that offloial1 at the plant oalled hia in, after a ahort 

tillle, to gin hia inati'Uotiona. Oulid filea ahow that 

his oitisealhip YiiWa were eo objectionable that the plant 

officiala dl10harged hia deepite the oiroumetancea under 

which he waa .. plo7ed. 
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operate a plulo Be llaa aoaaa a Fall'llalll~ tllloll 

11 adapte4 te allll Mat aaltable for avlal photopapbf. 

Hie oorr .. poa4aee !aaloat11 that he haa ezperiamt.a 

in the avlal photopoaphf fiela. Be hu encowoagea 

an aeeooiate of hie to flJ and haa per.!tted a long 

ail' junket 'bJ thia &IIOOiah in &1'1&1 ha'fing nlalrOUI 

defenae plaata. Yon Meiater haa a higblJ ••neitiYe 

lhort waTt r1o11TV in hie ap&l'taent. 

Von Kthhr &Dd hia failJ haYI large financial 

interuta in Switavland, if not in G.I'II&I1J itself. He 

wae actiYI in attampting to induce Congress to pass 

legialation to r1leaae heliua to Gel'm&DT• 

. . 

He waa oharaoteriaed bJ a foraer employee, 1o1m Cueell, 

u pro-laai. 

Von Ktilter and hia couain, Wilhela Yon Bath, were 

auapended bJ the Tre&l111'7 on January 13, 1942. 

irich Schodv 

i typical •1 econd-line" executiYe, Schoder came to 

the United States under an I. G. Fuben employment contract, 
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and •• aaa1gu4 to the poait1on of engineer at the 

Agfa plant in Blngh!Bton, 1D Sept .. ber 1981, and later 

transferred to head the technical work at the 435 Ieet 

55th Street tilm plant in New York C1t7. J.n Ullllaturalhed 

alien, he etated to the Treaaury ·Repreaentative that he 

was "still working for I . G. Farben•. Suspended by 

the management of G. i . F. because of suspected espionage 

activity, the aubject of F. B. I. , MaTT Intelligence, and 

other innatigationa, Schoder was told b7 his superiors 

t o "just stay home until this blowa ovar", and baa 

recently baen reemployed at the Binghamton, New York 

plant without the knowledge or consent of the Treasury 

Department auperviaors. 

VI • The "New Man ag lllll&n t •. 

On January 1, 1933 the downtown law firm of Breed, 

J.bbott and Morgan first accepted an annual retainer from 

General Wine and Fila Corporation, in the Sllm of $6,000 

per annum. The increasing share of the f il'lll in the 

corporate affaire ia marked by the placing of Hugh Williamson, 

former partner of the firm, in an executive capacity with 

the corporation and the election of Kr. Breed to the Board 

/ 
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of Diuotora 1a 1939. B, 19U, legal r. .. aooruiDg 

direotq to Bnl4, Abbott &ad Morcu reaohed the amoUDt 

of neul7 $225,000. '!'here t.Pe IUDJ illdioatione that 

Breed, Abbott and Morgan han been largelf ruponeible 

for the aeleotion of the "independent" Aaerican directora 

eleoted to the Board late in 1941. 

It h alaoat atartlillg to find that in the nn 

personnel thus eltT&ted to the Board, there is not a 

single individual with experience in &111 of the highlf 

teohnioal fielda of operations covered b7 the properties 

of General Anilille and Film. Illustrious "names" elected 

include: William L. Bullitt, diplomat; John B. Mack, 

lawrer and former judge; and Ralph Budd, well-known 

ill tranaportation, '!'he other nn aembera are Nelson 

S. Talbott, of Dqton, Ohio, John G. Baragwanath, of New 

York CitT, Robert L. Stenns, of Hoboken, New Jerae7, and 

Charlu L. JoC.en of Poughkeepsie, New York. bide fr<a 

D. A. Sohaita, depoaed president, and Rudolph Huts, vice­

president auapended bf freaaur1 order, the remaining membera 

of the board, who might be claeaed aa "holdovers" are 

Hugh s. WilliamiOn, William C. Breed and Walter H. Bennet t , 

Regraded Unclassified



.. : .• ,.. uu.. ... .,. ....... t. 
sine lllllift'· IIIIU~ttf··at uu....,.Uou ot pveoMl 

pia, t...s.& .... JOlitloll IV&t'lf 11D4111f OOOilPJ 

tho .. _..,n•t, fU'\iollluq 1a Yin of tho aooa 

for priMPJ r.tt•ticna 117. upvt uoouthu to utter a of 

oporr.t1oa aad proaaotioa. 

'ho b41ri4ula 1a tllo an MUgiUDt duene apeol&l 

att•t1oa, the tint booauao of hh n•lul poaitiOD 1.1111 

the aeooad beor.a.,. of hia 4o foote oo11trol of oorponh 

atfaira, aubjeot to Breed, Abbott and Morgan. 

1. Jolla I, Kr.ok. 

lqe Kaok, aelt-ltfllcl "oountl'1 la111er", haa had 

ao ooauot1oa of u:t k1llll with, or experiuoe ia, the 

ohtmor.l laauV,. ~ Ootobv Sl, 19U he waa uaed u 

h11la.at of G..•r.l .biliao ...a i'U. Corporatio11 at a 

ar.lu7 of tiO,OOO per r-• 1 ooDaidvablo portio11 of 

hie tiM b .,.t 1a the prbate practioo of law ill ua 

bout Povpteepale. Ia faot, luds• Jlaok'• flllilial'it,-

with tho affaire of the oorporatloD il ao alight that ho 

atatecl to a fre&IUI'1 repreaentatiTe, after two and one-halt 

~Dtha aa Proaiclat, that ho did not know i'. W. Ton Kebtv, 

auapendo4 head of ou of tho corporation 
1 

• three clhiaidla. 
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IIIII• ._ .._ nt....a 1a e.,.e.,..a .... to t11e 

•laiJb&Ua et I. &. lv'bn•, laae eald that he lataae 

to ub u I• eUaall ae polllble, laae told a pl.&at 

II&IIIIIP that the fli1U1117 ua woul4 be •out• 1a a lhort 

tiae ucl that little att•Uon lhoulcl be paicl to th•, 

ud baa ealcl that the UJl napqcled bf the !reaiiUI'J 

woulcl be lhortlJ reia.tatecl. He aeleotecl ae hia 

oollficluUal eeoret&rJ a 701111g an uaecl Ogbn llemo...a, lr., 

who •e n~p~llllecl bJ the Dlpartunt of State for OOJliOPtbg 

with the laai L1lf Steill, aince conTioted of eapioll&ge. 

1'he '.rre&IUI'f Dlpartuat clil'lcted that Mr. Ba.wncl be 

cliaia11d frCII hie poaitlon 11nral w11kl ago. 

2. •gh s. Wllllauoa. 

llr. Wlllluuon ia a aaber of the Board, Yioe-flouidaat 

aacl !reaaur• of the corporation. He n1 until 1989 a 

pvtaer of a.eecl, J.bbott ud .Morgu apeoialbbg ill court 

litlptloa. Be tirat oae to the 11peoial notice of 

. a. ..... I. G. ucl Aaviou I. G. ill 1936, who he aucoe~•tullT 

proaeoutecl patent litigation for the Uayte Corporation, 

a precleo11aor of Plaakon Corporation. He later appeared 

for and oouneellecl the ooap&n~'• witneaaea in the inTeatiga­

tion concluotecl bT the SiC ill 1938 tor the purpo•• of 
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so. 

eatablllhLI& the taota aa to owaerlbip ..a ooatrol ot 

.Aaeriou I. G. Chaaical Corporatioa. !he ianatlptioa 

wae notabq waauoouetul. Jlr. wr li•aon •• "leot.a 
""" f .- * 

b;r I. G. !:..·c6a'"'"fo"ll&lte jourae;ra to Switserlud duriDg . 
1940, ia u att•pt to arruge protection ot the toreip. 

interuta here during the then impendiDg ar ud he baa 

since been ia frequent oOPPU•Icatioa with I. G, Cheaio/I.G • . 
Farben otfioiala. 

Mr. Wllliuaon baa had little or no backgroWld in tho 

chemical iaduatr;r, nor baa h had experience •• an 

execut1Te ia anr line. 
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TREASURY DEPARTMENT 267 
INTER.OFFICE COMMUNICATION 

oAn February 13, 1942 
Secretary l.!orgenthau 
Mr . White 

Subject : Status ot Stabilization and Gold Purchase 
Agreement s . 

1 . Stabilization Agreements in Operation 
Date Amount 

Signed Expires Commitment Outstanding 
7/15/37 7/15/42 $60,000,000 $ 3, 000,000 
7/14/37 6/30/42 50, 000,000 19,112,500 
4/ 1/41 6/30/42 50,000,000 None 

Collateral 
$ 3,072,500 gold 
19,379, 000 gold • 
None required 

2 . Stabilization Agreements Concluded but 
not yet Ratified 

\tina 1/l/41 l/30/4l g/$50, 000 , 000 None None required 
11/l/41 1/30/43 $40, 000, 000 None None r equired 

Dated 
10/10/41 
1/ 3/42 

3 . Gold 
Delivery 

by 

4/8/42 
7/2/42 

Purchase Agreements 
Commitment Gold still 

to buy undelivered 
$31,605,000 $11,866,000 
$21,070,000 21,070, 000 

Advance still 
outstanding 

$ 9,803,000 21 
20,000,000 

s agreement also provides tor sale to Brazil of up to $60, 000,000 
eOld, ot whi ch $29 , 465, 000 has been sold . 

informed agreement can be revived on rati fication . 

ginal advance was $30, 000 , 000 . 
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TH& !kCR£TARY Ofl STAn: 

WMHINOTOH 

February 13, 19~ 

Dear Yr . Secretary: 

I have just received your letter or February 

thirteenth enclosing a copy of a report on o-.>.r expor ts 

to some selected countries during the wee~ ending 

January 31 , 1942 , for wb1eb I thank you . 

Sincerely yours , 

The Honorable 

Henry Worgentbau, Jr., 

Secret ary of the Treasury . 
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Fobru&r7 1), 1942. 

111' rr.cMI'1ck Phlllipe telephoned llr. Wb1 te this 
att.a'MGD. lie atat ed that he had eOIIIIIWiicated to hie ....,...adol' the intonoatJ.on received .tl'OII 11r. Wb1 te u 
1o t.ba Preai <*lt1 a r ep]J 1o Secrct&rf lloraenthau on the 
•\WI' of t ile Bri\iob tak&-oute or lEOO aillion. 
Pldllipo aa14 that tbe .bobauador .Ubecl 1o han \be 
PNai.,_,\' a reply in lll'iting. Re etat.ci that the reply 
ooald be ••t eitt.er dil'~et.l,y to the '-bueador or to 
ldaalt 1o tl'aMid t to tbe Aabuaador. 

)lr, 'lhite told Sir Frederick he would c-mcate 
t ile requaa t w tbe Secret&r7. 

279 

• 
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TO 

Subjeotl lblp~~eat or Plu .. to lll'i Ueb rorou 

1. In tbe week ending rebruar.r 10, a 
total or 99 plan .. or all t)'l)ea (95 ooabat 
planee) were ebipped to Br1tieb torcae. 
lOre than balt or tbe total (52) went to 
tbe United 11n~oa. 

2. In contraet to laet 7ear, when 
boabere predoa1natad, the trend eo tar in 
19~2 baa been tor tbe bulk or the eb1paente 
to tbe United lingdoa to oonaht or pureult 
pliUiee. 

J. It 11 obY1oua t hat tbe Br1tiab 
resar4 tbe Bell Alracobra and the lortb 
Aaenoan lll .. tang tighter• ae better than 
tbe OIU'the I1U7haek . The Alracobrae and 
••tange are all eent to England, eblle 
the l1tt7bawke are aent to t ba k1d4le &aet. 
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Tsbh A - Shipments by Area 281 

Week TotAl Shi pped Total Shipped Ending in 1942 since Feb .10 . 19112 to dste J•n. 1.19111 

J..1~~:ht and medium bombere 0 1 1,12~ Heavy bombe re · 0 0 10 Naval patrol bomber s 
4§ 

} 105 Pursuit 111 422 Army Cooperation 0 13 44 
Trs lners ___Q ___Q ...z! 

Total to the United I<lngdom 52 128 1,824 

Llgbt and medium bombers 20 82 1112 
Heavy bombe ra 0 0 5 Pureu1t 9 132 980 
Anay Cooperl!lt 1on 0 0 0 
l'rdners ___Q __ 8 !.5Q 
Tot~l t o t he Middle Eeet 29 222 1,547 

1..1~~:ht and medium bombers 0 0 95 
Nevill patrol bomber s 0 0 27 
Pursuit 0 0 168 
Trs1ners ___Q ___Q 105 

Total to Pacific Forces 0 0 

13 17 61 
___Q ___Q ~ 

13 17 

l..lvht and medium bombers 0 1 55 
NavAl pt~t rol bombers 0 11 19 
Purau1 t 1 28 70 
Tratne r e 4 1?4 L.m 

Total to Cant~d1an Forces 5 164 1 ,442 

1..1vbt and medium bombers 36 
101 1, 748 

Heavy bombers 0 109 
NAvel pst ro1 bombers 3 14 151 
Pursui t 59 271 1,6~z 
Army CooperAti on 0 13 

L.5.Zl Tralnera __!! ill 
Tot al a 99 531 5, 'HII 
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Table B - Sbtpmente by Typee 

Sell AiriiCobra 

Boeing B-17 
Boston III 

Brewster Buttalo 

Cessna T-50 

lleelt 
Ending 

Feb.10,19112 

9 

0 
13 

0 

0 

Consolidated Catalina 3 
L.B.30 (B-24) 0 

Liberator I (B-24A) o 
L1beretor II(B-248) o 

K1ttyhawk 
Tomahawk 

Bost on I 
Boston II 
Boston III 

lenn Y•rt1n BAltimore 
Me ryland 

Grumman Mertlet II 

Lockheed Hudson I 
Hudson III 
Hudson I V 
Hudson V 

10 
0 

0 
0 
0 

0 

20 
0 

0 

0 
0 
0 
0 

North American H.arverd II II 
Mustang llo 

P1tca1rn A~~1ro 0 

S1koreky Chesapeake 0 

Stlnson-049 0 

Grand Total - Al l Types 99 

Total Sb1pped 
1n 19112 
to date 

9 

0 
lJ 

0 

86 

111 
0 
0 
0 

11>2 
0 

0 
0 
II 

5 
8? 

0 

5 
0 
l 
0 
1 

46 
95 

0 

0 

8 

531 

282 
TotAl Sb1p:ped 

since 
Jan. 1.19111 

163 

20 
52 

168 

634 

151 
6 

19 
64 

544 
593 

1 
81 

443 

27 

150 
150 

116 

1 
352 

70 
398 

943 
175 

5 

50 
1? 
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fable C - Plane 8b1peenh to tbe Brlthh b7 w .. t. 

L1pt an4 llaY.U 
WMII: ...Uu a •• .,. patrol u.,. 

h'd bwbtn bowbtr• lMbtrt Purn1t CocpRtrat1on Trauen !oS•l 

W-*lrA'""P ., lblr--.. 
lal,. :)2 2 ' 27 1 28 92 

·-·l 2~ 0 5 ~ 
~ 

~~ 1~ ,....., 1 ,1 
~ 0 2 0 

ifii! 
0 0 14 0 6o 82 

~. 
0 1 100 ~ 11 1~~ 0 

~ 10 
-lL --Si -lL __!... __; 

S.-.1 tf!lll I ••• 
:JrJ,t.~ 1, 1,7'8 109 151 • 1.~ 1,5n 5.:)11 
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUN ICATION 

o•••Februa~y 13, 1942 
<O Mr. White 

Mr. rrledan 

SubJect: Dlgest or report or Mr. Fox to the secretary or the 
Treasury on the Btabi1i~ation Board or China, 

1. 

2. 

3· 

4. 

5· 

6. 

Ur. Fox outli nes briefly the hla t ory or the Board since it 
began operation on August 13, 1941. 

or the 170 million and ~5 million originally available to 
the Board, l t had spent by Deoeaber 1, 1941 about $15 slllion 
and 1.2 milllon. At tlrst the llajor por t i on went to Sbanghal 
but ainoe November 1 about 12 million per aontb have been 
granted t o Free China, especially through Xunmlng. 

The Board baa used every precaution possible to see that the 
exchange granted was most ertectively employed. In Kunming 
a nd Chungking letters or guarantee are required t rom eppli­
Oilnte. 

The Board has been c rl t \zed t rom tlme to t ime -- in Shanghai 
tor lack ot generosity and, in Chungking, t or deal ing too 
extravagantly ... 1th Shanghai. 

The Minister or Communi cations has submitted to the General­
issi mo the suggestion that a bond isaue be guaranteed by the 
Stabilization Board i n order to inaplre confidence 1n the 
bond iuue. 

The Oenerallesimo and Dr. Kung have expres sed dlssa t ist action 
wltb the April let Agree1110nt . They we re especially dlspleaeed 
with the t act that the Agreement could be rescinded by tbe 
Secretary or the Treasury on one aonth's notice while similar 
opportunity was not accorded t o China. The euggeetion le 
given that i t a loan is made to China advantage should be 
taken or the occasion to modify the t erms ot the Agreement , 

The Board' s prinoipa l aotivity at present ls the considera­
tion ot exchange applicat ions t hrough Chungking and Kunmlng. 
These are limit ed by the r acilitles or the Burma Road but 
opportunities may develop tor bringing imports through Russia 
and the Northwest. 

Regraded Unclassified



fo: fha Seoreta17 ot the fre&alr:J' 

from: A. .II, Fox 

SubJect: Tba StabU1zat1 on Board of Chioa 

Februar7 1, 1942 285 

~y return to t he Uni ted Stat es preaeota an opport unity for 
8 

report on the !:ltab1liza tion Board of Chioa. Arraogements for my return 

were made eo hurriedly that there was no time tor preparing such a 

r eport be for e leaVing Chioa , aod such belie material rsgardif!g t he 

Board sod ita operations as I have with .,. are in m:/ case which haa 

be eo seal ad by t he Ceoaor. I 4o not, therefore, have at my disposal 

so1 aOW"ce material tor reference. The report must necessaril¥ be 

brief end in general terms. 

The Stabilization Board ot China baa beeo 1o operation about 

five and a half montha. The Board was alow in organizing officiall7, 

holding ita first offici a l meeting on August 13th, 1941, a little 

over two months att ar the three Chinese members and the American 

member began holding informal contereooea in Chungking, China. This 

was due to the delay in appointing the Britiab member and the appar­

ent hesitancy of the Chinese memben to organ iu otticia117 until 

the tl>.ll Boar d was constituted. The re baa been e van greater dela7 

in the appointment of the al temate -bera. The British alternate 

was appointed early in December, and t he e lteroate to the Chairman 

has cot yet been selected. Two of the altercate members, Drs. Taylor 

and Lin, were not able to get out ot Hongll:ong when the War broll:e out 

on December 8th, Dr. Taylor had returned to Honglcoog from Kuoming 

on December 6th , and was to tall: e the Clipper tor the United Ste tea 

on December l Oth. Dr. Lin was to lea ve by plane Monday nigh t December 

Stb t or his poet in Kunmiog , China. As both Dr a. Taylor and Lin were 

stationed io Kunaiog, a critical situation wea created b7 their in­

abUi t¥ to leave lloogl:ong. !o 11eet this ai t u.etion, th e General Sao-
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rebq, Dr. D1 Mt l, Jl'oeM&e& to ••'•• ul •••' tM lallt t1ro 

neu u DH••• a.n, ....,1M1&Uc ut •tr•.ua-llle aaat ar:toa. 
ot 1ao fo,ooo.ooo v. a. &oUan, u& e,ooo,ooo , ... ._ .,.,.11 .. 

ortatuut a'1'01l-'J.o to tllo Bout, 1t llo4 apaat 117 Deo•llor 1, lKl, 

ab011t U. 8. tl6o000,000 aat 1,000,000 pouta atorl1os. If the az­

ohao&t aoqu1ra4 117 8baacba1 llaaka frca otllar aOilrtaa bad. btto ual 

to otf .. t appUoaUoaa to tile Board trw azallaoca, tllaaa ficu'oa 

would ba reboot. !M anot •OILDt will oot ba toowo utU a oca­

plate all41t luao lito a ••••, 1f tho a, blat the uOILDt d.ua to tile Board 

11 proballl7 l~ flit the applioatioaa. lot firat, the •Jor prwtioa 

not to ShaJII)Ia1, 'IMlt o1DD a loY•ber abov.t z .tll1oo tJ. s. tollan 

per aootll haYa btu sraotat to Jlott CIU~a, 

!bt Boart ha • v.aat ner7 )OII'toav.U.oo pouillle to ••• t11a t the 

uohaop sru tot no •oat affaoUnl7 aaplo,at. lD ICo.Daio& ant 

Chun&kiDI lattara ot pennttt are raqv.irat froa applioaota, emphaaia 

bein& la14 OD tlla tolloriDI UODl'IIIOto: 

1. !hat truoportat1oo OYer the Buru Real hila btan arran&t4 

z. !luat the part101llar prOdll.ot WOG14 not bt .. u d azorllitut 

prioa, but wolll4 bo lltaol oa ooau plua a rauooable profit. 

a. !hat aoh azthu&• aa na not uatd. for the purpo.a appliat 

tor woul4 bt naolt to tilt Board. at tba offi ohl rate a • 

In oov.oaaUoa wl.tll ShU&ha1 the Boar4 finall7 tnelope4 a new 

teohoiqua 117 ooaot1at1DI with rapreaeot .. 1Yta of each 1n4uetrJ, or 

grOQp appl71q for azollall ga, and. Jointl7 worte4 011t the oond.i Uona 

11.114ar wbioh tbt uabaap na to bt o!faDh4. !hie o<apelle4 eaoh II'OilP 

to etu47 ita uiiQal raqv.tr••nta for toretsn axohao&• and. to ••tt 
a aobadala of ita •1A1_. oaad.a. laoh &roup waa raqllire4 to paru­

tu that it wolllt oot teal w1-. II'DilPO ao. a utareata nra tu.ioal 
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to Ch iD&; tba t U • Gill4 IDtlp ita )lrio .. d a raaao~~a'"la 

u leTal, aatiac 
anilablo to tho Slu!aet!!e t pablS. a 'IOluo ot coo4o ot aut equal 

to tbo t for • bioi!. •Uboa p no boiac craato4~ and that the arraop. 

manti would bo r ooz:aata od attar throo - tour - aolltba to •to oarhi n 

the oondi tiona woro botn• complied with. 1 
a n tbh wa7 the Boerd wee 

able to control tho outflow ot ita fundi , but oeolor cooapela the ad­

miaaion tbo t abua ea did ariaa and at !8othe means ware not alwa78 

inatrument eJ. in obec lriDC aaob abua ••. But the proo a dura in connection 

Oith Sbanchai waa Slffic1entl7 illlproTed to warrant the atat••nt that 

the tun4a were effeat1Tel7 emplo1ad, aDd .. ob thereof tor econoaic 

warfare. 

'l'ba Board has been criticiaad troa tilllO to tilllO, in Shanghai 

tor laalc of genaroai 1;J , and in Obunglcinc f or dealing too 

w1 th Shanl!bai. !he Board was confronted with the peculiar situation 

of having lll&n7 CbunglcinC offici ala, at one and t he Blllle time, criti­

ciae the -Boerd for ita contillWlnae in aupporting :;banghlli and mani­

festing aonc em onr the ·low lanl 11biob th e Chinese dollar reached 

in Shanghai. !he Board rarel7 on11 sa'~'e out atetaent s to the preu, 

or at tempted to Mot crit 1o i• ar r~U~ora in an7 otha r W&7· On the 

whole the Board 'a e f forts to control t he black Drlcet in exchange were 

reaaonablr IUOceaatul and the favorable r eaction toward the Board , 
far exceeded the negatiTe opillion of the Board. Recentlr the 

~iniater of Co~nioetiooa submi tted to the Oeneraliasilllo at a plan 

for a Chi ne ae bond taaue . '!'hiS oontetned the auggaati on that to 

insp ire oontidance in the issue the booda should be guaranteed b7 

the Stabilization Board. 'l'bis oontidanoe in t he Boerd is fairlr 

wideepread and baa bean a l!l!ltter of gradual groortb. 

fo the Boa rd' s credit too it auat be pointed out tha t t he pr &l-

tige of the .foreign .&xcll.ange Cont rol Comaiuion has decli""d ;" that of 
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Botll -sao 1 .. were orodol u a 

re1111U ot Ula .f.pll 1, lMl ••-t ul tho AJII'1l &&, uu, n­

ohange ot laUIII'-J w ~ Boa~, 'bela& .. at pol tho tan ot loottac 

after exolaqo for o-.:ro1al n .. ll; to tho C-111ion , exohanao to:r 

so .. ernment aseaoioa. I\ 11 aeaa:rallJ aaraed that the COIIUD1ae1on with 

ita etaff of 200 hal beiD a aotll'oe of auob irritation and dalaJ. 

One asenoJ would .. rn Chiu •or• effeotlnl.J th111 do two at J)rueat. 

Botb tha Gonorallaalao ed tho 14D4!1 ba'fe u:pr .. eed dlaeeUafaotloa 

wlt b \hi -.r••eat, olalal~ tbat tbe \lru were too one-aided and 

aaacted of a oolonlal aareeMnt. !ho7 were .. peole ll.7 diapleued • 

the taot tbat the a~~re•eat oould be r .. oinded bJ the SecretarJ of tba 

! reaaur1 of the United States on one mootb 'a notioe and a aial.lar 

opportv.ni t7 no not aooorded to China, 

Tbe Board'o pr1 noipal aoti'fi u .. now are lialted to the OOIQIJLCII'I'•," 

ation of exohana• application• tbrouab Clmnlrking and Xnnlling. !hue 

bave bean inora .. ing in naaber and uou.nt latalJ but are neoel8arilJ 

l1a1tad bJ tile tronoportaUon feo111t1eo of the Bu.nla 1!~. Oppor­

tunit118 •1 dnelop tor br1~ng taportl tbrauah Ru111a and tbl 

l <rtbw .. t. AM 'before I lett Clmngting there waa aaae expeotattoo 

of beiDa able to ioore .. e the •-ot of goo41 augghd ou.t of Shaq­

bai into h'M China. 

!be IQS&aotioo bel bean •de that ainoa the i•porto into ChUla 

Will for ao•• u .. be ftJ7 -11, it atsbt ba deal reble to l1qu14ata 

tbe Stab111&at1on hod, lloat people in China, bowner, would rather 

aee tile Board otrtaathtlled baoau .. of the growiog aonftdcoe !:it~ 
Board s and the 1noraai1D« belief tba\ lt na.ld ba the but T o e 
to wbiob to Ue a bond 1oou, and to proT14a fer ita •ortiutioo. 

If 1 •- .... ba .. u to China U would ae• daalrabla to 
• oan """ - W141 11 the wno of tho Stabiltsa-tate ad'f&nt.aa of the oeouion to b d1ll1ked bJ the Chioaae 

tion Agre•• n. file toat11.rao 'IIIlo are 0 Boerl '• ILDh 
Autpritlao oould be ollalna •' orat:~~{t:! •,.:tob a uw bond 1oao inora .. ed to ••t ar•atar reopoa 
coUld iapoae an4 .-•:rall7 to otreagtllen it • 
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FEB 13 1942 

D. • · l!ell 

Retorrin, to telephonic convor eation, will you pl ca•o ocnd the !ollowins 

· to tile ! ·• .... ,·c; '--bus':', C"'··~'-'·· ::._ ... c. .. ......_.. • -~· China . 

(1} ~.,, !:~TY De?art:;ent hal rece1Yed a cable ! ro:l the ~n.vr.l 

Au:w• , Ci'1n"&dn&, ~Gat hie bill o! ·~• .IIU.Id. n.ce::Cer 30 

e.n~ :Utuil.a :ra&SlL-:; ehec.:c or Ja;muy ~ vere re~u.rnet! ! rcc ~r ..... go?~ 

~th toe 1Ator.cat1on t4at ~~ ~atio~ Citr ~~ ~-•r• ~ refused 

to pu:chaoe t t ..,. 'i'r tUUli' u.nderauz:do 1 a-ry l)r,>art:>ont co=lni-

co.ti1140 with Attache re;:erdiu;,: bUl ot 1~1. ~o tr.c1l1to.te the 

nesot1at 1on ot checka draw on t he ~rec.1urer o! t he i,;nited St ntea 

tAo !olloviQG ' r ocedure ie a~eoted. 

(2) ill u. s. clollu chee.:e drr.vn oa t tt ~:e::..eurer c~ t~ 

c.ato or cuc.c. 

!!=buq will careful!.¥ vor i!:r c~ec:.co t6Pinot Hot eM. ~rloe 

t t •PD?treto o=oact of che~• 
:reaaury ~ wire teroU&b s t a te Depar oen -<G' o 

~on r eceipt ot t~• adYice ~ren•ur)· vill effect 
delher ed ~ be11J<, v,. 

t 0~ ;e~trr~ 3c~• or ~na 
cred1\ 1A correiJ)o:ui1D.~;. a:l.O'.:.:a. t g e.ccO'J.D • 
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1 2 r -.u ~annn o--..u 11M ., 0111aa "' .... .u 

pelll."- Mulhll Ia U.Ut1oaUoa f1l PIIFM 0114 inea1alac 

....UU- f1l ftiW'mmh. !be O•iral B8lllt ot Oh1Aa IIIOG14 -.. 

4Gne .....,.. m toUowo1 ~io Poq \o \ho oi'Aar ot \ho orr....,..or 

ot \1M Val MI. lltaioo tor CH41i ot oa.r uooW>t 'IIi \h \ho ~'Koral 

a- ... f1l 1.., Tol'lt. Bipo4 Cootrlll Do.lllt ot OlWia. 'O'II.quto. 

tr_,- 1IU1 1Mk \o .....,.. oooq tor V...W. C~W"Uit Wl4or bwo oppli­

MIIlolaCMu. 

io !I'll- f1l OIUW Siatoo, Yub1Jocioll, ao prol!p\lt ao pooaiblo 

liJ ..toot _. ...Ual>lo. Socllll4 cow ot liat ahoulcl follow 1>1 

oopvah oan1or ai oarlioot poaaiblo Aato. !b1r4 capy IIIOQ].d bo 

(3) -.wq ohoul4 ul<e no arr....,..onh tor inour&llCo ao obip­

-•• wUl 'Ill ocnro4 1>1 Ocrnrnaont Lo•••• in Sbipaont .~Pi. 

( .. ) moe O.inl Jalt ot ChiDe, em'""""'• 1o horo'bJ' 4oos.n&io4 

• ~'P7 ., pUUo -·· ot the 01Uio4 statoa in or4or to CGZrT 

.u \M acaull o aaU1n.o4 ill ibio tolocr•· 

(5) Pl- e4noo 0011trlll ]!oDit ot Ch1n.a, laYIIl J.itacho "'4 

o\Mr v. 1. Qftamvi ott1o111la lliPPraprlato porh horoot. 

(6) to 111a1a1aa -bor ot ohaoka 4ravn on !r..Wror of '0'11.1to4 

ltaho, _.,, yoo. eAdao Uoburaift& otticoro that thoy ahOGl.d 

oalllo .ua p tlla1r rupeoUn Aop ... tauta \hotr loolll ourronq ro­

tl'hmmta. urw-h v1U \hall bo u.4o to o4Y&noo dollar cro41ta 

to O.Ual ..- f1l CIWia illrOII&h Jo4,erlll a .. •"' 1laDlt of !lew Tori<. • 
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file Jl!ll z' .. , IIP"N tile l••lr'"'· - .,...,. ~ ... 1a ~ 

... ~ 'he laeUU\1_. -talael 1a Wo Mlepa obGQU q Lool..,.... 1a ~ 

acCGW1h u •.,.ra•• U• t• 'WI.a& fr1UUJ7 1a oocor4uoe soo. T~, J'oreSca 

StrTiCI Ropl&U_., 

Mr. Lino~, 

Will )'ou pl ... • ban lbe ~~ppropdah parh ct \bio ••••ac• rep.,.h4 to 

\he Ooo.tulu Ottloeo 1a Cb1Da wiih tbo illtoraatioo. that ohectt u""" on the 

TreUUl'er ct tho uaul4 8\atoo oao. be necot1atl4 tln'oucb the oeo.trel :Bact ct Oblaa. 
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Fe brWI ry 13, 1942 

r:cc ' c:l. e p .m. 

/,!.El.B/,SSY 

CY.lfl!Gl~H! (CHDTA) VIA i . n. 
9C 

Cr t . !!tws p:>pt r3 thrcu,:)lout the country hnvc 

rece!! t lr devotee ex t ended carr.ent to Chin:l , stress­

inc ~~-rticulcrl:: (1) C:oinn ' ~ p1votcl role 1r th£ 

strntec:: of the United ·!lations ; ( 2 ) C:tina •s succEssful 

Ch-.n:;aht: campaign ; (3) China ' e 11il1incnc s s to :>Ssist 

in the defense of area s outsid E of Chinn ; and ( 4 ) 

China ' s ~rnvcry an~ resourcefulness throu:hou t four 

and one- half years cf fichtin~ aaninst a bettEr 

cqui.,?Ed Ener::~· · "i':lt half billion dollar .:npro;>riction 

for finoncicl nic! to Cl.1nc h-s beer. Oi'!'l~ud tci by the 

, ress ~ s r-c r i tcc reco~nition of Chinn ' s cnllcnt 

stru~:;lt nne Chinn ' s s izniflc nnct to thE UnitEd Bst i ona , 

Prominence hns been civtn t o the f nvornblt o:nnions 

expressed by uEm".lers o f con:; rEss ond to the rEport 

of thE Y.ous c Com;-ittEE on Forcic;n Affairs in r1h1ch 

thE locn 1s described ~• :uoTE intendEd t o contribute 

tor~~rd the so:ne strEn:;t:unin:: within c:, ina of the 

structure of 
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• B-198, Ptbrunry 1}, B ~ .u . to Chun~in~ (Chin~) via F. .R. 

atruoturr or tcono~ic , fin~ncirl , end production 

mc~auru th!lt is btin.:; found ntctaanry within the 

United States for tht pursuit nnd ~inninc of thE 

wcr Ul!·:!UO~"l: . 

Two. 4"oll0t11n:; ore cxctrpta fro.: cd1tori:>l 

cCI!Inlnt: 

Christian SciencE ~onitor .VOTE F1aht1ng • • • 

for tr.tlr own surviv~l, the Chintat h:ve ~ttn 

drfrndi~ the frt£dom ~d inttrtata or all pcoplta 

who au~scribt to civilized ~tthoda or inaurin~ ~ht 

at curl ty· of nations . How it~por tc,nt this rtsist'lnct 

has bttn can bt mt~sured only na the pattern or 

thE wor unfolds . ThE rt art sor.:r who btl1tVE tilt 

Chintat front may develop a aignific~nct e~uQl 

to th~t of tht Russi:m, eaptcioll:y when the time 

coc:.ra foro (;rtat Allied orrrnaivt C,?inat thE 

J:-.pnntat terror in ita or cit:ldtla UJ:",UCTE . 

Philcdtl<hia 3ulltt1n ~UOTE It' Chin~' a nuda arE 

• 

met •• • its vast reservoir or m~npowtr ~: be 

dcciaivt in bc~tin( back the Japnntat in thE whole 

P~cif1o region. Financial support of Chlna is 

rrintorcrment for a vit"l spot in the defense of the 

tlnittd l:ations ur"WOT:O: . !lew York !It rald Tribunt The --
uouae 1 s 
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-3-198, Ptbrunry 1;., , C >.a. to Chuncl:itt<; (Ch1nll) win • · • · 

J!ouat ' • ~UO'l£ apnd:r :.-!ld apont~m:oua action undoubtcdl:r 

reflected cccur~ttl;r the recline or the Aacrieon 

:>[opll tow•rd thl:tr Chunzkint:; nlliu, end Aacric!l'l 

c.pprEc1nt ton of thc &nllnnt rour-yc:~r atrusclt ..af'__, 

tht Chintat in dEftnat of their homtlnnd ncoinat 

r.lmost insuptrcble odds in man ?OWlr , monty end 

cquipmt nt UN:tUCTE . l'en Yorl: 'l'iw:a •uo'l'E TheSE --- ---- ----- . 
credits '"ust bt converted 1.nto wen.,ona 11' tht;r ~rt 

to help Ch1n~ in htr etruccle • • • Every lovtr of 

Uberty oust hope rrom the bottOCI or h1a btnrt th:lt 

we will :::et t.'Hr£ with enouch htlp aoon enousb 

~UO'l"E. Clica;;o Daily !!!!.!. "lUOI:'E To' perm1 t Chinn 

to be bt'ltcn down woulc bc to surrendtr not only ll -vital wed<;£ in thE Jn? flonk but cleo one of our 

best basts for trrly offtnsivr operctions ~gninat 

t!ippon c.t homt Uli~UOTE . Houston , '1'1:xaa, Chronicle 

1UOTE •• • never hcs this covcrnment ~~t ~ loco which 

~111 be c~?lauded ~ore whole-htrrtcdly by the entire 

people then t!tt l'~'llf-b1111on dollar credit to Chine. 

Hh1ch 1a now :;oin.:; throuch tl'.t c onere ea1oncl :dll 

UN ,UO'l£ . 

Thrtt . Ple ,se •dvisc the Dtrc.r tment whether you 

conaidtr thct thE st~dinc to you of e1milnr aummarita 

ot press comment ct inttrv~la would aervt a uStful pur-

poet . 

FE : ilB ,t:J1;fl>i:S n: 
A-L 

?A/r. CI 

!lOLL 
(S\'1} 
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' 

TELEGRAM SENT 

GRAY 

FEbruary 131 1942 

Midnight 

From Harry WhitE as ChiEf or American Technical 

~lission . 

QUOTE. With rEfErencE to intcntion of Cuban 

GovernmEnt to obtain authorization to issue t~1rnty 

million ptsos of silvEr orrtifiootts, it might bE 

calltd to attEntion of Cuban GovErnment that our BurEaU 

of Engraving and Printing has rEcEivEd no rrqurst to 

preparE to print nEw notEs , and that thE BurEaU will 

bE less ablE to fill an order than it was two months 

ago. UNQUOTE . 

FD :FL:BUcB EO RA 

HULL 
(FL) 
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'lRl!ISWIO!! 

Fro" Banco Central de Reserva del Peru, Ll.m& 

To J'ederal Reoene l!anlc of Nn Yorlc, n ... York 

Oentle11en: 

'ie _,._ cou.~~~ our cabl e of the 6 tnot . rea41ng: 

"SlUPPll:G S~ ACOJCAGUA SCHL!liiJ:D TO SAIL U 
nBBUA!!Y C~SIGNED TO YCXJ 13 CAStS :sAl'~ OOIJ) 

'lfORrd $870 , 2li0 OCJ!A!: !!CIGII!' n:cwm» S~P PIZASE 
COVZR I!'SIT!'Al."CZ llOO!! !0 llOO!! AOU::ST ALL I!.IS:lS 
Al<"D CO!Il'I!W• 

c.nd t lwlk you for your reply : 

"YCXJR NUloll!ER 4 !!AVE CO'T"..i!ED ItrSURAl!ct SIJJWO::CT TO 
Ll!J l'l!ATIOUS ![(l'o'/ ni En£CT YCUR ACCOO!IT A:Jl RISK 
DOOR TO DOOR 12-l/2 ctl:TS PZR $100 UAR!l:E RISK $1. 25 
PER $100 l'IAR RISK SUllJECT TO ADJUSTU!ll"T IF S'!'EI\:JER 
DOES !lOT SAIL Ol! OR m:FOP.B 13th liEliRUAR:f" 

In t b.h connection , we are aendi nc you hore,1th the bill of 

ladinc, conoular 1Dvoice, and Hat of content. ond weights coveri!lf: 

B.C. B .• P. 1/13 
IIEII YORK 

to you. 

13 ca.eo containins ,old ~ra rer.recentins 
768.476000 lci loo f ine gold, 

lfo 111\lat infor.~~ you that thil cold h of JaFU••• or igin; it 

wao purchaood l:ir uo e.nd received i n Peru before Dece01ber 7 last. The 

United States EmbasSY wao informed of all t hio; furthermore , before 

makin& tho ahipment, our Uiniotor of F i nnnce, who attended t he Conference 

at Rio de Janeiro , i nformed llr. mtt t o , t he delegate of tb.e United Statea 

Trea•ury, of the matter , who atated , that inatJNCh a.a we had acquired 
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u4 ..... s..t -.14 1014 }11'101' \o Jlloeawr 1, we oool4 aport u r...~ 
\o \lae 0Ute4 1\aioo. 1a ad41Uoo, U. Ua1k4 ho\ol CCIIlftlau oi 

LiM 1100 lat-t lit' Ga of - OPiela of tlob col4 prior to \be Ml'\1f .... 

Uoa of U. oouular laToioo, oa4 \M Oollnloto oicM4 t1oo laToloo ~ 

oftn ba'rlac rooolft4 opoe!.&l. por.l.oo1oa lit' oa\le tr011 JuhiDc\oa io 4o 

••• 
Jo wgeo\ t.hot. 7w hol4 U.io col4 ill ouat.oq ill f1f1l' ,..., 

1U14 of oooano 700l ..-.111 aut.horbo4 t.o ..... u 1\ Dll4 ""117 1•= 
ual¥a1• 1f 7011 ohoal4 .... 1\ o4Tiooblo. 

lua • 
.A.T-K'fO 
CH. 

Jo bopo io rooohe 700ll' ropq IV o1r -.11, 0114 n-.111 

Tcrare • e\e. 
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hbru.zor 13. 19'12 

In repl7 refer \o 
17 8110.51 :rroaa Croi.Uo/52511 

!be leon'-" ot 5\Mo proooah hie ourplla&h 

' o 'Ia• llonoi'Ula \lie Seoret..,. of the !reUV)' ..,.. 

tna•1h bereodtla a oopJ, part of IOhiola 1t puc.­

pllrae ... , ot hlecr• no . IllS ot Job.,...,. ll, 191!2 to 

Jon, quouac tho ten of a noh ... linred on J•'brwll'l' 

ll, 19112 h \lie Sw1oo M1D1oilr ooooorlllnc tho pro'bl• 

1aftlY ... 'biV tho Swioo C)OY......,oat•o repro11otaUoo ot 

C)onou, Italian ..,.. JUJ.carlea iouroou 11>. tho ~Jnlhd 

S\aho, ,.... &lao --.rlolac aiaUar DOhl dol1nrod to 

tho IIWodlala M1al.atar ropr4lac tho repreoOAtatloo ot 

Jrw•Saa 1J>.leroah aa4 to the Bpaalala Aa'baaoador r ... 

~-- \lie rapraaOAtatloo of Japaaaoo latorooto. 

IDOlOIIVII 

!o Joro, no. 418 , 
le'bi'UAZ7 ll, 1942. 
wi\ la par ........ 

cowan:2-l~ -~----------~---~-
~-----~-
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••wiD! 

11 
' pertl .. ttl '"' \el .. 
P• _, 'IMI eloa~ · 

,.~ll,l~ 

I p.a. 
paraprue4 'IMitora 'IMilllc 
o..-ai .. ie4 to aqaaa. 

maar. 

lUI 

lliiDJO!D. !b.tn follow• \lot _. ot • "'' vldch vu Ulinn4 

011 r.Wua7 U, l~ to U. lvioo KWoter1 

1!ho l..,rot111r7 ttl S\o\o prettDh hit COIIpliaeDh to the 

aoaor&blo tho KWtter ot SVitaorl&Dd ao4 baa tho hoDor to ,._ 

for io \lui pro'bl• preiiD\14 "Qr iM ropreooDtatloD 'bt the Sw111 

GoY-\ ot U. 1llteruto 1ll tb.t OD1to4 stat11 of tho GoTorn-

•••• ttl o.tt•v. Ital.T and l~Ulpz-1a .,., tho Dteo111t7 ot tho 

llrioo ..... ,....., barlDC &e<>llt to 4ollor fl>AAt 1ll tho tl'l>ito4 

ltaioo 1ll or4or io eaahlo U to carrr od tho aU11 1apoto4 

wpoa li 'T ..ah roprot .. iotloD. 

II'IJII4ft DIIO"IUYI Orior Jo. 8389, .. •ao414, tho sn .. 

GoYoraaoD\ - ~ 1ll tiullolal trauaoUo111 1ll thio <>o1ll1t"7 

oD 'behalf ot the II throe GoY"""''"", or their natloll&lt, 01>17 

pur-i h 11o..... U ohonl4 'bo po1Dto4 out, alto , thot 1\ 

1a tho potiUoa ot \bit GoYorDIIoDt \hot thh control 1apon4 
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I fU, h~ U, l!tlle, I p.a. \o hl'll 

);)' ._.UYo Orter 'lo. 1319, u • ......,, QJ)lioo •• •raa...ntou 

hYolnac .U oooneaq '111>1 -. U!lo•Uo4 wi\11 ropuooa\oUYH 

ot ~ Mil IIOY_, bT tile roprooontaUYoo ot nooo thr11 

IIOY-oah ill ilia UDlhd. Statao, 11 wl\ 11 to lleZill: belcacoo 

'llhioh a\oD.A to ilia crod1\ ot tllooo tllroo IIOYer .. onte. It 11 u.­

pooto4, t llorotoro, ilia\ ilia Sv111 IAC&Uon vUl 4opooU pra;zptl.J' 

ill u IIJIP1'opr1a\o llaD.lr: :CCOilllt tho .,....rODOT wAich hu bo ... tvo.e4 

OYer to 1\ bT tlle otticial oo .. bUoiaonh 1.114 poroono.ol ot thaoo 

\lll'oo IIOY-IIlto, 

•!rho IIOYona.d ot tho ~He4 Statu 11 prepare! to taeU1-

tato vraacoaao.h io bo JU4e by tho Sv111 ~Til'JIIIont 10 illat tho 

Moo ~Yom. ... \ can obtain and u\111•• tho fuo.Ao nteoooar,r tor 

ito roproooo\a\1on of tho 1D.tarooto ot thooo throo OoYorDaonto 

la tile IJDl\M Sta\oo. !lmo, tho ~Ttrlllllnt ot tho UD1to4 States 

1o prtlpU'M to Ucnoo UDder Jtucutbo Order Jio, 8}89, u •on4o4, 

tile opnte& ot ...,OW>h bJ tho Svioo ~n:rmoont froa which !lm4o 

- M •-· and to Uoonoo vitb.-4ravalo troa tbooo o<><:<>'<lllh tor 

l!i)pNpriato npu4iw.r.o on 'bellalt ot thou throo ~YenlliODh. 

•u 1e aot ilia polic:r ot tho oonrnaollt ot tho UD1te4 Statoo 

to poNU tho uo ot exioUliC 'blool<o4 tUA4o of onoa:r r;o•ornsonto 

in thio oOUDtr:r tor oxpen41turoo on 'bohalt ot o1111h ODIIIT co•oru.­

aoah b tho ~itM statu. Thorotoro, tho oovor=ont ot tho 

~1te4 1\a\lo vUl not 'bo proparo4 to porait t ho tranotor to thooo 

aocounto ot exiotine 'b&Dk 'bolaaooo, ourrono:r, or other uooto 
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-)ofllu, ~ U, 19112, I p.a. te lien 

~Ue4 Ua••• 1o PftPM'M, ~-. \o feoUUate ~\a, 

Oil a I'MiPI'ooal bub, for aalclac r01l1U•oae to UUo 001111\-17 

•o ~ ha4e l.a \be ator••UoDe4 110001111h. 

oe.!• OoYer-~ bal el.ruq r•Ute4 fwlf.o to IIWUoerlaa4 

*ioll ..,. 4epoeHe4 l.a a Spec1el. Moo J'1'1110 .l.ceov.nt vl.~h ~ 

IWla• laUoaal JMI< 1A faYor ot ~he .!.aerie... L-\1011 a\ :Bem, 

fro. *ioll taa4e ..,. to lla W<q~pl1e4 ~o the Moe OoYenac~ for 

\be l.ater .. b of the lhlihd. S\atu u th1rd. C01111tr1ee. !ho 

Oo\'ena ... t of the lhl1 teA Statoo 1o prepared. to ocroo to .,. 

....,.._.,., llhore'b)' tho Swioo GoYorDIDoDt, when 1 t w1ohoo to 

pleoa taa4e l.a the eooOWih llhioh it oporatoo on bohel.f ot thloo 

..._ Oo\'an.aDtl l.a tho lhlite4 Sta~u, eoquiroo tho d.ollaro 

_ _, te d.o oo frca tho J'ad.trel. lleoorYI ll&ll.i< 1A IW Tort 1A 

...._, for ., eqaiYel.eAt crad.it t o tho Spao1&1 Srieo :rr..c 

.u•-• wUh ~ Sriu liaUow llaDl< 111 fanr ot the .Porlcao 

Leptloa •• :aera. 
"!he 1¥111 1(1D1etor 11 Ufotmed that dallar propooal• 

u.e "- u4o r el.aUDC to tho aYa1lall111t7 of tii.Ddo for u;;>ODdl­

taree 011 bahall of 00e:q coYol'DJionte whloh are not repreoon>ad 

1.a th1o cOWitry 'b7 tho Svl.u OoYirn&ont. Thill GoYOri:IIIIODh baYI 

"- l.atonoe4 ~t it 11 not t hl policy ot t d e Gonruaent to 

P4""'i' ~ ,.., of uiotiDC lllocl<ad fwlda of &nlll1 coYernMDto 
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l! fU. ··-I U. *- I p ... to ~I'll 

La We_,.., tor u;>ed1Wreo oa ......U of lllloll~ aw­

_,, La \lie hUed. Sh.\ee. !boo awon..,.to baYt 

.Ut tu4e tor nab PII'POH llbo!alcl be r•1Uocl to th1o 0 t17 

tha oab14e \lie tJIUied. 8hht Mel \bat 0.0 C.CCipt~lt •••• ot 

reai\\-o IIOIIlcl be liT aro41Uac Moo trCUIOo to tho Specl=>l 

SViti ;mao .A.4001Ult 1n f&T01' of till Aaer1CM I.ep\1011 a\ :Bern U 

acalu\ 4ollart beiA& aa4a &Tail~lo ill thl.o COIIII1t~. 

•Ja o.nata -• 1n •tell ••&•oln baYo aa4a 1\ .aaoo .. 

bat la41cat.t $!Ia\ it V011ld. qrH to rol ... o ...U -h ot 

.. look-' hA4t oa tho und.ftrot11141a& that tllooo bloCJ<ocl twul.o 

volllcl .. o rOploalohecl lQ' r•Utancoo froa Oll\o14t tll1o oountey 

tbroacb a arocll t to tllo Spoo1al Svlot rreaco .&.coou.nt 1n fanr 

ot \lla jllorlou I.ep.\1011 a\ :aern. It !lao betA pol.ntod. ou.t tllat 

1t \lleae o00111trin baYo d.itticlll \7 1n acqlliri"'l tllo noooo111'7 

lftto traaoe to - r-.1\t&IICII 1n tAil a&l11111', ih11 Go'rl1'1>31lt 

wiU ~~&r•• to nab roaltta&looo boilll telqw wttU tho ~-..let 

-•• ot lwi•• tnac• baY• betA ~t 'o7 tbo SVioo GOnr-t 

tor \lie JOU'POII ot aoqv.iriJIC local cu.rrtAohl fer tllo repr .. 

, .. ta\10II of jllor1CAC s.ntoreoto 1n tllCb oountrtee.• E!D KISZRIC!ID. 
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• • • r 
•oWPaAG or ""'"'AK 11ft 

!OJ AIILICIA!ICif, .. .,. 
llifJD, 

1111111l1 
h'b.._,. 11, 1,., • , ... 

llu 

:aotl ·~ !lie.,. abo baft Mea 4olhoro4 to t.,_ 

lllalotor ot lwe4oa IIOho •-•rat.., roproooat•t!oa '1>7 

'-a ot •-·•u tntor .. to Uo1 to tile J...buoaJor ot 

lpeSa couorat..c roprooutaUon '1>7 ~pat., ot Jo.pueoo 

ta ..... no, ••Utac for\h • propooa1 tor u .,.,....,....,t of 

a ,.-., .,.,,.... •Wlar to U..t ooatallleel. ta tbo 110to 

..... lllaJotor Of &witoorlao4, by wbJch taado 101 bo 

..._ ...Sl&blo tor roprooontatlollll IZpOaoeo, aa4 alooc 

tbo - lt...o ao 1.114Joatol! 111 tbo 11oh to tho Mlnloter 

ot lw4ea V1th rop.r4 to Sweclloh roproooataHon of 

....... tu tahrooto, otah4 ta tho :Doport•.,t'o oo. 262. 

II ,,._, of J~ 29. 1~2. It ,.. I.A4toato4 ta thoH 

-.. lila* olll7 """"'*'' to 1-Un Cr4or lo. 8)19, ao 

JA.td. o01114 ttauctal \ruo ... Uou oo 'bo'balt ot tile 

plct=oata repNMD\114, be •D.PP4 la, wblther lDYOl.-l.D& 

oaab or 'bak 'b•' ,,,.,. Tbe et.at .... t wtll aa.il 'hat it wu 

&be upootattoll ot tile Qoyoruoot thot tho caob wblch ba4 

'boea rooetft4 troa tho otttotalo ot tho •••!IT &OYOrDIIOilh 

WOII14 bo 4opol1hll In u appropriate boak ocoouat. !bo 

otat-nt wao aloo M<lo that llcoaooo ""1114 bo loouoll plr-

111Utac tho uta'bllobuat of acoOII.Dh !roo vhlch tlmdo cnlll 
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.. ._ fer "'"-'-'loul JI'IU'POHO u4 lato whlc!a r-.. 
fw tMH jiUpOHO 00111.4 'h Upoal\a4, 'tbb 0oftraMD\ 

-zA U\ llonN tba uo of oub u4 osiotlq bloot.d 

......... "' ....., co ... ..-.. ,. for tba purpo .. of utab­

UMtac tlleH -h, boat H wcnaU allow tba tr-boloo 

ot IIIMa h ....,., IICOcnmh 1>7 a dopooH of SYl .. •fr&llco to 

tba ~U of tba Special Swloo ht.DC .A.ccoWit l1> tnor of tba 

.&Mrl- J.epiloa -' llel"'l, u acaJan tba dapoolt la uta 

-trr of dollan toto tba acccnmh p,.....louol7 duorlbe4. 

Qoo l.a tba Mt• lt - otatod tbat lt tbaro obolald 'h uo 

-r~ MOl for f.-lo lo tblo OOIUI\1'7 , tbaro could be 

anuc-nto u4o olallu to tbo .. tot fortb ln tbo 

~·''• oo. 262, offering a to~orar.r arraoctD•nt to 

~· I\ vat pointed out tbat wbaro ltwaallla lo coACerned, 

two4o W alroa47 """ releut4 for tbtto :purpo•••· u4 tbat 

lt - foU 'BnM•l• Jli&llt ropl&lllob tbe ....,oo=h 11> tbo 

,.OJOi o4 - · u .., ..,-1..spont of tbh courttor. 

Oowa1oa2/1'4/'142 

• 

I 

------~~~-----
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TO 

Rog11tored 

TREASURY DEPARTMENT 

INTER-QYI'IC E COMMU NICA TION 
306 

OAT& fObru&rJ 13, 1942 

CO N F'IDE N TIAL 
aterl ing trena~~l~«:of the roporting banxa were ae follows : 

Sold t o e""""ercial eoncorno £ 70, 000 
Purcb.aced fro:~ coaaercial co.a.ctrAt £l.Oo,OOO 

O! t~e latter e=ouut , £75,000 v£s repor ted to ua•• repretented tLe proceeda of 
ooooa tbip:tnto to Canada. 

Opon aar~tt oterlin& neld •••ad¥ at 4.~}-3/4, vi t~ no "eported traa1aet1on1 . • 

'l'ht CIUlll41an dollar l.rapro .. d to a cloo1cc quotation of ll-l/2'). ciiocOWlt, 
u againat ll-3/~ earlier thh veek. 

New Yor~ bankt reported tod~ . tACt tae Cuban peao ~a& offered in ~avana 
a t n prec iwo of 1/~. •• 86einot l/~ tvo daft aco. It 1• ~ooaible teat tho 
peto moved aogewhat erraticell1 1eaterd~ ct a ttletrQQ received f r om hevena 
mentioned tn&t t he peao and dollar were at par . 

In }lew Yor 4t, clo&iag quotation• for the tor eitPl curr~~ciet liH6d. below 
,;ere ae tollowe: 

Arbent1ne peoo (free ) 
Br es1l1aa cilreit (tree) 
Colo:~oian pooo 
t:e.xican peao 
VeAe~elaD boliYar 
O~&D peso (free) 

. 23o0 

. ()5lo 

.;m 

.2005 

. 2SOO 
· 5295 

In order to iocr•a•e t~e St&btltz~~lon 1Un4'• &old ~ancc , ~e purchaaed 
o:.S. ~OO ,OOO in cold !ro:a the Cener-&.1 Y\J.Qd tllro\.lfa.4 toe Kev Yor~ J.&aay Ot !1.ce. 

No nev aold IQ6~eQente vere reported. 

In London, opot silver va• ~uoted at 23-l/24 , W>ClllUljjod. 'l'ne forward <!UO­

tation ,.. .. aloo 23- l/24, off l/lod. '!'he o. s . oqllivnlent ot t r.iB pr i ce 11 112. b7¢. 

'l'ho 'l'reo.ov.ey• 1 pu.rchaoe .,rioo for t'oroij,n lllvor voo unc~ed a t 35¢ • 
o:: e.no.y and HCLrw

1
&n' 1 eettl e..uent price for roreitn eilver ...,., elao unch.an&ed at 

, 5-l/o¢. 
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lllen PM1Uoa lbon PMlU011 c-...u O!P!P Je II l'el!n!aq t Ilion PMUl9! + 
.. lae4 •• • 611,000 (~) .l,l.M,OOO (Loac) - .... ooo .....,. I,IIN,OOO a,tlt,ooo m,ooo 
OeeMa tl6,000 (X..,) 

aea,ooo <= + lDJ,OOO 
Wla.a...rl• 31,000 (lee) ac.,ooo < + 8,000 
Ja)M 180,000 180,000 
Ot.ller .lela 1,171,000 2,8'76,000 1,000 
W 0\ben a.ooo 81.000 + 11,000 

fetal N,?TI,OOO •a.:saa,ooo - .... ooo 
• n. elp (+) la&laaW. la-• 1A ebor\ poe1Uoa, ar uereaae 1A loac poeUlae. 
llt.e elp (-) la4Uake OS.•- 1a ebon poelUo11, or 1aareu• 1ll loac pot1U011. 

•• 00tlb1ae4 ]IMl U011 1a r+slehr+4 a~~4 open ...,11+\ t\+rlla&. 

~ONFIDENTIAL 

A 
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February l}th, 1942 

PERSONAL A~ID SECRET 

Dear Ur, Secretary, 

308 
BRITISH EMBASSY 
WASHINGTON, D.C. 

I enclose herein tor your 

personal end sec~et information s copy 

ot the latest report received from 

London on the military eitua~ion. 

Believe me, 

Dear Mr . Secretary, 

The Honourable 

Henry Morgentheu, Jr., 

United states Treasury, 

Washingt on, D. c. 

Very sincerely yours, 

Regraded Unclassified



Cow ... J.L 309 
IIRiriSB IIOIIf SlmiT 

(u.s. aarr) 

A llo'"cUn otoaahip (41000 ~) -- bow>! 1D ·­

n o torped...S 0D1 1U111t 011 til. llt.b 380 lliu• 1/,N,W, ot IIUII.AMl (R), 

2. vn.ruax 
§ItQlPCI\I• OUr counter &tt.acka althouah partitll7 auoceaetul 

toiUd to rootoro til. poeit1011o Col1timled ·- prauuro auiotod by -~ 
eauood turt.bor witbdro~ aDd by ov&l11na or Ut.b our pooHion bll1 hooD otobilil< t 

aloDC thO conorolliDo ll&nl. -JSISOOJ V1lJ.oco-1'1u<>o Rooorvou..&oo c-oo-

p J,S!R p All!lliii v 1l.lo co. 
Jl!l!lll• R.-1 JI.IJW!WI-·t!IUOll boo hooD cvt tv t1>. oQM7, 0o:r 

pooUiDu iD 11.1JWJW1 aft obol.Ud tar ona ODI bol.t bollro, A CbiDoM Dirial.ol1 

bu booD 1D OODtaot wit.b 51-M tarcoo DOOI' thO OOIU..Stlll tl'OIIt.ioro 

!f!!£'1!6!11§ I&SI Ilt?g;!, G.U\0~!6 (lltiiTR C!IBB2Sl roportlli -

cupio4 by t.bo tMOIT who .Uo eootiDUo penetrationa Mrt.b or SJ.IW\IIill ODI BAJIJ!Ro 

IIASIII 1n B0RN&0. 
WliillA• Ru111a11 peDOtrotiono oout.b ot T(I\OI'Bts bovo boon oxtendod 

to witb1D SO 1111aa or VI'I!:BSl Olld SIIQUI!ISl, 1D til. DONII'III oootor t.bo Oo-

3. m orw,nom 
!!iSm!M fliO!!f, l.Dt.b/llt.b. !'Ol"to1 tin tOGO ot 11,£. oo BR!J1B11 bat 

1dont1.tioot1011 41t!'1cult aDd ruulto senoroll7 --ad. 
Ut.b. Spit.tirOO bit a probable oooart ""ool. ...,. OO:illRl oit.b 

nt.b/'l.:lt.b. ~ ........ doopatobod .. tol]airll IWM£lll 49, 

HlVRI :n, BRI!Sf 18. teat:Loto • P~ ~. s .. llitdni ott FRISIAII ISI.l.lt" 

1. Aol'Odr<8l>l Nort.bOrD rrauoo 2. 2 llolJinlltona llillinao ~ • - eJ,roratt opel'· 

ted ocdnat ohlppiDI orr thO Corl114b eooot, 
JIAiofl• ()) lOt.b/llt.b aDd llt.b o totol or 76 ,,_ alroratt attool<·r· 

....-a a t LOQI., TUALl aDd I!AL nR aDd !.noOII!nl navo.l r~••• 2 nolJinllto"" 

011 til. .....,..S 
0
].4btl:r ~. - orotor on ruiM7 a t l vll , o-..u• ao ,_ 

to -CAb -•· ()Do - - poobohlJ' dootro10'1 ODI c. r.at.bor tin a1rorott 

WUl• III.CI>t 9t.biJ.Ot.b. ~ at~ 11/JtM!A 1aDd1na 

....,..s. Boabo toll -ot c11operood a1rorott ...s 1orCO tirO• wore etortod. 
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••• 

-· ,...,.... a.u -.l8 .... _.. ... - .... 

_,_ ..... s.- 18U .. -.1 ...,,., ... ta-- OCJQ (rcnLIOO Ml) ... 

..... - - IIOAIJUI'O lBWD. 
gmem Utile a-.lldcll J.ft1 ra14a - ... • SIJDAf(U 

~ b ~ a-p!W - ban1t oat witla _.. ...-l.U.. ...s two 1wp petro:'. 

-.-- ... cq ... 

-.. Utile RJ b 1• -'-4 br ~ att.oW ..., 

troape u PAll .._,. t1~ Jll'C"bab'e -s.~ tUM _.. .WW ...S the ww 

1'rcld ., 11JUIM14 
ea 'tR JtPT mgp. 9t.b. ...., atroratt. -.a o rd'mb'e 

4-. w - ..... .,... - IU.L&III. a. ellllll7' 'babe tbot 4-

C)tb/l.Otb. b - ~.-1 poeeiblT u droratt oarri_. _. ~~:(': 

to be bS.t eu\ of I!O'SS'R, 
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TO 

T REASURY DEPARTMENT 

INTER OFFICE COMMU NICA TION 

Secretary Worgenthau 

Wr. Ks.merck 

311 

OATofebrus.ry 1 J, 1942 

Subject: Summary of Wl1its.ry Reporte 

FAr E~et 

The Jap!ltlese objectives aopear to be, t1t the oresent 
time , to mop up Sings.pore, to crush t he re:»"ininot res18-
tence in the Philippines, to take R8notoon llnd cut the 
BurmA Rosd, and to dominate the Sunde Strai ts (bet~een 
Sumatrs and Java). 

There are definite indications that t he Japanese 
" re planning to occupy an airdrome in the Palembeng 
district of Sumatr a (in the southeastern section or the 
18hnd). 

(U.K. Ope rations Reoort, JAnuAry zq-Febru•rY 5,1942) 

The in i tiA1 Jeot~nese bombings or RAn~oon late in 
December, caused mor e thAn holr or the oooulet lon or 
500,000 to leave the city. The Indiana, who constitute 
the bulk of RAngoon's l abor force, fled to the north­
west i n the hope of returning to Indls. They were stoooed 
150 mi l e s northwes t or Rsngoon and persut~ded to remain in 
Burma. Some of them have since returned to Rangoon, but 
there is s t ill a severe l abor shortage. It hs.s been 
necessary to i mport Chinese from Yunnan t o work as steve­
dore &. 

Two convoys of Jap•neee troone hAve been loca t ed 
recently, one near Ansmbas leland, northeAst of Singapore 
snd the other off Banka Island, southeast of Singapore. 
(These troopa are evident ly designed for Jovs). 

The Burmese desir e for lndeoendence 1e t~n unsettling 
factor. As r ecently as leet Jenu~ry, the British Governor 
of Burms conf1dent1elly described the situ~tion in the 
country 88 • ra irly lousy ' . In the opinion of most 
observers, there 1s lit tle likelihood tb8t t hP. Surmese 
wil l eotually fight ags1net the JAosneee invsders. 

(C .O.I., •The ~ar Th1s Week, ' February 5-12, 1942) 
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GerHn ••n 

(The two battle cruieera, 1 8cbernboret• and •Gneieenau• 
and the baa~ cruiser 1 Prin~ lugen• ban reached North Sea 
porta). The German battleahip, 1 Tirpitz• and tour deetrcyera 
were at Trondbeim on February 9· The pocket battleablp 
•Admiral Scheer• and eeTeral other German cruiaera are in the 
Baltic ready tor eea duty. (The location or the •Tirpitz • 
at Trondheim may be tor possible protection against an Allied 
l~nf.tng ~rway, against which the Axia radio hae recently 
been warning. ) 

(U. K. Operatione Report, February 10, 1942) 

Ruuo-German War 

According to a report troa Helalnki, the Ger!llana h.8 ve 
ooapletely taken over Mango. Th1a they are goi ng t o develop 
into t heir oh1er Finnish base, ae l t controls entrance to 
the Gulf or Finland. (Thla i a the baee about which the 
Ruaeo-Finn1eh War wae cbletly rougbt, elnce, according to 
the Finnish documents, thle wee the one poaltion wblch they 
reruaed to allow the Ruasiane to take aa a beae) . 

(C.O.I., 1 The War This Week•, February 5-12, 1942) 

IUddle l:ut 

According to Colonel DonoTan ' a representative ln Cairo, 
t he relatione between the Britiah Ar_, and the Free French 
show improTement . There 11 Tery !rank or1Uo1am by BriUeb 
ott1oere or the way the a1l1tary e1tuat1on 1a going. Ir 
e1x d1T1a1one can be spared by Hitler, they belleTe he can 
take the llear li:aet. The Free French l eader, Cstroux, aeya 
that the Near Eaet neede a total or 14,000 tonka 1n order 
to clear up the desert and lneure Turkleh part1c1pat1on. Be 
urge• that Kad~aacar be occupied tmmedletely, before lt 
ie too late. (Madagascar ie et111 under the control or the 
Vichy French, although 1t ie under Br1t 1eh blockade ). 

(o.o.I. , Cable rrom repr~eentat1Te in Cairo, 
February 13, 19 .. 2) 
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SITUATION REPORT 

I . Pacific Theat·er. 

3U. 
ll A.H., Febn~aey ].} , 19112, 

Philippines: In Luzon the heavy fl(!btine is dying doll!\ 
but patrol activity continues. Two enemy dive bombers vere shot down 
by A.A. Enamy 122d Regiment (6th Division) mistakenly boml>ed and 
otrafed b7 own planes. Food situation of Philippine popuietlon re­
ported becOmine acute In 6o deys. Nothine to report troo ltlndeneo. 
Masbate has been occupied by enemy. ~: no changes to report. 
Sine:pore: Heavy fi(!btlne continuos alone a general north-south 
line tbrou(!b the center of the 1aland. Brlt!oh counter-attacka are 
only partiall;y successful. EYacuetlon of certain mterlal Is reportal 
b;y the preoo . Bunoa: The Br!tleb state that attecko north of Martaban, 
near PMn, vera repulsed IUl4 a r!Ter croootne denied to the Japanese . 
Air action continues over front areas . Australasia : Reconnaissance 
and emU bccblne oiss!one are carried out by both aides In the Ialande 
north or Australia . Dutch bambero attacked a naval concentrst!on 
vhich Incl uded an aircraft carrier In the Gulf of Bone, Celebea, on 
February 12, He at Coast: No further reports of hostile action . 

II . Eastern Theater. 

Bot h Russien end German oouroes report fl(!btlng at various 
pointe alone the front . No change . (A situation lllll.p vUl not be !arued 
this dete.) 

III . Western Theater. 

Genoo.n squadron, lnclud!ne t he ScMrnhoret, Cne!senau, 
Prinz Euaen,deetroyera, and 0111811 craft, v1tb air protection passed 
tbrou(!b DoYer Strait IUl4 vas attacked b7 Brltloh destroyers, airero.ft, 
and coastal guna . Detailed rooulto are ao yet unreported . Twenty 
Brltloh ba:bere and 16 flghtere vera loot, and aix "Svordflah" torpedo­
earrylne planes a re mss!ne. Geman loeooo reported as at leaot 18 
fighters, 

IV. Middle Eastern Theater . 

Ground: There baa been no moJor change In the ground situa­
t ion . Axi~Britisb pat rols hove been quite active 1n Meklll, Gatala, 
Tmi.mi area . 

Air: R, A, F. and Axis air forces continue to concentrate tie lr 
main etfo~galnst supply lJnes . Halts ia otlll under desultory aerial 
bombardment . 

Regraded Unclassified
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