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TREASURY DEPARTMENT 
liaahington_ 

•il - -

FOR RELEASE, MORNING NEWSPAPERS, 
rriday, February 27, 1942 

The Secretar·y or the Treasury, by this publ1c notice, invi tes 

tenders for $150,000,000, or thereabouts, or 91-day Treasury billa, 

to be issued on a discount basis under competitive bidding. The 

billa or t his aeries will be dated March 4, 1942, and will mature -· June }, 1942, when the-race amount will be payable without interest. 

They will be issued in bearer form only, and in denominations of 

$1,000, $5, 000, $10,000, $100,000, $500,000, and $1, 000, 000 (maturity 

value). 

Tenders will be received at Federal Reserve Banks and Branches 
up to the closing hour, two o'clock p.m.,Eaetern war time, Monday, 
March 2, 1942. Tenders will not be received at the Treasury 
Department, Washington. Each tender must be for an even multiple 
of $1, 000, and the price offered must be expressed on the basis or 
100, with not more than three decimals, e . g., 99.925. Fractions 
may not be used. It is urged that tenders be made on the printed 

• 

forma and forwarded in the special envelopes which will be supplied 
by Federal ReserTe Banks or Branches on application therefor. \ 

Tenders will be received without deposit from incorporated 
banks and trust companies and from responsible and recognized dealers 
in investment securitiea. Tender& from others must be accompanied 
by payment of 10 percent or the face amount of Treasury bills 
applied for, unlesa the tenders are accompanied by an express 
guaranty or payment by an incorporated bank or trust company. 

Immediately after the closing hour, tenders will be op~ned at 
the Federal Reserve Banke and Branches, following which public 
announcement will be made by the Secret ary or the Treasury or the 
amount and price range or accepted bids. Those submitting tenders 
will be advised or the acceptance or rejection thereof. The 
Secretary or the Treasury expressly reserves the right to accept 
or reject any or all tenders, ln whole or in part, and his action 
in any auch respect shall be final. Payment of accepted tender s 
at the prices offered must be made or completed at the Federal 
Reserve Bank in cash or other immediately available funds on 
March 4, 1942, provided, however, any qualified depositary will be 
permitted to make payment by credit ror Treasury billa allotted to 
it for 1taelf and i ta customers up to any amount tor which it shall 
be qualified in exceee of exi sting deposita when so not i fied by the 
Federal Reserve Bank of its District. 
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The income derived tram Trea.ury billa, wbether 1ntereat or 
gain rrom the aale or other d1spoaition or the billa, ahall not haTe 
any exemption, aa auoh, and l~a• trom the e~le or other d1apoeit1on 
or Treaaury bi lla ahall not have any apecial treotment, as auoh, 
under Federal tax Aote now or ~erearter enacted. The billa ahall 
be aub; ect to eatate, i nheritance, girt , or other exciae taxea, 
whether Federal or State, but shall be exempt rrom all taxation now 
or he~earter i mposed on the principal or interest thereat by any 
State, or any or the poaaeeaione or t he United Statea, or by any 
local taxing authority. For purpoaea or taxation the amount or 
4i aoount at which Treaaur y billa are originally aold by the United 
Stat es ahall be ooneidered to be i nterest . Under Sections ~2 and 
117 (a ) (1) or t he Internal Revenue Code, as amended by seotion 115 
or the Revenue Act or 1941, the amount or discount at whlch billa 
issued hereunder are a old shall not be considered to accrue until 
such bills ahall be eold, redeemed or otherwiae d1aposed or, and 
such bills are excluded rrom consideration as capital assets. 
Accordingly, t he owner or Treasury bille (other than lite ineuranoe 
companies) i seued hereunder need i nclude in his income tax return 
only the ditrerenoe between the prioe paid tor such bills, whether 
on original ieeue or on aubsequent purchase, and t he amount actually 
received either upon aale or redemption at maturity during the 
taxable year tor which the return ia made, ae ordinary gain or lose. 

Treasury Department Circular No. ~18, as amended, and this 
notice, proscribe the terms or tho Treaaury billa and govern the 
conditione or t heir isauo . Cop1oa or t he circular may be obtained 
from any Federal Reaerva Bank or Branoh. 

-ooo-

• 
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The income derived from Treasury bills, whether intereat or 
gain from the sale or other disposition of the b1lle, ahall not haTe 
any exemption, aa euoh, and l~as from the eels or other dieposit1on 
of Treasury bille ahall not haYe any special treotment, a e auch, 
under Federal tax Aots nov or 9ereaft er enacted. The billa shall 
be subJect to estate, i nheritance, gift, or other excise taxes, 
whether Federal or State, but shall be exemp t from all taxation nov 
or he~eafter i mposed on the principal or interest thereof by any 
State, or any of the posseaeions o f t he United States, or by any 
local taxing authority. For purpose• of taxation the amount of 
di scount at which Treasury bills are ori g i nally sold by the United 
Stat es ehall be oonoidered t o be interest. Under Sections 42 and 
117 (a) (1) or the Internal Revenue Code, a s amended by Section 115 
of the Revenue Act of 1941, the amount of discount at whi ch bills 
issued hereunder are sold shall not be considered to accrue until 
such bills shall be sold, r edeemed or otherwise disposed of, and 
such bills are excluded from cons i deration as capital assets. 
Accordingly, the owner or Treasury bills (other than life insurance 
companies) issued hereunder need i nclude 1n h1s income tax return 
only the difference between the price paid ror such bills, whether 
on original issue or on subsequent purchase, and t he amount actually 
received either upon sale or redemption at maturity during the 
taxable year for which t he return 1s made, as ordi nary gain or loss. 

Treasury Department Circular No. 41S, a s amended, and t his 
notice, prescribe the terms of the Treasury bills and govern the 
condit i one or t heir issue. Copiea or t he circular may be obtained 
from any Federal Reserve Bank or Branch. 

-ooo-
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HMJr: 

Ganson 
Purcell: 

HMJr : 

P: 

HMJr: 

P: 

ID!Jr : 

P: 

HMJr: 

P : 

HMJr: 

P: 

HMJr : 

P: 

HMJr: 

P: 

Hello. 

Hello. 

Yes . Morgenthau. 

February 27, 1942 
ll:02 a.m. 

Good morning, Mr. Secretary. I'm sorry I 
wasn ' t here when you cal l ed last night and 
I've been having plenty to do this morning ••... 

Well, that's good. 

•••.• or I would have called you earlier. 

Wel1, I wanted to - I happened to be in 
Hopkins ' room when he t el ephoned you yester­
day. 

Yeah. 

So I wonder ed it that l e tter we n t over. 

Yes , it dld , sir. I eent it over - oh, within 
ten minutes after I t alked with you. 

You did. Well , then I ' ll check over there and 
see it anything's happened, because I 1 ve _got -
I want to know today whether I do or don t, 
because - you know, we 1 ve been t oolin.g around 
wi t h it so long. 

Yeah, I know. And , ot oouree, this morning ' s 
pi cture has jus t compli cated our situation 
t erribly. 

What's that? 

Wel l, the Bureau ot the Budget put 
the end ot the liat on the a etense 
detenee agency. 

us down at 
and our 

Oh, I di dn't aee that. Ie that in the paper? 

Yeah. Yeah they juet dumped us down in olaea 
f i ve with ail t he odds and ends. 

3 

• 
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1D1Jr1 

P: 

IDIJr I 

P: 

RNJr : 

P: 

IDIJr: 

P: 

RMJr: 

P: 

RMJr: 

P: 

IDIJr : 

P1 

IDIJr 1 

- 2-

WeU. 

We're ta•t terr1bl7 up1et about 1t, and we 
don't know wbat the hell. 

I lee. 

(Laupa) 

Well. II tbat 1n the ,_per t04aJ' 

Ye•, 11r. 

I'll baYe to look at 1t. 

Yeah, 1t ' • 1a the aorn1ng 'Poet• , and r ou' ll 
find Ull baok With the 11nr pUle on pace 16, 
I th1Jik. 

Well, tbat' e r 141ouloue. 

Well , I Juet 4on 1t underetand 1t areelt. It'• 
reall7 one ot the aoet upeett1ng th1nge that 
enr haPPened. 

Well, I tell rou what I'• go1ns t o do. I'a 
aoing to tell Bell • . I eent word to h1a onoe, 
I'll eead h1a again , I want to organize th1e 
Capital Ieeuee Coaaittee and let'e do 1t right 
&WI)' . . -
Well, I'• all with JOU on that. I'd g1Ye r ou 
eui'J help •••• • 

It 8&1 be too l ate, but we MJ - aa7be we can 
work JOU up the l adder a 11 ttle bit. 

Well, I hope eo. 

Ok&J. 

All ri&ht. !bank J OU ••r1 auoh, eir. 

thank JOU. 

All r1Sbt. Good-b71· 
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BJIJr: 

Opera,OI' I 

11M.Jr 1 

IDIJr: 

P: 

BJCJr: 

PI 

IIIIJr : 

P: 

IIIIJI'I 

P: 

1111Jr1 

P: 

IIIIJrl 

P: 

leU a. 

IINw PMreon. 

Bello. 

Bello. 

Ber7 llol'lenehau. 

l eah. 

reu.arr 27, 1~ 
11116 .~ • • 

I Ju•' -• ban4a4 wbU JOU wrou abou' .... . . . 

leah. 

••• • • an4 I jue' wn,e4 to ~, •!b&Dlt 70u
1

• 

5 

Well, DO need \0 tbank ae. I belleYI 1,. I'a 
IOrrJ 1t •• a 11,,1, late, but I'•• juet b een • 
JOU know, 1t1 1 cone up t o ••• York • 1t 1

1 probablJ 
1n ••• York • 'o be eent out. 

Well, aDJWJ, I tb4ql1t 1t' WI Yer''1 n1oe an4 
I Jult • 1 40n'' 1aac1ne too -DJ people NJ 
Shank JOU tUII 4f.71. 

Well, I appreo1aU U aft1W7• 

It •• •erJ n1oe ot J OU. 

AU riCht· !l1ank JOU t or oalllDC· 

Goo4-b7•· 

Goo4-b7•· 
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February 27, 1942 6 

Phone call f rom Mr . to ley a~ 1:08 pm 

"Leo crowley just celled me up and read me a proposed 

let ler he wi ll send to the President on Alien Property 

Custodian alonf the lines he &freed to yesterday afternoon. 

It ' s in pretty .food shape and he said he woulil come over 

and see me after lunch ." 
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ALIEN PROPERTY CUSTODDUl 

Present : Mr. Foley: 

February 27, 1942 
2:40 pm 

H.M. Jr; This is what happened in Cabinet today. 
Before Cabinet I spoke to both Wickard and McNut t . I 
said I was going to bring up this question of how to • 
handle these peopl e on the ~rest Coast, and I thought 
that they should handle it and they said, "Fine. • 
\'iell, the President sits down at Cabinet and starts 
to t alk about this thing, and he evidently had a 
memorandum before him iran the Attorney General, and 
he turns t o the Secr etary of \oar and says, "Just what 
are you doing? " Well , he shows a map and he has got a 
certain line, and he proposes to move out fi rst the 
Japanese and then t he Germans and t hen the I tal ians and 
so forth and so on, and that this General DeWitt is in 
charge. Viha t is going to happen to them af ter•:ard, 
nobody seems to know, and what they are "Oing t o do 
wi th their properties. The President ha~ a l ong oemo­
randmn. Then he said, "Henry is going t o object 
terribly to what I am going to say, " but he said, "I 
don 't know why the Treasury wants to bother with t hese 
little businesses and all of these properties on the 
\1es t Coast . " It ian' t as thou~h I , t he Secretary of 
the Treasury, was going to do 1t or the General Counsel, 
it is sa:~ebody do'l'lll the line . He says, "If you were 
smart, I don ' t think you would take it . I said, "Mr. 
Presi dent , ne don 't want i t . All we have had in mind 
is for tvio years we have been having frozen funds as 
part of the thi ng, and we thought that t hese big 
compani es 1\e could handle , but," I said, "when it 
comes to t hese little farllls and businesses and so forth, 
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I agree with you, we don't want it . • So the whole 
tilne Francia Biddle was leanin~ over me, his !ace 
was almost purple, it was so l1vid, he was so excited 
about this thing. Be kept sayin§, "Can't I take i t up 
with the Director of the Budget? 

The President said, "Now, of course, the question 
of actual frozen funds, that, of course, should stay 
in the Treasury, but the rest of it, I don't see why 
it should." So,. I said, ~ell, it seams to me that 
McNutt has the re~ponsibility of l ooking after the 
people in the city, and Claude ~ckard of looking after 
the people in the country. • Well, then somebody - oh 
;res. Then af!in, very, vef"J over- excited, Bi ddle said, 
~iell, I don t see why a half dozen people should be 
looking after it. It should be one person . • And to 
my amazement Ickes spoke up and said, ~ell, I am 
interested too, and I think it should be one person .• 
Well, I said my piece.' I didn't sa~ anything more 
because you yourself said that VIe d1dn 1 t want it, and 
we are not equipped to look after these little things . 

UR. FOLEY: That is right . 

H.Y.JR: Now, I don't know what your contact has 
been on the West Coast with General DeWitt, but certainlf 
the way the thing was alk~Eared the A1'1111 hasn't done a 
thi.ng, and they are t · g about movi.ng - let's see, 
it ia t wo hundred thousand people on the West Coast and 
from fifty to a hundred and fifty thousand people off 
the main island of Oahu, and we are certainly not 
equipped to handle that; and with the scramble for these 
little farms and everything else - well, you yourself 
said you didn't want it . 

MR. FOLEY: No, we don't want it . That would sink 
us . 

8 
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B.M. JR: Then again before I left, Biddle said he 
would get in touch - he said1 would the President call 
~p the Director of the Budgetf and the President said, 
"No, you do it, • to Biddle. have never eeen Biddle 
so purple . Be •as absolutelr livid. Well, this, I 
think, is going to be one of the worst messes, because 

,here 70u are going to move these people and we are not 
equipped to handle all these little things, and I 
gather from what the President said that I imagine he 
will throw the big business i.n with the little. Now, 
I thou~t that in fairaess to Leo Crowley I ought to 
tell him that this was in the offing, and that if he 
really wants to be Alien Property Custodian - with 
what I am going to tell ~im, he had bett~r hold off, 
but I want ~ to know it before he sends the letter, 
which is only fair. 

UR. FOLEY: That is right. 

B.Y. JR: Is that right~ 

MR. FOLEY: Oh yes. I think you have got to tell 
him whet has taken place since we had this talk yester­
day. 

\ 
H.V. JR: So then I thought after - am I moving too 

fast? 

UR. FOLEY: No, I am following you. 

H.Y.JR: Well, I will tell you, Ed, old man, the 
way I feel - I put up the fight of ~ life . 

).[R. FOLEY: I know, I am not--

H.M.JR: I think we are both lucky, because to be 
sandwiched in bet ween the i~, the ittorney General, 
Paul UcNutt. Harold Ickes, and t he Secretary of igrioul­
ture - ever1body is going to be discredited. I d.on ' t 
think anybody - we can' t do it, and we can't look after 
fifty t housand, or we can ' t l ook after twenty-five 
thousand people. Now, if they want to throw the big 
in with t he litt le, I say let her ~o . I have done 
everything that I can, but the Pres1dent said he is going 
to leave us frozen funds . 
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).!R. FOLEY: O.K., that ia all right . 

H.Y.JR: I don ' t see - I mean, he said to me, 
"I don ' t see what you want to bother with it for . I 
think you are silly to take on t his thing. • What? 

MR. FOLEY: Well, I think maybe that is right. 

H.U.JR: Well, you told me yourself - I mean, 
to sit there with the President, are you foing to say, 
~ell, I want the big business, but I don t want the 
little ones"? 

liR. FOLEY: It is an illlposi tion and they ganged 
up on ua, and under those circumstances, of course, 
,. don ' t want it. We can't take all these little bite 
of properties and go in to the second-band business and 
sell radios and automobiles that have been purchased on 
time . That is really what it ia . It is a second- band 
shop that they want us to run. Somebody baa got to do 
it, but we are not equipped to do it , and I don ' t think 
that you as the Secretary of the Treasury ought to 
tarnish the Treasury' s reputation with that sort of 
business, because it would be on our record, and it is 
nothing that we want to have anything to do with. 

H.M.JR: That is right. 

JIR. FOLEY: I think that ia rifht. And if we have 
to lose the other stuff in connect on with it, I think 
we bad better let it all go . 

10 

H.li. JR: And through W.ae Grace Tully I got word 
f rom Hopkins that it was all right, I could have what ' s­
his-name. 

l!R. FOLEY: Pike? 

H.M.JR: Pike, and I should get in touch with the 
SEC and tell them so, but I am not going to do it, 
because if this thing is going to be taken away, why 
should we go and kick out J.{ack and t hen have somebody 
else come and put him back in and give the President 
an excuse! 

(Discussion off the record.) 

Regraded Unclassified



- 4-

MR. FOLEY: O.I., that h all right. 

H.~.JR: I don't ••• - I aean, he aaid to ae, 
"I don't ••• what ;rou want to bother with it for . I 
think ;rou &re aillt" to take on thia thing. • 'llbatY 

MR. FOLEY: WJ., I think aa;rbe that h right. 
. -

H.ll.JR: Well, ;rou told me ;rouraelt - I mean, 

to sit there with the Pretident, are ;rou fOing to aa;r, 

"Well, I want t .he big buaineaa, but I don t want the 

little onu 0 7 

MR. FOLEY: It 1a an illpoaition and the;r ganged 
up on ua, and under tboae circumatancea, of courae, 

le don't want it. We can't take all these little oite 

of propertiea and fo in to the aecond-hand buaintaa and 

eell radioa and au omobilea that han been purchaaed 011 

till.e. That ie reall;r what it h . It 1a a eecond-hand 

ehop that the;r want ua to run. Scmebod;r baa got to do 

it, but we are not equipped to do it, and I dOn ' t think 
that ;rou as the Seoretar;r of the Treaaur;r ought to 

ta.rniah the Treaaur;r' a reputation with that aort of 
buaineaa, because it 110uld be on our record, and it ia 

nothing that we want to have an;rthing to do with. 

H.K.JR: That is right. 

MR. FOLEY: l think that 1a right. .And it we have 

to loee the oth.er etutf in connection with it, I think 

we bad better let it all go. 

10 

H.lL JR: .lnd through ~~~ Grace Tull;r I got word 

trOll Hopkins that it wae all right, I could have what'•­

hia-nme. 

MR. FOLEY: Piltt? 

H.U. JR: Pike, and I should get in touch with the 

SEC and tell tha ao, but I m not going to do it, 

becauae it this thing 1a going to be takan awa;r, wb;r 

ahould we go and kick out J.(e.ck and then have aomebod;r 
alae COllie and put him back in and give the President 
an exouae! 

(Diaouaaion off the record.) 
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ALIE .• PROP~RTY CUSTODIAN 

Present: Ur. Gaston 
J.:r . Bell 
llr . Schwarz 
l.!r . Kuhn 
Mr. Fole:,r 

Februar:r 27 , 1942 
3:15 pm 

H. l.!. JR: I don 1 t know bow much you people know 
about this, but at Cabinet today the President raised 
the question, who. t the Army was doing in connection 
with oovi~g t he population, Japanese, German, and 
Italian, inla!•d , As near as I could make out they 

11 

were still in the planning stage . Then t he question 
came, what were they going to do with them when they 
got them there, and you could see that neither 
Agriculture, who has Farm Security, or Paul 1~cNutt 
J'eally kne1·1 or anybody had talked a bout i t. Everybody 
was up in the a i r , And then the President sai d to me, 
"Henry, I just don't kno'l7 IThat you ITant tp be bothering 
around with all these little businesses for, these 
little farms, "and I said, , .. h- . President, I don ' t . " 
He said, I don 't think you should. " I said, ''r;e have 
got a goin& organization lfhich is two years old, 
frozen funds , and I think we can take care of frozen 
funds and these big businesses: so he said, ~ell, 
you should keep f rozen funds and that, but this other 
stu!'f, I think, belongs to sot~ebody else . " So I said, 
~ell, why doesn't Farm Securitr look after the rural 
end and !.:cllutt look after the ci t;r end?" lllld then 
Biddle, who through this whole thing was livid wi t h 
exciteoent - I never saw a man so tense and so excited -
I mean, his face was really purple . He said, "It is 
ridiculous to have a half dozen agencies handling this 

• 
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thing. It must be handled by one person \nd wouldn't 
the President call up the Director of t~e Budget and 
tell him so . The President said, "No, I am not going 
to tell him. You can call him up and tell him so,• 
Well, the purpose of this conference is two-fold, One 
is t o tell y01~ a bout it. I have tal ked to Ed, and Ed 
hi~self told me that he di dn't want to go into the 
second-hand business , and then there is anywhere from 
fifty to a hundred and fift y thousand that they want 

12 

to move . War wants to move a hundred and fifty thousand 
people f rom the I sland of Oahu off to some other i sland. 
So, we are talking about from two to t hree hundred 
thousand people . Ed knows no one has fought harder than 
I have to have the t hing, and as a matter of fact, as of 
this moment; I am Alien Property Custodian and I have 
got all t he authority that has been published. Well, 
seeing how the wind blows I just had Crowley over here, 
who was going to wri te a letter to t he President as per 
agreement yesterday, saying he di dn 't wa.nt to be Alien 
Property Custodian, and I told him i n fairness to him I 
wanted to have him know what could happen, so he didn't 
send t he letter. Well, he said Biddle had just called 
u.p and given him hell, Ylhy hadn 1 t he f ou(lht us . Biddle 
d1dn 1 t tell him what had happened at Cab1net at all. 
So what I was thinking of is - there are f i ve of you -
that we have Schwarz tell the newspaper men that persons 
high in the Treasury have been receiving tele~rams from 
Congressman Tolan, and in view of this situat1on and the 
magnitude of the numbers and the smallnes s of the units , 
we i n t he Treasury are not equipped to handle t hi s thi ng 
and don' t want it, and it is something that reall y 
belon~s between the Army and Social Security and Farm 
Secunty and the Department of Justice . Do you want 
to thrO\~ them in? 

UR. FOLEY : I don ' t know wha t they have got to do 
with it. 

H.M. JR: ~ othing. All right . And then t his 
story goes out so that it is in the paper t omorrow and -
t here are two t hings . The President wi ll read it, and 
he wil l say, '~y did Henry talk?" That is one t hi ng. 
Anl~ay, that takes the curse off t he thi ng . I don't 
want t he t hing, 

• 
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)IR. G,tSTON: That mean a the cuatoq of little 
buaineaeea. 

H.U. JR: Yea. Now, the Preaident aaid trcaen funda 
ahould atay in the Treaaury. 

MR. KUHN : Has anyone eaid that we want theae l ittle 
businesses? 

l!R. FOLEY: No. 

B.li. JR: No, but .llien Property Custodian would 
mean that. The custodian of alie.n property. 

UR. BELL: Well, where does that leave the thin~, 
then, in the President's hande to do something with 1t? 

B.ll. JR: Yes. 

MR. BELL: Which he apparantl;y ian 't equipped or 
ien' t ready to do . 

H.M. JR: Well, I gathered from the way they talked 
that they are going to appoint an outsider and create a 
separate agency. 

l!R. BEIJ.: To handle just that? 

B.M.JR: Well, I guess he would handle alien 
propert;y, all alien p.roperty • 

.ILR. FOLEY: That is right . 

liR. BELL: That means he would take over the buainesua 
too, whenever you take them over . 

H.ll.JR: Yes . 

UR. BELL: Just as they thought at first, keep 
foreign funds, SDd then when they took over a business 
~· coUld give than a general license to operate under . 

lm. FOLBI: I think probabl;y they have gone back 
to that, Dan . It is a caabina tion of pressures in the 
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Government that - I sean, thia alien property control 
il n nted outside the Treaaury and they use thla 
deYice in connection with the resettlement of all of 
these familiae in the~e strategic militJry areas aa 
a means of smoking ua out. 0£ course, we don ' t want 
that sort of thing, and rather than create a resettle­
ment agency to ~lan this work and to do it logically 
and then del egate t o that agency the authority to 
deal with property, vest the title to it, and sell the 
property of these people and give them relief, that are 
being resettled, they have used it aa a deTice to take 
the alien property awa7 from ue . Well, 1£ it is a 
question of our haTing to do that in order to keep 
alien property in the Treasury, I would rather give it 
up than to do that, oecause we are not - we just can ' t 
mar the Treasury's reputation with that sort of thing. 
You can ' t take property, automobiles, and Frigidaire&, 
and things like that, that are bought on t ime, away 
from the little fellow, sell them and then try to get 
the money back into hie banda on the wholesale acale 
in quick order without having some scandala, and I don't 
think that the Treasury of the United States can subject 
itself to that sort of thing . 

H.M.JR: Well, they didn't do that in the last war, 
did they? 

WR. GASTON: I don't know why it should be done. 

l!R. BELL: llo, they didn' t take over all those 
things in the last war. 

H.lol. JR: Well, they didn't haYe mass mon ment, 
Herbert. 

lo!R. GASTON: This matter of the man movemant con­
coma only the aliena, does it? It doesn ' t concern 
Americana, does it? 

I.JR. FOt.EY: Yes, it ooncerns citizens also, because 
you have got second-generation Jape that they are moving 
t oo, and you can't tell the difference between the citizens 
and the non- citizens. They are taking the people right 
out of whole areas and just moYing them. 
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B.Jl.JR1 i'he7 haven't clone it Jet, but that 11 
what theJ are tal.killg about. The7 cllcln ' t do that 
blfor•. It ie etimulated bJ the fact that the7 thiak 
thia attack near Suta Barbara n.a done, theJ claia, 
frCIIl infol'lllatlon fra the shore, beoauae the onl7 
place that they attacked - the place the;y attacked 
was the oal¥ place where there weren 1 t gun a. 

liR. G!STON: 1hia oil refineJ71' 

H,Jl. JR: The onl7 place that waan't protected. 
EYerr other place.along the coast was protected. 

liR. BELL: And t hey knew just where to-­

H.Jl. JR: Yes. 

MR. GJ.STQN: I am very much afraid that anJ atate­
maat that JOU put out might just simplJ co.nfuae the 
situation and gin an aspect of contUaion and muddling 
to- which ie, of course, true - to the Gonrament•a 
efforts. I would bt afraid of it . 

liR. KUHN: I don't aee what e;ood would be done. 
I think we would be waahing our dirt7 linen in the 
press, and why should we do that? li'e create the impres­
sion of an in\er- departmental squabble, which has appeared 
lllUch too much ill the papers anJnJ• WhJ should aaeone 
in the Treasur7 add to that? 

liR. SCHWARZ: Backing away fra& it--

liR. BELL: Yea, all you are doing ia crawling out 
fr<111 under. 

H. l.I.JR: First. 

liR. BELL: Yes, fi~st. (Laughter.) 

H.l.I.JR: O.K. That is enough, I won't argue. 
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ue•· r illlrry: 

Thank y ~u t or COMDentind on ~Y 
ttl•gr~• t o Congr eeaa&n fo lon. 

l E 

y t e l •gr •• wu~ge~ted t he c r tation 
f ~ new ~ency t o hand l e t he roble~ o f r e­

eet t leatnt o! cer aona evacupt ed !roa atr~teJiC 
r • aa on l y i f one or aor e of t be exist in& 

~4enc iea of t be Governaen t handling sullar 
etC11l l robleas we re not ab le t o do t he Job, 

I t hink t b• t t here ar e exiating 
J~vtrnaent agencies qua lifi ed to dea l witb 
t~ 1s aoci ~ l prob lea . Tor inet~nce, t he F~r• 
ecu r i t y !ds lnl s trntion and ot her d iv is ions of 

t he llep!l r hent o! Agrtcul ture C?U ld hAndle t he 
re~ovp l o! r eopl e f ro• th-. r~ r• l ands, t he sa l e 
lf fa r~ l~da and ot her r ~r• prop• rty, t he em-
1 l oyaen t of t he agrl oul t ur nl l ~bor , ~nd t he 
acqut e tt lon of new r r~ l ~nda ln Interior 
1 o1n t s . The f'odtr· 1 " ecur U.y Ag'lncy and its 
'ubd1v 1~1ona coul d bPndle the rt~oval of 
r eop l e !roa the urbpn nrttl, tbe ob t s i nlns of 
·•~loyaent for t hea\ ~ nd the atlt of t he i r 
r ore rtiea nnd ! urn shln6c . 

ky bas ic ro l nt I a t t t nPtional 
da!ense a lg ration 1• a doaes t i c a o i~ l ~rob le~ 
t o be b~ndled by the ngenc iel or \ be Jovernaent 
at ~ up fo r t h• t •ur pose ~d no~ t o be handl ed 
by ~he .ovtrnaent ~enc h e c~ rged ttb w"" lng 
econoa ic wQ rf~ re 1 • hi ch t • ~~e ~teen tt~ l ~urpoee 
•f t ne Tr~d 1ni • tb t he ent:ay AcL . 

r . Harry Hopki ne, 

fh e •n i t e houee. 

tncert ly , 

v 

Ju.w/ ~ <-(... • '( ':.-

1 
(. e_ II' ... t. .. ' . 7 
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Februa'7 26, 1942 

Keaaage froa Barrz Bopklna 

I think the problem which Congreeaman !olan 

raiaee mA1 beoome a ver,v important one. !be Federal 

Gonl'lliUnt 11 \Uldoubtedl7 the only agenc7 wb1oh bu 

the po~rer to look after tbeae houaee. I r ealh:e, 

of oourae, that you have no power to do an,thing 

about the bouse of a c1t1aen. I think the weakneae 

1n your telegram is the laat paragraph because you 

adviae the Congressman that we have to create a 

new agency to handle the probl~tbat h i-d1ately 

vcent. 

!17 
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Treaeury Department 
Dlvlelon of Monetary Rosouch 18 

Da u .... ~~;:<:~ .. ~!. •• !2ii 

lJios Chauncey 

L. Shnn&hnn 

Co;,y ot Ecuadoran agn!ec:ent. 

as s~ ·ned Febnmry 27th, 19t.2. 

/ 
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HMJr • 

Sumner 
Welles: 

V: 

IIMJr : 

W: 

HMJr: 

W: 

HMJr : 

11: 

HMJr : 

re'brua17 27, 1942 
):54 p.a. 

I thought that Jou 'd be pleaeed to know that 
we just elgned the Ecuador 8tab111zat1on. 

Oh, thank JOU very auoh. That'e good neve 
that's going to help a great deal , Renry. 
I'• awfully grateful t o you tor your personal 
1ntereet 1n 1 t . 

I thlnlt we broke all epeed reoorde. 

Well. 

Tbe7 eeem t o r eel t hat way. 

I thlnlt 1t ' a aaaz1nglJ qu1clt , and I ' a really 
ver7 gratef ul. I thlnk 1t v111 eta'b111ze 
that e1 tuatlon. 

Wel l, I reel you did all J OU oould down there, 
and 1t'e up to all ot ue t o back J OU up. 

Well, a thoueand thanks to J OU. You alvaye 
do. 

Try to, anyway. 

Thank JOu, Henr J, ver y auob. 

Good-bye. 

Good-bye. 

25 
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Februar7 27, 1042. 

DIIJ' Col. Oreenba•• 

~ Seoretuy b .. banc!e4 • 
yoW' lliii:IOI'and'wl ot hbrua17 17 &114 
Col. i<eynolde -rar.dua ot Febru&1'7 
12 1n reltfol'd to Du1d rel'O)' !'OI'i;Mo 

1 ban alreab taken aAlftllt&gt 
ol 1!1'. Uorcan'• .. rYleee 1n oollllHtloa 
with obtai~ adequate pertonnel top 
Oeneral Aniline 4 FUD. and appreolate 
yoW' br in&1DG ~ to OW' attenUOD. 

(81 .... ) .. 

EHF:mp 2/27/42 

26 
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WAR DEPAJnMIEHT 

OI"FlCE OF THE UNCUt IIECMTARY 

WJWHINGT'ON, 0 . C. 

FebrUary 17, l9b2 

1 U'Oll.VIDU! To See . l!orgenthau 

Tne attached ~eoorandua fro. Colonel 

ReJnolds in regard to David Pare.Y l!or&an 1o s ub-

:oi~ted for your consideration in coMscUon wit.h 

the Ge neral Aniline and Film Cor,>Or&tion aatter . 

Encl. 

~~~~ 
Ed .. ard S, Greenba\!l!l 
Colonel, Qrd. Dept . 

27 
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WAR D£PARTMI!NT 

OFFICE OF THE UND£R SECRnAAY 

WASHINGTOH. O,C. 

f'~bruary U, 1942 

i£El.!CRANDUI.! ~·oR: Colonel E. S . Or eenbaWII 

SUB~....CT : D. P. Uorgan 

l. Reference is made t.o a letter wl\l.ch has been written Cor 
t he signature of the Under Secre~ary of War and the Under Secre~ary 
or Navy requesting Secretary llorgent.'IAU t.o place an American or un­
ques~ione<l Integrity int.o the General Aniline and Film COC!pany as 
~anager. 

2 . David Percy Uor gan was born in New York City about 1894 
and attended Middlesex School and Harvard College where he was Capt ain 
of the Crew. He served in the United St ates Nnvy in ~he last war and 
l8ter t ook his doctor • s degree i n Chemis try and is recogni zed i n the 
field of chemical engineering as a highly trAined technical man . He 
has been a partner of the f i rm or Scudder, Stevens and Clark for some 
years in char ge of all investment counsel matters pertaining to ~e 
chemical industry. !le is widely known both here Md abroad by ~e 
exec uti vee of l eadi.ng companies in tha~ field . 

) . It is felt that llorgan m1£)lt be of fered the job as Cener al 
llana&er of the Ceneral Aniline and :'ila Co:opaey. If 1 t is felt that 
he is occupying a posl. tion or auch i11portmce no• that he cannot be 
release<!, he could unquestio08bly naae soeeone Who would be qualiCie<l 
t.o fill the position. 

; •• RE OLDS, 
Lt . Col., Ord . Dept . , 

Chief, Plant Protecti on D!.v . 

• 
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FEB U 1942 

Dear Rerbertt 

Thank you for your letter of 

February 28 1n regard to Peter Xiernaa. 

I ehall 'be happJ to oone1aer h1a 

alODg w1th other• 1n ooaaeot1om w1th 

our effort. to • eowe oc.peteat ..aace­
cat of len- lof&lty for Oe~~eral Anil1lle 

ana Fila Corporat1CIIl. 

I aa nr1 glad you brouaht h1a 

nme to ~q athnt1om. 

S1noerel¥ youra, 
(S1sne41 • -

Honoreble Herbert H. Lelmu 
Conrnor of 1ft York 
llbe.zt¥, lfft York 

- --
29 
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HCM.(IIIt H , I..C:"W"N 

Go11Ctloo0 t1 

Pt:.!ISOtlAL 

STATE 0,. NEW YOA~ 

E XECUT IVE CHAMBER 
A'-IANY 

Februar y 23, 1942. 

Honorable Henry Uorgenthau,Jr., 
The Secretary o! the Treasury, 
Wash i ngton, D. C. 

Dear Henry: 

Peter Kiernan or Albany co.me to see me 
yesterdaY to say that if the government intends 
t o appoint administrat o r s t o operate t he plant 
of the Gener al An111ne and Film Cor poration in 
Rensselaer, he l"'ould be very glnd indeed to be 
considered. 

I am sure that you know Pet er Kiernan. 
He i e one of Albany ' s leading citizens, an 
e xcellent business man, and a very hard worker . 
Ir you are considering en administrator or 
admini strators to operat e t h i s plant, I can 
heartily recommend him to your consideration . 

30 
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HcaaC:II' H, LCH MA"' 
GOVCIIooOII 

PERSONAL 

STATE 0,. Nc.w YOAK 
ExECUTI VE CHA .. IIER 

A L8ANY 

February 23, 1942. 

Honorable Henry Uorgenthau,Jr., 
The Secretary or the Treasury, 
Waahington, D.C. 

Dear Henry: 

Peter Kiernan of Albany cOJDe to see me 
yesterday to say that it the government intends 
to appoint administ rators to operate the plant 
of t he General Aniline and Film Corporation in 
Rensselaer, he I"IOuld be very glnd indeed to be 
considered. 

I am sure that you know Peter Kiernan. 
He is one ot Albany's leading citizens, an 
excellent business man, and a very hard worker. 
It you are considering an administrator or 
administrators to operate t his plant, I can 
heartily recommend him to your consideration. 

30 
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6£8 27 1942 

~ ~••r l r. Yorreatal & -I wilh t o thank 7ou tor the l e tter of F•b~uarr 17, 
1~2, a101od b7 7011 &Ad Wider Seontaq of h r PaUeraoa 
•ncloelnc a lltaorandtlll f r oa the l'ronat • rlhal General ot 
: ebruary ll, 1!)42, relat1111 t o the Gea,eral A.nl lln• & P1l:a 
.. orporaUOJh 

I aa nr7 happ7 to tlzul that rll.'f OWA dna on 
:wtc!lla,c the Central .lnlllM & 1'1111 •tter are eo auch la 
accord with the Tina &Ad recCM~S~eadatlou ot the b'f7 a d 
ar Leputaaa.ta. 

The Trt111117 !Apart.Mnt h COl li; t ol"ftrc! with a 
pi'0£1'&':1 ot Arltrloanl&i ag the General .lalUne & Fi lii CorpoP­
at l oo. There are encloaea coplea ot an Or der and pr••• 
rel•••• i aaued on Februaq l v , 1942, 'featlnc in t he 
~ecretary ot tbe Trt&l\ll'1 97 per out ot t b.e outat&ndlJIC 
atock ot the General Aniline & Fll:a Corporati oa. 

t hea, •• haTe aecur.O the ltl"flcta ot a c!i reot lag 
head !or Central J..nlllae I ahal l let 7011 know ano I ahall 
abo keep 7011 l nt o,..ee t~ ti• t o ti• ot further atepa 
which • • are t aklll;; t o cur, torwerd the pro~ra.s of .btrlc:an• 
itla,c the COSPIDJ• 

Uon. J~ea v. Forreatal 
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TREASURY DEPARTMENT 
Washing ton 

FOR IMMEDIATE: RELEASE, 
MondaY. February 16 , 19~2 . 

Preas Service 
No . 30-33 

33 

The Treasury Department announced today the vest i ng in the 

Secretary of the Treasury of 97 percent of the outstanding shares 

or Gener al Aniline and Film Corpora tion of Delaware . In the Judg­

ment of the Secret a r y or the Tr easury t he real interest in these 

shares is German. 

The shares sei~ed were regietered i n t he names or I. G. Chemie 
Osmon Aktiengesellschaft, MaatschappiJ voor lndus trie en Handels- · • 
bclangen, Chemo MaatachappiJ voor Chemische Ondernehmungen, Eidgenos­
ei sche Bank , and two individual s , , the lat e Geheimrat Pr ofessor 
Dr. Carl Boechb former chairman or the Boar d or t he Ger man Dye Trust 
and Geheimrat r . Hermann Sc~it~, present chairman of t he Board or 
the German Dye Trust . 

The purpose cr the Treasury Department in vesting t hese oharea 
was to carry forwar d recent s t eps to Americanize t he company and 
better utili~e the product ive f ac i l i ties or t he company i n t he war 
effort. Genera l Anil i ne a nd Fi l m Corpor at i on employe S,OOO per sons, 
does about 60 million dollars of business annually and manufactur es 
many products needed in the war effort. 

Today'a act i on also is intended to protect the investment or 
the American bondholders of Gener al Anil i ne and Fi lm Corporation. 
The Secr etary of the Treasury d i sclosed that while over ni nety-five 
percent of the common and preferred s t ock of the Cor poration was 
foreign owned, yet approximat el y ninety-five percent of the out­
standing bonds and debentures or the Corporation are held by the 
American public. Outstanding debentures approxi mate $1S, 000,000 
and are guaranteed by the German 1. G. Parben Company. 

In announcing the vesting, the Treasur y Department stated 
specifi cally that t he quest i on of ult i mat e disposit ion of the 
property sequester ed i s bei ng lef t open and that clal~s may be 
f1led wlth t he Secr etary o r t he Treasury. 

Regulat1ona providing an orderly determination of such claims 
have also been i ssued today. 

- oOo-
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VESTING ORDER PURSUANT TO SECTION 
5(b) OF THE TRADU;G 'liTH TilE ENEILY 

.ACT, .AS !!.ENDED., ___ _ 

I, HE,,RY J.:ORGE!lTP.J.U, JR. , Secretary of the 
Treasury, acting under and by virtue of the author­
i t y vested in me by the Presldent pursuant to section 
5(b) of the Act of October 6, 1917, as amended by 
soot ion 301 of the First War Powers Act 1941, find­
ing after investigation that the following shares of 
t ho stock of the Gen~ral .Aniline & m Corooration, 
a corporation organized under the 1 of the State 
of Delaware, arc the property of nationals cf a -
foreign co•.mtry designated in Executive Order No. 
8389, as amended1 aa defined therein, pnd that the 
action herein taKen is in the public interest do 
hereby order and declare that such shares inciuding 
all inter~st therein are hereby vested in the 
Secretary of the Treasury to be held, used, adminis­
tered, liquidated, sold or otherwise dealt with in 
the interest of and for the benefit of the United 
States: 
Cer tif icate Number of 

Number shares 

027 1,500 

028 500 

023 1,500 

029 500 

Class of Registered in 
shares the name of 

A Geheimrat Professor 
Dr. Carl Bosch, 

Ludwigsha! en, 
Germany. 

A Geheimrat Professor 
Dr. Carl Bosch, 

Ludwigshaien, 
Ger11any. 

Geheimrat Dr. 
Herl!lann Schmitz, 
Berlin, Genaany 

Geheimrat Dr. 
Hermann Schmitz, 
Berlin, Germany 
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0656 20 000 }.i 
\_~·~ 10'000 1} 
OC58 1o:ooo }. } . 
0659 10,000 A} 
066C 5,000 AJ Csmon Akticr~esell-
C€61 5 ,000 }. ) f!chaft, Schaff-
0062 5,000 A} bausen, Switzcr.ar.d 
0663 ~gg AJ 
0664 }. ) 
0665 500 AJ 
0720 132 A) 

022 300' ()I;() AI 
137 100 AJ 
061 50 AJ 
065 90 A) 
092 726 

t~ 
International Gesell-

095 500 schaft f1r Chemische 
0568 10,000 Untemehmun~en 
0569 10, 000 

i~ 
Aktiengosel schaft, 

0570 10 000 Basel, Switzerland 
0571 10:ooo 
0572 10,000 

0573 10,000 H 0574 5,0CO 
0575 5 oco 

!i 
Internat i onal Gesell-

0576 s:ooo schaft fUr Chemische 
0577 5,000 Unternehmun~en 
0578 5 000 Akti engesel schaft, 
0579 1:ooo 

~l 
Base 1, S .. , it z er land 

0580 1,000 
0581 1,000 
0582 350 A} 

B!313 650, 000 B L.D. Pickering & 
Comcan; in c~stody 
f or N. v. liaat-
scha~pij vocr In-
dastr1e er. Eandels-
belan~enb ~sterdam, 

The et erlands 

32 100 000 8} N.V. ~aatscbap~lJ 
33 10o:ooo BJ veer Ir.1us·r1e en 
34 100, 000 B) Har1de 1 :;belangen, 

..uns:e r ial:l, • he 
Nether! ur.ds 
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February 18, 1942 

1.!7 dear llr. Queeey: 

I am enclosing fo r JOur intoraation a 
copy of a letter which I have written to Vr. 
Charlea Belknap, Executive Vice President of 
your COliP&II¥· I am aure that you and llr. 
llelknap will agree wi th ae that in tiaea lib 
theae all citisena have a duty to their countey 
to serve where they can moat effectively help 
in the war effort. I believe that Vr . Belknap 
can perfora an invaluable aervice to hia 
country by accepting the preaidency of the 
General Aniline and Fi~ Corporation, the 
i reat majority of whoae etock ia now Teated in 
the Secretary of the Treaaur.v. 

1 hope that it will be poaaible for you 
to encourage Mr. Belknap to accept t hia position 
and for your oomp&D¥ to give hia a leave of 
abaence for an indefinite period of tiae. In 
tbia way you can help ae carry out an iaportant 
program that ia ao vital to our war effort. 

Very truly youra, 

(Signed) H. ~orgenthau, Jr. 

Secretary of the Treaaury 

J.r . Edgar '14 . Queeey 
President, V.oneanto Chemical Company 
St . Louie, lliaaouri 

Enclosure 

3? 

Regraded Unclassified



38 

FEtH8\942 

'tq clear llr. S.Unap: 

Aa 7ou know, 97 per oent or the outatAnd1 aharea ot 
the :itneral Aniline &. Fila Corporetlon baa b .. n nated 1n the 
.,ecret ary o! thl TreUurJ . In ~ judpent the real interut 
In theae aharu baa b .. n 1n tl'A -:.ra.n ote Tru•t. 

'i'he j)arpoae of the 1'reaaur;y i)e~::tment 1n natin& thaat 

aharu •• to oa.rr1 toraJ"d atapa to rioanhe the co:ap&IIT 
and better utili se i ta product1Ye tao111tiea in the .. , effort • 
.h ;yo ,;, k.now, the co111p&ll7 h one or the oo~J~~tq' a hadin; 
~roducera ot ~ch needed d7eatu!f e and fila. It la the Tlew 
or the .ar, Nt.T7 and 7re&aurJ .Jtpartsenh that unlc .. i=ecl.iate 
1tepa are taken to eliainate the I . ~. ~ arben control that baa 
c!oa~Lnated the :Jeneral hlllne 6o fila through atoolt holdinga, 
i e;y peraonnel and patent and other contraotu.l ar raagementa, 
thla .ATeMIMnt will not be able to u.ke the ru11 and ertecthe 
uu ot the Jeneral Wline & Fila ColllpaDT that the neeeultiea 
ot the war require. 

rhe :~•ern .. nt oonaioera it eaaentlal to the auoeeaa 
or thia pro::raa that there be 1utalled at once 1n thia oo•ilUT 

u 1 ta directing head a aan who baa not onl y ~Jnquutlolltd 

lnte~rlt7 and patrlotia~ but alae onj oya the L1~haat reputa• 
tlon aa an eaperieneed bualne11 eaeoutlYt 1n the oheaioal f ield. 
I a, confi dent that you aa a roraer haYal ottlcer and ae an 
lm?ortant eaecutlYe in cbe111ioal OOIII2t.lllea for MOre than twent7 
yean pouua thaae qual1t 1catlona 1n an outatandlng de~:ree. 

1 as cal l ing on you to acoe11t t hia iaportant •• • i l DIIIent 1n the 
count~·· war effort . 

1 hope that 7011 will be abl e to arranJ I a leaYe or 
l batnct fr04 JOUl' prtltDt poaitlOD and take OYir the prtaldt DOJ 
ot the ;e~~eral Anlllne . Ua C4r i)Ora tlon at 7011r preaent ••lar7. 
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Ia dn ef tM &rpMJ ef tM alter, u '••"•te 
auwr b7 td" er air all letter .Ul M appPMlalet. 

,., tnl7 ,.... •• 

(lliped) H. Mora-U.., Jr. 

39 

S.•"tarr •f tM ,.....,. 

Mr. CM.rlu Bellr••p, 
E~ .. Ytl•• floe P"ala..t, 
lloaaaato Cbaaleal CMpelll'o 
1700 South s.eoaa St"''• 
St. Lode, 1&1aaov1. 

)J, N1 · (!_ , 

~-
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Febru&rJ 27, 1962 

TO: Yr. Fole7 

FROM: The Seoretar7 

lD Yiew or wr. Bernard' • report OD the in­

Yeatigatore assigned t o General Aniline & Fila Corp­

poratlon, what are 7ou goiJIC t o do about it 'l lh7 

shouldn't we h«re onlJ !irat- claaa inYeatigatora and 

not 11edloore onee? 

40 
V" 

--• 
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TO 

TREASURY DEPARTMENT 41 

INttft.OI'l'IC E COtoiMU N ICATION 

D ATC 

Secretary Korgenthau 
February 26, 1942. 

I am attaching Larry Bernard' s report 

on his interviews with the investigators assigned 

from the various Treasury investigating unite 

to the General Aniline & Film Corporati on. 

You will note that Bernard concludes that 

in his opinion al l of the investigators are loyal; 

however, only about eleven of the twent y are 

adequat e from the standpoint of competence. 

Sam Klaus collaborated with Bernar d in 

this work and would, I believe, concur in the 

report if he were in town. 

) .u 1-J. 

Attachment. 
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TREAS URY DEPARTMENT 

INT ER OF'FICE COMMUNICATION 

DATa Fob%'\IU7 25 , 1942. 

ro l!r. Folo;y 

In accordance with your instructions, I ••~~New York last 

l!ednesd~;y night and spent Thll%"llda;y, Friday, and Saturda;y checking up 

on tho investigators detailed to lolr. O'Connell to lllllke investigations 

of the personnel of the Conet'IIJ. Anll.ine and FU. Co"paey. 

Dur1na the course of -.., investigation I spent at leaet 30 a1nutea 

telldng with each of the f ollowing innatigetors who are aeaigned to 

l!r. (liConnello 

lloraan Tho""' 
Tbous II. Leaey 
Canol. a A. Tbompeon 
lle.rra t. t 0 'llara 
John J . kufenancer 
James A. Dickison 
'lliWIUil Bonkala 
F. l'e.le llcClnnahan 
ll4x Stein 
Bernc.rd V. Pfeiffer 

Joseph E. Lannon 
lle.rtin Lellller 
P'r&nlt Ueal;y 
J&IDOo A. Austin 
Albert 0. Steclaae.n 
Eugene J. !ilplan 
Arthur J. Blank 
A. lle.rvin Block 
Albert fi. Jo;yce 
Joseph J. O' Dea 

The quastions which I a sked the .. n were deai.gnecl to satioi)' M 

u to tbeir lo;yalty, honesty, and cocpetence. .bong other things , the 

questions which I asked of each ma.n related to the following 1118tters: 

his naae and address, place of birth, citiaenship, the birthplace or 

his porents and if t~ wero f oreign-born the facts concerning their 

natunllization, his ~~~~rital stetus, whether be had e...,r been outside 

or the United stetea, whether be hsd triends or relAtives in a forel.ill 

countr;y, whether he corresponded with aavbod1 in 8IV foreign countr;r, 

the basic facto concerning his education and experience, the organiza­

tions to which he belonged, the f acta re.lating to his ineoll8 and assets 

and licbilitios , whether ha filed income taxes, whether he was active 

1n poll tics , hi a mill tary record , if any, whether he had ever been sued , 

whether he had ever boon arreeted , and whether chargee had ever been 

preferred against b1Jo during the period or his Governaoent service. 

I alao asked each llllln what he wee doing in his present eeaico=>ent, 

who he wu working with , bow be was going about doing hie job, and who 

was suporriaing his work. 

• • 
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Cia t.M 1luU ot _, imwt!&at.ioD, I • Mu.tied Uat. all ~ 
t.M - en 1Aipl u4 ~. &sa on, 1 aa dollbt.M Uat. all ot tile 
- en _,.'bl.e per...-l.ill'rNU&at.an• 1 ...,_ ot iiMa llaw 11&4 
~ UIII.W ~ ill tile t1el4 u4 1 cr-Uoa iiMt.Mir t111tJ llaw 
t.M ,_.r.J. ~ abiUV wtd.ob wnl4 .able i1Ma t.o ctn.lop 1Bt.o 

nrN• ,_.a•·' 1Jn'Mtipton. 

tX U. - lleW aboft, 1 -SAer ~. 0 111U"a, t.J.er, at.ela, 
rt.ut•, lllooltt -..J.T, 11l8t1JI, D1cld.aa, lloC)e!M!IwDJ aJI4 .blf-..r t.o 
be ~te for t.be job. b baluoe ot U. Mil are, ill ., opilli"oa, ot 
~ •Hiler. 

1 ~ ........ clet.a.Ue4 .otee of ., illt.ni-' u4 u ,_ w1all 
.... ,., illf-t.loD o.bolrt. aq of t.be - 1 aball be lla4 t.o pw it. .. ,.... 
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ID.U..7r 

"*'k 7'"' t or eon~ \e • tiM 
, __ ._,q ot tiM e sllor ot \1111 

~-

l \oo • cnutied tiM\ \ IM LsnoS-1.sus 
Air• '' 11u -.. aped, ... x ..,. \!Ia\ 
1\ w1U Jlft~ \s bs u S..,r\alrt. s\ep \ooard 
~ 1a \1111 sslni• st FUt .ar 
probl-. 

l'leue express to \hs Chancellor ~ 
._. SfllftOia\1• ot his OOOFOrsUoo 1a \be _,\or, 

1iiN.n Nspoot.hll,y t 

lrttaH)I, •raatuwolrY 

Soers\er7 ot \he frseeurT. 

li.s lllssll~. 
fbo W,.osa~cr ot Ona\ llrl\aln, 
•e',.1.on.. D. c. 
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PERSONAL 

Ky dear Kr. Korgenthau, 

47 

BR1TISH EMBASSY 

W ASBINGTON. D.C. 

23rd Febru.ar7, 19~. 

I have been asked to convey to you 
the following message trcm the Cbancello.r or 
the Exchequer. 

"You wi'll now have heard that Lord 
Halifax haa now been instructed to a1gn the 
Lend-Lease Agreecent in ite present fonn. 

This will, I feel, surely enable 
us to make progress on many aepects or our 
collaboration. 

It ie a matter or great satisfac-
tion to me that this matter haa been aatisfactor1ly 
settled and I am very oonao1ous of the part you 
have played in bringing about thia result. ~ing 
diecusaion on this subject in the War Cabinet I 
had your message very much in mind. Once again 
many thanks tor your help and advloe.• 

Yours sincerely, 

The Honourable 
Henry Korgenthau, Jr. , 

United States Treasury, 
Washington, D.C . 

)fa+¥-
~ 

l...... I ....w;:;ifi 
1 wm:q.O 'C1 , , 

'~ • a~M j 
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TO 

TREASURY DEPARTMENT 

II'ITER OFFICI COMM UNICATION 

Secretary Morgentbau 

llr. Kame.rok 

SubJeo~: Shipments or Planes to British Forces 

1. In the week ending February 2~. a total 
or 129 p1a.nes or all t;rpu ( 1 trainer) were 
a hipped to Bri ti.eh forces. 

2 . In 19~2. the United lingdom appears 
to be concentrating on the import or ourau1t planes. 
In tbe eight weeks of 19~2. 221 pursuit planes were 
shipped to England and only 31 planes or other 
typea. In the whole year 1941, on the other hand , 
England received only 311 American fighters, while 
ehe wee receiving 1,228 bombers and ~68 aircrart 
of other types. 

3· The first ex~ort or ~ Lockheed Lightning 
f1Fhter (our P-38) 1e reported thia week with the 
del ivery or three to England. The Lightnin~ is a 
two-motor eingle-seater. It carries in its nose 
r our meohine guns and a cannon. It is supposed 
to have a top speed or around 4oO a1lee per hour. 

IJ8 
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Tabl e A - Sb1painta b)' .,... 

•••k Total Shlppect !o'al lhlppect 
&n4l~ ln 1942 alnoe 

rab .24 . 42 to 4att Jp.l .19.1 

Light and mediua bombara 1 3 1 ,124 
Keav)' bomber• 0 0 10 
Naval patrol boabere 2 7 109 
Purauit 74 221 532 
Ua7 Cooperation 1 21 ~ Trainer• _Q _Q 

Total to the United Iingdoa 78 252 1.9~ 

6 96 426 
0 0 

99I 1~ 14~ 

_Q __.! l5Q 
Eaet 24 259 1,584 

Li ght and medium bombere 0 1 55 
Nav8 l patrol bomber• 0 11 19 
Pursuit 0 28 70 
!rainera _l 1.22 ~ 

Total to Canadian Foroee 1 165 1,443 

To tbe Force! in BY!Ii! 

Light and mediu. boabera 9 29 ]§ Pureuit _Q _Q 

Total to Rueeian Foroee 9 29 

To the Br~tllh Paoitio Foreee 

Light and aedlwa bOIIbere 17 17 112 
Naval pat r ol bomber• 0 0 27 
Pureuit 0 0 168 
Tralnere _Q _Q lQ5 

Total to Pao1t1o Foroee 17 17 412 

Total 

Light and medlwa bombers " 146 1,793 
Keu7 bombere 0 0 109 
Naval patr ol bombers 8~ 

18 15t 
Pureuit 398 1,81 
A~ Oooperatlon 7 27 58 
Trelnere _l _ill. h21! 

To tale 129 722 5.509 

Regraded Unclassified
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Table B - 8h1paenta b7 T7pe1 

Sell unoobra 

Soelng B-17 
Boeton Ill 

Brewe t er Burtalo 

Cesena T-50 
Conaoli4ete4 Catal i na 

Liberator 

littJhaWk 
T04aahawlt 

Boaton 1 &nd II 
Boaton XII 

Fairchild 24 R--9 

Glenn Martin Baltimore 
liar)' land 

Grumman Uartlet 11 

Lockheed Ku4eon 
Lightning 

Nort h American HarYard II 
lfuet&ng 

Pi tcairn Autogiro 

Blltorek)' Cbeeapeake 

Stinaon-0~9 

Grand Total - All Types 

•••Jr. 
Ending 

Feb.24.1942 

31 

0 
0 

0 

0 

2 
0 

12 
0 

0 
9 

7 

7 
0 

0 

17 
3 
1 

4o 

0 

0 

_.Q_ 

129 

Total Bh1ppe4 
ln 1942 
to date 

66 

0 
13 

0 

86 

18 
0 

179 
0 

0 
16 

18 

98 
0 

5 
19 

3 
47 
1~ 

0 

0 

722 

50 

'l'ota1 Shipped 
Iince 

Jan. 1. 1941 

220 

20 
52 

168 

634 

155 
89 

561 
593 
82 

455 
4o 

166 
150 

46 

838 
3 

944 
225 

5 

50 

___ll 
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~ fable C - Plane lbl~ente to the Br1t1eh b7 Weeke 

Llebt u4 JaYal ArliT .... ...u. •.. .,, C!:l Coopera-
D'd b Ln bcwbtra r• bruit tlgn frt1ntrt total 

w...a, ....... 
of =r"'• 1a1 32 2 J 27 1 28 92 

li 21l 
0 5 JO 4 4~ 72 
0 2 ~ 0 105 

1 2 i 0 0 0 6o 82 Ia; 0 1 100 a ll 11l' 
0 ' 10 ,o 

)J 0 ' ar 0 • ~ 1 12 0 2 7 0 
I .J1 _,2 ..L. _li _z ~ J.2!. 

a.,m 155 1,816 
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- CONGRESS OF THE UNITm STATES 
..,..,.,. COM .. ITTW ON MDUCTfOH Of' 

l Q ILA&..~IOQIIIiiiD¢1 ..... 

There will be a meeting of tbe Join~ Committee in 

Room'~ Blq., __ on Mdq, J:..,~ 

at -~~L~-~--

To .. J!~r J1!M .. 1.1!!!111 .•.•.•.................•.•...•.....•.........•..•.• 
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TREASURY DEPARTMENT 

WASHINQTOH 

IIJNO!WilXIIC 011 Kll2'fiJO or !Ill .rolft 

OOIOII'!'l'D 01 liEDUO'riOI OJ lml-l!IJ'DSI EXPIIIDIWDS 

5 3 

J. aeoUnc wu calli<\ at 10100 J.. M,, hidaT, robrwll7 27, 1n 

the Senate Jinanoe Co=ittoo Boca in the Senate Otfioa Bl1ild1nc. 

!here ver. preeeDi& 

Seu.tore: 
.871'4 
IJlaoo 
Mclollar .,.. 

CODCHIII\onl 
Do\l&hton 
!raad~ 

!abor 

:kraau ot tho .Bw~«ett 
llr, Lo.vton 

General J.ooountinc Oftiell 
Mr. !)'1or 

Office of Chilian :Defenool 
Mr. LaDdie 
Mr. Corrington Dill 

Senator !;)'dine• attondl<\ tho aoetinc and vao perm ttod 1>7 the 

Committee at the end ot tho aeoeion to interrocate Kr, Landio, 

Soo.ator lt71'4 opened tha meotinc 1>7 rotorriDC to a l ht of 

oaployooa lllllmi ttl<\ bt Mr. LaDdie in reply to Senator :lyrd to roquut. 

7.'he Uot vao recohed by tho Coai t too on Jebruary 20 and ohoved the 

oaplohu of tho OOD as ot robraary 11, the d&to on vllich Mr. LaDdie 

took office. Senator .8)'1'4 pointed out tb&t tho naae ot Mile Ohano7 

vao not on the Hot. Mr. LaDdie coul4 not un4orotend how t his nuo 

had been oa1tto4. 

In reply to a queation Mr. LaDdie poillted out thet t he 001) vao 

craatod by llx8eut1 ft Order of the Proddent; that ao J)lreetor of the 

orpm .. uon he reporta directly to tha Preo14ont, and tb&t the office 

obtaino ito operatinc tun4o 1>7 appropriation• of tho Concr•••• &o 
pointed out that prior t o tho a..,.1labU1t7 ot a:ppropr1ot1ono the 

orp.ni .. t1on lunotioned under allooatlono 1>7 tho Prooidant froa hio 

•ercenc,- fU.n4. ! otol ~ollditurea to d&to on an &nllll&l baoio for 

poroonno1 uount t o $1,479, 26o and total actual oxpenditu.reo to 

January 31, 1942 aaounted to $365, 692, 00, Mr. LaDdie ao a 8pooi&l 

R;l::,IEFD!SB~'~~~~.,~ to tha Prooid&Dt r ocoina COJII})Ilta&tion of $1.0, 000 per ,...,., 

I t •:weare that there aro 99 ponolll ~o7"'- 1>7 OOD 'b7 4eta11 troa 

other dopartaonta. !b.oao •pl07111 aro on a 1no,..reiabur•blo1 bao1o. 
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TREASURY DEPARTMENT 

WASHINGTON 

lm!Oli.UDCII OJI MEF.'l'I&G OJ' 1'111 JOill'! 

COICMI'l'!D OB I!EilOOl'I OB OJ' :.>Jt.DIJIIISI EXPDDI!UJIIS 

A. aee~1n« vaa called at 10100 A. N,, J'rl.da7, J'ebN&%7 27, u 

the SeDAte l'1D&nce CoDa1ttee looa in the Suate Office lll1ildJJic, 

!here vera praaeut: 

SeD& tort I 
:B:rrt 
f l aao 
Nclellar 
Bye 

Oongne•en: 
Douc~>ton 
!r.adft7 
faber 

llo.reau of the J!U4«eU 
Nr, Lawton 

Oeuerel .lccoUDtiq Office! 
Hr. ftler 

Office of Civilian Defeuoea 
Hr, Laudia 
Mr. CorriD«ton fill 

Sell& tor 'f741nc• attended the meetioc tu1d vaa parmi tted by ~he 
eo .... utea .~ the and of the eeuion to interrogate Mr. Landh. 

Senttor :871'4 opened ~he aaetillc by referriq to a Hat of 

e.ployeeo eubaitted by Hr. Landia in reply to SeD&tor J:rrd'• requut, 

'rho Hot waa rtcei't'ed by the Oo1111i ttee on J'ebruar;y 20 and ehoved the 

e~~plo7eet of the OOD a,o of J'ebN&%7 11, the date on vhicll Hr. Landit 

took office. Senttor :871'4 pointed out thet the name of Nita Ohauy 

vat not on the lht, Kr, Landia could not un4eratancl. hov thb naaa 

had been ollitted. 

In reply to a q_ueation Nr, LaDdie poiDted out that tho OOD vao 

creatocl. by llzocutha Orcl.er of the Preaident; thet •• Director of the 
ore&Aization he repcrh cl.ir ecUy ~o the Pruicl.tnt, ancl. thet the office 

obta1Do ito operat illc flu>cl.a b7 a;pproprlationo of the Concreoo. lie 

pointecl. out that prior to the &ftilability of appropriatione the 

or,anization tunctionacl. under allocati ono by the Preoi4ent troll hie 

.. trcency tunc!., !otal axpeucl.itureo to da~o on an annual baaio for 

peraonnal •oWit to $1,,1!79,260 and total actual upencl.iturea ~o 

.TanU&J7 Jl , 191!2 11110nnted to $365,692.00. Nr, Laudia ao a Special 

R;J~m'ISI!A.tdo~aut t o the Preoicl.ont recehao coapanaation of $10 , 000 per :rear. 

I t appearo t hat there are 99 perooao eaplo)'84 by OOD by 4etaU froa 

o~her depar~ntt. !htoa aoployeta are on a 1 noD-raimburaable1 baoio. 

• 

Regraded Unclassified



54 
-2-

Ia • .._..,.... \b.elr ealanea are pa14 b7 \U apllCba ....Ur ldlich 
...., an -.1~ !he trw.nl a4 !IUbaht- _ ... of theaa 
-.1.,_ tllalle pertor.ed oa OCJ) worlt ua pa14 b7 \U OCD, 

!!wore •• a cenaral 41a.,.u1oa batwu SOAtor l!)'r4 10114 llr, 
r..tia N .. )laM1calar p...-ooaa a&lplo7ad ill co111>aoUoa w1Ui the 
tiJrMw fftl' loftnaut• 'llll1t &D4 tha O!tloa of Iaqaotor General, llr. 
-.Ala .. lated out that theaa 'llll1h ba4 bean abol1~ eo•• o! tha 
,_._ v• &nppea, aa4 other pereo~~~>al. tro.utnred to othar ot!l.,.a 
1e. OGD. 

!!wore •• a 41acv.u1oa ot OOJ!PUat.Uoa !or 'rOlVAtaer ..,rltere 
u4 pereou reoalw1Jic $1..00 per Tear• llr, ka41a vaa aol<ad to .,._ 
p1a1a u.. atlaa o! Mahla Doucla• w11o 1a II-' ot tha • .Arlo OoanoU • 
u4 ae .,...aata4 to n!lalt tor the raoor4 .....,.._ pa14 to YOluat .. r 
wllbra tar • baht.,... a4 tranl upeuaa • 

._tor M..Jreller qv.oted a prnlaloa !roa tha ,..., ... u7 aaoted 
_..,riaUoa 'IIUl coTerlJoc aoaq appropriated to tha OCJ) vbich p..-
111U\e \lie ua ot ev.ch approprlaUoa !or laatrv.oUoDal acUw1tlu aa4 
_,......_ tlla\ llr. ka41a ha4 ateta4 thet DODO ot the aoaq .....t4 ba 
'U&I tor aoUT1Uaa ot thia character, Mr, Lt.n41a n;plalaed that aona 
at \1M IIJ'Propriated aon&T na ba1"1 v.oed contra%'7 to the 1-cal. pro­
Tlolu 1e \1M .Appropriation .Let, bv.t that \118 ua• prohibl tiona waro 
110\ ooataluf. in the aonq allocated to hio orpnhation b7 tho 
'"•14•'• a-tor llcltollar "onton4a4 that llr, Lt.n411 ba4 broken 
taltll wltll h1a a4 no oporoti"' "on\ft%'7 to tha 1ntnt ot Ooncrou 
liT ao\ oheni"C the prohib1Uou oa allocated aon&T ao ware 
ooata1aa4 la tha ~ppropriatlon bill, 

!~wore •• a canaral 41aov.ao1oa ot ...rlov.a acUT1Uaa carried 
aa '117 tha OGII aa4 U • • the couan1110 o! tha Ooaoolttaa -bare that 
llr, lAMia 1111Mal4 abolhh all trilla 1a Ilia orpnluUon a4 confine 
ita uUTlUM t o tha baalc probl• of trw.lnl"C the people 1a 
pra ... the tea.-.r.a nacaoa&%'7 1a the n•t ot air rw.lu, h •• 
l.a41aa\a4 tllat av.ch uaih u the 01ac1al laaUoao 'O'n1t1 , "711Taical 
J'UaNa llalt• aa4 8fov.th .t.ct1T1Uaa1 ha4 ao place 1a the 0CD 
•...S•Uoa u cont.-plated b7 tha Oo~~CHaOo llr. ka41o atated tllat 
he lla4 pTaa -• cono14eraUoa to tllia probl• aa4 414 not bali ... 
tllat Ilia orpnluUon wa the appropriate one to O&r%'7 on the 
ll!raloal 1'1\uao procraa aa4 ha ua4uatoo4 that 111\hla a !w 4&7• 
\hie aooUoa ot the wotlt wcGJ.4 be traaatarred to 1011e orpnlsaUoa 
~llr.llahtt. 

!hare •• tunhar 411cv.ao1oa •• to tha aeoaaaU7 tor ~ 
.. elaoat1oaa1 aotlTltlaa to teach people to dance or TOUth act1T1tlaa. 
llr, lAMia AC1'M4 tllat he coGJ.4 ••• 110 neoea•1t7 for the oontlauaace 
~a IIP001al aactlon to 4eal with 7011.\h aot1T1t1 .. , 

----- --
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'!hare ._. 001l814erab1a · 41-.al.oa ooueftlllc \1M wlk .... 
'b7 ftriOU O"Ahtaallac a\1111\H IIIIo wen oarriel Oil \1M roUa ol 
OGD. 

lleutor 17M a*el ICr, l.eA41e to eqlaiA vllat ba4 'ba• 4ou 
b)' the orpnhaUoa 1a C'OIIlliOUoa wUll a1r ra14 allal\1 .... \1M,... 
of e1rau, aa4 tl"ll1ll1ac people for protaoUft aoU"r1'7o ICr, Laa41.a 
etatel \hat ICr, •alaoa hillel aa or4u oa ~~ 150 1942o etaUac 
the\ ao .. -.rial wn.l.4 'ba ralaaoe4 tor \1M cOilltnoUoa of a1r ra14 
ellal tal"l, but tlllt otllll" ac\1 "r1 \111 1A OOIIllacUon wl\ll tra1a1Ac 
paop1• aa4 o'b\&1a1ac tin ll[lli-'· ato,, ,.. ... co lAc torwar4. 

55 

llell&wr J!7a, ua1q tlla iAtoraaUoa n'ba1Uel w \1M 0oaa1u .. 
'b7 oaD, rafanel to the p&~ral 'baoh for ttaff1q \1M orpai~&tloa. 
H ~Q~P...-.4 tlllt aoot of \1M atatf 1a a 1111111'bar of 41"r1al.ou ..... 
all\alael troa VA. JIWA, or otllar ton.._..\ acaacla.. .. polatel Oil\ 

oaa 0111 of a paraoa- la llaa4 of the 01"r111aa ProtaoUoa lleoUoa 
at t)IOO par ...- ldlo ba4 """ 7I&J"& ll1cb aolloo1 14Do&Uoa u4 o'anel 
hh buaiA111 C&1'lll" &I a a1Jior olllk 1a ft4 1a 19)4 \o 19J6; t .... 19)6 
\o 1931 Ill •• aol1oU1q 11fa a.........,.. u4 la 1931 u4 1939 Ill ._. 
-.}llo7l4 b)' NAUI till llup1u llalkaUac .t.6ioia1etraUoa. ICr, l.eA41e 
aplal.u4 \hat ,.tural17 hh orpaicaUoa triel to pt C~G~Q~t•t 
paraonnal froa lloftl"llllllllt orpaicaUoea1! U oOU14 4o IOo 

Ia roply to a quaot1on 'b7 Ooacraoaaaa !raa4__, Xr, ~. 
po111to4 au.t till .., ... 111 which the oaD ooopara\14 with State 
oftiolale. 

Ooacno_,. Doucllwa rotarre& to the pra"r1ou orit1c1• of \loa 
Ocm orpalsaUoa which ba4 lllom w1 .. 1Pl"M4 111 the • .,._ ... ~ 
out till oou.\1'7 aa4 till affaot whioll tllio ori\lol• hao ba4 ,...,. 
~ aa4 till aal• of lilt- "bollllao .. 0&14 that Ill haa 
1'1011..-.4 a _, m.bar of co.pla1.ato f .... pal'IOD.I aca1aot tlll 
Mldlaeo .n .. ...,..... of OGD, 

ICr, l.eA41e •• reqll .. tel 117 •-tor 17M ta tara1oll for \1M 
1'1001"4 the -uat of ..,..., apaat for po.'bllcl\7 &114 S....tor x.K&Uar 
ull:e4 \hat \hero 111 1aaarte4 1n the racor4 a co.plata ........,.,1q for 
..,..., pa14 for trawl u4 n'bohtoaca. 

lleutor !741ap tllom opaeUoae& ICr, :r..z.ue u4 aoke4 bow 
....., pareoaa 1A the orpnhaUoa were eqarh 1a haii411DC "boa'be, 
eto., or u;parte 1a till UCIII&l'7 won: to be 4ona in caN of aa 
air attaclc. S....tcr !,Umco pv.r•el a 111111b1r of quaotlolll a1oac 
th1o line &114 pre11del paplllah h•el b7 OGII llldoll Ill atatel 
were preparo4 'b7 T&riouo orpal~&Uoae 111 till War :Dapanaaat. !he 
pclllt odlioll Senator !741ap u4a in hh 1.1u of quaoUoa1JIC ._. to 
till affaot that till orpair&Uoa obool4 be llaa4el b)' a t~ jzq 
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.,... 1e J>01a\e4 out that Grad Jri\aia had o\u'te4 viti> & C1"r111aa 
U.aoo orpah&Uoa 'tnlt fouad. 1\ uathf&etoq IJid. f1at.ll7 caae \o 
tu }101&\ vhore tho orpahaUoa aow coa .. uadu the A:rq hrri"• 
S.Utor f741DC• u14 he •e 110t urctDC that the enUre orpaioaUo& 'be 
}lla.oe4 IIJider lt.z.:r OIIPirriaioa &ad •ae4 'b7 lt.zq perao~mel, 'but that he 
t&..ora4 &a ArrtT ..,. •• \he aoUDC haa4o le alked Kr. Lu41a 1t he 
would 1aoon 1a tile record a etat•e11t •• to hie opb.1oa oa \hie po1at. 

Beaator J7r4 J>Oillta4 out that Kr. t.aa41e had told h1a he wae 
aow 1a tllo prooue ot r.orpa1&1DC the Oc:D IJid. he alked bow aooa \hie 
reorpAia&Uoa would 'be =-Ple\14 •• the c-ttt .. d .. lrl4 aa oPJIO"'"' 
t aa1t7 \o han Kr. leadie appa&r 'betore 1t &ad ~&111 111bat be ha4 
&COOIIPllehad. Kr. L&D41e aa14 he thoqbt he oould han -e\hlac to 
report 1a &'bout elz w..U althou&la the Oo-.l.ttee thou&la' he ~4 
a.oc~U Ill 14101\hlac 111 thir\7 4&7•• 

!here •• a ,.,..ral a;oreoe1oa ot 'ri..,. 'b7 \he -bere of tha 
OoelttH 1a llhioh \hq a4w1ae4 Kr. Lu41e \hat thq ha4 110 1atea\1oa 
to •'b&rraae h1ll pereollall.7 IJid. reoocaha4 \ha \ he took onr aa 
orpAi&&Uoa with two atr111: .. oa Ma11U, ""' \hat \hq tbou&la\ he 
lhoald etr1P hie orpAia&Uoa of all &Oa-ouaa\ial acU'riUes. 

!he autlJIC a4Jouraa4 at 121lio P. II, 
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HGDorable J ... • w. Landla, 
Exeoutive Director, 
attica of Civilian Detenae, 
lia~hillgton, D. c. 
liJ dur Wr. Land111 

Further reference h ll&de to raur latter of 
JanUAI')' 23rd, with r .. peot to the Ccwmnlty PluniD£ 
and Organiut ion Program of the O!tioe of Cirlliaa 
Datu ... 

Proa~pt}1 upon receipt of your re~ .. t, the 
varioua bUreaua and dlYieiou ot thil Depart.ent 
wre directed to turnilh copi11 of &111 repcrte, nr­
"'l' or other available •hri al relating to aocial 
and ! ndu•trial probleua arilinc in l ocal o-lD' t111 
&I a reault of war aotivitiea. !he funotioa~ of the 
Treaaur1 Depart=.nt do not, aa rou know,_ i nclude 
aotl vitieo which b&ve cUreot contact wi~ probleu 
of the nature described in rour l etter. Beoauae of 
thh tact, the bureau• and a.!YhiOill of the Depart­
Milt b&n not found it pouible to eubal.t &DT 
materi al auoh u would oo:u within the 10ope of 7aur 
requut. 

All inter11ting 1\lgglltiGD h-nr b&l been 
IU~tted by the Proour«1ent o!viaiOD ol thla Depart­
aent. w.. Cli!ton E. Y&ck, the Director of 
Procure~t, calla att ention to the poaaibllity of 
utllblJII the federal Buain111 .tuociatlOD& in can­
uotlon w1 th the work of the C'W'""' tr Planning ud 
Organisation Progrm Dlvhi on. .la rou will ob11rn 
froa the enclosed 11at, there are about ODe hundrt4 
of t he•• .llaooiationa, located in t he l &r&er oitiea, 
the ..aberahip being ooapoaed of the be&dl or 
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ll7fM llhoal4 uolte that thea• 1Hoo.l&t1 .. 
lllcbt M uae4 acln.ntu:eou]J' 1a 10A1160tlca w1 tll the 
C nlt:J plennhll ani Orpiliaatlca Pnpw1 oro 1a 
UJ ot!lar pb&Ha Of 7WP work, I lh&ll M pl ... .a 
'' ha'fo the DlreotOP ot Procn.uoaeat eltber JNMilt 
the -.tttr to tM NlpiOUYe orp.alaatlea, OJ' 
Uft11£e tor- thalr dbeot o .. l'lt.tlOD wit& Npl' .. ea­
tatlna o! the Oftloo ot Cblllu Defenae. 

Sillcere]J', 

(ll~Mt) 1. h r l&a\Uao , .. 

oro a/a 
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STATIMIWT Of BIORITABT WORGIITRAU BIFORI 
TRI COWMITfl! OW WAYS ARD WIAJS Of TR1 

HOUSI ' Of RIPRISIWTATIYIS 

I aa appearing before you today in .upport of 

H.R. ____ which raiaea the liattation on the power of 

the Treasury to issue public debt obligation• under the 

Second Liberty Bond Aot, aa aaended, froa Sb5,000,000,000 

to $125,000,000,000, and pr~videa greater flextb~lity to 

enable the Treasury to oonduot ite financing operationa. 

On previoua occaaiona I have atated that I f avored thil 

periodical review by the Oongreaa of the situation with 

respeot to the public debt. I think it serve• a uaeful 

purpose. It bringa ' to the attention of the Oongreaa and 

the public the condition of the public treasury. 

It ia urgent that this bill be proaptly enacted. 

The balance of our borrowing authority at the end of 

February, 1942. waa about $1,500,000,000. By t he end or 

March tt ia anticipated that the borrowing authority will 

be inautfioient to cover the necaaaary debt iaauea fbat 

will be required during the aonth of April. 

In January, 1941, I appeared before your Oo .. ittee 

in aupport of a bill to increaae the total borrowing 

authority troa $49,000, 000,000 to Sb5,000,000,000. It 
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.,.ared at \bli 'lee , .. , a Ual\aUon of 165,000,000,000 

would be nfflolen' \0 enable \lie freuv.ry to flnanoe 

\be ee\l•a'ed deflot• la 'II' lad11' .a'll 'II• end of 'II• 
preeen\ flecal vear and pro•lde eo•• aar11n. Ia' .. -could no\ foreeee 'hen~' we would be IDI&Ied ta a war 
tba\ would requlre our all-ou' effor,, Our defen .. 

prograa a\ 'ha\ \lae uoun\ld \o approxlaa,ely S21,5QO,OOO,OOO 

in approprla\lonl, oon,rac' .a'llorlaa,tonl, and r~­

Uone. The war pro1ru aow no11d1 Sl40,ooo,ooo.ooo. 

file 194} Budget 1ubalUid '• \be Oongrea1 early 

in January lftdloate1 'ha\ \he deflcl' for \be ourren\ 

fiecal year ending n••' June 30 will uoun\ 

and, in acldl\ton, \ba\ \be 'freaeury will be reqolrld \o 

acSnnc1 \o 10nrnaea\al oorporaUon1 approslaa\ely 

S},OOO,OOO,OOO \o fla&DCI ·\belr ac\lYl\lel. On \be baele 

of \h111 11\laa\el \be public deb\ on Jaae }0, 1942. will 

uoua\ \o $70,600,000,000. fbi e1Uaa\ed deflcl\ ln \be 

fhoal Jl&l' blatnatna July 1, 19't2, af\lr \aklng ln\o 

conaldera\lon a4dl\lonal oon\aapla\ed budae\&rJ re•enuaa 

of S7,000,000,000 fro• new tas leatela\lon, wlll aaoun\ 

\o $}5,400,000,000. We will aleo be reQUired \o ral11 

$4,400,000,000 for JOYirnaantal oorpora\lonl. The ea\laa\ed 

lnoreaae ln \he publlo dab\ for \1.11 flaoal rear bellMlftl 

July 1, 1942, baled on \heee ea\l .. \11, wlll '~I be 

-
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$}9.800.000,000 aDd lea•• •• wtth a PD'lto deb' oa 

June 30. 1943. of $110,400,000,000. 

66 

VIttle theee fiaur•• are hu,e in aaOUDt, they art 

aadl niOIII&lJ by \tat IU&\ \atk \0 whiola \b Ooqrtll 

and the Aaerioan people h&Yt dtd1oatld \htatelYet, naaely. 

\ hi \Uk of VinDiDI \hit VIZ, What eYer the COlt UJ be 

"' ua rtad.J to faoa it. lfe ue etronc anouah to bl&l 

1\, and ve know \ha\ lt will be worth it tn the end.. Ae 

I haYe •uaaeeted before, our production of o•erwhelatnc 

quan\1\tee of war aaterialt, an effort that aaket \late 

dtb\ ftiOIII&lJ, tbould friah,en DO Oftl bQ\ Our eneaiet. 

!be bill before you propoeet cer\atn Ohan&lt in 

\he authority of the treatufJ to oond.uo\ 1\t ftnanctna 

operatlona 1n addi\loD to \he inoreaee in the deb\ 11a1ta-

\1on. \heat are a• followe: 

1. the S.tre\&fJ of \be freatulf would be authorised . 
to tent Trt&IVJ aarkttablt eecur1\1ea on a dltcoun\ bull 

or on a ooabinatlon 1ntereet-blar1DI and dteoount baete. 

A\ \be preaent tiat we ha•• authority to iteue reaular 

aarke\ablt eeourttiee oD a diecoun\ baait oDlJ if the 

aa\ur1ty date it Do\ aore than one year after \heir date 

of 1teuanoe. Tbte additional authority would st•e \he 

Treaeury aore flt~ib111ty and perai\ 1\ \o deeira i\1 
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iaauea to contora aore oloaely to tha lnYeataent require­

aenta of particular olaeaea of purchaaera . 

2. The Secretary of the Treaaury would be authorlaed 

to accept in hia diacretlon obligatlona of the United 

Statea which are redeemable upon deaand in payaent of any 

taxea i apoaed by the United Statea. This, in effect, can 

be now aocoapliahed by t he holder of auch obligation• 

turning thea into t he Treaaury and getting the caab and 

t hen uaing the cash to pay taxea. The new authori ty would 

ai aplify t he procedure and would a&ke it aore convenient 

to the tupayer. 

3. The Secretary would be authorized to offer any 

new Treaaury obligation• in exchange for outatanding 

obl igation• of any agency or inatruaentality of the United 

Stat es which are guaranteed by the United States ae to 

both principal and intereat. The Treaaury baa taken over 

al l the financing of the various governaenta l agenciea 

which foraerly iaaued guaranteed obligations, and now 

provides thea with funda by purchasing their aecuritiea. 

Ve are alae in procesa of r efunding the outstanding 

guaranteed obligati one of t heee agencies into Treaaury 

eecur i tiea, but in view of t he language of the varioua 

etatutee under which guaranteed aeourlttea are laaued, lt 

i a now neceaaary to refund thea indirectly by purcbaaing 
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~~ ,..raateed 1eouri\J and eellinr the holder a Tre ... ry 

1aour1'J · Thie propo1ed aaenda1nt would elaplifJ thlll 

operation• and perait ue \o offer !re..ury -.ouritlel 

dlreotlJ to the holder• of th111 guaranteed obliratiOftl 

tn exchange for euoh obll1ation1, in the eaae aaan1r a1 

TreaturJ eeouritlee are now refunded. 

~. A proYilion ie included to clarify the authoritJ 

e1i1tlng in Section 19 of the SecoRd Liberty Sond Act, 

whloh •• originally enacted in l93ij, wae intended to perai' 

the !reaeury to buy any of i\1 eecuritiee in the aart1t 

at or before aaturity out of the prooeede of any publlo 

debt 11ourit1ee prniouely eold. The pruent languace, 

hOweYer, il aabiguoue and aight be interpreted to aean 

\bat th1 aDthortty aay only be ueed, in effect, for the 

IIOkaall of one eeourt\y for another. !hie aaendaen\ 

WOGld olari!J the language in that eection. 

5. The Poetaae\er General would be authorized to 

traaefer the liability for outetandtng Poetal SaYinga 

ataapa to the Treaeury, and hie authority to teaue auch 

at .. pa would be teralnated ae of July 1, 1942. The Tre..ury 

will then aaeuae t he liability for redeeatng euoh ou\atandlftl 

1taapa and euch a\aapa will beooae a public debt obligation. 
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When WI 1D1\1&'ed oar prlllft\ DlftDII I&YiDJI 

proaraa la1\ year we 4•••14 1' a4Yilable \o u\111•• ,., 

taolll\itl of ,., Po1\al laYlnJI Bya\ .. b~ .. 1' ... 

already iiiUiftJ laYlDJI 1\ .. pl and had \be facill\111 

for iaaedia\ely oarrylna ou\ an expanded prograa. !le 

que1\ion 11 now of\en ral11d by \be purcbaaer of Pol\&1 

SaYlnJI 1\aap1 &I to whe\her \he tund1 thue proYlded ao 
into \he !rea1ury for the purp011 of helping \o pay for 

the lational Defen11. Of cour11 auch tunda do coee ln\o 

\he Treaeury and they are aYallable for \ha\ purpoae, bu\ 

lt 11 IOitti1e1 a little difficult for the purohaeer \o 

under1\and. In •lew of \hi fact that \he Defen11 SaYinge 

proaraa 11 carried on in the Treaaury, I belie•• \ha\ 1\ 

would facill\a\e \he whole prograa lf we could el1•1na\e 

Poe\al Sa•lna• e\aapa and laaue ln1t1ad Tre&IUry Sa•ina• 

etaape. Theee new etaape would &110 be aold through Poet 

Of fiCII a1 well &I o\her agtDOill. The POI\8&1tlr General 

concure i• \hie propoeed dbanae. 

6. A proYillon 11 included to re•o•• \he \ax­

llt•ptlon pr1Yilea•• on ineo•• froe 1barea of •'oct 

laaued by Federal aaenclea and lnatruaen\all\iea which 

¥Ire lnad•er\ently o•l\\ed fro• a 1iailar pro•iaion in 

\he Publlo Debt Act of 1941 . t•i• would put theee abarea 
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o! etoot on \be eaao llule u obllpUoae ll ... d 1tJ \lie 

United 8\a\11 aDd bJ l\e &IOftOlll U proYldod la ,,. Ao\ 

enacted lu\ rear. 

Wl\b thll enlarrld borrowlac protna before u u ----
11 11eoe11ary aore than enr tba\ \be friUUJ ozor\ "'1'1 
effort to obtain 1\e funde froa tbe aurrent tao ... of ''' 
people. We ban. therefore. ahrl&llJ e~pa~~dld CMU' 

cupatsn to eell Defea .. Ianna• Bollde. ltaoe lu\ .., 

firet. vben the preeent Detinet laYlftll IoillS PfOihlll ae 

1Daupratld. ve ba•• eold approtlaately t~t.ooo.ooo.ooo 

ourren\ redeaptlon Yalue of euob tteazltlee. Up to 

Dtotabtr f1ret. auet prior to \be attaot on Pearl Harbor. 

\be aale of tbeee eeourltlee •••raced about $}00.000.000 

a aontb. In the aoath of Doo .. ber ve eold t500.ooo.ooo. 
la the aoa\11 of Jamaary onr a b1l Uoe dollar•. aDd in 

\be aoatll of febnary approzlahlJ •150.000.000. file 

&.erioan people are re~oading eplendidlJ to our effor\e 

to place tbeee eeour1\1ee In tbe bande of \be real ln•eetlac 

pubUo. lfl\biD the pat\ llZ\J d&JI ve ban lnauprated a 

plan for •olunt&l'J paJ roll dtduottone to purollaea laYlnr• 

Bonde. ll&nf bueineea lneU\uUone b&n alrtadJ &dop\ld 

tuob plane and \be nuaber it lnoraaeinl eaoh weet. At \be 

( preeent \lae aearlr one-half of all \be lndGe\rlal eaplOJIII 

Regraded Unclassified



( 

71 
. I . 

of the country ban tllle ae\llocl for bayln1 lt.nnc• Bonde 
aTallablt to th8e. It 11 hoped tbat wtthln the oouree 

of the nett few week• pract1callJ all bu1tne•••• will 
baTe adopted theee plane. 

The Treaeury 11&• a treaendou1 progru &bead of 1t. 

Jo one appreolatee the aagnltude of our problea• better 

than thole of u1 tn the freaeury. We are faotna the fact• 

1quarely, and we are vort1nc oont1nuouely in our endeaYOr 

to finance the war procru a• .ach u po11ible froa ourrnt 

1aTing1 in order that our ttecal operation• aay be a poeltl•e 
force in wlnni~ the war and in preTentlng inflation. 
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'is is Ur. Kuhn's Draft "B" but it is 

t rnft "C" or tl•e Secr e tary ' s tax statement. 
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Statement of Secretary llorgent~u before the 

Ways and Weans Committee of the 
House of RepresentatiYea 

March 3, 19t2 

I am here to offer my suggestions as to our first 

Revenue Act of the war. I hardly need to emphasize 

the seriousness of the occasion. The task before us 

is to decide how this desperatelf serious war is to 

be financed and how its gi gantic cost is t o be dis-

tributed. Economic and social conditions during and 

after t he war will depend to a large degree upon the 

courage and wisdom with which we attack these problems 

now. 

To defeat the strongest combination of enemies in 

our history, we shall have to spend on a scale fer 

which there is no precedent . If we are to equip and 
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trauaport flghtiDg men in sufficient numbers to 

turn the tide, if we are to furnish t he weapons to 

the men who are doing the fighting, we shall have t o 

use every ounce of our national energy and mobilize 

every possible dollar of our income . The President 

haa announced a program involving expenditures of 

$59 billion in the fiscal year 1943. We shall have 

to tax in accord~ce with the magni tude of that program 

and in aocora~oe with the seri ousness of t he position 

in which we 1tand. 

The President's Budget Message in January called 

for the raising of $7 bill i on in new revenue f rom 

taxes, together with an additional $2 bil lion to be 

obtained from the social security program. The un­

precedented sum of $35-1/2 billion wi l l have to be 

~B 
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borrowed in the coming fiscal year, even if the new 

Revenue Aot fulfills the President's hopes to the 

lnst dollar . I should like to urge, therefore , the 

adoption and attainment of the goal the President has 

aet, not as the maximum but as the Tery least that we 

. ·­, . . . . . 
;: 

75 

can afford to ask of the American people at this criti-

cal time . 

Our task is more than the raising of a huge 

amount of new revenue . It is to make the tax program 

an instrument of victory. It ia to frame the Rew 

Revenue Act so wisely and so soundly that it will 

facilitate the maxicum production of war materials, 

hneten the mobil i zation of our resources, strengthen 

the unity of our people for tl.e wagin< of total war, 

D-B 
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and prepare us for the new economic and social prob-

lema that will face us when tho war is over. 

This means, firstly, that the n~w Revenue Act 

must help to oheck inflation, for nothing in the 

economic field can interfere with the war effort as 

muoh as an uncontrolled rise in prices . 1n infla-

tionart price rise is a source of grave social in-

justice . It undermines morale and impedes war 

production. It strikes at random without considers-

tion of equity or ability to bear the hardships which 

it imposes. Once it has acquired m.omentlll:l, inflation 

is extremely difficult to control, and.it will leave 

a heritage of post-war stresses and strains that will 

haunt us for decades . 

D-B 
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Today we are confronted with a gran threat of 

inflation. Prices of food today are following pre­

cisely the trend of the first World War; prices of 

all commodities are rising at a somewhat slower but 

nevertheless disturbing rate. (i chart showing these 

trends is attached as ippendix !.) Unless effective 

preventive measures are taken by all the means at our 

comn~nd, we shall have a rapid general increase in 

prices, with a resultant rise in the oost of our war 

effort far beyond the figures now contemplated. 

The way to prevent inflation is to prevent people 

from engaging in the futile effort to buy more goode 

than oan be produced. This requires, first of all, 

tho continuous and willing cooperation of every man 

and woman. It also requires a comprehensive and 

D-B 
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integrated program of anti- inflationary Deaaures, 

in Nhich increased taxes and increased savings are 

essential parts. Price control, rationing, and the 

regulation of consumer credit are other parts of such 

an integrated program. 

It is important for us to remember that all these 

controls are interrelated. The devices of price con-

trol, allocation and rationing will be more effective 

if taxes and savings are increased. Similarly, the 

effectiveness of the fiscal devices in preventing 

inflation will be greater if price and commodity con-

t rols are used. 

We should, therefore, tax so as to withdraw the 

greatest possible volume of purchasing power at t his 

time , when money incomes are high and the quantity 

D-B 
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of goods for civilian uae ia shrinking da1 by a., 

because of the demands of our war effort . 

A second obligat ion, a second pressing duty, ia 

the need for severe econo~ in the operations of 

Federal, State, and local governments. The anti­

inflationary purposes of our taxing and savings pro­

gram will be defeated if, at the same time, the 

agencies of Government indulge in unnecessary expen-

diture . 

is you know, I recommended a few months ago the 

saving of at least a billion dollars in Federal ex­

penditures which caused competition with war produc­

tion and added unnecessarily to the volume cf pur­

chasing power in the hands of the people. I 

recommended especially the imoediate reduction of 

D-B 
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expenditures on big~ conetruotion, rivers and 

harbore , non-defenee vocational training and Federal 

eubeidias to keep up the prices of agricultural 

products. 

Since then some economies have been made, but 

in the JD&in nry reco!llllendations have not been followed . 

A vast field for econo~ remains, not onlf here in 

Vlashington but in the operations of State and l ocal 

governments . I should like to urge once more that 

real and substantial economies be ~:~ade as a corollary 

to the new tax program. 

I do not mean that we should economize on the 

health and strength of our underprivileged, for that 

is no econonry at all; but I do mean that we should 

save in subsidies to those who no longer need 

D-B 
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tion projeote which can be poetponed until the war 

h over. 
~ 

I have epoken of the need of checking inflati on 

and t he need of cutting non-eesential expenditures 

in financing the war effort; I come now to a third 

and moat insistent need that should govern our war-

time tax program. That is tbe need of holding fast 

to .the basic pr inciple of our tax system, namely, 

that taxea should be fair and non-diacriminatorr and 

bapoaed in accordance with ability to P&1• The coat 

ot this war will have to be borne by everyone. It 

will be borne willingly and cheerfullT if the principle 

ot ability to pay is followed. 

D-B 
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In terma of the new tax program, thie princi ple 

meane thst special privilege• in our tax laws should 

• 
be removed. It means that taxes whioh oannot be ad-

•• 

82 

justed to differences in income or familT responsibili-

ties, suoh as general sales taxes, should be avoided. 

It means that undue profits should be recaptured 

wherever the7 occur. Unreasonable profits are not 

neoeeeary in order t o obtain maximum production with 

eoonomioal business management . The oauntry will not 

tolerate the retention of undue profits at a time like 

this, when millions are pledging their very lives to 

asve and perpetuate our freedom. 

ill will be expected t o bear their fair share, 

in the higher and lower income levels alike . The 

recommendations which I shall now outline to the 

D-B 
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Committee will involve progressively increased taxes 

throughout the whole range of individual and corporate 

income now covered by our tax l aws. 

1. Individual Income Tax 

The individual income tax is the best available 

type of tax based upon ability to pay. Its rates and 

exemptions can be adjusted according to amount of in-

come and differing family responaibil ities . Further-

more, it is a direct tax. It falls where the Congress 

wants it to fall . 

I recommend that the individual income tax be 

changed to yield approximately $3 billion, or sixty 

percent more revenue than will be yielded under the 

present law. 

In recommending this amount I have had in mind 

the fact that the great bulk of tax increases under 
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the aooial security obanges will also tall on indiTidual 

incomes. In accordance with the President ' s Budget 

Message I feel that the social aeourity program should 

be expanded both as to coverage and as to protection, 

and that increased taxes for this purpose should be 

increased by approxi:ately $2 billion a year. I am 

not making any recommendations with regard to social 

security taxation or benefits in ooruteotion with t his 

bill, but changes of the magnitude indicated should be 

kept in mi.nd in plaruting the tax program. 

i s for the individual income taxes themselves, 

I am suggesting a substantial increase in the income 

surtax rates throughout the scale. I should like 

to give you a few examples to show the effect of 

those increases on typical income~ 
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1 eingle person with no dependent•, with a ~t 

income of $3,000, pays $221 tax under the present 

law; he would pay $438 under lhe suggested schedule . 

A married person with two doponaenta, and with a net 

income of $3, 000, pars $58 under the present law; he 

would PST 94 under the sucges achedule . 

A single person with no dependents and with a 

net income of ~10,000 pays $1,493 under the present 

law; the suggested schedule would call for payment 

of $2,673. 1 married person with two dependents and 

with net income of $10,000 pays $1,117 under the 

present law and ~ould pay $2,101 un er the proposed 

schedule. 

The acoompanyin tables, which I slmll non aut­

mit to the Comcittee, will s ow the rate acale and 

D-B 
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comparative effective ratea of tax under the preaent 

law and under the auggestod program. (1ppendioea 

B,C,D,E.) 

Because of the threat of inflat ion and because 

of large increasea suggested in the rates, it beoomea 

essential to afford a more convenient method for the 

payment of income taxes. The best available expedient 

for this purpose ia e provision for collecting at 

the source for those incomes that are paid periodi-

cally, including wages, salaries, bond interest, 

dividends, and royalties. 

To start such a system immediately, however, 

might cause considerable hardship to taxpayer s be-

cause of the substantial increases they are already 
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called upon to pay durlnt the year 1942 aa a result 

of the ReTenuo Act of l~l . On tho other hand, if 

tho threat of inflation makes necessary quick and 
'!!..2 .. 

substantial increases in the rate of tax collection, 

we ca~~ot afford to postpone collection at tle source . 

Since it is not known how aoon substantial in-

creases in the rate of t ax collection mlJ be needed 

to check inflationary price rises, the Secretary of 

the Treasury should be authorized to begin the ool-

lection of income t~e• at the source, at any time 

and at rates within hie discretion up to lO rerc~nt 

of the taxable net income. This would not be a sup-

plementary tax; it would simply be a ceans nf collec-

tion. It would furnish needed flexibility in relet-

in~ tax collections to future economic conditions. 

D-B 

Regraded Unclassified



- 16 -

2. Corporation Taxes 

It is recommended that aaditional taxes be raised 

from corporations in t he amount of $3 billion, an 

increase of slightly more than fo rty percent. 

A substantial share of the increased corporation 

tar. should fall on excess profi ts . Taxes paid from 

such profits have less disruptine effects on business 

tha~ taxes which are generally applicable t o all cor-

porate earnings i r respective of amount. A tax uhich 

absorbs excess profits ttill leaves t Le corporate 

taxp~·er r:ith e. sufficient n:ar c;in of income for divi-

uends and safety. On the ~ther band, a tax which dips 

too deeply i nto the incomes or low earning corpora-

tiona n.ay seriously affect their debt-paying capacity , 

if not their verr existence . 
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It 11 ~ tllat thl •xbwm rate of the 

exce11 protlte tal be iaoreaaed from sixty percent 

to 1eY1D~-flYt pereent with corresponding increases 

in the l ower rate brackets. 

The propoatd increases in the excess profits 

taxes haYe the-additional virtue of recapturing undue 

prefits on war contract s. This method is far better 

than imposing profit limits specifically on war con-

tract1. fbe difficulties of segregating profits on 

war coRtract• are Yer.f great and involve personnel, 

exptntt , uncer tainty and litigation which we can ill 

aff ord at t hi1 t ime . Koreover, it is almost impossible 

to deter.ine what rates of profit on ooet or sales 

would be equitable under the widely varying special 

oircu.atanc•• confronting different industries and 

cntrutor•· 
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With rates ot thia .agnitude it ia inoreaainglJ 

important to have a fair basis from which to measure 

the profits subject to the exoeea profits tax. In 

addition to the manf provisions in existing law to 

adjust earnings of the base period to take account of 

unusual circumataneea , it is auggeated t hat furthe r 

relief be afforded where the earnings of the base 

period were abnormally depressed. 

Other changes in the excess profits tax law 

should also be made, some to eliminate defects which 

have been brought to light in the operation of the 

law, and others to eliminate unnecessary hardships. 

These changes are of a more technical character and 

will be presented to the Committee lat er , at its con-

venienoe. 
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There should be no further increaee in the cor-

porate normal rate becauae any euch increase would 

result in an undesirable windfall to the holders of 

partially tax exempt Federal securities. 

It ia suggested that the balance of the $3 billion 

in additional corporate taxes be proTided by a special 

war surtax which would absorb t he present corporate 

surtax and would be imposed at the rate of thirty-

six percent on corporations with incomes of more than 

$25,000. This tax would differ from the present aur-

t ax in that a special tax credit would be allowed when 

the surtax net income for the current year has dropped I 
in comparison to the income for the pre-war period. 

In a further statement one of my assistants will give 

the Committee a detailed explanation of this proposed 
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war surtax e.nd tl:e reasons which have led the 

Treasury to recommend it. 

There can be no fair quarrel with tho imposi­
~ 

tion upon corporations of a eubete.ntial proportion 

of the increased loe.d of taxation required by our 

national peril. We are fightin3 for tte ~intenance 

of the very system of fr ee enterprise which makes 

corporate profits possible . I am confident that in-

oorporated business will willingly pay at such a time 

an additional amount of tax which will, e.ftor all, 

leave it in the aggregate in t he same e.pproximate 

position after taxes as durill6 tr.e years before 1!)40. 

In t he critical months ahead our patriotism 

will be put to the acid test. It must rise above 

the profit motive . National war production may be 
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tragically inadequate if it depends upon that motiYe 

alone. This h a time when we IIIUat forget profits 

and concentrate upon a supreme productive ef fort 

which al one will win the war. 

However, it is recogni~ed that very high top, 

or so-called •marginal rates,• may leave little in-

centive for the maintenance of efficiency in business 

operation. Furthermore, after the war there may wel l 

be need for a large volume of expenditure in readjust­

ing industcy and maintaining employment . For these 

reasons it is believed desirable t hat in the case of 

any dollar of corporate profits the receipt of which 

results in an increase in tax beyond perhaps eighty­

five cents, the additional tax on suoh dollar shall 

be held by the Government to the acoount of the 
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corporation and be returnable within a liaited period 

after the war, in those caaea where it ia spent for 

new and additional capital equipment or otherwise ia 

spent in the additional employment of labor. 

91 

The uncertainties of this period also make it 

important to reduoe to t he minimum the necessity for 

prophesying. The capital stook tax and the associated 

declared value excess prof its tax are determined 

largel1 by the accuracy of guesses about future profits. 

It ia suggested that the revenue produced by these 

taxes can be more fairl1 and leas harmfully proeuced 

by the other taxes on !orporationa and that accord­

ingly tho capital st ock and declared value excess 

profits taxes be repealed. 
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3. Estate and Gi!t Taxaa 

The estate and gift taxoe are imposed at the 

time of the transfer of weal th from one person to 

another. llaey of the for tunes which are being trana-

ferred , and will be t r ansferred in t he future, were 

built up during a period when income tax rates were 

95 

far lower than t he7 are today. It ia much more diffi­

cult now to build up large holdings of property. For 

this reason substantial increases in the estate and 

gift taxes should be imposed aa a method of equaliz­

ing tax burdens. The suggested increases are indi­

cated in attached tables . (Appendices F and G. ) 

In conjunction with the rate increases, it is 

suggested that the existing insurance exclusion of 

$40,000 be merged with the existing exemption of 
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~40,000, and that a single exemption of ~60,000 be 

allowed. This will increase the present exemption 

in some oases and decrease it in others , and will 

remove a discrimination between persons who are in-

aured and those who are not. 

It is likewise suggested that the exemption tor 

the gift tax be reduced to $30,000 and t hat the annual 

exclusion of gifts be made a total of $5, 000 for each 

donor, regardless of the number of donees to whom 

property is given. 

These changes in rates and exemptions , together 

with certain changes designed to prevent avoidance 

of the tax, should increase t he annual revenue from 

estate and gift taxes by $250 millions. 
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4. boil• fuea 

New aDd increased special excise taxea on dis-

tilled spirits, gasoline, cigarettes, soft drinks, 

candy~ aDd chewing gum, and other items, are sug­

gested to raise approximate!T $1. 2 billion of addi-

tional revenue. 

!lthough these excise taxes are in the nature 

of sales taxes, their effects are substantially dif­

ferent from the effects of general sales taxes. Some 

of them are imposed on commodities of which there is 

or will lncreasinglT be a scarcity. Such taxes not 

onlT 7ield revenue but help to conserve materials 

needed for the war. Those excise taxes not relating 

to soaroe commodities have bean chosen so as to fall 

on goods which are widely used and are of a luxur7 

or aemi- lururr character. The increase in consumer 

• 
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incomes will keep up the demand tor those commodi­

ties despite the higher taxes . Needed revenue will 

thus !l'l~~ned, consumer purchasing power will be 

tapped, the producers will not be injured, and the 

consumers will not be taxed on necessaries of life. 

98 

These special excise taxes have the further ad­

vantage of not requiring any substantial expansion of 

administrat ive machinery. 

llo general sales tax is reoo11111ended, and indeed, 

I strongly urge that no such tax be made a part of 

this revenue bill. The gener al sales tax falls on 

scarce and plentiful commodities alike. It strikes 

at necessaries and luxuries alike. It bears dispro-

portionately on the low income groups whoae incomes 

are almost wholly spent on consumers goods . It is, 
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therefore, regreeeiTe aDd enoroacbe1 harmtullJ upon 

the standard of living. It increases prices and 

99 

makes price control more difficult. It stimulates 

demands for higher wages and adds to the parity prices 

of agricultural products. It ia not, aa many suppose , 

easily collected; on the contrary, ita collection 

would require much additional administrative machinery 

at a time when manpower is scarce. 

5. Removal of Special Privileges 

There are in our tax system certain provisions 

which grant to relatively few of our people special 

advantages and privileges at the expense of the great 

mass who must p~ what is thereby lost . I am unwilling 

to ask the great mass of the taxpayers of the United 

States to pay billions of dollars of additional 
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reTenuee until t hese defects haTe been remoTed tra. 

'I 

the t ax laws. They are bad f~cugh in t ime of peace--

they are completely inexcusable i n time of war. 

{a) Tax ExemDt Securities . in important example 

of such a privilege is presented by tax exempt securi-

tics . Enry element in our population should bear ita 

fair share of the burdens which war imposes. Through 

tax exempt securities, however, persons with large 

taxpaying ability find themselves in a sheltered posi-

tion. For the most part they did not b~ these 

securities at prices reflecting to any significant 

extent the great favor of escape fron wartime burdens, 

and surel y the States did not offer the securities on 

any such basis. The holders of tax exempt securities 

are obtaining what are essentially windfall profits 

in a time of national sacrifice . 
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For a long time Presidents, Secretaries of the 

Treasury, and Congressional Committees have recom­
• 

:101 

monded the elimination of the tax exemption of interest 

on future Government securities. Last year the 

Co~ress , at my recomoendation, removed t he exemption 

on int erest from future issues of Federal 6ecurities • 

. io action has been taken wi t b respect to the interest 

on future or outstanding State e.n.d local securities . 

In times of peace, when t he strain on other 

element s in t he population was not so heavy, there 

was uuch to be said for the ~radual elimination of 

tax er.empti on through taxing future issues only. 

The national emergency of war makes this gradual 

npproach unacceptable . I therefore recommend t he 

repeal of t he present exemption applicable to out-

standinJ issues of State and local securities. 
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1 a a e.r 

outatandir. liB o o ernl ecuri-

(beae promiaes nuot n~t be violated . Ln 

tbt oaae of State and l ocal aec1ritien, nor.ever , 

t..,_ bat neYer bee~ Bn7 contrao• or morel c~t-

Milt llltween the Federal liOTernrutnt and the security 

Ju)liua 11ft the local govern:tlontal a thorl ties regard-

. 1.a hdel'&l taxation. Sinoe t: e Supremo Court decision 

v. 0 ' }..oefe in 1939 fair -:ninded 

tax the incore-

ceclil'l. tics. 

tu tyatem cannot o dufo .,a hicl, in a time 

D&tional emergunoy calls upon tue great 

·Jill~- ot our taxpayers to a oulder t e ca~ ur~e .. 
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of additional taxes and ;yet pel'lldta persona with 

l&rge taxpa;ying abilit;y to pay virtualq nothiDg 111 

taxes . The saorifioes necessary to win a war for the 

benefit of all of us should be shared by all of ua--

including the holders of tax exeMpt securities . The 

President said in his Budget ~usage, "When so Dlllll1 

oJ.A-
Americans are contributing !EVtheir energies and even 

their lives to the Nation' s great task, I am confi-

dent that all Americans will be proud to contribute 

their utmost in taxes . • 

The taxing of futuro and outatalll:ling issues of 

State and municipal securities would ;yield $200 million 

a year. 

(b) Percentage Depletion. 1 second example of 

special privilege is the allowance for depletion. it 

D-B 

Regraded Unclassified



- 32 -

the present time the owners of mines and oil wells 

are allowed to deduct so-called percentage depletion 

or cost deplet ion, whichever ie higher. Percentage 

depletion consists of a certain percentage of gross 

income (27-1/2 percent in the case of persons having 

an economic interest in oil and gaa properties), the 

deduction being limited to fifty percent of the net 

income from the property. Under this arrangement 

percentage depletion goes on even after one hundred 

~04 

percent of the cost is recovered and may substantially 

exceed depletion based on coat. 

In 1937 the President and the Treasury recommended 

the elimination of percentage depletion, but no action 

was then taken. The war has intensified the necessit y 

for eliminating any such special favor to one group 
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of tazpaJera. The removal or this apeoial rivi­

lege would 1ield $80 million a year. 

One of the reasons asserted in behalf of per­

centage depletion is that it stimulates explorsti~n 

tor n .. ~ral properties. lf thla ia a proper ob­

jeot1Ye, it would be better achieved by a special 

all~• depletion to those who do explore for new 

alnerala without indiscriminate extension or tr.e same 

faYor to all owners. At the convenience of the Cor.-

105 

-'ttea, we shall place before it a plan directed to 

tble purpoae . So far as other ninerala are concerned, 

it 11 belieYed that an adequate aticulus for explora­

tion would remain if the peroenta es allowable for 

depletion purposes were substantially rcdltced . 
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(c) Sep&rate Returna by Married Peraona . J. 

third example of special favoritism in the tax laws 

is the option allowed married couples to file sep&rate 

i ncome t ax returns . This permieaion has little or no 

significance for most taxpayers sinoe at the present 

t ime married couples with incomes of up to $3, 500 

(the amount is higher in the case of married couples 

wi t h dependents) pay the same total tax whether they 

file joint returna or separate returne. It may make 

a great deal of difference in tax, however, in the 

cese of married couples with large incomes, especially 

if the income is more or less evenly divided between 

husband and wife . 

This difference in tax is unwarranted since in 

actual operation tr£ family is the eoonomic unit. 
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Two 1'allllllee with the same total inc ill WIU!Illy 

~~&nage &lld dispose of tho t inc o in a si!llle.r 

fa"hion, regardless of whether tho income i~ received 

by only one spouse or is received by both spouses. 

The adoption of candatoey joint returns rrould 

recove this tax d:tterential and would also ellainate 

two specific kinde of tax avoidance whioh are r~eaant 

under existing lal'f. 'fho .first 1a the reatment of 

co!lllnunity income in the so-called colJIIIIUllity property 

Statec. In tho non-community property States the in­

coos h taxable to the 11pouse who earns it. In the 

oo~ty property States, however, the husband Who 

earns the incor.e may for tax purposes attribute hal! 

the earnings to his l'life, although he retains the 

mana eoent and control of all t earni e. 
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reeult ie that anl ecl oouplea ill o-DJ•Ili•ltJ pl'OpertJ 

States receive a verr aubatantial tax advantage oTer 

those liTiug in other States. Thia adTantage would 

be removed if' joint returns were made •nhtoey. 

i second source of' tax aYoi4ance whioh would be 

eliminated bf mandatoey joint returns ia the possi­

bilit1 of' manipula·;ing inco•s within families. For 

example, if' the husband r eoeiYes a large amount of' 

income f'roa securities, he m&f reduoe the f'amil11n­

oome tax aubstantiallf (and also reduoe the 11111ount of 

estate tax in case he predeceases his wife) bf giYing 

a portion of' his fortune to hie wife . Thie, and 

other methods of reducing taxes b7 married couples, 

would be eliminated through provision for mandatory 

joint returna. 
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iooorcllng}J', it la suggested that the tiling 

of joint tax returns bf married couples be made man­

datory, with a apeoi~ allowance for the earned in­

come of the wife or the husband. 

it the increased rates of individual income tax 

1.09 

previously suggested, it is estimated that the revenue 

fro~ requiring the filing of joint income tax returns 

would be approximately $350 million. 

(d) Other Special Privileges. There are other 

examples of special privilege in our tax laws which 

need to be removed. Thef are to be found in the pro­

visions of our present laws affecting capital gains, 

insurance compBn¥ taxes , and pension trusts , and will 

bo discussed in detail later by one of my assistants. 
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The ramoval of t hese additional methods of avoidance 

would yield $95 million a year in additional revenue. 

(e) Hardships on Taxpayers. The inequities ot 

our tax laws work in two directions . is I have said, 

some of t hem extend undue privileges to a favored few . 

Still others result in unfair burdens upon certain 

ta~era. Let me give you a few examples of such 

inequities which need correction. 

If you rent your house to tenants but are not 

in the real estate business, you are taxed on t he 

rent you receive but you may be denied the right to 

deduct your expenses in produci ng that income . If, 

as an individual, you expand your plant to produce war 

materials, 7ou are denied the benefits of the acorti­

zation provision which applies to corporations./ If 
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Gonrmuut tor ... plll'peNI, JR aN ...-uaw lid 

the tr&DJaot1ou ~ bwoln fO'II 1ll a larp 1ut'o1~ 

taxable gab. You ban DO tin 'but to pq tlle 

tax on a eale which tbe Gonr-t -bee forced JO'II to 

ll&ke. With ratee at wartlM lnele it bee-• urgaut 

to correot all noh deteota. I, therefore, propoee 

that we JD&Ica eTel'J effort 1ll thh eeaaion of Congren 

to eliminate all hardahipa of th11 character eo that 

our tax lDI will caat their 'burden equltabl1 upon 

all tupqera. 
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1.12 

Conclusion 

The recommena.ationa I t.ave outlinea to the Committee 

this e£4e::;~~.~o~d, if auded together , produce over 

$8 billion in additlonal rev~nue . Since the effects of 

any series of tax proposals are interrelated to some 

extent, we should deduct $1 billion from this total. 

That would give us the $7 billion in new revenue which, 

as I said at the outset of nv statement , should be regarded 

as tho very least that we can call for at this time . 

We are at war. An aaequate tax program is vital 

to he successful prosecution of the war. The new taxes 

r.ill be severe, ana their impact will be felt in every J 
Al:lel'ican home ; yet whatever the coat of .t'ina.Min., the 

war may be, it will be small compa!'aU to the incalculable 

importance of winning it . 
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• .s.e.cr.abxy .. .Jlo.r.g.mtha.u. ....... -1:1.3 

1. I attach a copy of a 

~~randum and a covering letter 

pursuant to your request 

night, I sent to Alex 

2. The population of Scot­

land !leek, North Carolina in the 

1940 census was 2,559. You will 

remetlber you asked about thi a in 

connection with the editorial 

-o:~ the Scotland Heck newspaper 

attacking the Donald Duck .oYie 

l'l!lich Senator Reynolds inserted 

in the Congreuional Record. 

s.~s. 

J 

l!R. SPINGARH ----
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TREASURY DEPARTMENT 1.1? 

INTER OFFICE COMMUNICATION 

DATa February 27, 1942 

l!r, Thompson 

Followinl; the conference t.to weeks aao in the Secretory ' s office 

d lh respect to moving pictures, on whi ch the Treaeury would obare 50')( 

of the cost, Nelson Rockefeller' • organiza t ion, 25%, and Colonel Donovan ' s 

or0tnizetion, 25%, steps were taken t o f ormalize the a ction b7 a written 

..,.,..cent . Huntinllt<>n cairns assuaed thia t uk end he reported that a 

l<.><yer f rom Colonal Donovan' a ori anization stated that there ..as no 

l ~al authority tor Colonel Donovan's orcanizet i on to take a part in 

the aereoment. l!r . Richards , Colonel Donovan• a Assistant, was out of 

t o•n ot t he time and on hio return he sta ted that the agreement he had 

1Mdo with t he Secret a ry stood . Ur . Caimo proceeded with the drafting 

of tho contract and it is now await ine oi anature , but llr. Calma hao 

inton:ed .,. that Colonel Donovan 1 o organiza tion 1a not prepared to oign 

the contract untll an allotment or .!'Unda ia received from the President 

coYO~ the operations of Colonal Donovan' s organization . Request tor 

such tunda i a now before tho President . 

-
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' --,wr. Morgenthau's Son 
H&NRY MoRO&tiTHAU, lU, 25 yean 

old, ia the eldest ton of the Secretary 
of the Treasury. Recently he was ap­
pointed a houoing specialist in the divi­
sion of housing co-ordination, Office of 
Emer&ency Manapment. 

He will be stationed in Cleveland 
where he has been connected with the 
Cleveland MJOtropolita.o Houtir'l Au· 
thority. 

I 
He:e is hoping Mr. Mor&enthau. n~ 

will be able to serve his country pi 
1ontly in this stay-at-home job. 

IJne wonders whetherM"~yin:)ous~s. 
a d the rest 6f red Hollywood who w t 
a , -out fOr ~inunii'rn and the Span b ~i

1

yalists, would be considered irreplacea e :f their studios. '· 

121. 
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MERICAN EDERATION OF lABOR 

LOJIII OIJTAIICC tU(I'ItOIII MATIOII.U 117G+1•)4 

U.l~l AOOUII AU\.. 

c 

I c 

~'""''"~ g_ ~ 
Maroh 4, 1942 

Honorable Henry Morgenthau, Jr. 
The Secretary of the Treasury 
Waal11ngton, D. C. 

My dea r Mr. Secretary: 

You are right 1n your oonolueion that I would 
be interested in havi ng a tranBoript1on or the recen t 
radio program in which we both participated. I received the 
oopi ee or the recorda you sent me. Please accept my einoere 
t hanks tor eame. 

I en joyed the opportunity or Jo i ning wi th you 
in the radio progr am referred to. I have received many 
r eports which indicate that lt was l11gbly successful. 

Very truly yours, 

~~ 
Pr eeldent 
American Federati on or Labor 

de 
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February 27, 1942 

TO : HAROLD N. GRA~ 
SUBJECT: PROGRESS REPORT PROM DEFENSE SAVINGS ST.AJI'F 

SALE OF BO!lDS 

Actual cash receipts rrcm t he sale or E, F 

nnd G Bonds tor the first t wenty-one business days of 

February were $623 , 438 ,000, e decrease of 21 .6 percent 

from sales for the corresponding period during the month 

of J'll.lluary . Sales tor tho first t wenty- one bus iness 

days or J'anu.ary were $794,986,000, and tor t he sll!lle 

number or days in December , 1941 , were $365 ,174,000. 

SERIES E BONDS 

Sales of Series E Bonds tor the first twenty­

one business days ot February ~ere ~356,549 ,000 , a 

decrease ot 31 percent trom J'enuery sales tor the 

corresponding period which totaled $516 ,928 ,000 . Series 

E Bond sales for the first t wenty-one days of December, 

1941 , were $226,688 ,000. 
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fADOIJ,MJII98 
'l'lle Pll71'0ll Savings Plan is now aTa1lable to 

17,197,)20 per sons, or 49 percent or the estimated 

34,800,000 recipients or regular income in the ~ion. Twelve 

states have a~hieved 100 percent installation or the Plan in 

concerns employing more than 500 persons. Throughout the 

nation, 66 percent, or 4,850 or the 7,365 tirme employing 

1110re than 500, now have installed the Plan. 

Wyoaing and Kansas lead the states in installing the 

Plan in ooncerns employing between 100 and 499 persons. Wyoming 

with 13 tirme in t his category, and Kansas, with 272, both 

report 100 per cent installation. 

In Louisiana, 247 t11'11l8 with approximately 32,000 

~ployeee, have adopted the Payroll Savings Plan. This state's 

total is 547 firms with 59,000 employees . 

'l'lle Plan is being set up tor t he 1 ,630 ~ployees or 

the Libr&rJ or Congress. 

PI.ED<a c,oo>J.IGH 
February 25 bas been set as the starting date tor the 

Pledge C-.paign in Massachusetts. Otber~ew England states are 

due to begin their campaigns shortly. 
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m·nP' 
!few Orleaaa, La., retailers, ooll4uote4 a o1t7-wide 

oampa1p keynoted w1 tb the aloaan "Make Oal'lli val D8)' Bolld 

and Stamp Da:r • • llinute Man out a , apecial eabl..a and lqouta 

appeared in rtrtually eveey advertisement in au !few Orleans 

newspapers , and generous editorial support in the to~ ot 

cartoons and stories were contributed. (Copies attached ot 

the New Orleans Itea, States apd Times-Picayune.) 

A pledge by 50,000 national associations repreaenttna 

1,800, 000 retail stores to sell $1, 072,000,000 worth ot Bolide 

and Stamps during 1942, was made at the regional 11testtna ot 

the Retail Advisory Committee in New York City on February 2S. 

The meeting adopted a five point program to recommend to ,. 
retai l s tores tor increased participation in the Defense 

Savings Program. The Advisory Comm1ttee reported that 7, 000 

Defense Savings Committees have appointed chairmen to represent 

retail trade. (Sample or publication issued by the Retailers ' 

Committee tor Greater New York. ) Copies ot this publication 

were mailed to all State Adminis trators. (Full page advertise­

ment troa New York Herald-Tribune attached.) 

BANJgNG AND 7II!IAHC! 

Development ot plana to utilize the proffered 

cooperation ot the nation's securitieo dealers were colltpleted 

this week. Special Bond application forms tor use by the 

securities dealer s are being prepared and will be distributed 

through J'ederal ReserTe Banks. One hundred all4 forty-nine 

dealer s in all 48 states have been deaipated by the National 
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BAli!Ol!O .ARD J'IlWfaJI ( oont1Due4) 

Association ot Seourities Dealers, the Iuveat.ent Bankora 

Association or Aaerica, end the A8sociation or Stock ~•bans• 

firma, to work \'r'i th State Mll1n1etratora. Coordination ot tbe 

secut·i ties dealers' ettorte will be in charge ot T. 1. Bryce, 

partner or Clark, Dodge and CompllllT, Investment Bankers, and 

a termer vice-president or the Continental Illinois Kational 

Bank and Trust Comp4DT ot Chicago. Kr. Bryce 1s serviDg 1D 

Wesbington as Security Dealers Liaison Otticer tor the Detense 

Savings Statt. 

Bond sales by dj_rect ma.il tor the last seven days 

were $9)4,085 , bringing the total mail sales throu&h February 26 

to $2) ,892 ,67). 

BUSINJfSS PUBLICATIONS 

Returns tr0111 6J7 business publications report that they 

will publish our tull-page advertis ing release, •A War Message 

t o All Employers,• 1n either their February or March issues . 

publications have a combined circulation or 4,628,)40· 

To date , ),564 requests -- directly traceable to our 

first advertising releas e to the business press -- have been 

r eceived trom individual business firms. In addition, 196 similar 

requests have been received as a direct result ot our second 

advertisement. 
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LABOR PO'BLICATlOI!IS 

Rot1t1oat1on has bean reoe1Te4 rroa 57 la~ 

~ubl1oations, to date, that they will ~ublieh our aurren• 

advertising rolease on Payroll Savings. 

!m!Sl'APER CARRIER SALES 

Aa or PebruarJ' 26, 81) niiWIIpapan report that a 

total or 1)4,884,265 Defense Savings Staspe or the ten-oant 

denomination, or the equivalent in Bonde or StllliPS or larpr 

denomination, have been sold by their newspaper oarrier boy 

"Defense Agonta." This is en inoreeoa or 1),440,5)6 ten-oant 

Stamps oold sinoe the report or February 20. 

:rn:LD ORGJJ!IZATIOI!I STA'l'US 

RUmber or ~oeal comm1ttaaa in the United States 

now totals 4,669 with a membership or 77,451. 
:rorty-nlne states now have state end local committee 

organizations wbile three states have etute committees 

organized, but not local committees. 

(Sea map attaobed.) 
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Paramount News and 11011 News ot the Dq showed 

newsreel shots ot Lana Turner and Dorothy Lamour in activities 

designed to spur Defense Bond sales. (Newsre~l release sheets 

attached.) 

tm.SREEL CREI'/S 

The Defense Savill8B Statt newsreel o.rewa made shots 

this week or Bond buying aotirttiee ot Alllerioana in DtmYer,Colo; 

Cheyenne, Vt'yo; Salt Lake City, Utah; Sioux J'alls and Pierre, 

S.D.; Bi smarck, N. D. ; Portland, Ore.; Seattle and Tacoma, Wash. 

STAGE AND SCREEN STARS 

Sabu, the "elephant boy," appeared before gath~rill8B 

or newspaper carrier Defense A8ents in Tampa, St . Petersburs, 

Miami and Jacksonville, J'la., and in Atlanta, Ga.. 

Edward G. Robinson made personal appearances at 

f act ories and shipyards 1n New York City and surroundins 

communities, speaking 1n the interest ot the Defense Payroll 

SaYill8B Plan. 

Jack Dempsey toured twelve factories 1n rranver on 

Wednesday, J'ebruary 25 , advocating adoption ot the Payroll 

Savings Plan. 

Plans ware completed tor the inauguration ot Lucy 

Uonroe' s song tour ot the nation at the Riverside Stadium, 

t:aahington, D.C., on llarch 4, under the sponsorship ot 'l'be 

Evenins Star. 
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The Defense Savings Starr and the publi city and 

advertising division ot the Motion Pictures War Act i vities 

Committee have completed plans to place Defense stamps on 

sale 1n virtually every theatre in the country. Arrangements 

call tor the sale of Stamps inside the t heatres on a 52-weeks­

a-year basis, with sale drives at regular intervale. 

The eight major til.a companies and the llinnesota 

Amusement COIIPBnY , o.ne of the largest theatre groups in the 

middle f/est , have installed the Payroll Savings Plan. 

MAGAZINES 

Cooperation ot ma~azines with the Defense Savings 

Program is increasing as the result ot appeals by telegrams , 

letters and personal contact •'11 th editors. Cover designs, 

use ot Defense Savings emblems, feature articles and cart oons 

apoear in many current issues. Typical magazine "breaks", 

copies attached, include the following: 

(1) Readers' Digest , teature on "The u. S. Pocketbook t 

Enliate" , by Stanley High. 

(2),Libertz, teature on Carole Lombard by Adela Roger• 

St . Johns , emphasizing her Defense Bond Gale achievements. Also, 

uso or Defense Savings color emblem on cover. 
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MAGAZINES (Continued) 

(3) American WeeklY, full color pase cover by 

Henry Clive. Also, tull page color advertisement announcing ._. 
~10 ,000 Defense Bond ContePt by Sunbrite. 

(4) Saturday Evening Poet. Little Lulu cartoon 

carry1116 ·~y Defense Bond" message. 

(5) This Week, reproduction or Minute Man on front 

co•er. 

(6) Parade, use of Minute Man out, in run or 

magazine. 

(7) New Yorker, background Defense Savings Poster 

in cartoon. 

(8) Coronet, us e or small Minute Man out on back 

cover in March issue. 

(9) Ladies Horae J"oueyel, use of Defense Savings l!mbl• 

in colors on front cover. 

Advertising space is now being contributed by a 

number or magazines, including Saturday Evening Post and the 

NeYt Yorker . We are about to conduct an intensive cempaign in 

the hope of getting every large general magazine in America to 

oerry advertising materiel on a regular basis. 
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)7) radio atatioiUI aJI4 288 ot then report 100 ~ 

part1o1pat1on by tbe11' -atlOFMBo All tOUJ' IIIU...... Wbo, 

atatiou report 100 percmat .-b41r8hlp 1D t PUm. 

SeTera! network QOBNncl Pl'OSNU are pl•nntns 

apeo1al Derenae Sa't'iDp t~ 1D torthcu-'ng PJ'Ocr-• !'he 

11bber lloOee aJI4 llol17 prosrea, epouont II)' s. o, ~oin!- • eo., 
IDo., tentatlTal:r hall sohe4ula4 JUDute llu apaabra tor the 

nut tour weekl.7 brolllloasta; Georaa ftallar'a llarro ou ~ 
baa Mde e1ll1lar ~ts; the Rei SltaltOD pro{!:Na, spor.sora4 

b:r Brown end Will18111BOD 'lobao~o Co. , will preeomt an entire ald. t 

baled on De tense Savinss; wb1le t)la laolt »BDD1 program, spoD&oral 

by Oeneral roods, is plenn1ag a oamplata epieode to proaota Bond 

and Stup eales. 

'1'o data, 12,181 IUDute lieD 8DDDUDO-tB haYe been 

..ta 1ft liDsl h and el8Y811 foreign 18ft.811888B oYBr 826 re41o 

etat1ou. 

Recordings ot Minute Man addreeeea we e made b:r 

lhlited Btates Sanatore and are beiD TBl('laeed to rs io at t1ou. 

Six hundred and Dinety-ei&ht radio etationa are UiiDC1 

three times eekly, the new tr na ribed t1tteen~ute Date¥•• 

8e.Y1uga progr11111. "The 'l' aaur:r t r de". 

pe inl oit tio t h 

Datelllle y 
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News releases ou Defense Savings activities no 

l onger are mailed to all newspapers . Attar experimenting 

over a period ot several weeks , the Preee Section determined 

t hat i t could achieve satisfactory results by servicing press 

r eleases to t he three press associations, the Associated Press, 

United Press and International News Service; to Washington 

newspaper s , and to correspondents ot other lea.ding dailies. 

Thie change in mailins procedure has , and will 

continue to etteot considerable savins in paper End postage, 

mimeogr aphing and clerical handling. 

An outline or publicity proposals tor the Pledge 

C8111paign and ten stori es suitable ror local adaptation were 

prepared tor guidance ot s tate and local committees . 

Attached are tour glo9sy print pictures on Defense 

Savings activities in New York City, Springfield , Mass ., and 

• l uneau, Alaska, which were serviced to newspapers by Acme News­

pictures , Ino. 

LABOR PRESS 

In connection wi t h t he Secretary' s broadcast ;:1 th 

Y.llli lllll Green, President ot the Amer ican Federation ot Labor, 

on Sunday , February 22, a pledge by t he l~ssaohusetts Federation 

ot Labor at the Minute Man statue in Concord was arranged end 

widely publicized . (Clippings attached. l · 
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<-ELIGIOUS PRESS 

The J ewi sh Press Association agreed to distribute 

mD t ma t erial to editors of J ewish newspaper s and publications 

on Defense Bond and Stamp promotion. 

Time for spea~ers r opreeantins the Treasury 

Oep1 rt~ent has been promised at the national conventions of 

~~t~olic Editors end Protestant Editors , to be held in 

ilirmingham, Ala ., l'.lld Ne•:.' Yor k City respectively in Ma,.v . 

COLT.E'GE PJlESS 

First mailing to 850 college editors i s scheduled 

t or Monday , March 2. Mailing i ncl udes letter asking cooperation; 

euescs ted editorial ; fill er mat erial , Minute Man mat s , and a 

release on '·hat Bonds and St SJDps purchase in terms of military 

e~uipment . 

An advertisement for col l ege pu~licctions , (draft 

¢O')y attached ) , .. -111 be palled leter. 

The Collegiate Di eest, rotosr<.vure publication l'ont 

to mot·e t hc.n )00 colleges , publi~bes a full page on Defense 

Donds and college part icipation in ita current issue. (Copy 

attached.) 
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Analyelt of Ex?ceure to Payroll Savlnee Plane 

February 21, 1942 

-------------------~~.~----~~~~----!!Ul:b•r er,><>eed Total r.uaber 
to .,8yroll 1n the 

Peroent 
or totol 

expoeed 

! . Buolneee orea~lzatlons 

( 1) 

m 
L11r.,;e railroad& , ......................... . 
Other t1rma wlth 500 emplo~e e o or ~ore •... 
Othe r flrma w1th 100 to 499 OIO]>loyeea •.. .. 

( 4) Subtot al - lar,;e fir:<& ................... . 

<:> Firma vltn less t~~n 100 e~plcyeee ...•.•.. 

( ) Total buslness orc:anl:atlcr.o ......•....... 

.iO'Itrr.:.ental oriat11~a t l o:ts . .................... . 

::I. ~r.,r.ot t otAl ........... . . ... .................... . 

I. Bue1n~e[l, or g-anizations 

(\) L•rge rallroads . . ........................ . 
l2) O t~•fl!r f1rms w1t h 500 em:nloyP,.e or more ... . 
( ' ) Ot .. • r flr::t• with l"ll to 4"9 to~lcy•••· ···· 

(4) Sub t ote:l - ler~e ~!.r~.e. ................... . 

(:) F1r::& vl t-. less tr.a.r. 1 ~ ~ ... loyee• .... ... . 

(t.) Total bush.ts s orcia:1h.a ~1cr.a .... .. ....... . 

: l. .:rov~r~._.er. ;o.l or6--anlta tlona 

( l ) FrJernl ~overn!:".t' :1t . .• • .•••••••• •• • .••• ••.. 
t:: ~~-~o n . ..l ! cc•l !;.cv•r. •nH .............. . 

t;> To tal !over~ental or~~nltotlone ...... ... . 

II I . Jr nr..l ~ct~l. ............. ... . • .. · · · · • · · · · · · · · · · · 

savl~s plane country - . (eotl~~~&tedl 

154 167 ~~ 4 ,9011 ~ , 261 
10, 200 2 .971 }i 

15,262 34.399 114 

16,g!S} • • 

}2,145 • • 

• • • 

32,145 • • -

1,}~2,205 • • 
12, S 2, 525 • • 
..121i..ill • • 

16,~89 ,947 • • 

~1~ .225c • • 

! 6,26l: ,SF JO. 4oo '000 !.1 ~ 

• 1 , 700,000 !.1 • 
~~.§!U. 2,1oo,ooo i!. 

• 4 ,400,000 • 
~ 

u.J95,55.2 l4 1500 I 000 !I ~ 

Febr uary 27 , 19~2 
:f!'~le r cr ti".~ St'cretary or the Treae ury, 

o:v~llOn 0~ R~Eenrc~ er.~ Stat1~t1CI . 
11 ExclvJre agricultural e::.-loyef'l, c llltar·· ft :"I!O:.~.el , e-~ :oye"' l on 'OA or N1A or CCC --roJ~ets~ :-o~rletore , :1ro ~e~trs, aelf-e~-!oy!4 , e~eual vc r~er& ar.~ •raor.e 1n 4o:eat1c arrv tee . 

• DatA r.ct ava 1l ab:e . 
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F1~t £sploylng 100 to ~99 Pertone P~rt1c1pet1r~ t~ P~!r~ll St•lnst Plene 

( Ae r~port~4 by tht D~ftnte St• lng~ Sttff'c St1~e Ad•l n tttrltort ) 
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CoiiPanu ... ~~-~-~ ~ leloo Dvl.ac 
J'iro~ !vut7-tvo Julaou ~· of J'o~n>ar7 aD4 IIAJI'OU7 1~ aa4 :O.oaallar 19il1 

( J'obnArT 1-26, J~AJ~'QU7 1-26, Dao-'bar 1-26) 
On J.olo of Io~o Price 

(Aiw>unh in tbouo8Jldo of 4o1laro) 

laloo 
Aloou t of X..oroaoo I Paroutoao of t.arouo 

or DaolJI!!I ~-l 

Borioo Z - Poot otficoo 
Sorioo Z - lloako 

8or1eo I - fotol 
Borloo J' - llaako 
lorleo G - llo.al<o 

!otal 

I 
J'o'bi'UOI'T ' 

19112 ; 

$ !0,985 
2117.2'.17 

)611,2112 
48,723 

2}5.1162 

~.1166 

I UfUZ7 I Dao•'bor 
19112 19il1 

$135:~ 11211 
• S2, 799 
lii}.UI 

564, 021 266,215 
62.o65 25.925 

21!. 5}() 126,17~ 

$164.616 ~~~.~111 

or Dooroooo ~-l 
J'obl'UOI'7 I IIAJI'OUT I 

··~ 
I IUUZT 

onr onr onr Oftl' 

I !!!!Ill I Dec. 'bar I JM!fll I Doo.-,r 

- · ~.5311 • 52.72~ - llo.~ 63.Jll 
- 1 .200 2'+5 . 0110 - ....ll.& !lhl 

- 195.7~ 297 ,!06 - 3~·7 111.9 
- 13,3 )6,14o - 21.5 139.~ 

3.Q6a 112.3'56 --h.l ....!L..Q 

-*£12.1:12 $1!1!6.;E -~ ~ 

ottioo of tbe Soorotai'T of t be !roUVT, Dh1olon of Zooooroh aD4 1\atlotloo, ··~ 27, 1~. 
Bourool .Ul f icvoo oro dopooih vith Uo• !roaouror of tbe UDito4 Btaho oa aocout of prooood.o 

of oaloo of Ua1\o4 Statoo oa'O'inco 'bond.o. 
Joter J'icuroo be,.. 'boon roun4o4 t o noaroot tbouoand. aD4 vlll not uooooar1l7 a44 to htalo, 
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et \M 'hcaaCio M?tel• et .. _.- IWteU ... 
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ft..- ...... ~ I_,, M -· \!trSonf - w1ll M\ .U M \ekle, 

lerlee 0 ..w 

• lto m .... !nl 
1,,!JU lMll 
11,£: ,,. 
~. ]T,IJl) 
11,w "·::Z ,,1~ 11, 

16,1155 ,.,116 
11,,79 .,,..., 
1,,n •• 115 
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February 27, 1942 

to: Kr. Swopa 

fK)I,[: '!'he Seoratar7 

It aeeme to me t hat we are ; ett1ng enough 

atock on hand of "I" Bonde and, 1! you agree, I 

auwst that we •nutaoture leas tor a while. 

Regraded Unclassified
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DaLly changes 1n the stock o~ Ber1ea E eav1nB• bonds on h&nd 11 
( I n thousands or p1eoee) 

: Number ot NUmber or p1ecee : Stook on bind : fBi( 
!piecea sold manufactured : at oloee or : deliveries 
l t h1a this : : t h i s 

Feb. 10 193 705 17. 712 :l 2,000 
11 159 695 18, 246 
12 220 64o 18,668 I 
13 144 370 18 ,894 ' 
14 87 none-closed 18,807 

15 none-oloaed none- closed 11$,807 . 

16 363 535 18,979 I 2, 500 
I 

17 89 800 19 , 690 1, 000 
18 218 800 20, 272 1, 000 
19 16o 800 20,912 

I 
1, 000 

20 193 800 21, 519 1,000 
21 200 none-closed 21, 319 
22 none-closed none- closed 21,319 
23 214 800 21,905 
24 55 800 22,650 1,6oo 
25 lo4 800 23 ,346 

I 
700 

26 158 800 I 23.988 ll75 

!/ Includes a t cok 1n hands or (1) Federal Reserve Banke and branches, (2) Poet 
oft1ces, (3) Federal Reserve Bank 1ssu1ng agente, and (4) Treasury vaults 
1n Washington. Regraded Unclassified
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' ' 
c~ of ~.:.,.-~·-;; 7k:: r 

TREASUR~ tSEPARTMENT ""' ·1lff" 
,.-:""1~ ' 

INTE R OFFICE COMMUNICATION J ;ti.J ;f .r; 
D ATE February 27, 1942 

Secre ta ry Worgenthau 

Ill'. 'l'hompson 

lit . lr«y r eports that a request l\'lls ""de to the F. B. I. for an 

!uvtsti.;r.tion of Anne C. E'oa.rdman but th&t. no 1nveat4"ilt1on was made 

ln .>~:uch as lliss lloaniJ:lan res~ned tree O. C. D. before they had under­

~ .:tn an 1nvut1o;at1on. Her resilll"'tion r,.... O.C. 0. was accepted 

n t~out prejuUice . llr. Irey 1 s final repot'l. of his 1nvest10ation on 

'1"' roord::'.nn will be in l.:onday or Tuesday of noxt weel:. 

• 

Regraded Unclassified



TREASURY DEPARTMENT 145 

INTER OFFICE COMMUNICATION 

DATa Febru3rY 26, 1942 

TO 

f it OM 

S•cretRI'Y !.!oreenthau 

Ur . ThOillpson 

1~e followin~ is the information you requested with respect t o six 

·~?loy ··· in the Defense Savings oraanization: 

••. - C. 001\RU.iAll - lliss !loa.rdm&n' s el:lployment aa an Assistant Defense 

o.rlti s Pronotion Specialist at a salary ot $26o0 per ann~ bas been 

r c ruled but has not yet cleared t he Cl vil Service Cccoission and tho 

cin~•nt h~s not been made . 

;t~ched i a copy of " f avorabl e pr ellru.n..ry report !row a Spechl 

•nt of t he Intelligence Unit at Denvo1·. A report f rou the '/iashi:lo'"ton 

• ·u1t h'a not yet been r eceived . W.so !loa rdiMn orr"du_,ted from both the 

·r .. le •nd hitlh school of t he San Luis School , Color•do Spr1n..s, Colorado, 

~riv1te bo••rdine und day school for t:irls . Sho l ater Mnt to China and 

., h· r return .,,ont to Col orado S?rinc• sever~l ti •• to help organize the 

lc~ , eoomitteo of the C~~t~ee t o D!fcnd America, '~~re sho ~s re~rded 

.i'U,;ent li'Orl<er , P"-rticulllr ly adapted to thii~ kind of pr<ll.lOtional 

ct<rlty . She was oleo assoei&ted in tho wor~ of the LeJ6'•e of \':oo:'.m 

''<t•r rroc 1939 to 1940, .mere she r.as reported &8 punctual and de;>end­

hl •n•l all.ays on t he job altho"dh servi111; without p!lj' . She I'I!IS also 

r >ort od •• naving evidenced outotandill!i ability o.nd i nitiative, with 

oxtr.ordinn•-y ability to meet people. It was s t,ted tha t she bas a eood 

.> ·•oru.l chnrdcter and 1a absolutely loyal to the Government . 

Regraded Unclassified



1.46 
s..:retar"/ l!orllentbau - 2 

&"Tr& t.Vi\/:S - l.liss Evans is an Associ ate A<tvert.iolnc Specialist 

~t a :oJ.ory of ~3200 per an."lum. A fa vor ble report. was r eceived in her 

c.oe . She holds a B. A. De~>J"ee f rcm Drake Universi~y, Des !Joines , Iowa , 

and in 4ddition she did gr adUAte '':ork nt Dralto Unive rsity . She had 

adv, rt.isint; experience with the Register-Tribune of Dee Moines , I ol7a , 

.,, PNOIO~ion Direct or o! the ll.edin•h Club (Cticaco To.,ers) , Pro:notion 

~ir•ctor o! the Hotel Shoreland, ChiC"<iO, Dir•ctor of I~OJten ' s Fromotion 

of the ::_t!onal CoC!Jllittee for J:~riculture, Chicoco, ~rron::ed edvert.is­

in.: duties >.ith the ll"rt.in Pokrass ;,c!vert.isin., Ccl=i>"ZV and the C. L: 

'.:ill u Ac!vert.isino:, Ce;:pany, beth or Chieaeo . 

ELJ:JJ:tr H. J:ll:. GOLYEit - !.!rs. De Gol,yer is an Associate Defense 

Securities Pror.10tion Specialist a ~ a salAry of {.3200 per annum , A favo1~ 

Lbl e r eJ>ert. t:U received in this case . l trs . De Gol,yer • ttended Goucher 

Colloee, ll&l~imorc and received an A. a. Decr ee on t;r ,duaticn. Since 

.:;r'd~•t1cn, ~he h"" been .. ctive 1n the r:ork of the AlW"lnne Associati on 

of tho Colle{.e nnd served a s president of the Al UMIIe Council . She is 

re;ortt-<1 t o be .. f:om&.n or Wlusual refiner.er.t ~nd cult.\ao, &ttraet.i\"e in 

.• ~' r•nce, efCicien~ in or€Rfiizaticr. ~ork , .nd pose~sses a t eneral 

["'r.or.<ollty the.t would Cit her unuoU&lly >.ell to ~o:i< >dtt. otter people. 

Fro:> h r!l, 1933 to s e.,t er.ber , l 9U !!ro . lle Gol,y. r YU O!OplO"Jed in varioue 

capaei tiee by Rockford College, hockford , I llinois , !or the lss~ four 

years u Uirector of the Coircittce on A<lmisuion . Tho onl,y other employ­

r,ent >.oa t:ith tho Federal Eoard of \"ocntional l::ducntion nne! the r:ar 

Induot•·i •• l'o• rd in \',ashin<;t on from ~eptcr.lber, 191R to J une , 1919 . 

Regraded Unclassified
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IWIJOI!IE L. SPRIGGS - ILias Spriggs i a an AclvertieinB Speciolist 

received 1n tide cue. She at $3800 per annum. A f avorable r eport 1138 

i e a BT&du.>te of Emerson College at Boston, 
(Bachelor or Literary ln1tOI-pretllti.one) 

recoivine a B. L. I . Degree. 

0n aeverol occasions ehe has been on the r adio, on a program under the 

name of Jean Allen . She also performed a considerable amount of r espon­

oible public >~ork such a s publicity director, radio work, and presa 

representative. Her work was always resarded aa satisfactory and she 

1a reputed to be a person of good cl\ltrActer and reputation, and loyal 

to t.he Oove,...ent. She has been with the Derl!llae Savinea Stat!' since 

April, 1941 ae Chief of the Educational and llcmen1s Activities Division. 

DORO'Ila D. CROOK - ILiss Crook ia a Senior Defense Securities 

Promotion Specialist at $12. 77 a day when actuallf employed . Recommen­

dation !or her appointment 1o for a period not t o excce<l three months, 

subject to a aatiafaetory report on chnraoter 1nveat18at1on. This report 

has not yot come in . lliss Crook 1:ns formerly employed in the 'l'reuury 

in the Stab111ution Room as a Junior Research Assistant a t ~ per 

&lUNa. She previowoly had worke<l in the State Dc~t and 1n the 

D1via1on or Preas Intelligence at Cooner<:e . Her outside ""Plo~ coo­

aiated o! two yeara at the Chase National Bank u a Research Econa:dat 

and two yaara aa a Director o! Public A!taira with the National Federation 

o! lluaineaa ancl Professional Women. She gradu~>tad !rom Barnard College 

with an A. B. Degree ancl a cquired an U. A. Degree at Col umbia Universit7. 

-• 

Regraded Unclassified



See~ MoreenthAu - 4 14.8 

IIAROARET B. BllCIIIN - llrs. Brom 1e lllj>l07..S ae an Intorwatioa 

speeiallst at $10. SS per day When actua.l.lJ" 1111ployed. She 1e a sra<~Uate 

ot Colwnbia University, !lew York, and the Columbia University School of 

Journaliem, with an II. S. Degree. She worked for the Bronxville Preas 

at Bronxville, New York, as Society Editor for the echool column; as 

Aseistant Editor ot the Women's Paee, and on movie and radio work for 

the Pathfinder Jlaeazine, Washin<;ton, D. C. Ch&recte.r investigation waa 

tavoreble, it being reported that ahe waa loyal, honest, and an l.merlcan 

or iood reputation. -• 

Regraded Unclassified



r:! -.....: : :: . ~ . L,n.l1. 
(Ortiee or Chief Coordina tor) 
(':'re&!IUrY Dltoreer.cnt. •a:mcias ) 

'nr .... -.t.ion ba3 lkll:1 roceiveJ 1.'1 t.bla orrtco 
!.hat. a ro.-crablo N>t ort. i n holnz writt.cm "" tbo 
rollO'dJ\t :Je!O.''lSO ~av-t..n:c .:t.att ca.:;o: 

Anno Crlllno OArdr.an 

P. . c. t,.,.,, 
Spaclal Acont.. 

149 
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TREASU RY DEPARTMENT 

-- IDtR . ... lll) 
Oi•-"01~ 

Sl•IM40.A.·~.; 

114LI D 

~, .. w Ace•t 1a c~~arce, 
Iatelllaoo .. U&lt , 

INTOINAL REVENUE SERVI~ 

Dellftl', C.t. ..... , 
ro-,_1'7 lt, lMI. 

ThUIIrf Dhtr1ct lo. lS, 
Dea-nr • COlorato. 

Tbla eo...UoaUoa relatao t o aa lanaUpUoa or t he cllar­
uter , repu\n loa , IUI4 lo7"1t7 to t loh o..-at ot t ile u o ... -
-d 1adh14•1 ao 1a u a ppUoaat lor t ile -ltloa or uohtut 
.,.raaoo sonl'lUu "-Uoa 9-laUat la tM Datoue S&d~~&• s tarr, 
Ottloo or til. Saoi'UUJ0 'lfaahlactoa, D. c. Tile MH J .. bt •• 
tnaoal\tad \a tM Daa"'fer Dhbloa tor hnat l &oUoa oa J'a-rual7 10, 
1MI, wltb applloaU oa oa l!paolo1 loa 1 ottaobod, Tile appU out 
boa aot Me. latem-, oa4 tho 1aoa1 lDnaUpt loa bu -
11.alte4 to tM lot.,...uoa &l'I'H h tM a pplhaUoa ud b qoli'J u 
to poll" aa4 aradtt HOOI'do. 

Tile .,,uo• atat£4 ta Mr applloaUoo tloat IIIIo at t•- tM 
!lu Lv.to !lalloo1, Colal"e4o Spri.J:.p, COt.I'Mo, rrca 1911 to 1916, ... 
-· an.41oatad ,._ hath an.4• u4 hlp oabool. Iaqv.li'J . , Colo-
- Spn ........ lad tloat thla h a pPtnto !MaNl .. aa4 4e.J 
Mboal tor atria. Aa tatamaw •• llla4 win lira . -rt l . _ ,.,., 

..... -'"" ..... ot tile -ool • J'MN&I'J 14, 1tu. lin. i'otter 
atato4 \bat ta \be u-a ot bar ot tloa oloft alia aCM&U ""'' ••l'lf7 
t ile - 4at .. ot 111oa lioa-.!AI att0014oau at no oo-1 u ta-
4l•ttoa1 ,.,_._ raoor4 oa..U ..... aol ~ prtOI' to lil9, oa4 

abo 414 110\ '-• tile a.uca ot t ba olCar ...-a. -· lin. 

l'athl' - tllat aile 1 Mrad llha -- '1'01'7 w ll - ...,. 
Oalla4 tloat olio lle4 t.at at-Uoi ~ 00-1 1a ltl6. Sloe w14 
tbot tile apJll•"" _, ben ,,. .... ,ad u olio IIMw tloat OM - te 
Faria & 4 uhl'ad tlla so~ uatni'OU1 tllanottor, 

Ml'a. l'o\hr ralata4 tloat alla 41 4 110t boYe - • ooataat wltll 
app11aaat t•• ltn uUl 1938 otter Itt•• ...,_ "'""•-' "-

-
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CbiM. SM ..U \lila\ 111u e. ' • \lllaa - " Co1oi'Me apn..o 

-•tal ''- \O llla1p or-leo \Ilia loe&1 o..SUM of \lila C..S\looo 

to Defat -l'lH la ftlu lin. Pft••• -. aloo oouw, &lila obeenM 

tMt 111oo ~ •• • &Ul-\ -.11101' - - JU'\halol'll 

odapt~ to tlllat lllod ot ,.._UOMl ooUYl\J• llh. Pftter ooit \lila\ 

lho _ _. llloo -"-a .Uo -nl ,UUo .,.... .. u -~­
ol tb l hlo 110rlt oJI4 l bo"C)l\ obo dl& oory wll oo a oPMIIOI'. su 

olole4 1\ ••• bor opWoa IMI 111oo --.. lo w U Q~~allflo4 tor 

..,,k obloll 11011111 rOQYlro h.r \o _, tbo pultllo oo aor on•oln uuo1 

.,. . &1•oo aor t ao ollllltJ t o _, .. , lllo4 ot ,..,1• oa trl-'lJ ••-· 

11r1 . rou or doolorod \loa\ 111M --. loao • 1004 oboru\or ood ..,... 

1oHoa1 t lul\ llor ooe41l0\ •• oxMlloo\ u • o\Y4oot l oo4 lao• -

lulo DO•or Mord UJ\h1a& doro .. \ory olio~&\ llor oo o JO""" -· SM 
otot~ tboro lo oo to- \lao\ 111oo ...._ lo o l.oral AMrloaa Yl\11. 

• teall r ~· ot u .. 'lion ,,. ot olU-vlp. 

IIlio lloordaoa rolo\od lo llor • pplloo\loo \ll.o\ oao wo -.loJot 

troo lloJ 1940 t o J\IDO 1941 o\ Doll~, Cqlorollo, ..Uor l bo o~aponlo­

loa ot 11 , r . Croat oo oa oriUloor tor "'" o-tnoo t o Dot-
- rloo . A porooaal imam .. -. loot ol\ lo IIJ'. Oftat oo JobrllafJ 11, 

1~1. Bo lo o• ot t ho _ , proal-\ auo-ro la Deaoor aod loao 

beoA OAO ot \110 l .. doro la l bo 11011< of \ bo COM!Uoo. Ill'. Croat 

urltl~ \ ble porlod ot _1.,..., oo4 olo\~ \bot llloo --• llot 

- o ool~oor, 11011<J.ro& ol\b0111 oalory. !Ia 4ool.uo4 IMI \bo op­

pllooa\ - abo• o '""' llool ot loll l o\loo oat oUll\71 \ lull -

... tbo -• oal .. blo or-hor tloo C-'ouoo llla4 nor ll.o41 oot " '"' 

01u1 bo4 llooa ~ll to - lorlt ~ tloo .. u~ -'''"" - .... of 

ur -·•-lAc work 1a Do-. llr, Ona\ hftloor tooloro4 tllal loo 
llolloooo llloo _...... lou tllla _,_ •"Ul\J ot _, JOUC -

ot lllo oo-lot-o. Bo ooli \lao\ ua oooalt law - o llMl ooo 

ooolo\J llJ'l u olio •-• troa o ,....._, oat -.1\loJ ~ 1o Oo~ 

roto SJI'l ... , ""' •u• .u ""' ol•r• ·- to _, ur uoo la • 

-.1'111 -... ..... -· ., .... '""' loo uo - 111 .. - · · 
t•llr tor t.utr ,..... ... '""' ... 1o ... l\ho - ... au llol' 

t oml r aro 1o,.1 AMI'le ... . 

lin. L""Uo L. -t ot \ loe Oooooll\oo t o Dofoa4 Aaorloo, O.oor, 

Colo .. do, ,... aloo late"lowol oa ' ""......., 11, l K I . !1M M14 \ba\ 

obe loeo bows tlt.o oppllo- " " " 111•• 8oo.r4aA .. , ,.....d troa Cll1ao 

lo ltllel " '"' obo ... ooooelo\od wUII bor la \ bo "'"'" ot \lila 1.ooCM 

or - · Yotero rr- 1tlle \ o l MOI o114 \ bat llloo _,._. ""' """"' 

ll04or "-r 41J'OO\ ""'""loloa fllaJ'1ol \ Ill oppllooa\ •a oomoo •• aa 

orpalaor for tloo C.ooool\loo. Sllla 4ooloro4 \M\ \loo oppU-, -

l b.Olltll .. "" ... """""' ,.,, ............ >101 ..... ,_.lo ... 

-. -
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olwo70 oa Lila JOII, llro, Ileolt a \ a\o4 \be\ W.ea lloo- lllo4 n14oue4 
ouuua41al! obllit7 ad lRitlaUn 1a colD& ov\ ., lworaolt to ,.....,1 .. 
l oool •-'U•u Ia 0\lln o1Uu, bllo ao14 \lwo appllooa' llaa ann• 
oNIBU 7 a•1U\ y \0 _, pooplo, aoollia& \0 t1114 a - &rvu4 1• 
ll041Uoly el\11 U70M M • thr what bla at aUoa 1D Uta. llro, look 
4oolora4 ,.,_, IUu -"-all Ma o A004 pora-1 ollanotor oA4 h •'­
oolu\tl7 l070l LO Lb1a Cooo ..... \, 

1 AO u ... aL1£1lUOn MYoaJ.e4 M polho U 01'041\ n eor4 of \ loe ap­
pllOOI>L oL u.a .. r o r Coloroclo ~>prl.aaa , C.l OrHO, 

lL 1a ,....__._. Lila• •• ooM Jooln, IO&nllar w1 til Lillo •­
DilDioot l oa, 'be fonar4e4 to \lao l>-lol -• 1a OMI'p, !llotriot ... 1, 
••ehia&\OA, D. C., t or ~ftioa ot \be 1aTe•\lp\.1oa. 

• :1 • 

• 
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;c· nt£ PP.£5S 

R£DIS'i'Rl9U7iCN Of ~~tJUTI'E rt.:!:Cl'ICNS 

""" P:"es!eent, by .o..xecut.ivc Oroer i .. LU'!tc.J •.L ; , has t.r ans-
f' t•red cal v" U.e .!'unrt.i<.:ns of t..hc Burda.u 01 ·:ar.:nt !r::J~ct.ion and 
i.avipAt.ial 11. t).e i.er>artL.en .. of Commorcu t,..., t~.c· :;riLrd States con:;t. 
GU'I.Jd 6-r.ri t.'l~ Su:r,..w c.f \.\.'SWm and noa tur• hur tl"'Sn!:fa""r~Jd t.he train­
inc tUnc:'io.\S :n' thE. l1&:itil"t£ t.:c:.rnrd.asion to trt"" Cc.est. (juard. Till!; 
r,ovo 1~ Jt . .-~1rnec:. to .·r.c:!itPt.~ t.h~ Oo\'(.rhrr~rd .. ' t ~f."t:nts i!'l. t"le in­
t.cn=iw: wrr\J me do\·tlcptr(.nt. of th!. L:oro"lnnt "!Ti:le . 

'i'r tha Uni~d ... t.at.cs Coii::t. Cuard i!o t r~s:~rred the .safLty 
lntrecti'>n: Ytttidl t.v-a·y vessel or t.h~ A:'ltriean ; • .:rc.~£nt liarinc uncc:r­
ro- o P<riod!.eally. ·~·h:zs be3<\..4 v•ron::i~!!ity of the local Bot.rds 
of .In.:..[':c•ors of the. f\\..~aJ o!' l.a:-i:w,; ln!p c:.•c.n ~:.m Uevigati on . 'ntc 
Coo:t. G'Jti.rd rlso Lrsu:-;s N..rpor.Eibil1t.y lor 5',1 -Arine casu.Uty ir.-
\" .. n.t,~u.ie:"ts . 

All +,rz:.ini~ ?!' ~it.i~ pt.r!'IOr .. "))..] 1 !.,~~ 1.cinP offic ... rs and 
.. c:-r n, \o;hich has bE:..:n .:l r.!!!JOn::iollit.y of t.:1 :.!t'J iti.!:e Co~::si~..n, 
rolto bccorc3 D dut.y of tre Co~s\. r-uar~ ur..d ... r t.hc -X•.eut.ivc o rd!:- . 
L1ct.nsir.r of ol"ficl.r s and certificnt.inn, of s~.;an..;.n, now e :-et;~e:msibility 
c!~ t.!l"' 9u:r~o:c.rtl of :~rl~e !nqL c11on and lll'vir:.tion, !.s plt.cod \ll'J.!cr the 
cont.rol of t.he Co11st Guard, em:! r.111 be coorW. rot.~-d :Yi.lh the t.raininr 
rror;r:t'!l . Fiv·:.: State r.:.uticcl. echools in Ctliforr.i.c , • ·C'11 YorX, 
l .. acsnchu:::ut.vs , Laine , Ct~ ?t.nnsylvc.."'lie , Lid~;.d l...y it.d .... rttl r ran ts , also 
con, \oiOdur t.h~ directi on <Ji t!u. coaat. G•Ulrti . 

Tilt functions c.f th. chipping coodDBioners, v:h.ic h incl ud" 
t\lp_lrv!sion of t.hc sif}ling on t.nc:! d.1~chl.:r&1ns of er~y·s cl.&o nr~ trans­
r ... ~ru:~ t.O CObSt Go...Grd, as is the; welf::re ':)f ~L:.rch; . .'"lt. se:".!'r.cn ~':)J:l:"d 
V\:!J(Ilf' . 

'!"o th'- ~::nissi orx: :- of Custo~, \:nCcr the. SU;')er: ision artci 
ci1h.ct1Jn 01· t.h .. SLer ... tary of th-.. 'tr .. -:sury, Dn. t.r~f .. rrcd thO-S4 
f"!J.-.:~icns Wlich pcrt.::dn to th .. ~n~rCllC€.! r~ ch.t:rcnc'", t~ n:rist.~,;r!.nr, 
~:r,d lie"n:s!.r.(; , t.!'k. aCx:.su:\..=.:r,t of v ... sstls UK! th"' L~ini:t.r:.tion of 
l.Ot.!.'lr,t: C:Ut!cs . Th!e irNclv ... ~ l:.rc: ... l;,- th~ t.r:::!fJ :J~ lt.t:cl. alt.horit.y 
on:~l , cs t.ht_ f:~.;lu forcG"~ o!' t.h~.; C\l$t.o"T' &Jr~,."U h~v· =..lr.~•s p...r!orm.C 
th ... :'{,. d.tt.i\.:S . 

rht.. vc.rio~ unit.s i"l\'t'lv~.-tl h .. v'- ~ r1 ut.cl \.>r st.\ld:l by tht.: 
Dur .. u or t.hu ?Udf:Ot -~-- .. .. !;. ... /:'lf..t. y .. ·z.r , wit.h th .. : hi of seC'~ rinr 
bt/l. t.~,_r ceord.nt.ti~~.~n rn~.:ncr"';.:r.Jrt."' t;.h 1r <Jf'f,,:et.iv ... nu::~s in t.1n... of 
... m rr-~ney . 

Tod"Y"-~ Or dar c:.molgliMPt ... D t..l'O of tht old !'t. · r~r:ch.s of 
C<Jv..,rnr"'nt. . C~":t&t !11:ord w:.s "::t.r.olich ... rJ t.y t.h F'ir!t. Untted St.ct c.::-
Cor . .p :.:: on ~:J 11st 4, 1790. t;orc:;rlly it. 1)lnct.~on:s u.,d~r the. dir~ct.ion 
01· l.h. s ... c:· tr.::1 of t..ht. 'i'r ... {_eUf)' , Wt in t.i'l. :t o f v:r:r o1· ~;r.t.ion::.l 
.. Tt"'"•.r.ej• 1:. tl'C.ntfc::'r-:d !,0 th\. ::-:vy . co· :S'l. Ot!'lTd':! t' cu.t. tr:.."l.Sfc r 

b:J l!\.. Pr"3id·
4
nt. to th ..... r~V)' t.o Jok pltc .... on f,ov.:r.!b .• r 1 , 1~1 . 

'i'hc ~ur..:aJ o!"' t:.:u-i:t'l:i' Ir.::p\.oct.iC~n end :Ja\1rHior <".lso tr:e ... s 
11.: Cl:-!;ir. t.l ~c~.-:- ro"'!;!"t.C !:'7 th.:! fl..nt C,')!'.( r :! c"X 1! Cl ou t. ":v:rth 
c( ":l." !'~- .... Jll ~ · :m::!X-e~io:. S-rv!c>l c.svh~ .. c. 1:. - 3d. 
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P.edistribution of C&ritioe FUnctions 

8y virtue of the authority vested in n:e by Title I of 
the First War Powers Act, 1941, approved Decec~ber 18, 1941, 
and in order to expedite the prosecution of the war effort, 
lt ls hereby ordered as !ollo,s: 

Section l . Transfer of Functions of Bureau of l.lar ins 
rnsp:ection and Navigation ~ 

As provided in Sections 2 and ) o~ this order, there 
sre t r.:uu:ferred tc tr.e Bureau or Cu:taos And the United 
Stat•s Coast Guard all functions or: tbe l!urtau o! Warine 
Inopcction and Navigation, the office of the di rector there­
or, the oftices of supervising inspectors, principal travel­
l"'! inspectors, traveling inspectors, local inspectors, 
asalst.ant inspectors, shippl.n;; cOI!IU$\SiOncrs, deputy shipping 
c011l.21.u1oners, and the Board of Suporvisi"l! Inspector s , the 
brda of Local Inspectors, the liarine Caa~•l ty Investigation 
Board, the !.Iarine Boards, and those functions of the Secre­
tary of Co::merce which pertain thereto. 

Section 2 . t\lnctions Transferred to Bure•u of Customs 

Those functions of the Bureau, Officeo and Boards speci­
flod i n Section 1, and of tho Secretary of Comnorce, pcrt.ain­
i.ng t.o registry, eru•ollmmt, nnd licensinc; ot vessels , in­
cluding the iSSUance of commi~stons to yachts, the BPSignment 
of signal letters, and the preparation of all reports and 
publit4t1ons in connection the rer.ith ; measurement of vessels, 
adDlnistration of tonnage duties, >nd collection of tolls; 
ent-rance and eleara:-.ce of ve,sels and aircraft, rcculation 
ot vessels in tho ce>asting and l'lottl.nc trades, and ll.m1-
Uit.1on of t.ho use o f f orei.rn vessels i n •at.cra under the 
jurisdiction of the Unitad States; rec<rdlng of sa!es, 
COnveyances, and =ortgages Of V8S3els ; protectton of steLr­
ace pe_ssenacrs; all othe r 1\lnct.ton.s of S".JCh Bureau, Offices 
and Boards whicn are now per!omcd by tho l!urcau ot CustogS 
on behalf thereof; and tha pmmr to rli<l lt And :oitigate fines, 
penalties ond forfeitures incurred under I.M lows govorning 
t.he:~o functions , are transferred to t.hc Comt\iesioncr of 
CustoCI$, to be exercised 1>¥ him uml• r tho direction and 
supervision or t he SerretAry of thn Trcnsury . 

Section ) • Functions Transfarl'<>d t o U. S. Coost Guard 

Those functions of the Bureau, Officoa ~>nd Boards speci-
fiod in Section l, ar.<! of the Secr otery of Colll!ll<rca, pertain-
ing to npprov11l of plans tor the cor.structlon, r opair, and 
altcrot.ion of veasels; approval or mntori.al a, aquipt'.Mt, end 
appliances; classification of vessels; inspection of v~ssels 
and th ir Ul'llJ!>Cnt ard nppliMccs; ia:ruanco or certificates 
or inspection, and of pa:>its indicat ~ th~ approval of 
vessels tor CIJKrations ..,ich r.ay be hazardou:l to life or 
proP"rt.yJ ad:ain:l.st.ra t ion of load line rtquirc:tents; en!crc:e-
•nt of othe r provisions for th• safety or ltfa •nd prop:'l'ty 

1511 

on veoscls; licensing and certlficat lng of otticus, pilots, 
IU\d sonaen; :suspension and revOC/\t.lon or lic<.i-nses •u'd eertifi­
catoG; investigation of t:.arine cllsufllth s; cntorcCJ~:~~Cnt. of Clnnlng 
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NctulrMODta, e1U:z.e.n8bip :-eqa1Nifte.nta, and. nqu.treneata tor 
tbt auat•rin.s •nd drtlli.ne or crewai control or los booka; 
lbtpnent , d.Ucbargo , protection , and. WelteN Ot Mr'Ctlant. 
aeaaen; earorc~ent. or d~ttos ot ~lpowr.era and otrlcera ~er 
eccldeDte; proftultat\oa an4 en."'ore-.mn. or rul11 cor llf:b,u , 
lif'Jlall , ,~..,, atee:-1Ai:;., t>aUi.ng, -,aaalq, ucbora0 .. , =oYe­
aect , ud towl1oo3 or • esscla ant! Ugbt.a and atgnal.t on 
brt.drea; nuzbertna or undocuoented •eeaell; p~IICirl~lon and 
entorcenunt or rerulattona tor outtttttna and opera~lon or 
~torbo3tl j llconetng or ootorboat o~eratora: reculdtlon or 
retretttu and 1'\t\r lne parAdes ; all other tunctiona or auch 
Buronu , OrftCOO and Board& which ore not I~C1f1ed in ~OCtlon 
2i and All othur runcttona ot the Sec rotary or Comoorcg por­
t,lntnr to ohlpptnt wblcb nre not spectttud in ~8ctton 2 , 
tnoludlns t ho romla:)lon and mit.tgetion or t1nil8 , peno.lt1CJ8 
Md rortel tuNs incurrt~d under the l awo sovorntng theoo 
ru.nct.tone and those Incurred u.nd'tr Public Lou 3~1 ot tho 77th 
Conl"rosc, aro t.rar.stcrt'Od to tho CoaM.ndt\nt ot' the Uhitud 
Stctes C ,.,tlt Cuard , t o be exercisad by hLP\ wutor tho direction 
nnG superwLolon ot the Secretary or th.t twry . 

!.vet ton 4 . TM.nafer ot l'lmctlon& tron &.uounu ot Cuotona 

11D:o tuncUons re.lo.t!ag to tho award or aa~n to u.n· 
doc~n~~d vea~ls, r~ ve3te4 ln the Collectors or Custoas, 
aro tl"Q.Diferrcd. to the C«::mnchnt ot the CQI!ot C1cu'd to ae 
exorclaed b7 biD UA~er t~o direction and •uperwlclon or the 
Seervt!U'Y or the I:Swy • 

...action 5 . Tmnster ot Trai.nt.n,g FUnction• rror.~ WarltlAe 
Cor.n.ldBlon. 

Tboeo tunct1ons o!' the United Stat6e Ltar1t1rttt COC¥:a18Glon 
portdnLng to aatobl1Sh1ng , doveloplng , and Oj)t:l"'tln(; \.ha 
'Jni ted St.ot oa Llor1t1."'1e Service and tho cndt~\. and co.dot or­
rtcer training proernrn ; tho preecribing ot oxt~naion ~nd 
corroopondonce cou_raes , i ncluding th6 prtnuns , ])U\1l1Jh1ne: , 
and purch~ains ot' toxtbooks , equipment and auppUoa roqui red 
tor aueh courooa; tho cxnoin3tion , tnapcc\.lon , rn\.ing, and 
eortlt'lenUon or eivilinn naut.ic:M seboola: th\J turnUbin.g, 
n,!ntftintn~, and ropeirlng of vessols tor tbo S~at~ Marino 
or N~~tut.lc:al S.eboola and adu1.nlstor1na gronu ot t'u.Ada tor 
thw support or sucb schools ~nd tb& Jurledlctton owt'!r ""'asela, 
a;>~rel, ch!arta , bOoks, rwd 1n.6tru\e!lta l.Jcnod to eueh a.cboola, 
'\N \.1"\.Dat o~rred to the Coc;ru!ll-d!tn\ of th~ ~tt"IS Ctahe Coost 
~rd , to be. norei~d by bla UDder tb• 41rv:ttou ond l'l.lper­
Yiolon ot th• :;..er.:t~ey ot tha t::t.yY. 

!.-Jctloa 6. AutMrt tY to '.ia ho J a Y1pt1.on "'.nd 'l~;uu.l lllapcct ion 

.!:!!.!.:. 
Tbo authority • ostud 1n tho &ucrot~ ry or ~1~• by 

Zx"cut. tvo Or.J\.Ir no . 8976 , IJee~Jabur 12 , 1941 , to wotvo co::t­
pltonco ''1 th tho M.\'ig!l\Lon o.nd vi) soul. tnSJ)6Ct.1on l.nwtJ Lo 
trNtstorrotl to t~u Secr o \.n.ry' ot tho t;uy ond \.hO ~retnn• Or' 
tho Troooury , who chnll vxvrctGo auoh a uthority 1:1 t.h rvepuct 
to tho runctiona traneterrud to the United Ste\.uJ Cooat GUArd 
Md thu Our«..nu or cuator.:s , respoctL voly . 

We \.too 1 . Trnnofor ot Recorda , ProportY end l'oraonnol 

All rcc:orda and property ( L..-,ctudl.ng ortLe'- vqui~uot. 3.nd 
rtoot.L~ o~utpnent.) or tbo &.r eou ot W~rtnv Lnapeo\.ion and. 
::•nif':;,t10ft. , th\. i;Np.ll"trlent ot Ccn::wrce, t:LU ColluctOrO or 
C'..&st<~a.a , and tho llnttod St.Atea lotarltltw eoc=uatoa. uaod 
prln.'\rll.y in the IUblnistraUon of tunctlona t Mnaforn..d 
by tbla ordor, a.n4 all ;erSOnMl used prt.M.ri!.y by thtM 
•EPCncLea lc th.o ecbtnlS'tration of auc.b t'\metLona ant trans-­
t'•ri'Od to t.l"dl reS"pOctho agc.netes coocurno4, tor ueo lc 
tho d~iniatrn\.lon or the tunctloos t~aturr~d by t hta 
o!"'!cr. 
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Section e . Tranaror or ?uncia 

So much o{' t.ho unexpdnded balances of uppropri at ions , 
allocations. or other funds availabl e or to be ~do ovoil ablo 
ror tho u3e ot any aseney in tho exercise ot aey function trans­
f erred by this order, or !'or the use or the head of a.a,y agency 
io tbe exeretae ot any function ao tran.s.:'erred , as tbe Director 
ot tho Bureau or the Budget witn tho approval of the President 
shall detemine , abbll be transterr~ to tbe 4KODoy concerned 
tor use in connoction with the exorcise of the tunction so trana ... 
t erred . In detominine the 11mount to be trnnsforred the Director 
ot the Bureau of tbu Budget Q4y include an cmount to provide 
for the liquidation or obli&atlona incurred against such appropri­
et.loas, allocations , or otbe1· funds prior 'to tnt~ transfer: 
Pro•tded, Tbat the use of the w1e.xpeDd.ed balances ot approprieUOG.B , 
ullocations , or other tunds trMeforr~ by t hle order shall be 
restricted t o tho purposes tor Hhich such monies were appropriated. 

Soct1on 9 . Etfect1vo und Termination Dates 

This order ehall bcc""'e crrecti ve on !larch l, 1942 &lld 
reae.tn .tn force u.nttl the temJnation ot Title 1 ol" tbe Flrsc. War 

Powora Act, 1941 . 

Tllli WIUT!: HOOSE 
Februnry 2?, 1942. 

( 

.. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretary Morgenthau 

1/.r. Foley 
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D ... TE FEB 2 71942 

Attached is some ~;otterial on the Julian case which Joe 

O'Connell obtained for me. 

As eight be expected in this kind of a case, Julian and 

his friends and the caddy and his witnesses told conflicting 

stories . However, as near as I can make out , the ba.sic facts 

are that during a golf game at Lake George, I:ew York, Juli an 

drove a ball on a road; that his caddy told him he could drop 

the ball back on the fairway without penalty; that an argu­

nent arose between Julian and his caddy over the application 

of t he rule; that a scuffle ensued; and that during the 

scuffle Julien kicked the caddy and injured hilll, altho~J&h 

not permanently. 

The caddy claima that when he told J.!r , Julian that he 

could place his ball on the fairway back of the road without 

penalty Julian started using abusive language tov:ard him and 

rai sed a golf club as though he were going to strike him, 

that he thereupon grabbed the golf club and that i n the en­

~uing struggle Julian kicked him in tho groin. 

/ 

• 
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- 2 -

Mr. Julia ud hia witnlnea t .. uuea to the effect 

that the caelq Clllraed llr. Julian Tileq etter Juliu tolel 

h1a that he lr:nft the rule a, anel that the caelq AllTueej 

t011ard Julia mel a ttempteel to grab a golt club out of 

Jul1m'a h&Dcl, whereupon Juliu'a foot went out aud tl» 

cadd;r fell el01111 aud said he waa hurt. The JU1'1 appuat}J" 

bellnecl tl» cadq and hia witnenu, becau11 the7 rellllerecl 

a nrcliot of $5,000 in fnor of the caelq. 

For JOur conTenience, I han lll&l'lced in reel pencil the 

.ore aignifioant parta of the attached material. 
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.. 
T REASURY DEPARTMENT 

WASHINGTON 

February l o, 194~ . 

llear "d : 

At tached is a memo randwn I r eceived th i s 
morning from Mr . Conger on the case recently 
decided in Lake George involvin<> l.r . Julian, 
Treasurer of the United ~tate$ . 1 also en­
close copies oi the pleadin s , as well as a 
n~~ber of ne~spaper clippin·s wnich Mr . Conger 
·ot while in Glens Falls . 

As I told you , i t woul a take a coupl e of 
wee~s to get the conpl et e transcr:pt or the 
test imony o!' the trial. I tuink ~~r . Conger 
nas done a pre tty l·rol'lOlUl.n- llke job in getting 
the s tory pleced togethel' so nell . 

Hon . .edward H. Folej>, Jr . 
General Counsel 
Treasury Department 
~ashin~ton, ~ . C. 

t.nclosures . 
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to• Ur • J!t:II'Y )lorgon tt..n, .rr • • 
secrotATY of tho Tro&aury. 

-.r: Gorr1 t C. Conger. 

---The incident. about- 'ffhicb t hiD co.ae it con: ernod occurred o:1 

~~~~ 21,1941, in t~e After~oon . ! s tuo waa joined on the eompl~int en 

3e;>t<:.bor 23,1941. J. sHgr.tl,y ""'"" dod cc,.,..,lalM """ !Hod ao of a l nur 

't'he trial began on JMUA~' "'CJ ,l942 , ani\ a verdict •• rf'nched 

on Januar:r :50 ,1942. 

'l'ho n t torno;y• fo~ t ho pl ai-t i ff wero1 

'II\ \llw:> 0 , llullio, Loke Geor3o, Jlow Ter1: , 

Oo'lllY ol tn try the case: llcl'billlpo , J'l to~errtid M il llcCilrtl"-v, 
190 c;lon Stroot , Glont Fallo , l!. Y. 

(llr, J'1 t"!lcra ld hanfllod tho nc ~·JAl trial work). 

l'ho attor r.• :r to~ t!le lle!en<W!t "'31: 

( J»d(;e Sin«leton ow:1o both the ., .,.,.,.~orr 1~ ()lone f allo , and 
I t l o bol leTed tbat due t o hit l~fluenco much of ohe ne.o of 
t ho affair wao quie t e d) . 

The tollowtnc ;,Prso~ tes tt fted ae wlt•~ttttea t'or t he .,. 1~1.n tif!; 

l. 

2, 

3 , 

4 , 

The plo.in t.iff hir.1eelf, Theodore Lec:abruno, 18 year a 
of fti:O , of Bolton L6lldinr, , Uew York. Caddy, 

D:r. D. L. Roger• , Jol ton lA'ldinr. , 11e• York. 

Dr. Ler o:r J. ~>tlcr . 

John UUllaney , 1'? yeN"a ""t" . Qu.eont . ::ew York , St.. John'• 
Prop . Cad<l,v . 

"SJ 

• 

Regraded Unclassified



a. 1111\oa rx *• llolwa, lf.T. ~ at clllltllo'ue, 

!be fo1lo..U. penou \ooUfie4 u wt tn•-• for the 4at......,t1 

1, 1111\oft :a. Ip&Uu , lutherfor4, lJ,J, leiUor _.tner ot 
z.-u• •4 1\oloe, J'ow Tol'll: Oit7, 

a. rre4er1ak k ennic. 01care tto manufacturer, 

3, llobert 11. Barra, c-di\7 bueino .. , OWiltr of real otta\o 
i n !au and M •ho-. 

•• !M defendant hiaoelf, '111U- A, .1'1111- , 'frouuror of 
t ho ab1tod Statoo. 

J'lala\1ff'o OU•I 

l(r, 111.11• 11114 wee fr1en4e ..... a t !he Sac .... r. llolf Clall 

161 

d hat foNOd a foal'o..a, cona1 ot1JI& of ll:r. Jul1..,, llr. l&DAUU, 

llr. Barrio 1111d ll:r. k eiiDi& o J'oW' ca441oo acoo-1od t~ 1111 \M 

r01111d, !bq wore the plaintiff, John llllllan")', '11111• lllllU..t~r ..,4 

lfonrd !'ollpld.no, 'Die latter waa in llllltary Se"1ce at tiM t18a 

of tho trial ..,4 wu unable to teotU) . 

OD the fourth bole , a road 1ntorcopto tho fair_, at a pobt 

1J7 7&r4e f ras the tee. llr. k llmic , llr, Bani a and llr, tpa\1u 

dzoon OYor thJ.o road. 11:r. la.l1aD <!zoo"" l&ot and h1a ball .,_. \o 

rot\ 1o the a14dle of tiM road. A local nlo pond to a pl.,..., 

"""" b&U 11 4r1!!!1 011.\o tho road, to p1clr: up t ho bdl ..,d r oplaca 

it 1o tho f~ wtth<>ut ponal\7, Z...'bniDO &aid he told .lUlU.. 

that he could pl&Go t he hell ~he fai~ w1tll4ut peualv. .. 
toot1f1o4 further that la.liNI ..,..& w\th h1a ...,4 uaod ablw1 ... 

l.aacaaco and told h1a thet he , I\IH&n, ll:nOW the nlllo .JU111111 

U... ra111d h1o club abo .. e h1o head ao though he were £01ll« to 

ovUle Lea. , , '1'bo boT .,.1 hol 4iols the ba« of clubo 1n h1o 1 of\ 
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Jwl4i be C'"ftbbed the C.l ub which Jul1M had upro.J.aed 1\0 1 t -· ccmln« down, 

JUII;, tben kicked tr.e bo)' \ n the cro tch, The 'boy !ell to tho ground ond 

.rtthod thoro ~liT· 

lf:llAtiU then ate;>ped ''P and told JullM to co on. JullM did go on 

I bl. 
162 

-....,
4 

<114 oot 1'83 3!Vf farther attent ion to ~ boy , l i!D"tlu. plclced u.e boJ 'lPi 

be oake4 1! '!>e mo b=t baAlT and walked him up and do"" a 11 ttle . '!.'he bo7 tlwl11 

"oru4 bftcl< tn the caddy houoe . Bo had to ott do"" a eYerl\l Umea on account 

ot tbe po.l.n. 
then 

Ltoa'bruno /went to oee a doctor but tho doctor ••n't at hoooe. Be t han 

...,, before a Juotlee u! the PeN:a ('l'ruu of ~lton , !!.T.) to ~· a COIIJ>lo.l.nt, 

~Uo ho ""' there, llr. I£)taUu. .-. Uo warrMt """ !awed. 

teca'bnmo then went to t oe another cloc\or, Dr. lo~tere, Coroner of Warre-n 

Co11nty. 

Dr. D.L.Ro&~ra tootltiod tn 0111>s t o.nco aa tollo,.. : 

Dr. Bo~;era trea.\ed the \ n,jury. He f o\Uld a ecYere bruiee i n the ecrotua. ---
l!o'found tbo rij'bt teoUclo oOODOtd>At owo)len and a apot on tho aerot,.. about 

-a 11 ttle 'broWD , • 

Dr. Roger& nlRo 1 o.w Lecabru.no the next dL\¥ tor treatoent, a.nd one• 1DOI"I 

at a later dote. 

Dr. JUtlor teotltled In oub•tanee ao !ollo,.. l 

Dr. :llltler '>:14 o:uuained Ltoaorw>o on tho 9th or lOth of Septeob or M d 

!o1:111d olr>t of a reoldual 'bruioe on the rl.&bt aide o f tbo ocrotuD. 'l'be teotlolo 

""' no t onlareed perooptal>ly at th.~t tlae. !hero ""'" t!mdernuo In t be teat\el o 

and In tho apormatic cor d. 'l'ho I njury could bAYe beon c"uoe4 by n ltick. '!'here 

~ftl nO per1Mnent inJury, 
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11111,... •.11<! J obn ltllll aney told pmctlcall;y tho • .,.... otory that - --- - -
x.eoen>no <!14 . llone o! theoe boyo ..... " ..,.r tlc:ul.l\rly cl ooo friend o r Lo<ab,...,o . -- ---_ _...._,_ 
!he !NllMeyo were opendlne the o>lnoer at Lake Oeore •. n .r. J obn IIUllaney ·- - ---
, .. ufled thM he henrcl J\tUan • fill ~ '<ie\cocl Leoebruno : 'I'll ohow you, 

you OOd damn br nt . ' 

ur. Iema.ttus dettcr ibed the ~oe and ,..ho.re the b11lls went a!te.r 

1\rlvlue . ('!'hero me here ap;:>eront l;y a obarp looue of !act na to whe ther 

or ~•• t~e bRl l bact landed in tho r o34 on tho drive or on Ur. JUlian '• 

oe0<1nd ohot . '!'be cloi'enoe ccnt encllne thl\t it '""" the ••cond o!lc-t, l r. ..!lich 

e .. a tho l ocBl rule <'oeo not permit a pl~~,Vor to llft hit b&ll wi thout a 

penalty. 1rolll t ho defenda.nt'o attorney it "'" le!U'Ded t!le.t al l of the 

ronroo:oo '\veod th:J. t they bad fl\l.led to ~ over the road, bUt bod r eached 

their ;>o oit1ono on t heir s •cond sb)to. ) llr. I ,o;nat1ua s:Ud: "'l'he first thi ne ---
I hoa"'" wn.e !Lr . Julian eayint:, ' I k:no" the rulot here young man .. t J\lliM 

- J.Jkod n tew pacoo for,.,.rd. !!'he boy threw the bill! on t he ground oayin, oom ... 

thin, "-"1:1 JIU" t of -.hich I could bear . l'he put I bear<\ -•: 'I don 't noed -
70'# fucldne dollar. • I o to:>;>ed, called to tho ca~ a.'ld aaid, •eoae her • 

younc """' • I would U k o to talk to you. • .u thAt i notant, ~. JUliM leanod 

do"" and ;>lend u:> ~he bag and ol\l.d , '! don' t _,t t he bo:r to CAdcl:r f or ce 

any cone . • I ,.,.1 ...Uidn;; to..ard ~he ~ov. Julian ;>1eked up the bA«. J.t . -
t het moment t he p l aintiff ohol\tftd c.t \ bo top or hie "oleo, •You can •~.on -
Your God <1Nlln cluba up your aea.' 

"Jul\M 10heeled around af\YIM . 'What dt> ~ou oey yowg llWll' and 

beeM to •allc t o.,.rdo him. 

- · the-·.ln- -dand~~bo~~-h ., \U.1 M 'lf3-fl carryi ~ -...-~ _ _ :::;:...;;.:.;;;..;:;;:.,;;;;;.:,_ 

the o thn . 'l'be boy took 8 tow paceo ~•Pard h~ and come to a otop . .Tllllon 
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.. " uulo abea4 of -· !boa ~ llo7 crabN4 lllll•'• olu, \ba -

putllo o \&11411>& taobc - o\Mr, !ba 1lo7 ha4 hol4 or \ba clu .,, \ba 

o\UJ' llan4 troo. I owppe4 ill *<I pub h1a as. &' \'ba\ _ , hli•'• -_, 0, 1111t out. !lwn the bo7 fall 4o"" an4 aa14 be •• hiD'\, !r obae.-uoa 

•• tbet .11111• '• t oot ce.UC)It tha lloy &t tbe ou\114c or hio Wgh an4 oUppe4 

ott, I ... ld tc JllllUl IPllt\o& CO &WI\7 and I =111 talco .,_ ot till \o7. t 

111 c&4cl7 CMI up, and the two of uo pqUo4 tbo bo7 '<IP &114 wpporto4 h1a, 

I ul<il4 h1a 1t ho •• lmrt, I 0&14 to tbo bo7l 'hl\ wlk annm4 a bU and h\'o 

oaJct oure 1f youl re lmrt, 1 PJ.&lntift pqllo4 a-.,. Mt\ oa14t II ta «<bc \o o•4 

a f'l1dd.llc cop tc pt h1a. •• 

1!1'1 Sronnic hot1t114 that ha 41dn 1 t &etual~ ooo m7 ot tbe oc:<Nn"-11 

\bat he cl14o't ••• .111111111'• club upra1 .. 4, but that he ba4 bcar4- ot \be 

t&11dnc. 

1!!'1 J!Arr1o tut1t1td that Ill oaw Jlll1M't club up in the air. ( llr. 

r tt&gtral4, pl&intlfflo counoel, doocr1beo l!r. Borrlo' toot1moll)" ao t cllowoJ 

!hat !!!'. I!Arrb oaw Jlll111l1 appro&ehilliS tho bo;y, boldin« & club 1n hio baft4, 

end holdint; H poi.Dte4 up 1:> tho &tr. Jllll.M hold tho club oo that hlo baft4 

-.about oppoolte hio oboulder, wl th the club pointed tlj)'IIOII'd. '1'111 bo7 beld 

IUo CZ'OUII4 &lid tbq - togethar. One of Jlllianlo teet - out an4 P"' \be 

bo7 a ldck an4 the bo7 wnt 4o.,, llr. B&rrlo otated that tho bo7 otco4 oUll 

u4 llr, M1an - towr4 h1a, 

Mr· li&U• hotit1o4 th&t pl&!ntlff flJ'abllod hio club: tllot ha olloYo4 

plaintiff .,...,. w1 th hio f oot tr:Yin« to cot tho club out of hio baftdo, »Del 

what part ot bo7 h!o t oot .,_ in contact with, ho ano...,ro4J "I 414o1t ouaiftl 

La- oaid \o-

qUiatloza on oroe.,..s,.}natloll: •t • no\ ~·· 1 

~ •11o 7011 _, tllot ;you didn't obon 70ur t oot r 1pt 1n\o hio 

\ea£iolef 
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~. -,.. \ba bo:r \ bo lao\ tU.. you oaw hiaf 

.t.. On tho ground, • 

165 

Jll 4eftndant 'o wl\nooooo otetod that plaintiff oworo a t 3alt&D ftrot • 

.Ill tho bo:yo don1 t.hio. 

'l'ht court cbiU't:'fd tn tho matter of Wllf:OO tba t tho plaintiff could 

reco•er o111ple 4aM&eo, and that tho Jury bad &be rt,;M \o find punt UTO 

~o ao .ell. 

At tho end of tho caoo, counoel for Mr. 3altan aond to haYO tho 

nrdiot oet ao14AI on the Q ound that lt -. f or oxco ootYO ~eo, (0.1..._ 

sec. 549) • 

.arr-... t on thlo aoUon ..u held on hl>ruar)' 13,1942, !lo deototou bad 

been u4e oo of lebn1.1r7 16,1942, tho loot dote on wblcb :your r eporter «•Ulored 

lntonaatlon. 

ObterYa~lon• of Perton• InteTY1• .. 4 in Qleat 1)111. 

(H aay bo stated thAt altb~ \l:e actll&l trial tool< pl.ae t n IM:e 

Geal'l:o, the attorne;ro wbo tried the cuo, \bo .1111c• and \he court reporter 

•re all reotdtnto of Ol ono 74llo, 8 m1lee trom t.ke Oeorco). 

l!r 1 Artlmr Yol4, Court l!pol'tort 

l!r. .1\Jlian 'haa been 1n trouble at oo•eral placto in the rlcinl t:r. 

He baa boon barred from t ho local club ODd boon i n difficulH•• nth tho bo\Ol. 

211 reputation to far from sood, 

b &rial wu no\ Uttar . 

Joth attorno:ro wore trtondl:r. 

Ill', lleld l>olintl that the .lltdc• will not Itt ol14o the nrdict. 
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R· o, L ft!M!ral4, OfW!!!l for Ple'•\1tf. 

J/.t 
l6S 

Jlr, hlUol baa a 11&4 re]>U&Uon tor a liD\ t.,...r, 

Ill~ 11-.loton,co»n .. l t or Mf..,daet, lo tbe •ot ulo trial a.• 
ln 111o <rlclnl 'r - •a Yory hip claao follow". 

f!IOro •on' t an a<treroe rullftc a«A1not llal len throtlf',bout tbe \rial, 

IIJ', Barrio ha4 Jolnod the part;y JUllt for \ bo ~. 1118 \oltl.looDT t1llo4 
_, 

lbo caot tor tho tot-. 

!l'ho co-t b;y 1owoll !boooao on \bo ra41o I.Dconood aan;y peoplo 1D 

clio <rlclnl \7 becaueo U no &&rl>lod and ,.. 1r. 

It llr. hlJ.an bad oho'OOd a 11\tlo m.&n tin4neoo and 41p~ ~ 

ronlto aicbl ben - • lot wre ..... ,, 

IIJ', l Hqor&ld cUed thio o-lo ot \be charac\or or IIJ', ISJ>&tl.Ulll 

~. Ill'. Icnauu.o, 414 ;you bear thlo bo;r ear &DTtblnc \bet 
in ;your Judclaont JuoUttod Ill'. hlion in tiCikint; tbe 
bc;y in tho teot1clol 

llr. ruot;orald tbon ulted tho Jurr. 1 Io lbat our oo4o up herot• 

(•onint; thai H wao a hit bole• tbe .boU, ) 

.U on 1D41caUcn ct 111:'. llal1an'o t-•r, llr. lUqerald oald tbwl 

'hllan 1o a oct~opclo:en follow. You wouldn' t thiN: ho o<ror &Ot o.lll:i\04,'111a\ 

tllen 1 lnaltrortontl;r ulted b1a '"" 'l,..•Uono betoro ho had onowerocl t bo tirO\, 

hllon po1Dtoc1 bit tincer .. - and oaid: •t~~~~n~~ un, Totlnll Mn, JOU wait rtcbt 

where 7ou are. •• 

i'ldc! llgcletgn. 00!1!••1 for &tfend.n\, 

!l'ho plaintitt w~~nto4 to carry \wo -o.,o. Mlon wntod a oinclo caAq, 

4o a roeul\ ot thlo plaintltf wao 41ocrunUo4. 

~ llqtletcn bel teno i t il practicall;r iapooolblo for thooo 

- to han 4r1Yon troo tho toe onr tbo roa4, i,o,, I'!Crl tben 200 1aru, 

.1114p Slqlotcn t;lYOI tho follcwlnc .,..olen or tho epieo4o: Ill'. 

-7-
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.ll&lt.l .,_. ,._. .. \» Mll ,_ ,._ ftd u4 llro.,.Pt l\ ._ •to u.. 

taJrWII· .. lla4 ill hie liiDl a f6 _._ tbio ill41catoo Ula\ lllo p 1ucr,. 

,,, 
allot - 110t o 41'1.... file 1ior - M14 ill a aao~ '-: "Tn _,, .., _..,,. 

10.11oa cleial !II u14, ...,,., I bow \he J'llloe1 ani\ w11Do4 OD. I• \hen -4 

till no! .. ot the oadl\r thl'owin« tho olu'oo to tho groWl4 and 11111n« be 414111\ 

_, t'oo 4oll ... l be rol'ual4 to flO !1u'tber. 

llr. 1\lliaa \boo piclced up the clubo and otar~4 1\o"" tbo t•"'-· 
11r. I~Uuo thoo - up and un4 what tho trouble wo. !bo bo7 

loOld h1Jo ht wouldn't urr,. \he clubo, to which lillian ropll ... ~t 414 TOU .., 

b bo7 qab'od \he club, Ipa\lu \bo'Qih\ \bet ID'. hl11D hll4 roiH4 

h!l toot to ~b \he bo7 • ..., and baA lilt hla on tho o"\Ct. of \he tJI1P. 

tite o tho inc140Dt ocCllt'J'Id about 1/2 a!lo froa \he ca4q houl \be 

boy co1114 not lla•o told the truth about h&YiDC to oU 1\o"" ....,T7 too fHt oa 

his ~ haole , llloauao twn~ cllluho latU' tho pro - out 1D a oar and •t tho 

portJ, '!bo bo7 wul4 not h&YO had ttao onoUjtb to 4o what he 0114 be 414, 

llr. I~Uuo 1oe1oto4 \bet tho ho)' go to ••• a 1\octor. llo pYI b1a 

como7 tor tho doctor' • too mu1 t&.oo f Gr h1o looo of ttao. 

!!>• out • x_u ... •d to tho 'oo7'• bo•. 'out tbo bo7 wa not \bore 

al ~~~ tho ""l' c'--4 he wo confiDed to hio booM • 

.l.ttoroq llullh ..,a tpa\iu att-\14 to ooHl• tho caoo. !bloT "f::'••4 

tlrn on n oo.oo. - tho boT -• 0 alllor tbo7 could not - t hi• oticlt. 

.l.t oaeh later d&to, tho •ount ... ra!ood, - teoo., t7110., tl500., ..,a tho laot 

~4 ... t;~,ooo. 
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Tour reporter conYeroe4 for a tow aoaonto with JU~ t.ria who 

u-to4 tb• caoe. JU~ l ..,.ie -•4 t o ba a """' of oouD4 and c:uotv.l 

OCCa llll) 

Kaopeot~llY SUb.ittod, 

~~e~~ 
Oerr it C, Co~er, 
!roaaurr a.prooentat1Yo 
at Qenl!l"al AD1Uno Sorb, 
Banaaolr..tr , new York .. 
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CTtt8 01" I Eir !OBit 

SOPRDIE COUM 

Plaintiff, 

-ags 1nat-

WILLI.W A. .lULUA, 

O.tendmt. 

ftte pl.aJ.ntitt • tor on Aaended Co.pla.1Dt 

herei n, a llecea upoo 1ntoraat10D aod bel1eta 

1. Tha t a t all t he t111ea hereinafter 

2 11ant1ooed the pl aintiff was aDd 1t1U h an i o.faut 

under tb• age of twenty-ooe yMn. 

2 . ftta t, by an order of tbia Court dul:r 

aade on the 2nd <by of S.pt•bu,l~, and enter.cl 

1n the office of tb'l Clerk of the Collllty of l'arreo, 

on the 4th day or Bitp t •ber,l94l, the above need 

Prank r..ombruno was dul.y appoin t ed guardill.D ad lite:s 

or the above naeed ftteodore LeOIIbrW'o, an intent, tor 

the purpoae or 1nat1 tutin& and proaeeuting this ac tion. 

3. Tha t a t all the t1aea hereinafter 

•ent1ontKI the pl.a1nt1ff was end atill is a r ed dent 

or the town o r Bol.ton, County of Warun and State 

or ••• York. 

4. That 011 or about the ::lat dar or Au.;uat, 

~l., the plaintiff herein na 11ctin& ea a caddy on the 

colt course eoouaonl.y called "'The Saca:tare Oolt Cou:rn• 
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procure t'lll'tbu aed1oal aar. aDd a tteauoo. and aed1cal 

.uppu... 1D afforta to obk111 a 0\ll'a or aa1d 111JIIl'1ea. 

'1. that the pla1Dtitt 11 un1ed
1 

U't'i.q 

aepar ate m d aput trc. b1a r ather, •1111• 'b7 aar-.nt 

• 1 th 1111 t atber, 11 carbac tor -.1 aupport1JI& b.1aael.t• 

partnc Ilia obU&:attooa, aDd • titled tD b1a tiaa aDd 

aarn1nc•· 
8. 'tbat by ~aoD ot' t h e p..-1•••• tbe 

pla1Dt.1tt baa b ... duaced 1D tba &\a or tea 111ou~a~:~d 

(tlo.ooo.oo) Dolla.l'a. 

IBI!llEFORE. pla111t1rt d ... nda J \ldsaant 

8£alna t tile dar .. dan t in t he IWI or f en fbouaand 

($101 000.00) Dollara, witb coata and d11b\ll'l .. enta 

or tbh ne t1oo. 

W. ;t. BOI.L.IS, 
Attomtr t or PlAi.nUrr, 

orrtca a P. O.Addreaa, 
!8:! Canada Str..t, 
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AB §!ER TO fMf1JDED OOJ4PLAIJ% 

STATE OF !IE\il XO~ 
6UPRDIL COORT. -Warren County, 

tl!EOOOIII! LEOUliRUNO an infant, by 
FI\J\!IK f,EO!llllWliO, his gue.rd1an ad li t1111, 

Plaint 11'1'1 

-vs-

HLLI.N.I A. JULIJIN , 

Defendant. 

For on :ower to the Amended Co11pla.1n t ot' the plain t11'1' 

horuin , the o.bovo nencd def endant denies oach and every 

u.llogll tion in said complain t contained. 

11. 
FOR A FIR£T SEPARATE AllD COMPLETE DEFEliSE DEFEllDAIIT 

'Ihat at the t1nte mentioned in tho conplalnt the 

plu1nt11'1' a ttenpted an assault upon the defendant and f!'O!l 

the threatened acts would have beaten and otherwise injured 

and 111-treated biJ:I 11' det'end~>nt bad not il:l:llediatel: defended 

himself a&ainst the a cts ot' the plaintiff Who wos the aggressor; 

that thereupon defendant defended h1ntselt, aa he l awfUlly might 

and 11' p1ain t11'f sus tained any daoaso, 1t was occasioned 

solely in defendant' s endeavor in self-defense to protect 

hiaaelf against injury from pldntiffl s acts. 

ln. 
Aa a part ial defense and in aa1 t1sat1on of daoages, the abo...e 

name4 defendant alleges! That the defendant had just provocation 

tor Whatever f o r ce o r violence he use4 asainst plaintiff; that 

Plaint11'1' a t and prior to the time of the c0Cr:liss1on or the acts 

llentioned in the complaint had a pplied •1le and insulting epithete 

Regraded Unclassified



ad other woi'IU to ~~CCdlu:1t w1til ~,._.t 

uaault. 

rBEin:FORE. det·en4Jmt deam • j 

<tho am e4 oowpla,nt here1n wH.b ooat.. 

:J. SDG , 
rn tor t t, 

Otti e 6: P.O.Mdreaas 
1 R14c• t.,ol • a11a.a.r. 

Regraded Unclassified



( 

Gl•~• PaJl• T1oeo - 1/28/42. 

Tria l Started in Suit Brous.ht I 
by Caddy Against Wm. A. Julian, 

Treasurer of the Un ited States 
T~ 1\'t.tn ,,.h<"'t nan,, aPPtan. on I ddt.t that 11 pla.)'er •·h~ lee allOt 

.,., ~~,. ,. I)! JIAPI"' mo.nf)' I.Mut d •ot,t. lnlo thl' ro.d may bft th~ bt.U 
~'~" l• ittd 81a1u OM'ttnmt nt. a1\d plat't It on the fslnny whhGttt 

.\ •• n A J••IUn t rt-;'I•Uri'T of tht penall), a nd thu It •as Mr. Juli· 
1. ,,... S•~t '"" ~· thr cldrncbllll in an'a ~n4 AAot whid\ latlded ln 
an 'I ut•O:.: ro:r add]''a 110.000 lht rOI.d ""nl.t ~inUt! eontn'l~ 
•• 4 , a tl·• In .-hlch u 'ia.l WN Ulll lt\e 10\t-mmnn otlkiart ftrtt 

, • 6 """' .. oautt at Lakt .lhM wu tn t he ,_4. 
t~ •f' *'' ~ ~•6cfJ, Theodor• l At the •tan ol W trial. J\ldb t..._.,,....., a.-.:ton U Qd.1ns:. con· D•u'lttl P. tmrtt or th1t. r:tr. ~Hkl­

• Jub.aft ktc if1i hlm a t W S&ca· lnr . Wlkl tOUnwi' Md mfol"'md h bn 
,. {k>lf C'lult .at lhlt ~ l.u,~ tha t tom• of tlw \atltUart wbkh 

J .&D'f 1M "'iiWJ\· tn)Ured hlm. •oWd W W«S In t}o~ cut ~d be 
nw a •v~ a ..... u1t occurnd AU&• ob'r<'t'ne a~ \-ulr u and rw: qlft-1• 
' 11 a1 ll-.4- rnunh holt . •ht~ • ,.., that ..--omtn •J)f'(:t.atoON Jea~t.. All 
n lftfl fi rro-.W'' tht ~. Leoni· 'but lao Clfl)llrlNI 

M1.1 o •:!rc,.• fhu he pt~lltf'h' U · Ltombruno. rhe n.rJI wttnea~ t ea· 
·~trtp'-1'11 II) adwto Mr. JuUa:l ot 11 tl l'\f'd lhiU '4htn Mr. J~•llan'A nr•t 
f IT'>• t11,. l"'"rnlnalh.t pla \inlt o f 1hot on I he tour1h hole trll lnlo lhf' 
a Iloilo I .n till' rl\ld ll)d lhlt e.n altrr· r Oll" ht ,.llld 10 t hf' p layrt; 
l'lf'>fl !lllln•'~" "81r. you hau • rlcht to mo\'f' lhl! 
~· J J!i•n at I h., Umf' 1ru p'lll)inl ball bt.tk out o! the ro1d without 

u • lw ..oo,. allh ) t ilton B lgna · ,. J)"na ll)' ... 
• prorr tr.~ ~,_. Y«t anonwy. • Neur mind rh.f - - ball. )Otl 

tot o"" ,., rrwncl-. Robtn Har· J~' urn- 1M t1._ .. l.lombnmo 
.W t": tVnc'k S~tr.~ ot Nc• CIUIIO«d tbt p·f't'nl~Dmt ot!Xial u 

\ •, (' :.Cr lcnatiut b am.J«- tt"pl'rl"f 
.-r. " · " ar. ot J.ptl tlw aJMI 1bt caddJ' tftlltllod thlt bt at · 
.., ""- ,. pa"r.t:r bftnc • aon '"mpttd ro ,.sptam c.o xr. Julliln 
Ita ot.a r 8'fW".f'. C'hW:l' Juakt ot tha i I'!• .--.. J~t 1n1ftJ to tw::p lNI 

l ' tl'll'" AU tout' nM"m • Uu l a n t'Xt"ha ncr of • "Onb foUotrtd. 
", ,:. ' r t< .riOCI~t are aU~ndlnc aft~r 'a'hkh Mr Juliaf1 ~nt a 

r O:I t1ub Jt thf' c:addJ''a ht'ad. U!om· 
A '" J &d• uel !!lnc~ton bnmo ~~o11d h"' rrabbtrd thr dub • nd I 

' 0 Ill I I I lh• ('IU" for lht d t • pl"" \'l'n!, d thft blOW', bUt t.h• l l hf'll 
'hH *lll• .. a•!,d In hu opentnc thfo p iA\tor kltkf'd h~m. At. • ruull ,., '*"' 11\o thto JUI')' tha L t he or tht lnJtn')· h " II IIJ.I•intd. ht ...., ... ''"' •• 'o'• <•II <h• fourth holt P<O· I <roonou•• • • ""' ""'' I l 
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Caddy's $10,000 Suit" 
Continues at Lake Today 

n ,.1 • u oooo tttt'on to n- et l.UU~tr and R !n,.ood ~l)f'nf"nlH 
P'• <W\Il tn)U.tl~' •hlth .Ba1ciW1n and Atlorll('\' J , Clartnct 

, ,,_,wuno. 11. a BoltM He:rbhr. W cldt:~ldanU.. 

1.. ,., u11~~ ~·~DIU .-n t In· "~be' ac:ckln a aaWt Wr. J ull.an 
~ lpctn bWft W W iUI.a.m A. &fOliC from an a ltt>rndon 1»1~ 

.1 ''"•~atrr or Ow Unlt.ed htlnxll a nd two caddy a.~ Wr ,hll· 
10 A'' ew1n a round ot roll lut tan. )lllton a.· rr ruuu.. N .. w Yerll 
A ;r" Jl 1t •tv h._..mott GoU a tton'Wl', aocl 1.-o ethtf rrWnda 
n• •· I"" C'MHft" at 10 A. lC ~re plaflnt the &taMort f'OII&r-'f 

1!'6J WforY ., ..• ,w, O.ftkl P. lt!UV 'Ibt ochn' mt-mbfft oc the: rou~ , 
hill • tt.:n l~ auprttnt Cowl at w-ut Robt"t1 Harrh and Prfdtfk lll 

'""'" ~llf'' Bnrmta" or Ntw Yort:. lt.n•ttut b 
, .... tml.n, lnOI'It o' .,t'lleh wu Jof!Rk.- pattrwr ln the law t\rm .C 

.... , 111!"'«1 tn ttl, VttMnta tion eof &J\t I trnatrus and $Cent. 1'\v fntlrt 
pt.mt.tt • ra-•, bfout ht IOfth • n- foun;omP l\ atttndtnt lht tria l At• 
:t"''\ nt ob-t-rut loru on tht 6Ub,l«t '-OTI'I~ w. W. BuUb o r Lakt O~>CH'It I 
.f ,..,ll tn a•I'I•Nil Mot' pt~nle• b utCif'ntY of r«ord tor Lfoombruno 
,,.,,\ 11 \tmr r, d upon ••hn htP· wlrh c . E. P1U:itrald of MePh1111Pl. 
pr-1 •d t'l/1 lt\1' f~trth Itt. of th~ t5a t:A· P'll1.3f'rald t nd McCarthy, tt1a1 
ll'lln' «1111..,. , a1111 upnn the tlltcnt eouJUA'1. Attorn.ty J . ~., .. .,d 8 in• 
nl IM~ntbr\mcu lnJurt"'"· ai~\On 13 coun,w.l fM Mr. J\tll"n. 11•· 

PI•OI' tn the ul•1 of th "' UM', a al.stf'd b)' AUOJJU)' Harr)' H . 8ln1le• 
I 11\ lfPQI!fd a dl\l l rttmtnt In • &A>n. 
•ftltf. \ "' rdl(t lf'turntd )·uttrday Thr proereu of thfl aame had AP• 
tnt'oltt!l'r In • nu ltatnf!e action partntl)' bf'm a .r. unne ._. t olf C\tr 
.,. .u1 b\ n arrr IWIHI•In or 1M It-an be unlil the rourwmr a nd t\1. 
0 .,n, raU,...c-«lnlh Road acatoat C'On\'Of ot C*ddka rf'adltd tht four1h 
,_1 • .1 ...... L Dt!Ant a nd htr .on. t«. Tbta b a. lor.l holl' and th"' 
Jt(lbl'!l c.( Cotlnth Jtil4ce l mrit tatno•1 h cut ''*" ltl J'' "h from 

.. *••...t thfo J\10' • hJth ht.d dt- tht tf't br a d.ln. n.d AoconUna to 
DPn'rd tr• l 10 until t P. ~ \ht dub ru!,.,_ lt 1M d.rht lrom 11'1., 

1 •• lb..,_• ln MUt-bt to reronr t..r ll.nd& tn thfo road. the '-1.1 ••1 
.... tf'f#.\f'd •MD tht Dt· 1w Ufted fltboul ptn;all) 

.-nt'CI br lr.ln. OelAOI' Lrrocnbnm. tbr fml • lint"' If"'• 
-. d lilY"'"''._,_ hit btn1 ()t1. tUk'd l h.al 1tlvn Mr Juhan·, dtn~ 

H ..... ,.. • •tkbt&: a)ooc eN rtom chf. fourth c« f .. D tnto th~ 
•• 1\ 'tOft'\IP" JGI\n w. Mll~r •C..u:a~ ~, .. ..!!;:: 1 

\ 

I $10,000 Act;., 
Against Julian 
Continues Today 

.... ... - .. 

I 7& 

' 
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GL~S Flll.S TUBS - 1/29/42 

Bolton Landing Caddy's Suit to 
Collect $1 0,000 from Trea surer 

of Un ited States Goes to Jury 
''llll•l'll"' C<~<m Jw.IIC" O<~rll~l P, lhiJ'd • hol, hi' hMird h is SOH btl1 

lh 11. lhJ· .al•flruoon made hit~ drop to the around b(ohlod hhn, 
1t ~II' tlv· J.u)' ln Suprtnt.f' Coun • f don'\ lla\e tO Cflrf)' ) 'OW' --
1 l •f.#' C.''"'" 1n the SlO.OOO 11.1- clu-,.. llnd J dou' t. want )Wr - -

1 •"'•-~• tlrooaaht bv Th~ort dollar." lht dfftndan~.o ~lattd he 
L.f'O'li;J , st• II Sobon U nellna hH.rd hh (tlddy mutter. ~lr. Julian • , ••-u . Wtllam A. Julbn. , ata trd 1\t bfcaJM ln(mH'd at that 

, ~ "" uv· Unnf'd SUttJ-, Uld brncb Of ~nn-1 btttrtf'n aoUtr 
,,.. heca • clil:pute dwbq: a UKt C'addJ'. ~"only tumtd and pick. 

IOU • t lw &aamore Golf tel up lhe IJIIt ot dubL Tbh. )olr 
c ::t1 e~ ".r. 21, lftl. JWian t~LW. btaulht anocbu ~-

&,... .o .. t«~lrl:J" ~o t"OC«t• ~nan rrom thfl uekl1 . 
. "' n.- t latm' tw f'f'Ctl\"- l,Cr , .lloll'-n aakt ht: thfta •PPI"'Kh-

' "• 't&tod ~.m~otf'd attack tel lh.P c.ackh· and a.dlecl.. - \\"bat » 
)I J ,,.,. M l h,. roo..mh hoko or l h.at )OU uldt'" He added lhu hb 

t , ,. "" 1• rf'J)rf'Rnled b)' t~t. 1 ot c:lu-. wu In his ld1. hand \ w w. Bvm.. at Lat~ U1d lhe club he ,.,.,.., u~lna In hb 
0. c tol'h AHOJrlf'1' C. &. f'IU-• 1 rl-11h1, The ckfendant tHUfted th~ 
l~ ! •f .\lrPtlllltJll', Pllt«tNIId and boy ll'fL~Ptd lhe dub U h~ ro.l$td It 
\l•l'.,!h\ r.r •hi' thy '-" niAI f!OI.m· a nd Chat. h e l,lactd hu: knee ng;drat 

. 1 ht fl,.f,IWbnt i' rl'pc..-~""nlf'd ' llt caddY'• body 10 • ·reneh It !rt~. 
\!r~n· J f'.d•••rd SJnai«Oil. It. . ,, th~u chat. th~ bo)' droppcod to 

I '"' ,, AtLOI Il'Y Jbrry H . the around. 
•II Mr. Julian tutU1~ that. M_r r • •. 1 000 lf.l+allll l, .Gild to have lanaiiUt then appro~t:ht'd him and 

'" "'•' ' '' •n .. acl'lana:t or 1rQI'd.a l urctd. LYou ao nalu. on wtlh yw:r 
n 1 • Mr. Jlltlan'a Pla,)1r.c ol came, I •IU **- attn tht boy.-

IIU! • nath IAf In a road~ N:r lfMUII&,. llcltat:rt ).L Harrb,. a 
.,.,. • · lho- l>lo..._h bc:ll,. U:.r Q W'ti'L' C'OIIU:noctity mtrt:bant and 

n r ' !'of• ,_,. pi(t.fd I~ beJI up. a.n Okl&hom.l ,..nrtr and Prtdn1tk 
Joi«W ~ ".,,,.. <OQrw- naiot':J,. and ! ~nntt. Ntw Yort tipn-ttt JDUl-

-.i II: ...... T)Wo IT1.U.. Lfoatbnlno u..fae1unr . au Jftf'ftlbtrs ol tbt tour­
.. ·~re f\1· llr. Juba.n at- IIODW, ~~~ )lt. J'ulhn-. 

« rrl h,. •t•t r two untct the soU- cw&mony In lf'ntnl 
• tt Hoc to thl' btl 1hat tht JW.Ii« Jmllf', .usutnJn1 lht ob- , 
•1•h to mo\ f'd out o4 the JKUont or Cltofl'nM~ «JU:n&f'L hllltf'd 

J.e\'1'1'11 IHt.-mpu on the pan. or At~ 
\J Julan l<"tliOMI, lhe tornf')' l"illtl'l'flkl to draw from Mr 

\ 'l'lta • • n t do thu." JuUt~n 11\lorn~tlon tu to hb Mlan• 
\1 J Ul•fl •ll ld h~ • ' PIItd. HI k now u Unlltd 81atta Tr"uurer. hla tOll I 
.., · ' 1 ~~,. \ntu\r m•n." MUton ineo.ne and I tit an10unt e~t J).I'OJ)er-t)' H 1., I; Nr• \'Grlc; utorn ey. • hO ht own• 
• a ,,. "llfl• ••t•h Mr. Julian, Mr llnllllw f,.U vktlm of • be.t· 

·' ' 1 ... .-·d tha t pcoruon ot ,.,,. ' ot c.tHk''llm dUf'lnc CfOll-t:-t':C-
.. • *- n Mr J uhan funb,.r .a.nln.tiOn alltr be tllld ~rllt~ 

•. ,. a-. he made hl•rhb n,._klel o£ how tw btbt't'f'd tbt 
r.del7 ... , hatf' t~otnt mJUn!d. .-rum 
dUtnH ~•hat from hP dAn!tt 
ct~ m .-Nt-h he-~ 
JDtf'f'J, •hat ht had a«n. HO..'ffn'. 
dt!rrut fO!irutl npllilntd tq tbo­
C"CCW'\ thai lhf' \'l'nion tad ~n 
d~ prf'OoUI 10 the \lUI lllld 
dl<~tOUnlNI U II '"' n<K thto CTOn• 
tJCit~ C'OMPtltnt t''1drn~. 

r our ~11ddJt~ •ho uph~ld Lt'om· 
bnmo'a t·cralon or the lnddrnt •·tn: 

I Wllll11m &.IUIIIll\)', !5. lllld hb 
ICo•llnll•cl •• ~~'••" strua) ~ 

· -···~ --···· 

-~ 
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' Action of Caddy to 
Collect S I 0 ,000 Is 

In Hands of Juror• 

• 
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Ole111 l alle Poe t Star -

ij38)1,f -

YERDIO OF $5,000 
h IS GIVEN CADDY 
: AT LAKE GEORGE 
• 

l oltot1 Y 011th Granted Sum 
ill Action lr011ght Against 

William Julian 

178 

1/XJ/42. 

Verdict ~f $5,oo0 
Is Given Caddy 1 
At Loke George 

• 

Regraded Unclassified



GLI!IS J'.:.U.S !IKZS - l/30/ 42 

CADDY GIVEN 
55,000 AWARD 
FOR INJURIES 

Court Reserves Decision 
on Mot io n to Set 

Verdict Aside 

A IIW:Minn to,.t •~'* a I.SJIOO Ttt­
dlc1 ff'tUI"I'IIfOd br a JwT ln 5o]Jn"mt 
C.UI1 al Lakt O«qe late yuterday 
altttnoon tn fa,._ Of a.n 11-)'en­
old Bolton t.andlnl 11."0U c.ddl' 
I.UIJ\!ot. WUIIam A. Julian, lr'ttiW'tr 
nr thl' UnUtd Stat~ •·aa :ptndina: 
to4l) bffcn J\htlQ! Dl.n~ P. Imrie:. 
It , ... indk'att'd that the rourt'a 
l1tf'l-..'"n ... ·ould be r~n·td untU 1\e 
ha~ •n OJ)ponuntty to uamtne lh.e 
lt('(ltd 

Rt('lp~nt or •he ,.trdltt. ~ ThtO· 
6oft ~o•nbnmo. • ·ho aU~atd th• t. 
J11lln ktrt.td him, cau~Jr .. &trio~ 
lnJuJlf1.. durin• a n alten::Atlon at 
the S1t•11more OoU Club a·t. Bolton 
Llludlna lll~t Ati&U6t. Ltombruno 
Ut. tfJ)thtnltd b)' AUonwy C . &. 
Jl'ltllf'rtld or McPI\lUJpa. Pltqtrald. 
lnd MtCartbJ, thlt C'ity. trial toun­
N'I, and Attorn.tJ W W, Bullia ot 
t...lf> O!orJt-. ol l'ff"'C'd AUC>meJ' 
J. rdwud SmaJ,o.tm or t.hU dQ 
l'f'••rflalntf'd Mr. J'v.l .. n. .,th At­
t.clrtt'!') Ham H &matnon o1 erNn· ... 

'1'l'w ""' c.t•llbn'ated enl7 ~ min­
.. ,,... bf'lon murnlnc 1u ,,.rdin. 

"hUI , . .,. t.tarlfd ~~ ln an 
... nm ~ht br :W:n. W.ae B-.lkr 
I f \\ • mnt~IMU"' ap.lrut l..f1n5 A. 
C'ru.c. .. n rw-phn' ot tnt late At · I 
~~ af\d Mnt... ~...nil E. CrandaU 
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DATE fiEB 2 71942 

In accordance with existing instructions, there is 

submi tted herewith a SUIIUllary report of studies and projects 

carried on by the Legal Staff for the months of October and 

::ovcmber, 1941. 

Attachment 

B.,, \ 
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S\ll~Y R~'PORT Oil STUDIES Alii> PROJECTS Ill 

THE OFFICE OF TilE GElllliL COIJ;SEL -
OCTOBER AliD HOVE:lBER 1941 

1.81 

The follo,ting matters received attention in the Office of 

the Chief Counsel for the Bureau of internal Revenue : 

1. l'ari time Unemployment Insurance Bill . Hearings on the 

··arltlme Unemployment Insurance Bill , H. R. 54'•6 (77th Cong ., 

lst seas . ) , were held by the House Co~ttee on Uerchant 

rarine and Fisheries on September 30 and October 2, 1941. 

J,umerous witnesses for labor and for ship om~ers testified. 

Representatives of labor supported the bill , but most of 

them advocated that one system only be established covering 

both deep-sea and inland-wat ers services , administered by 

the Railroad Retirement Board. If this were done, the Bureau 

of Internal Revenue apparently would not administer any por­

tion of the system. The ship owners opposed the bill in its 

present for~; but some of them approved unemployment insurance 

for the seamen with chanees from the system provided in the 

bill . The principal changes woulo. r emove liability of the 

ship ormers to bear the cost of unemployment of the vast num­

bers of seamen hir ed only for the emereency, and would elim­

inate unemployment benefit payments to men who voluntarily 

qui t or are discharged for misconduct . Chair man Bland stated 

bat interested persons 'tould be privileeed to file written 
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statements and briefs until October 25, 1941, and that 

Government wi tnesses would be heard when the Committee 

commences executive considerntion of the bill. 

2. Recapture of Profits Derived from llational-Defense 

Contracts . H. R. 5781 was introduced on October 7, 1941 

by 1~ . Vinson of Georgia, to provide for the recapture of 

r rofits derived from national-defense contracts which are 

in excess of ~ of the cost of contracts completed within 

the taxable year. A somewhat similar bill was introduced 

on October 6, 1941 by Llr . Gore, 11 . R. 5759, but with refer­

ence to profits in excess of 8% of the cost , rather than 7%. 
3. Internal Revenue Tax Liabilities in Cer tain Court 

~r~~· In order that all internal revenue tax liabil­

ities in certain court proceedincs might be readily deter­

mined and the collection thereof assured, a Confidential 

Print entitled "Procedure in Bankruptcr, Receivership, Dis­

solution and Tr8l'.sfer red Asset cases, including Proof of 

Claim Procedure " was published in 1931, revised in 1933 and 

issued for the guidance of offici als and employees of the 

Bureau of Internal Revenue . The revised edition is in cur­

rent use but because of recent court decisions, changes in 
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the bankruptcy and internal revenue laws, and the i ssuance 

of various mimeogr aphs , a considerable part of the Print is 

now obsolete . A survey is beine made of all acts, mimeo­

crn~hs ar~~cisions rel&iin~ to lhe subject matter contained 

in the Print v1ith a vie~1 to de termin~ne what ~art of the 

publication should be r evised and what pert revoked . 

' . Old-Age and Survivors Insurance Coverage for llational 

Catl.olic ;•,elfare Conference . A conference ll'as held at the 

··:illard Hotel on llovember 5, 1941, Tlith representatives of 

( the llational Catholic Welfare Conference, Treasury Department, 

Social Securi ty Board , and Bureau of Internal Revenue . The 

li .C.W.C. desi res legi slation to cover religious, charitable , 

educational, etc ., organizations and their employees under 

ll:e old-age and survivors insurance system V~ i thout infrint;ing 

upon the tax exeopt status which those organizations nave in 

general enjoyed. They sugsested this coule be acco~plished 

by placing the organizations and employees uncer the existinc 

system, but (1) provide for di rect payment of em~loyer end 

employee c~ntributions into the Federal Old-Age and Survivors 

Insurance Trus t Fund by the organizations ; (2) provide that 

an organi?.ation and its employees Ytould be covered only if 

tl:e organi zatlon so elected, such election to be irrevocable ; 

• 
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and (S) provide some d~claration of policy in the law that 

the paymenta by the organizations and their employees are 

for old-age and survivors insurance . They stated further 

that the problem would be elimlnate'd if a separate system 

could be set up in Which "taxes,• aa such, would not be in­

volved, and the compUllory contributions would be collected 

by an agency other than the Bureau of Internal Revenue . 

Such a separate system, they felt, would be analogous to 

compulsory workmen's compensation. They stated that the 

organizations have not objected to compulsory coverage 

under workmen's compensation laws. 

5. Tax Convention, Canada and the Uni ted States . Confer­

ences beginning on October 30, 1941 and ending on November 6, 

1941 have taken place between the Canadian revenue and other 

officials representing Canada, lr!r. H. R. Turkel of the State 

Department, and l.!r. Roy Blough, Ur. B. P. !ling and J.lr . P. J. 

Mitchell. is a result there baa been developed a draft of a 

comprehensive tax convention between the two countries em­

bodying the following major phases: (1) Reduction, recipro­

cally, in the rate of income tax from 27 l/2 percent to 15 

percent in the case of Canadians; (2) restriction or elimina-

tion of allegedly extra-territorial tax.ation by the United 
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St&tea as applied to Canada; (3) exchange of information 

and cooperation in the field of taxation between the two 

countries; a.nd (4) solution of pending taxation problema 

primarily relating to taxable years prior to the Revenue 

Act of 1986. 

6. Old-Age and Survivors Insurance Coverage for Workers in 

Plants Taken Over by the Government . On liovetlber 13, 1941, 

a conference was held in the office of Assistant General 

Counsel Calhoun, Federal Security Agency, relating to old­

age and survivors insurance coverage of workers in plants 

taken over by the Government . Such workers are not now 

covered since services in the employ of the United States 

are excluded under existing law. The Secretary of the Navy 

has requested that the necessary proposed legislation be 

drafted. Present at the conference were Ur . Calhoun, Ur . 

John H. Vincent, llavy Departmen~, Lt. Col. E • . J,I. Br8.1lllon, 

War Department, and }.!r . z•ed w. !rick of the Chief Counsel I a 

office. Col. Brannon stated that workers in plants taken 

over by the Secretary of War should have the same coverage 

as workers in plants taken over by the Secretary of the Navy. 

Two plants are currently involved, but the r equest is that 
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legialation be broad enough to ooYer planta taken oYer ia 

the future, if any. The two are the Federal Shipbulldi 

& Drydock Company, Kearny, N. J., and the Bendix, 1. J. 
planta of iir 1aaociatea, Inc. CoYerage under the Federal 

Uneaplo;raent Tax 1ct doee not appear to be desired, althoagh 

the;r wish coYerage under State uneaplo;raent compensation 

lawe. 

The following work waa done under the aupeniaion of iaalatant 

General Counsel Cairns : 
wee 

7. Steps Taken to Prnent Sabotage. 1 plawdertaed whereb;r 

the Coast Guard will have authority to extend ita protection 

againet sabotage and other depredations to piers, whanes, 

and other water front propert;r b;r preYenting the mooring of 

vessels at such facilitiee where dangerous circumatanoee 

exiat, and b;r placing Coast Guard peraonnel on shore to guard 

such facilities in situations where the foraer method would 

be impracticable. Such extension of authori t;r rests upon a 

combination of the powers conferred upon the Secretar;r of 

the Treaaur;r under section 1, Title II of the Espionage iot 

of June 15, 1917 (u.s.c. title SO, sec . 191), and upon the 

President as Commander-in-Chief of the armed forces b;r 
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Article II of the Consti t ution. This study was made by 

~ . Harrison in cooperation with administrative officers of 

the Coast Guard. 

8. Mail Service for Coas t Guard. By section 9 of the Act 

of July 11, 1941 (Public , No . 166, 77th Congress), provision 

was made for the establishment of postal facilities on ships 

and at shore stations of the Coast Guard, similar to the ays- • 

tem pr eviously author i zed fo r and existing in the llavy, in­

cluding the designation of mail clerks and assistant mail 

clerks to carry on these duties . A study was necessary to 

arrive at proper regulatioqs and instructions to govern the 

conduct of such persons in the performance of their postal 

duties and fo r cooperation with the postal authori ties. In 

the course of this study it was determined that with the ap­

proval of the Post Office Department, to meet conditions 

existing in the Coast Guard, the instructions heretofore 

worked out and approved for use in the llavy might be adapted 

to and utilized by the Coas t Guard, thus avoiding much labor, 

delay and expense . The matter bas thus been presented to 

the Postmaster General, with draft of an order for promulga­

tion by him. This s tudy was conducted by Yr . Harman of the 
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Legal Section i n cooperation with adm;nistrative officers 

of the Coast Guard. 

9. PI'omotion Plan for Civilian Keepers of Lighthouses. 

A study was made to devise a system for the administrative 

(w~thin-grade) promotion of civilian keepers of lirh thouses . 

This group of personnel does not come within the provisions 

of the Salary Advancement Act of August 1, 1941, by reason 

of the fact that it was excepted from the operation of the 

Classification Act of 1923, as amended, by the Ac t of August 

26, 1937. By the latter Act ~uthority to regulate the clas­

sification and pay of keepers of liehthouses, which is con­

strued to include provision for their promotion, is vested 

in the head of the Departr.ent . The study consisted of adapt­

ing the principles and rules contained in the Act of August 

1, 1941 , nith respect to personnel subject to the Classifi­

cation Act of 1923, as amended , to keepers of libhthouses, 

so far as analagous conditions render them arFlicable, and 

the dreftine of regulations roverning the subject, which were 

snbmltted to the Department and promulgated by the Actine 

Secretary of the Tr easury. 1'his study was conducted by !.'r . 

Harman of the Legal Section of the Coast Guard. 

10. Lep,islation. J'r. Wolf of this office prepared letters 
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tranamitting to the Speaker o! the Houae and the Preaident 

o! the Senate a proposed bill, "To authorise the Secr etar7 

o! the Treasury to order to the United States on their atat-

utory leayea of absence officers and employeea aerYing 

abroad, and to govern the payment of traveling expenaea and 

duties while on leave, and for other purposes. • There were 

incorporated in the proposed bill auggeatione .ade by Kr. 

Bernard in connection with a previous draft prepared in this 

office. The primary purpose of the proposed bill, aa atated 

in the letters o~ transmittal, ia to place employees of the 

Department serving abroad on a pla.ne of equality, aa respects 

traveling expenses, with employees of other Departments serv­

ing abroad. 

Yeaara. Chambers and ~orton of this office prepared re­

ports to the Senate and House Collllitteea on Banking and Cur­

rency on S. 1914 and H. R. 5667, billa identicall7 entitled 

"To exempt strategic and critical materials from cuatoma 

duties in certain cases, and for other purposes. • The billa 

would amend section 5d of the Reconstruction Finance Corpor­

ation Act by exempting from duty materials imported by R.F.C. 

defense corporations i.f such materials are certified by the 

Federal Loan Administrator to be strategic and critical. 
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additional pay for each two hours of overtioe or fraction 

tnereof of at least one hour) , shou d be computed on the 

basis of the daily pay actually received by the par t - time 

e1:loyee or on the basis of the dally Jl8Y which the employee 

Y:OUH recei. ve if he \'tere employed full time in a position 

w•th 31 .ilar ciuties and responsibilities . ~:r . Wolf pr epared 

e ceooranduc in which it nas concluded that the basis of 

co •rutlltion should be the daily pay which the part- t ime em­

_loyee would receive if he were employed full time. In the 

r.tooo randum it was reasoned that \.he overt ime statute \Vas i n­

tended to establish a rate of pay for overtime services which 

rate would be hl,sher t han the rate of pn:r for services per­

for•ned durinr; regular workinz hours . Since the use, in com­

flltine overtime compensation, of the daily pay actually re­

ceived by the part- time employee would result in the payment 

for ovc time services at a much lower rate of pay then for 

re•·ulRr services , that r.ethod of computation \1as rejected . 

12 . Liti"ation. In the case of Howard C. 1'yers v. Uni ted 

Stales , mentioned in several previous reports , t he Court of 

Clni:ns , on October 17, 1941, on its own mo t ion, set aside 

ita opinion of January 6, 1941, ho!llin~ t hat customs officers 

ao~d employees are entitled to recover overti~e com!'ensatioo 

Regraded Unclassified



- 12-

for all services performed at night or on Sunda7s or holl­

daJS even though such services are pertor..d on regular 

tours of dutr. The case was reaanded to the December cal­

endar for re-argument. 

19. Legislation. lb-. J.!orton of this office prepared a 

voluntar7 report to the Committee on Expenditures in the 

Executive Departments, United States Senate, on S. 1822, 

a bill •To amend• the Act of Februar7 14, 1981, aa amended, 

so u to permit the compenntion on a mileage buia, of 

civilian officers or employees for the uae of privatel7 

owned airplanes while travel ing on official business. • The 

Act of February 14, 1931, authorizes the reimbursement of 

Government emplo7ees ~n a mileage basis for use of privatelr 

owned vehicles when traveling on official business awa7 from 

their designated poata of dut7. This bill would extend the 

provisions of that Act to Travel b7 privatel7 owned airplane. 

Our report suggests that the bill be amended to authorhe t·e­

lmbursement on a mileage basis for travel within as well as 

without the emplo7ee' s designated post of dut7. 

14. Foreign-Trade Zones. The proposed new contract between 

the Ci t7 of New York and the !lew York Foreign-Trade Zone 
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Operators, Inc . , for the operation of the Foreign-Trade 

Zone at Stapleton, Staten Island, !lew York, . was exe.mined 

by llr . Wolf of this office to determine whether it would 

viofate section 17 of the so-called Foreign-Trade Zones 

Act (U.S.C. title 19, sec. 8lq} . That section provides 

that a grant (in this case a grant i~aued on January 30, 

1936, by the Foreign-Trade Zones Board to the City of Hew 

York) shall not be •sold, conveyed, transferred, set over, 

or asaigned." A memorandum waa prepared in which the con­

clusion was reached that the proposed ocntract would net 

violate section 17. It was po inted out that the new contract, 

with regard to the porti~ns thereof which are material to the 

questions raised by section 17, differs in no important re­

spect from the provisions of an old contract which, until 

recently, was in existence between the same parties . The 

!lew York state courts in recent lit igation, although declar­

ing the old ocntract invalid on grounds of state law, stated 

that i t was valid so far as section 17 of the Foreign-Trade 

Zones Act was concerned. A letter was prepared for the sig­

nature of the Secretary of the Treasury, addressed to tlr. 

Thomas E. Lyons , Executive Secretary of the Foreign-Trade 

Zones Board, advising him that i n the opinion of this office 
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and of the Secre t ary the proposed contract would not 

violate sect ion 17. 

15. Foreign-Trade Zone. Mr. Wolf of this office reviewed 

and revised a letter which had be·~ prepared in the Bureau 

for transmission to the collector at New York in response 

to an application by an importer for permission to tranefer 

two lots of imported peas from a bonded warehouse to the 

Foreign-Trade Zone at Stapleton, Staten Island, !lew York, 

for splitting. In ita revised form, the letter inform. the 

collector that sect ion 3 of the so-called For eign-Trade Zones 

Act (U.S.C. title 19, sec. 8lc) does not permit the t ransfer 

from a bonded warehouse to a foreign-trade zone of imported 

merchandise upon which the duty has not been paid. It waa 

reasoned in the letter that such merchandise is neither 

•foreign• nor •aomestic• merchandise within the meaning o! 

those terms aa interpreted by the Bureau and aa defined in 

article 948(b) of the Customs Regulations of 1937. 

16. Cuatoma class Six Bonded Manufacturing Warehouse • . An 

opl.nion was prepared by Mr. Wolf of this office, addressed 

to the Commissioner of Customs, in which the conclusion was 

reached that imported articles, taken into a bonded manufactur­

ing warehouse pu.rsuant to section 311 of the Tariff Act of 
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1930, as amended (U.S.c. title 19, sec . 1811 and Sup. v, 
title 19, sec . 1311), are subject to duty if .they, or artlolea 

manufactured t her efrom, ar e not handled in accordance with 

the applicable cust oms regulations. 

17. Consular Invoiqe Covering Gold Shipment . At Kr. W. R. 

Johnson' s suggestion, this office reconsidered the questions 

arising out of the failure of the Federal Reserve Bank at 

San Francisco to furnish & consular invoice covering certain 

gold imported on & British warship at San Francisco for the 

account of the Bank of England. A letter was prep&red by 

Mr . Wolf of this office for the signature of Mr . Cairns, in 

response to a letter from the General Counsel of the Federal 

Reserve Bank of New York to Jlr. Cairns, informing the B&nk 

that this Department was authorizing the collector of customs 

at San Francisco to close the case. I t was further stated in 

the letter that the collector would, of course, have to handle 

future cases in accordance with existing law and regulations. 

As originally drafted, the letter would have required the 

Bank t o submit a stipulation agreeing to furnish a proper in­

voice or, in default thereof, to pay $100 as liquidat ed 

damages. 

18. Authority of Treasury Department to Investi gate Export 

Control Violations. An opinion addressed to Assistant Secretary 
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Gaston, which was written by Ur. Collina , and signed by 

Ur. Foley on October 15, 1941, conoludes t hat, although 

the jurisdiction of the Bureau of Customs and collectors of 

customs of violations of export control proclamations and 

regulations is probably not exclusive, the Bureau and the 

collectors have unquestioned authority to investigate such 

violations. 

19. Uniform Penalties of Bonds for Collectors and Deputy 

Collectors of Customs . in opinion addressed to the Admin­

istrative Assistant to the Secretary, which was written 

by tlr . Armand DuBois, and signed by Mr . Foley on October 

24, 1941, concludes that the President must approve the pen­

alty of bonds for collectors of customs, but that it is suf­

ficient the President approves the basic method of calcu­

lating the penalties, without passing upon each individual 

case. The Secretary of the Treasury may fix the amount 

of penalties of bonds of deputy collectors. It is suggested 

that provision be made for periodic revlsion of the bond 

amounts. 

20. Withdrawal of Unexpended Balance of an Appropriation 

Covered into the Surplus Fund of the Treasury. An opinion 
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addressed to the Commissioner o! Accounts , which was written 

by Mr. Collins, and signed by Mr. Foley on October 31, 1941, 

concludes that the balance of the appropriation to the National 

Capital Park and Planning Commission for the fiscal year 1939 

was unexpended on June 30, 1941, and was properly transferred 

to the surplus fund in the Treasury. In such case, the bal­

ance cannot be withdrawn without a re-appropriation by the 

Congress . 

The following omission is supplied for the report for 

the month of September: The following special studies as­

signed to the Opinions Section were completed in September: 

21. Pa1ments Under the Transportation Act of 1920, As 

Amended. Investigation of problema which may be expected 

to arise in connection with payments to be made by the Sec­

retary of the Treasury to certain short line carriers under 

section 204 of the Transportation Act of 1920, as amended by 

the Act of January 7, 1941 (Public No. 893, 76th Congress}. 

The study was completed September 19, 1941, by the formulation 

o£ specific questions to be formally presented by the Com­

missioner of Accounts to the General Counsel for opinion. 

Those questions have been submitted and are now under 

consideration. 
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22 . Port of New York ~uthor!!z. Preparation of material 

for the brief in the Port of New York authority case . The 

material, prepared and submitted to Mr. Kades on September 

2, 1941, concerned the constitutional power, both before and 

after the Sixteenth Amendment, to impose a Federal income 

tax on interest derived from state bonds . 

23. illocation of Seamen's Wages for the Purchase of De­

fense Savings Bonds . - An opinion addressed to Yr. Houghtaling, 

Assistant to the Secretary, which was written by Mr. DuBois 

and l~. Gilmore, and signed by Mr. Foley on November 19, 1941, 

concludes that merchant seamen engaged in foreign trade may 

not stipulate that wages due them shall be used for the pur­

chase of Defense Savings Bonds {U.S.C. title 46, sec. 599). 

Wages deposited by the employer i n a savings bank or with the 
• 

Postal Savings System-may lawfully be applied to the purchase 

of savings bonds at the request of the depositing seamen pro­

vided the regulations of the depository permit such use of 

deposita. 

The following work was done under the supervision of Assist­

ant General Counsel Bernard: 

24. Law Committee of Defense Communications Board {for de­

ecription see liovember report, Item 23). Chairman Fly of 
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the Defense Communications Board submitted to the Sec­

retary for comment a draft of a bill to amend section 606 

of the Federal Communications Act of 1934, which the Board 

wishes to recommend to Congress. The bill widely extends 

the President's powers over radio ·and wire communication 

stations and facilities in time of war, imminence of war, 

or national emergency. Mr. Spingarn (who is the Treasury 

representative on the Law Committee of the Board, which Com­

mittee prepared the bill) pr epared a draft of a r eply for 

the Secretary's signature . This reply, which was signed on 

October 10, 1941, indicates that the Treasury approves the 

bill with one suggested amendment to make the President's 

authority to delegate under the bill more flexible . 

25. Proposed Legislation to Regulate Production of Opium 

Poppies. ( for description see ~ay report, Item 9). A re­

draft ot the opium poppy bill baa been prepared by the Leg­

i slative Section and submitted to Commissioner Anslinger for 

his comments and approval, to carry out the two general 

changes agreed upon at the conference in 1~ . Gaston's office 

on September 11, 1941, i. e. , (1) to give the Gover nment 

authority to acquire poppy seed to produce the opium poppy, 

to manufacture opiuc or opium products, and to use, sell, 
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give away, or make any other proper distribution of opium 

poppy seeds, opium poppies, opium, or opium products ; and 

(2) to limit the bill to only one poppy license for medical 

and sci@'lttt1 c purposes . 

26. Board of Legal Examiners . (for description see August 

report, Item 7) . Mr . Bernard, as the representative for 

rr. Foley, at tended a meeting of the Board of Legal Examiners, • 

held on Saturday, October 25, in the office of the Solicitor 

General . 

27 . Un-American Activities Commitiee . (for description see 

Augusl report, I tem 8) . Mr . Spingarn, as a member of the 

Treasury Committee considering charges of On-American activi­

ties on the part of Treasury employees, continued the study 

of the background and legislative history of acts prohibit­

ing salary payments to employees advocating or belonging to 

organizations advocating the overthrow of the Government , 

with the purpose of pr eparin& a memorandum thereon to assist 

in the fo rmulation of standards for action by the Department 

Committee . Mr. Spingarn handled a number of matters relating 

to the work of this Committee, including the preparation of 

a memorandum to Mr . Tb~mpson concerning' the status of a 

Treasury employee who is a Government witness in the criminal 

prosecution of George Sylvester Viereck • 
• 
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28. Equalizing Privileges of Government Obligations. (for 

description see September report, Item 8) , The Legislative 

Section participated i n the preparation of a proposed draft 

of a bill to equalize direct and indirect obligations of the 

United States in respect to certain privileges , and prepared 

an explanatory memorandum on the language of the bill which 

indicates particular statutory situations, which, it is felt , 

the langpage chosen will cover. 

29. Economy Committee Material. At the request of the Sec­

retary, a study was commenced of measures pending in Congress 

where non-defense economies might be effected, Future bills 

will be checked and reports made from time to time to assist 

the Secretary in his work as a member of the Joint Senate and 

House Committee on Economy, established by the 1941 Revenue 

J.ct. 

30. State Cooperation with Federal Agencies in Defense Efforts • 

This office prepared a proposed Treasury Circular, requesting 

from each part of the Department presentation of an analysis 

of possible situations in which there could be value in co­

operation from State legislative and administrative organi za­

tions in defense efforts. Itnterial received in response to 

• 
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tbia request will be summari&ed and transmitted to the !ttorne7 

General so that organizations of St~e groups will be able 

effectively to bring about cooperation. 

The following work was done under the supervision of Assistant 

General Counsel Bernstein: 

81. Foreign Funds Control . 

a. China Program : Work was completed upon a program 

designed to strengthen the position of the llational 

Government of China with respect to foreign trade and 

foreign exchange. Measures adopted will in general 

permit remittances to China and trade between the 

Uni ted States and China, provided that dollars acorn• 

ing to China as a consequence of such transactions are 

made available to the Stabilization Board of China, 

and provided that the Stabilization Board of China muat 

approve dollar payments for goods imported into Chin& 

from the United States. In order to carry out the 

Chinese program, General License No. 75 was issued; 

General License Nos . 58, 59, and 61 were amended; Gen­

eral License llo . 64 was revoked; and collectors of 

customs and American Consular Officers in China were 

given instructions relative to the mechanisms by which 
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General License !{o. 58, as amended, will be en­

forced. Messrs. Bernstein, Luxford, Aarons and Rains 

worked on this. 

Another facet i n our cooperation with China has 

been the joi.nt effort by State, Economic Defense and 

Treasury to coordinate export control, pr i orities and 

freezing control to both simplify the problem from the 

point of view of the Chinese Govtr nment and also to 

make the Chinese Government's control more effective. 

Several conferences have been held and certain progress 

is being made. Messrs. Bernstein and Luxford handled 

this . 

b. Remittances: By amending General License ilo . 32 re­

lating to remittances to bl ocked countries, and by 

press release, t his Depart~ent restricted renittances 

to blocked areas against free dollars being made avail­

abl e to the Axis . General License Nos. 33 and 72 were 

also amended but their terms are not as severe as those 

of General License llo . 32 . Menrs. Bernstei n, Luxford 

and Golding worked on this matter. 

c . Colltllodi t v Futures: General License No . 9 was aoended 

so that it no longer allows any blocked nationd to 
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1111 la.., tranaactiona in commodity futures other 

~ llq~iating transact ions. Specific l icenses 

111-.d to companies merchandising commodities were 

exaalned and ~epreaentatives of the five ~oat im-. 
portant ooapanies called to Washington to discuss 

in detail th.eir spot and futures operations . Here­

after blocked nationals will not be allowed to en­

cage: in purely speculative transactions in commodity 

futures. Keaers, Bernstein and Sherbondy worked on 

'thi•. . 
d. Food Packlgea: It was agreed after considerable in-

Teltigation that the business of transmitting food 

paokagel to Europe should be prohibited. Messrs . 

Bnnatein and Sherbondy handled this matter. 

• · Freuig Control and Proclaimed List in American Re­

public• : Thi1 Department studied the advisability 

and featibility of urging the adoption of freezing 

control programs in the various Latin-American coun­

triel and of further measures prohibiting, with cer­

tain exoeptions , dealings o£ blocked nationals with 

United .States concerns within the Latin-American Re­

~01. It also considered the possibili ty of 

.. 
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advising American consular officers of pending expor­

tations to Latin•imerioa so that such officers might 

be. in a position to forestall "cloaking" transactions . 

Messrs. DuBois , Mann, and Raina worked on this matter . 

On November 7, 1941 Supplement No. 3 of the Pro­

claimed List was issued constituting a number of addi­

tions, deletions and amendments to the outstanding Pro­

claimed List. l!essrs. DuBois and IJann handled this . 

During the month of November Supplement tlo. 4 was 

prepared for publicat ion early in December. 

f . Reporting of Foreign-Owned P~operty : A f inal version 

• 

of questions and answers re!ating to problems of insur­

ance companies was prepared and published in coopera­

tion with representatives of the various insurance trade 

associ ations, and a similar pamphlet concerned with the 

problems of importers and exporters were prepared . In­

surance companies and importers and exporters were al­

lowed a further extension of time until November 29, 

1941, to file reports on Form TFR-300. Informal addresse 

on reporting requirements were made before the Con­

trollers Institute of America, and the llew York Patent 

Law Association. Messrs. Reeves, Arnold, and Murphy 

worked on this matter. 
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&• Exportations and Importations by Mail: In connection 

with the Japanese boats calling at the United States 

in order to pick up Japanese citizens, the problem arose 

as to the procedure which should be employed in prevent­

ing the mail being used to permit the exportat ion to 

Japan of securities, currency and other products valuable 

to the Japanese econom,y. This is particularly true in 

case of parcel post packages. The problem of first­

class mail was dealt with largely through routing through 

Vancouver . In cooperation with the Customs Bureau al l 

parcel post packages were examined. Due to the haste 

in departure of the Japanese boats, most of the parcel 

post did not make the boats . 

A tentative program was prepared aimed at the pre­

vention of unlicensed exportation by mail of securities 

and other merchandise in situations where licenses for 

such exportations are requ~red , and consideration was 

given to the question of tightening the control on im­

portations by mail from blocked nationals and nations . 

l!essra . Bernstein, Luxford, and Rains handled this . 

h. Patents : The advisability of requi ring the compulsory 

licensing of patents under certain circumstances was 
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considered with representatives of the Patent Office. 

Discussions were initiated with representatives of 

the New York Patent Law Association preliminary to the 

preparation of questions and answers relating to the 

impact of the Executive Order upon patent practice. 

Yeasrs. Iehl and Yurphy worked on this matter. 

i . Business Enterprisee: The application by General 

Dyestuff Corporation to purchase the controlling shares 

of General Aniline and Film Corporation was again 

denied, and thorough study of the entire General Anili 

and Film Corporation situation continued. Negotiations 

were conducted with representatives of t he Canadian 

Government and the Government of Great Britain in ref-

erence to the Beta Shoe Company. The problems of deal­

ing effectively with a number of other enterprises 

were given intensive study. In particular, such study 

related to the need for a closer control over Axis 

firms, including the need for placing men in such firma 

and the ~elation such action would have to any alien 

property custodian. llessrs. Aarons, Sherbondy, Lawler, 

Kehl, and Linville worked on this. 

j . Insurance Compa~: Further consideration was given 
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to the difficulties of domestic insurance co~ea 

in complying satisfactorily with the Order, (Yessr s . 

Murphy and Golding) , and in collaboration with the 

British Government and the Depar tment of State, to 

the adoption of a Latin-American program implementing 

properly the Procla~d List. Yr. Kehl handled this. 

k. Panama Paper Currency: In cooperation with the Divi­

sion of Monetary Research, this office considered the 

policy to be suggested to the Department of State in 

connection with the payment and disbursement by Canal 

Zone Authorities of paper money issued by the Republic 

of Panama. Messrs. Bernstein and Golding worked on 

this matter. 

1. Publicit7 and Educational Program: A very satisfactory 

response was received to a letter sent by the Secretary 

to the president of each bank in the United States. 

Some 2000 replies were received which were, by and 

large , very sympathetic to our objectives and offered 

several constructive criticisms. A preliminary analysis 

bas been made of all the r eplies and a further analysis 

is being made so that every point raised in such letter~ 

will be carefully considered. Conferences were held 
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with representative• of the American Bankers Asso­

oi&tion outlining a plan involving a program of 

educating banks on the blocking of accounts, the 

1lgnificance of the freezing orders and magazine 

articles. Also under consideration is a movie short 

which can be used to educate the public in general 

&D4 banks in particular re&arding the significance of 

treesing control. Numerous conferences have been held 

with outsiders regarding their problems in connect~on 

with the general problem of administering foreign funds 

control. In particular, eeveral meu have called to 

discuss the matter, nut in the light of individual 

oases, but in its over-all r&mifications. These con­

ferences have been extremely helpful. Jlessrs . B8rn••te 

Luaford, and ~aiden handled this. 

•· Postal Savings Accounts: We were also working on de­

tailed instructions for the use of the Post Office De­

partment in handling postal savings accounts . The 

problem in connection with such instructions was one 

of obtaining effective control with a minimum of dis­

ruption to Post Office procedure. Wlsses Hodel and 

Goode worked on this matter. 
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n. Refugee Problem: The study of what should be the atti­

tude of freezing control regarding refugees in the United 

States was still under way. Further studies of the 

over -all problem are hei ne continued . Uessrs. Bernstein 

and Luxford handled this. 

o. Litigation and Legislation: In connection with a de­

cision in the Appellate Division in the Uew York 

Supreme Court in the Polish Relief Commission case 

this office has been studying seriously whether the 

government should participate in an appeal from such 

decision due to its implications in connection with 

freezing control . Also under consideration is the pos­

sibility of going to Congress for further legislation 

in lieu of participating in court proceedings . Messrs. 

Bernstein, Luxford, Reeves, and Golding worked on this 

matter. 

p. Compilation of Legal Rulings : This office started a 

study. of all legal rulings which have been issued 

under the fre ezing control orders and regulations with 

a view to the pr~paration of a compilation of such 

rulings for distribution to the staff and the Federal 

Reserve banks . Uisses Hodel and Klein handled this . 
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32. Censorship. This office studied the new censorship 

bill proposed by the Cabinet Subcommittee and t he memorandum 

prepared for the Secretary in connection therewith. Messrs . 

Bernstein and Luxford worked on this. -,._. _ 

33. Silver Legislation. This office has ~een studying and 

drafting legislation which would permit the sale of silver 

acquired under the Silver Purchase Act to meet the present 

unusual d&mands for silver in defense work. Uiss Hodel and 

Mr . Brenner handled this matter . 

34 . German Claims . This office cooperated with the Bureau 

of Abcounts in connection with the distribution that was then 

being made on account of the awards of over $100,000 of the 

Mixed Claims Commission, United States and Germany. Miss 

Hodel and Yr . Brenner worked on this . 

35 . Silver Contracts . We worked on the problec of cancel­

lation of outstanding silver contracts made desirable by the 

virtue of the shortage of silver in the American industrial 

market . We prepared an opinion as to the legal authority and 

participated in drafting the letters cancelling the contracts . 

1~ . Bernstein, ~liss Hodel, and Mr . Brenner handled this . 

36 . Iceland Stabilization. We drafted a set of documents 

covering the proposed $2 million stabilization arrangement 
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with Iceland. Documenta were aubaitted to the Icel&Ddlc 

authorities. Kr. Bernstein handled this matter. 

37. Mexican Stabilization and SilTer Arrangements . We pre­

pared all the documents in connection with these arraage .. nta 

and discussed them with other people in the Department, the 

Federal ReserTe Bank of New York, and with the Kexicens. Kr. 

Bernstein worked on this . 

38. International Telephone and Telegraph Case . This office 

worked on the proposal of Colonel Behn to sell the Spaniah 

telephone properties of that coapaDf to British intereata, 

involving a commitment by the British to pay out $64 million 

U.S. dollara after the war. We also discussed this matter 

with others in this Department and with the State Depart..nt . 

The proposal was diaapproTed. Kr. Bernstein handled thia. 

39. Cuban Trade Agreement. We participated in Departmental 

discussion on the foreign exchange and other proTisions to 

be in.cluded in the new Cuban trade agreement . llr. Bel'llatein 

worked on this matter. 
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DATE February 27 , 
1942 

Subject: De nts in the High- grade Securi t y h!arkets; 
The New Treasury Bond; Open !Lt\rke t Oper a tiona in 
the Medi um l.!atur1 ty Sector 

SU!.!UARY 

(1) Prices or Treaaury notes have held about unchanged 
~uring the past f ive weeks , a nd a r e a bout 1/3 o! a 
point above teeir prices at the openins of the year. 
Interoediate and long- terg Treasury bonds , on the 
other hand, have weakened , and a re almoa t J/4 of a 
point belo1Y their levels or Dececber 31, 1941 (Chart I). 

(2) The yield structure ln t he medium maturi ties of t ax­
able Treesury bonds shows th~ t open-n~rket suppor t 
of only two issues instead or ell the issues 1n thi s 
maturi ty sector has t ended to make the 2 percent 
bonds due 1951- 55 more ou t of line than ever. The 
inconsi s tency in this sector could be cured by ex­
tendi ng market suppor t to o ther i ssues ( Cht~ r t II) . 

( 3) The differ ence be t ween y1eld3 of t axeble and partially 
tax- exempt Treasury bonds , 1ndicatinb the va lue of the 
pnrtinl tax- exempti on fri vilee;e , has decli ned duri ng 
~ost or the pest yea r Chart III) . 

(4) ~~ring January the spread be t ween r.unlcioa l ~~d h1£h­
gr ade corporate bond yields declinad by only :car 
basis points, 1ndicet1ng only o sooll errect on the 
r.8rket tor State pnd cunlcipal securities or your 
speech in Cl eveland the las t week in J llnuary , in which 
taxation or outst~~ding as well as future issues of 
ounicipal bonds lfa s recon::>ended (Chart IV) . 

/ 
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I. The Government Seour1 ty IJarket 

Prices ot intermediate and long-term Treasury bonds 
have declined almost a full point during the past five weeks, 
while pricea or Treasury notes have experienced only very . 
alight declines. During the first three weeks or 191!2, 
prices or all olaeaes or Treasury eecurit1es had advanced 
moderately ( <rnart I). 

Price movements of Treasury securities by maturity 
claases tor the first three weeks of January, tor t he sub­
sequent ti ve weeks , and tor the entire period are presented 
1n the following table: 

Notes 

1 to 3 
3 to 5 

~ 

years 
years 

5 to 15 years to call 
15 years and over to call 

Average price change 

Dec. 31-: Jan. 22- :: Dec. 31-
Jan. 22 ; Feb. 26 ;; Feb. 26 

+12 
+12 

(In th1rty-eeconds) 

-27 
-JO 

+ 9 
+10 

-2~ 
-21 

II. The New Issue; Open llarket Operations 
in the l.!edium llaturltY Sector 

The new issue of 2-1/~ percent Treasury bonds , due 1952-55, 
opened Saturday, February 1~. the daY after the subscripti on 
books were closed, at 100-16/ )2 bid· It roee to 100- 22/ 32 
during the two hours the market was open. It then gradually , 
declined t o a pri ce of 100-16/ 32 at a week ago Thursday night s 
close, despite the aupport rendered by purchases by t he 
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Federal Reserve System Open Market Account and the Treasury 
or $3,}001 000 ot the new issue on Monday, $4,195,000 on 
Tuesday, 89,442,000 on Wednesday, and $3,091,000 on Thursday 
of last week. No Federal Reserve System nor Treasury purchases 
of the new issue have been made sinoe that time. Subsequently, 
the new 1Ss11e ot 2-1/4 percent bonds hae gradually advanced 
to 100-21/32 at last night's close. 

The only other open market purchases were of the 2 per­
cent bonds ot 1951-55, although other iasues in this maturity 
sector &bowed weaknesses. Chart II presents yields to tirst 
call dates ot taxable Treasury bOnds. A curve baa been drawn 
on the chart to show the structure ot the market. The deVia­
tions ot the yields ot i ndiVidual 1aauea trom the curve give 
an indication ot bow tar out ot line certain ieaues are. For 
example, the 2 percent bonds due 1951-55, yielding 2 percent, 
selling at exactly par, are not in line with the market struc­
ture; t hey are selling at a considerably lower yield than 
similar bonds, such as the new 2-1/4 percent bonds due 1952-55 
yielding 2.18 percent and the 2-1/2 percent bonds due 1952-54 
yielding 2.15 percent, both ot which lie 1n the same maturity 
sector ot the market. In other words, the 2 percent bonds 
due 1951-55 are selling too low in yield (too high in price) 
tor the maturi ty sector or the market in which t hey tall. 
This anomalous aituation'haa been brought about by the con­
centration ot Federal Reserve support on only two issues. It 
could be eliminat ed by a vigorous support or the entire sect or 
ot the market, thus bringing the rema.inder or the sector up 
to the issue now out ot line. 

III. Changing Value or PArtial Tex-exemption PriVilege 

The spread i n yields between taxable and partiall y tax­
exempt Treasury bonds ot comparabl e mat uri ties, coupons, and 
cell periods, which is presumptively attributable to the 
value ot the tax-exemption privilege, baa shown considerable 
CJOvement during most of the past year, and has decreased on 
balance. 

Chart III com~ares average yields on long- term partiall y 
t a x-exempt bonds end long-term taxable bonds. Froo uay 
through the first three weeks 1n October 1941, the taxable 
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.. r1 .. 11 NPNIIIltecl _, 1ille 2-1/2 pei'Milt boa4a of 195~. 
hbaeqvent to the 'braek 1a 1ille IIID'YII 'llae tu:ab1e anzoap llf 
ra)n'ealntecl 'b:r ~ of the 161/2 MI'MIIt boDcla of 
1956-5' aDcl the ' 2 P81'011at boncla of 1967-72. 

AI aa:r be liD on the ohal'1i, the IPNacl cla-alecl abarplJ 
troa Ma:r untll AU8Uat. !hereafter, U roae alowl:r aU1 
Deoeaber; ainoe then 1 t hu fluotutecl Uarpl:r 'but claollucl 
on 'balalloe to the pre .. nt t1ae. !he preaen t apreacl between 
parUall:r tax-exeapt ancl taxable !reu~tr:r boncla il neu the 
loWIIt elnoe the beg1nll1ng Of the two-'boDcl taxable anrage 
1n Ooto'blro 

n.. cla1l:r gr1cl ot Chart III ehowa YII'J oleul:r that the 
a.ol1ne 1n apreacl betwea taxable aDcl PU"t1&ll:r tax-ex•pt 
traaeur:r 'boncla 11aoe the 'beg1u1ng ot the :reu 11 clu. to the 
taot Chat tax-exeapt 'boncla 1norauecl 1n 11e1d (tell 1n prioe) 
at the - tlae that taxable 'boncla hlld relat1n1:r lhadT• _ 
In interpreting theee f1glll'la, 1t 11 uoe••III'J to bear 1n Bind 
that 4111"1ng the pest aeYeral aontha the tax-ex•pt aarket hal 
b11n a tree one, 11h1le the taxable aarket hal 'been part1all:r 
npporte4. 

A441t1onal intonaation on ohangea in the Yellle ot the 
partial tax-e:aapt1on priYllege a1noe laat apr1ng 11 bro1J8bt r 
out b:r the following table, wh1oh ooaparea the spread 1n :rhlcl 
between the taxable 2'• of lfaroh 15, 1948-50 and the parUell:r 
tar-exeapt 2'• of Deoea'ber 15i 194s;.50 at Y&l'loue clatee, 
OOUID01Dg With April 15, 194 • 

1~11 
AprU 15 
Allg. 15 
Deo. 15 
1~2: 
reb. 26 

~. 2/15/ll.&-50 
(taxable) 

lo7S 
1.114 
1.66 

lo75 

(Peroent) 

nel4 
apread 
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IV. Other Domestic High- grade Securities 

~unioipal bonds were down but little ae the result or 
your declaration before the Forum or the City Club or 
Cleveland stating 1 

• • • it ie high time • • • to tax the 
income of State and munioipal securities . , . • The Bond 
Buyer monthly average yield of high-grade municipal bonds in 
eleven cities rose (pric~olined) 13 basis pointe to 
2.04 percent at the beginning or February l Chart IV). 

During this same period, the Treasul')' average yield or 
tive high-grade corporat e bonds increased by nine basis 
poi nte to 2. 80 percent although the yield or oorporates ia 
not , or course, affected by the proposal to el1m1nate the 
t ax-exemption privilege. Therefore the epread between 
corporate and municipal. securit1ea deol1ned by only tour 
bae18 pointe during January. It will be noted from the ohart 
that munioi pal bond yields rose muoh more - both abeolutely 
and relative to the increased yield on oorporates -- in 
Dece!Dber than they did in January. lllunio1pal bond yielda 
have continued to rise (prices tall) thus tar i .n February. 

' ·• .,,.. ' 

The volume or new bonds publicly off ered in the New York 
market tor the' tour weeks ending February 20 totalled only 
$38 millions , a very sharp decline from the more than $150 mil­
H one oftcrsd in the one week en.d1ng January 23. 

Attaolulente. 
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COMPARISON OF T11E YIELDS OF 
HIGH-GRADE CORPORATE AND MUNICIPAL BONDS 
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l!E~!ORANDUll FOR THE SECRETARY. 

February 27, 1942. 

Mail Report 

Comment mail continues very heavy, with letters 
on econo~ leading all the rest. I t is interesting to 
note tha t in spite of the r esignations, etc., in OCD, 
the spirit of distrust and criticism continues to exist. 
The letters have actually increased in volume, and are 
almost exactly the s~e in wording as those of last week . 

Naturally, this reflects upon Defense Bond mail, as 
many of t he letter s tie up the two subjects . Aside from 
these , the greatest volume is found in the suggestions for 
the change of name. About 9~ favor the term, "Of fense 
Bond ". There are f ewer criticisms of delay in securing 
the Bonds or of paid personnel . 

Of course , t axes ar e very much in the public mind . 
There has seemed to be a slight swinging back toward the 
15% deduction, and also there are a number of comments on 
the speech of some time ago, in which an allusion was made 
to a 6% profi t limitation. Recent speeches have been 
men t ioned , but usually as a springboard for expression of 
the writers' views on taxation, econo~, etc . 

r. 

• 
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Favorable Comments ~ Speeches 

Blum J. Rosenbaum, Cleveland, Ohio. Your speech at 
Baltimore was, I think, in ita reasoned and circumspect 
tone the best I have he~rd on the subject of war finances 
I liked part i cularl y the figure of speech you used in con: 
neetion with the necessity for putting into the background 
tbe demands of normal business . * * * 

A~s. H. L. Carmichael, San Francisco, Calif . Your wonder­
ful radio appeal to all the people in the U. S. should 
wake them up to the absolute necessity of buying u. S, 
Bonds and St~s. The very beat part of your talk waa 
that the U. S. i s not asking you to give, we only ask you 
to loan it to your Government , wi th a better interest than 
you can get in any bank. * * * I try to convince every one 
that it is impossible to win a war without money, I fetl 
it ia a privilege to be able to help the most wonderful 
country in the world. * * * · 

N. H. Liberal, Franklin, N. H. I was well pleased by 
your broadcast the other night - it was a wonderful speech 
urging the people to Buy Defense Bonds. 

Sarah Kapp, Jersey City, N. J . Your talk over the radio 
last Saturday evening to the Advertising Club of Baltimore 
was most convincing as to the urgent need of everybody 
throughout the country to buy Defense Bonds . If the ~ublic 
has not been awakened yet to the necessity of purchaa1ng 
Defense Bonds, yourspeech, I feel , bas aroused the public 
to the importance of it . I for one have been and intend 
to do =Y share aa fa r as purchaaing these Bonds; in addi ­
tion will read the text of your address to every or~aniza­
tion or grou~ that I am affili a ted with, as I feel 1t baa 
a very defin1te, di r ect and urgent message. 

Samuel Lederman, Chairman, Nat ional Defense Commi ~tee, 
Chicago Federation of Labor . I arranged a party 1n my 
home last night in order to listen in collectively to the 
addresses made by Will iam Green end yourself! at the 
opening of the one billion dollar driv~ for Uefense Bonda 
by the Amer ican Federa tion of Labor . We were all deeply 
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impressed by the address delivered both by President 
Green and yourself. We recognize more than ever the 
stake we have in the winning of this , the greatest 
struggle ou.r country- was ever involved in. We know 
tha t it is a life and death struggle for our democracy 
and for our t r ade union movement. 
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W~s . Carrie S. Miller, Seaside, Oregon. I want to thank 
you for your Sat. evening talk . We should have more such 
and transcribed for each network, and staggered in time, 
so every one could at least have a chance to hear . * * * 
I hope you will see that more is done to awaken us . Spread 
such good stuff all over the radios: 

A. P. Haake, Managing Director , National Association ~f 
Furniture W&nu!acturers, Chicago, Ill. Permit me to com­
mend you for your excellent speech to ths Advertising Club 
of Baltimore on February 14th. I am taking the liberty of 
sending it to members of this Association with the request 
that they push your project. I am particularly impressed 
with your paragraph beginning, "The battlefields of this 
war are not thousands of miles away". ***Cannot some­
thing be done f r om Washington to arouse in all workers the 
realization tha t limitation of output per man per hour i s 
equivalent to sabotaging the unproduced units? Here i s one 
example perhaps wor th investigating: a brick building 
erected 'by the Government for the manufacture of ammunition 
for small arms in the city of St. Louis . It is alleged 
that the bricklayers on this job laid from 400 to 500 bricks 
per man per day, while on a nearby private projec~, they 
laid from 1,400 to 1,500 per man per day. Thus, 1t cost 
the Government about $41 .00 per thousand to lay those bricks, 
three times as much as on the private pro ject, and took 
three times as long to do the job. One wonders how much 
this sort of thing would appeal to General WAcArthur and 
the $21.00 a month boys who are fighting wi th their backs 
to the sea . 

/ 

• 
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Unfavorable Comments ~ Speeches 

Cora Elder , Cupertino , Calif . I just listened to your 
speech, and while I was listening I was reading a l etter 
from Los AnY.eles from a friend who was told by one of the 
workers that he was never paid so much for so little 
work . Al so, that tbe~reman often came to the men and 
told them not to work so hard. This was in the Douglas 
Aircraf t Company. This sort of report doesn 't help sell 
Bonds . * * * Litt le people who are earning small salar ies 
do not like to be taxed to support a Government that even 
in war time votes silly pensions and appointments. * • • 
Tbi a is not a criticism of you, nor of Kra . Roosevel t 
but i t seems to me tha t money is being spent i n a lavish, 
wasteful way by people who do not realize that there are 
100 cents in a dollar, and it is very bard for most people 
to acquire a dollar . Probably you will never see this let­
ter , but I hope that the sense of it may reach you. 

Mrs . Beatrice Hammond, Spokane, Wa1b. I gathered from 
your radio talk of last Sat. evening that you are not satis­
fied as to the way Defense Bonds are selling. I s there 
any way in which you could convince the average American 
housewife that as much thrift is being practiced in the 
various Governmental Departments in Washington as she bas 
to practice in her home in order to buy the Bonds?--rf you 
could do thi s , I sincerely believe, from the remarks I bear 
all around me , that the response would be all that you 
could desire. 

C. H. Brisbin, Ensley , Ala . I have just listened to your 
appeal to t he American people to buy Defense Bonds . In 
your tal k you asked - 8~t are we waiting for?" I happen 
to know that many people are waiting to get some assurance 
that the money wi l l be used wisely. They are not ver~ . 
much interested in pensions for Congressmen , or the hirlng 
of fan dancers and f uturi stic painters . Note the enclosed 
clipping. (Tells of falling off of Defense Stamp sales be­
cause of OCD trouble . ) Personally, I have $1,010 on deposit 
wi th the U. S. Govt., and will soon have more . This isn't 
bad for a man with an income of $40.00 per week. But I 
shall do all t hat I can to see that none of the money is 
wasted. Please pass this word along to members of Congress 
and Administrators of OCD fund s . WE ARE DIGGING DEEP TO 
PROSECUTE THE WAR, AND t;oT FOR ANY OTHER PURPOSE. 

• 
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F&vorable Comments on Bonds --
Robert H. Garrett , Turlock, Calif . I t is my pleasure 
to inform you that the Chamber of Commerce of Turlock 
Calif ., will, for the "duration", award & $25 Defense' 
Bond to the f~rst baby born every month in this community 
as an express1on of confidence in the lasting future of 
the United States, Members of this organization contri­
bute voluntarily to a "Baby Bond f or B&by Fund ". 

Bessie Dawe, Boston, Mass. I am &n E.nglishJirl who has 
been in t~is co~try for 5 years and have t en out my 
first cit1~ensh1p papers. Realizing that America is a 
great country , I would like to do ~ little part and buy 
Defense Bonds . I t ook some mone1 th&t I had in the bank 
and tried to purchase these Bonds , but was r efused as I 
was not a full cit i zen. As I will be & full-fledged 
citizen bf the meturit¥ date of these bonds , I am wonder­
ing if this condition can be waived in my behalf. 

Earl N. Pettit, Salt Lake City, Utah. * * * In m¥ op­
portunity to come in close contact wi th b&nkers throughout 
the Intermountain area and on the Pacific Coast, it h&s 
been my privilege to impress upon them how very important 
it i s to the economic welfare of t he country that t he 
widest possible distr ibution of the defense cost be made, 
and how necessary it is f rom the standpoint of the st&­
bility of their own local communities that a goodly portion 
of the excess income now coming into the district be cur­
rently diver t ed f r om ch&nnels (including bank deposits) 
contributing to inflation to the sound and constructive 
program of deferring purchasing power to & time when it 
will undoubtedly be sorel y needed. I believe th&t in thia 
I have met with some success in furthering the defense 
progr&m. * * * 
Pat Farley Los Angeles Calif. I &m & girl of 13, and I 
think, on behalf of the' other children of Los Angeles, it 
would be very much better if you could somehow arrange t o 
make 5¢ Defense Stamps. I thlnk th&t the children would 
buy more stamps than we have been doing, because I , myself , 
get 5¢ for ice cream or candy. I thi nk tb&t there would be 
many , many more Defense Stamps sold . 

• 
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Ro•er l'o;enberger, llilwaukee, Wis . I e~ a boy of 12 years. 
I am aLout four feet tall and wel ~h sixty pounds. ~hoy 
friend and I want some way to ;r.ake money. Last summer we 
had n circus of two cats, a dog, and three chickens . We 
would ch8J"ge one pound of rags or paper. After the circus 
was over , we would sell the paper and rar;s . We made a 
~t·ofi t of a few cents a circus . Novt we decided tha t money 
lSn ' t vrorth much now, because everythlnc is so hit;h uriced 
:~boy frie~d is going to raise chickens . I decided. that · 
~ yard is too small to raise anythint . So I want to sell 
ce:ense Stamps to people. I don ' t expect anyt~n& Lecause 
~~nc:r lsn' t I'.Orth anythin;. 11:ould you please send me an 
ar.•v:e r to rey letter? Your Pal - P.or;e r ~o~eneerger. 

h. ~ . Postlettwaite, ~avenna, Ohio. So~e ti"-e ago I neard 
.1J'J on the air and you v;ere talking ac.out ,,or:Cers buying 
Defense ~onds tr~ough deduction from t hei r pay, and also 
you said to ask your employer to deduct so much a v.eek from 
your uay, and if he refused, to write to you and you would 
see t!.at he did. I happen to be an executive of the Union 
1.1 ich is Local jf~Ol, of t he Cleveland Worsted Mills . V;e he.d 
a meeting reb. 24th Viith the Superintendent of the Plant, 
e.nd we asked for a voluntary deduction for those who wished 
lv tuy Defense Ponds . He said it was too much of a job, and 
tta t they had too :nany deductions to make now. So if I am 
correct, this is your chance to put ti.em in line, as they 
CJuld make Arrey clothes if they wanted to , cut they want 
only civilian goods , whereby U.ey can make 250fo. I think i: 1\8 a! e to helu r.in tl.is war, the ti:ne to buy Eonds is 
ri r.t nor:. <> <> ,; I will ask a favor of you, anc that is, 
ulease do not emose ;:!ll on tJ- · s for I a;:~ do in· tr.is on r:J¥ 
~.-;r. , ~ut I r;oold. like a reply f1om ;rou on this t::atter. 

~eor;re J . Or.nsby, L:osco_,, !om. r;o;·, that r;e l.a..-e entered 
into one of tile worst crises that the U. S. i.as ever been 
in, ·;,orld .. ar II, the people wi 11 be asked to c?ntri bu 1:e 
;·.: tl. money and men until victory is assured, v!h1ch most of 
ti.em wiJ.l try to do . A question that is stann me e.nd 
come of my neighbors in the f ace is whether a man hes, to 
~ the bonds if he has not the money to buy them v~tn. 
The roason-r-am askin~ t~is is that we had 8 bad hall storm 
in tl is locality last summer that took our crops compl~tely. 
It coverod a territory of about two miles w~de and t.?ls 
leaves us in a bad shape ~inancially. I th1nk that 1f the 
Processln• Tax teat the termers paid on their hogs v:as 
paid back to them, that thls would te al.~.ost all spent for 
fon1s . 
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Unfavorable Comments ~ Bonds 

B. S, Bailey, Ludington, Mich. In your radio address 
last evening urging the.p~chaae.of Defense Bonds, you 
asked, -what are you wa1t1ng for ? From conversations 
wi th dozens of people in, shall I say, the upper middle 
class , that very many peopl e are waiting for definite and 
continued evidence that the Administration off icials are 
no longer depending on radio addresses, staggering appro­
priations and taxes, an appeasement of the Union and 
Agricultural vote, fan dancers and Hollywood glamour boys 
to win the war, A few days ago the President urged a more 
realistic attitude towards the war, but his idea of a 
realistic attitude i s for every one to believe and vote • 
as be does . * * "Washington officials live in an unnatural 
atmosphere of wealth and power , and do not know, and doubt­
lese do not want to know, bow to think in term.s of the 
common people . 

An thony De Mayo, Field Organizer , United Electrical, Radio 
& Machine Worker s of America, Newark, N. J . ***Our 
Union is interested in promoting the sale of Defense Bonds. 
Ow• efforts to institute a promotional campaign in the 
Foster-Wheeler plant in Carteret, N. J . , met with a flat 
rejection. Any influence your department can exert would 
be appreciated. 

S. E. Ellis, Longview, Wash, *** There seems to be a lot 
of ballyhoo over the radio, through magazines and newspapers 
these days on the subjects of ~ake Up Amer ica", "oehind 
The Eight Ball", "The Public Is Not Yet Awake", etc. *** 
About the only thing that we common people can do is cast 
our vote occasionally, pay income taxes and buy Defense 
Bonds , when we can get t hem; and we are trying as best we 
know how to do just that . On January 8th, I passed a check 
to our local bank, the National Bank of Comerce of Seattle , 
Longview, Wash., for the purchase of several Defense Bonds 
of the $25 .00 face val ue for employees payroll deduct ion 
working under my supervi sion. I did not ge t these Bonds 
until January 20th. The bank advised me that they simply 
did not have the Bonds on hand, could not get enough to 
supply the demand , and that my check had been held up.until 
they could get the Bonds. * * * About half of our radlo . 
programs and various clubs' activities these days are urg1ng 
us to buy Bonds, buy Bonds, buy Bonds . Therefore, I would 
like to ask the question, How ca.n we buy Bonds when there 
are none for sale?" 
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Arthur State Bank, Union, S. C. (Telegram) Did you kuow 
there ia a war? Its high time you quit talking about 
Defense Bonds . Call them what they are - Victory Bonds. 
Cut out this defense foolishness. The beat defense is 
offense , and the offense leads to victory. Your defense 
name is now very bad psychology. VICTORY BONDS 

Charles A. Lachaussee, Jersey City, N. J. In this era 
of stress why do not the National Banks show more interest 
in the sale of Defense Bonds? Some of the Mutual Savings 
Banks in this area have advertised, but I still have to 
see a notice of the kind from the National Banks. • • • I 
would also like to call to your attention that the banks 
are endeavoring to squeeze the last penny out of debtors. 
Our National Bank holes a mortgage on my home. tmortization 
payments are made regularly and on time, and the principal 
sum is now only $5,196. Yet I have been told twice, "The 
Bank Examiners have criticized your mortgage, and we insist 
on a payment of $500 on the principalft. • • • I do not 
bel ieve the Bank Examiners made any such statement. • • • 
The serious feature of my situation is that if I cannot 
borrow the $500 from some friend, I shall be compelled to 
redeem $500 worth of my Bonds, for which I scraped and 
saved to ~urchase. • • • I have juet read a tvro-page adver­
tisement (New York Times) of New York firms whose employees 
are buying bonds on the salar1 payment pl an. I fail to 
fi nd the name of a single Natlonal Bank on t he list. 

J . 0. Modisette, Jennings, La. The writer is chairman of 
the Speakers ' Bureau and, as such, baa been banded a copy 
of the Uanual for State and Local Cocmli ttees of the U. s. 
Defense Savings Staff, issued by your office. He wishes 
to call your attention to page 6 thereof, where you place. 
Russia in the same class with Germany, Italy, and Japan, 1n 
the first line of that page, and then in the fifth line, 
same page you refer to the Nazi, Communist, a.nd Fascist 
Parties. ' There is no question in~ mind but that they all 
belong t o the same class, but the point ~am trying to call 
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to your attention is the wisdom of our putting them in 
the aue clan, now that we e.rt at war with Ge1'111aD1 
Ital7 and Japan! and Ruaaia i a, to all intent• and ' 
purpoaea , an al 1 of the de.ocraciea in the fifht upon 
GermanJ and l tal7. * * * If we place them all n the 
same cat egorJ, it might mean another diplomatic anar l 
or coat. this countr7 another billion dollar loan to 
Ruaaia to .ake amends for thia undiplomatic reference. 
Why not leave out Russia and the Communists altogether , 
and aimpl7 revise Jour llanual and cut out any reference 
to either and then you will not likely offend the Reda . 

Peter R, Nelson, Roche Harbor, Waah, We are domestics in 
a private familJ . We han bought a few atampa and expect 
to bUT Bond• soon, but we don ' t feel like doing it aa 
lo~ as there are Jap aliena right under our noses who 
won t even eat cheese, because they couldn't go beck to 
Japan if they did. We are in the northern most part of 
the North Pacific - a awell place for invaaion. Hew aocn 
can we bUT our Bonds? 

Lt. Colonel Tracy Baker, Kanaaa City, Mo. As an employee 
of the Post Office Dept, laet awmner I voluntarily pur­
chued Ne.tional Defense Bonde each month. Then the Post 
Master General directed that all employee• voluntarily 
pledge to bUT Stamp• or Bonde each month, and a record 
would be kept in the office of our immediate superior 
officer, who , in turn, would report once each month to 
a higher official as to how many employee• had pledged, 
and the tot al 1110untJurchaaed, .Lt the present time, 
our immediate offici s state we H.LVE to pledge so much 
each month or else be reported to higher officials. ~­
self and many others deem thi s method of having to report 
to our officials the amount purchued each month as un­
conatitutional and too much on the order of HITLERISK, a 
thing we are at war now to combat. As to whether this 
method ia legal or not ia a question uppermost in the 
minda of many of us and a decision from your office on 
this question by ret urn mail would be deeply appreci ated. 
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General Co..anta 2! Preaent E.ergenor 

p, J. Wood, Independent Theatre Ownera of Ohio Coluabua 
Ohio. Thia letter ia the reault of one re .. rk'aade bf ' 
you in your talk laat Saturday evening before the l dvertie­
ing Club of Baltt.ore -- your atatement that the purchaae 

-=of Defenae Bonda and St&mpa waa ai~~ply in the nature of 
a loan to !h! Gonrnaent. Thia important aelling point 
nae;:rn ~ opirilon, been very much overlooked in aelling 
tbeae aecuritiea. We bear a lot about the complacencr 
and apatby of the average citizen toward• the conduct of 
the war, and that it doea exiat, we .uat admi t - eapeciallr 
in that net territory East of the Rockiu and Weat of 
the lllegheniea. * * * Trying to drive home the .. tter of 
having people inveat in Government aecuritiea through the 
aediua of vaudeville acta, gl..our girla and the like (aee 
attached clipping) doea not impart to the American people 
the real aeriousneaa of the job of raiaing atupendoua auaa 
of aonet, and the aooner the Treaaury Department •degl~ 
ouri&ea their money-raiaing ca.paign, the quicker you will 
impreaa upon people the fact that, in order to build up 
the greatest NaTf, the largest Air Fleet and a large lr~, 
i t requires their serious and continuous financial coopera­
tion. * • • We're not going to Win thia war by publici&ing 
fan dancing, deep breathing, sarongs, aweatera, heaving 
boaoaa and ahapely lege . Those $21 a month Americana at 
the front want to be backed up with guna, aubmarinea and 
airplanea, and theae can on!r be obtained by convincing thoae 
who remain at boae that they muat lend their money to the 
utsoat to their Government. They .uat be told about it in 
a serious aanner and not in circua or •Donald Duck• style. 

GeorGe W. Brigga, Drew Univeraity, Madiaon, N. J. Wh7 1a 
not careleaaneaa• aabotage? (Pearl Harbor ••• New York) 
Why are not the careleaa in Hawaii and New York held to 
account now? Loaa and more loaa; flagrant Government waate 
(we all inOw about it); but every radio broadcast calla for 
citizen• to SAVE, SAVE, SAVE. * • *What we do object to ia 
billion• of appro~f!;tiona and no reinforcement. ruch.ing 
Wtclrthur . Accor to the Magazine Section of laat Sunday'• 
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New York Tt .. a, • t he boaber a are !lowiUf day and night•. 
Where? The aa.. New York Tiaea printa Propoead Sa~inga 
by Wage WaiTers•. Which ia to be ••!a-guarded firat-
tax payments or the purohaaa o! bonda? And do I aacri!ioe 
~ fourth and youngest child' a fourth year of coll ege while 
OCD finano ea danoera and play boya? 

Johanna Watkins , Dallas, Texaa. To get right to the point, 
why not use all the money that is lying idle in our banka 
for de!enae -- uncla imed money that has been there for 
years -- exchange it for Def ense Benda. Don't say it can't 
be done - i t can. Its not any different than taking cur 
nation's men and boya and sending them to the front not 
knowing when (if ever ) they will return. 

Jaaper S. Gullo, Springfield, Ill . The Americans of 
I talian descent of the City of Springfi eld decided to aid 
our GoTernment in its conduct of the war. * * * l cccrdingly 
a meeting was called t o diacuss the matter. I t was decided 
that a Victory Ball be gi~en on February 14th, and that all 
net proceed& would be given as a direct gift to the U. S. 
Government for this purpose , and to the American Red Cross 
Chapter here in Springfield . The net proceeds were to be 
divided aa follows: 25% to tha Red Cross; Bal ance to the 
U. S. Government. • * * The net proceeds realized from the 
Victory Ball amounted to $653.90, and of thi s amount a 
check for $490. 42 waa preaanted by us to our Government 
through Jlr . V. Y. Dall.Jaan, Collector of Internal Revenue . 
* * • This is the first time that contributions haTe keen 
made by local groups in thia manner, and we are very happy 
to do thia. 

Leo H. Strauss, Travel Agency, N.Y.C. I note that today'• 
preaa again makes mention of your auggestion for a ~eaiaphere 
dollar•. In~ opinion, a well thought-out plan of thia 
character will do a great deal more toward furthering t he 
"good-neighbor• policy than the sending of all types of 
"Good-Will Ambassador s• . • ** I do believe , however , that 
someone in M1 field of business should be designated to 
assist in working out your plan, so that it will be ready 
to q>erate after the present emergency . 

-• 
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Anonymous - •ene Person to Another• - Flint, Wich. 
What constitutes sabotage? If occupied countries refused 
to produce for the Germans, we would be pleased . If the 
Chevrolet Motor Company could produce 4,000 cars a day 
but only 30 tank motors a night, wouldn' t you wonder ~? 
If before the {our) war started they were producin£ trucke 
for the Ar~, and went 10 daye or more without producing 
a crank shaft, and the same questions are being asked 
again-- why, with not an a?parent reason-- would you 
wonder if the president, be1ng a Ge rman of whom there were 
reany rumors but no definite fac ta , was the cause? ~ • • 
Perhaps you will say that is llr. Nelson 's work. You mean 
the field man, Reuter- the "bull - headed German- as he ia 
called here . He was never a production man, but one who 
tore a plant wide open. Key men left while he was he re . 
Wages were cut . Then other men bad to come i n and take 
over . Besides, he is a G. M's. man as is the •Great Dane• 
was and is , I am afraid you will find . We understand 
Reuter's last job was in Germany. Yen here say they 
woulon' t mind so much if there was production. A draftslt8Jl 
with four children said be would enlist. His wife said be 
was needed for production . Then give us something to pro­
duce, be cried. A young family man said the boys had all 
the jobs , he was going to f igbt 1 and the wife cannot sup­
port the child . We ' r e all asking - which is more important , 
our boys , our countr{, or 7% profits and a broken Union . 
We believe you a rea American. 

S. Leventhal , Scranton, Penna. There is a lot of ta~.about 
financing the war , and I would like to make a propos1t1on 
to the U. S. Government . After the war is over, I would 
suggest that even if the debt should amount to over two 
hundred billion dollars , that eacb person in the U. S. be 
assessed a certain amount. In that manner, the war debt 
would be paid a few days after t he war was over. I am not 
a wealthy man I only make an ordinary l iving, but I would 
gladly pay my' share my wife ' s share , and also my son's 
share i f he comes back f r om the army . I would like to 
be th; first one to make this propos ition, and I assure you 
I will stick to it . • • * In the meantime , we are buying 
all the Bonds and Stamps we can possibly buy . 
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Co~enta from a letter addressed to Wr. Kuhn by !dele 
Thornton, Brooklyn, N.Y. Received your letter co~liment­
ing me on patriotism, and stating you are glad to know 
the condition of things in regard to the selling of liquor, 
and that you are making a study of t hese matters . I was 
so pleased I don't know how to thank you for taking an in­
terest in Bf letter . The letter, you remember no doubt, 
was ' plaoed in your hands through the White House. ~ * * 
I &m writing this to save others. I am 57 years of age, 
a canvasser for a large laundry, but pass for 35. * * * 
I am the blonde type, and register plenty of sunshine. 

V. J. Kozak, Detroit, Wlch. I have been unemployed for 
several .ontha, after I loat three Jobs, because of con­
version of production into the nr effort, and was wonder­
ing how I will be able to pay my income tu . February 19th 
I was invited for a personal interview with the technical 
director of the Todd and Brown, Inc., Kingsbury Ordnance 
Plant, La Porte, Ind., - found eligible for the open posi­
tion of a chemist , promised a salary of $250 a month, and 
~dered to report for work today. After returning to 
Detroit, I received a letter from the Todd and Brown Co . 
saying that since I am not a citizen, they cannot employ 
me under Governnent rules. * * * I have been begging and 
imploring the War Department, Office of the Under Secretary, 
Plant Protecj;ion Division, ll&jor ThoiiiAS A. Lane, since 
October 11, 1941, for a permieaion to be employed in war 
production. I ::Kbaaized that I am an ally - citizen of 
Czechoslovaki a that I was in the Czechoslovak ar~, 
ready to fight Gerany in October, 1988, long before a.ny 
other of the 26 United Nations , including U.S.! . even woke 
up to the reality that GermaD¥ is the common enemy of all. 
In apite of all ~ efforts , however, the gentlemen in the 
office of the Under Secretary of War did not do anything to 
make the employment for me possible . • * * 

-• 
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Comments on Taxation 

Dorothy Emerson, Girls' Club Agent , University of Maryland 
College Park, Wd. Some time ago, literature came to mJ ' 
desk regarding the purchasing of Tax Bonds to use in pay-
ment of incoms taxes . Feeling that to make such purchases 
would be in the line of good citizenship, I bought a $25 
tax bond the first of December, the first of January and 
the first of February. While I understand that thre; months 
was to elapse before the payment of interest on same , I had 
taken it for granted that the bonds could be used at cash 
value in payment of my income tax. * • • The Federal Income 
Tax Field Representative , who made out my income tax, had 
never seen a tax bond, knew nothing about them, and wouldn't 
handle them. I went to the Internal Revenue Building and 
for 20 ainutes, officials discussed the matter and finally 
advised me to go to the U. S. Treasury to get them cashed. 
At the U. S. Treasury, in the particular section designated 
for payment of bonds, I was finally sent to the Chief of 
the Department, who said that the bonds couldn't be cashed 
there, because they were purchased in the Federal Reserve · 
Bank at Richmond, Virginia. I am now left in the embarrassing 
position of desiring to make a first payment on my income tax 
and having the money tied up in Tax Bonds that cannot be 
easily redeemed. 

Richard Luke, Livingston, Calif. I made out our return to­
day and mailed it in to the Collector of Internal Revenue 
for the I Wil of $731.28. We mailed it early in order that 
you may use it to buy implements of war to lick hell out 
of the A.x ia. 1941 has been a nry good year for us . 

Stockholder and American Taxpayer, (John Deere Harvester 
Works ), Eaet WOline , Ill . I received Congressman F. Carlson's 
letter imploring me as a stockholder of Deere and Company 
to write to Washington protesting against Secretary Morgen­
thau's suggestion of raising the Social Security tax to 3% 
and taking all over 6% of earnings of excess profits tax. 
I am in favor of having you do as you suggest. The.Fascist 
Republicans have been so busy declaring war on Pres1dent 
and Mrs . Roosevelt that you have forgotten we are at war 
with the Axis gangsters. (Referring to Rep. Carl~on) Do 
not worry so much about profita . With America F1rsters, 
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Copperhead•, linrodiete and other fifth colu.niete hid­
ing out in ~publican hn.dquarhn all oTer the land, it 
bthoona JOU to quit obatructillg the Goni'Jialnt and put 
7our eboulaer to the wheel, • • • I hope that I ban •d• 
., poaition clear. 

Louia Burckhal'dt1. lil.lwallkee, lh. On Jan. 28th I wrote ~ 
Mr. F. Carlaon, a.C. for information ao I could Tote 
intelligentlT on the questionnaire he aent •• to be filled 
out and returned to hia. To date I haTe reoeiTed no replf. 
Honnr, in the Mantiae, I han rea.d in the dallf paper 
what JOV poaition b in the Mtter, and I ave think 7011 
are correct . I haTe apoken to othera who haTe reoeiTei 
the aaae queetionnaire, and th17 knew little about the aub­
ject, but th•T neTertbeleas returned the card filled out. 
th•T now adMit that einoe th17 underatand the aatter bet­
ter, th•T ban changed their aind. • • • I u uhued of 
the •thode u11d bJ •o• of our Co~rua•n to influence 
legialation. IAt ua get aore bonut, in our dealillg• with 
each other, for deaocrao7 can onlf liTe and grow b7 the 
faith we haTe in each other . Such ahady buain••• la rotten 
buaineu, and cuta a doubt aa to whether our freedom can 
be won and retained through auob deaocratic pro••••••· There­
fore, phue tranaait aT proteat to the House W&JI and Ileana 
Coal.tt ... 

L. Module, The Sea Gate Association, lew York Harbor , N.Y. 
* * • I reaember Secretar, Korgenthau•a proposition, aa 
mentioned in the papera aome time ago, to tax emploreea 
15% o! their aalar7 at the aource . Peraonall7, I appron ot 
t.hla plan, because the anrage an who enjo71 a ateadf aal&rJ 
uauallf apenda 'lllhat be -.kea, upeoiall1 it he hu a !ullf. 

George E. none, Glenbrook, Conn. I han read rour Tax 
Sning Plan (Jrnow Your Taxes) and bought one $60 note laat 
i uguat. lhen I went to Internal ReYenue Office in the Poat 
ot!ice in Sta.ford, Connecticut, to pa7 ., tax, the MD in 
charge would not tab the note. Could Jour Deputment and 
the Poat Office work out a 11•teawhere I could bUJ a Kon17 
Order for the aaount of the Tax? It the inco• tax I aa re­
quired to PIT thia 7ear ia not aa large •• the Note, I could 
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get another Mone1 Order for the balance, and hold it oYer 
for the next Jear. _, tax thia Jtar ia $40. 64 -- the other 
one could be made out for the difference o! the Talue o! ., 
$50 note. 

George C. Heaael, N.Y.C. Thia letter ia written in a 
friendlJ apirit. I feel that when it coaea to love of 
one's Gountry, I 1111 11 good an AmeriGan u aeybodJ. I 
note that JOU are not aatiafied with the amount o! US1 
Savinga Defenn Bonds that the public has bought. • • • 
I gueaa ita mainlJ becauee the aTerage familJ cannot at­
ford to PIT Federal and State inGoae taxea and haTe &n1 
mone7 left with which to purGhaee Defenae Bond a. Mine h 
an narage .lmerican f&llilf. I !eel ay !irat obligation 
ia to bUT enough U. S. Trea&urJ Tax Notea each aonth ao 
that bJ the end of the J•ar I'll han aufficlent of thea 
with whiGh to paf ay Federal Tax . I bought aufficient 
of theae Notu in 1941 with which to paJ ay tax in 1942, 
and now in this fe&r, 1942, I u bUTing Tax Notea with 
which to paf -., Federal tax in 1943. • • • If I have no 
mone7 in 1943 with which to paJ -., Federal taxes, JOU 
won't be interested in knowing how manJ Defenae Bond• I 
have, but will want to know how come I did not pa~ ay 
taxea. I alao believe it would put the Government to a 
lot of unneGeaaarJ expense if people bought Defenae Bonde 

· and aome months later cashed thea in and used the moneJ to 
paJ taxea. • • • It's huaan nature to liTe aa well aa JOU 
can. People also quicklJ adjust themaelTea to liTe on 
what the7 haTe. For that reason, I belieTe it is beat to 
deduct Federal taxea at the aource. I! J Our emploJer de­
duct• the tax each month fro• JOur aalary and hands it 
our to the Gonrllllent, in a aonth or two JOU adjuat JOur­
ad! to the lower incoae, and in that W&J, one is alftJI 
on fritndlJ terms with the GoTernment. 
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H. P. Will, Special !gent, In York Lite luvance Co., 
OklahoM City, OOaho•. I juat paid part of IV ino­
tu for 1941. I onl7 paid one-half (for I 414 not han 
enough in the bank to pay it all.) I don't feel ••1"1 
good over it. The tax thia rear ia alaoat five tt..1 
u high u lut year, and God Ienon it waa high enough 
laat year. it the rate the Governaent ia going to tax 
ua people, what 1• going to beco .. of ua? • • • I aa a 
IWl going on 70 yeara of age, and the tu - 1101t of it -
waa on inveated aoney that I had aaved yeara ago for -v­
aelf and wife for our old age. But the way it look• now 
I will not han anything left for old age, after thi1 ' 
high tuation and high coat of living wliich the GonrDMnt 
h illpoaing on ua. • • • I waa juat wondering if the 
Gonruaent could not reduce thia huge war npendi tve by 
about one-third or one-fourlh and f't Juat u 11110h done in 
the way of 1rinnlnf the war, and l ghten the burden of 
taxation on ua ci isena who helped build up thla good old 
U.S.A. yeara aco. • • • I would auggeat if the Gonrnant 
baa to han aore tuea, why not get it or .oat of it fro• 
the Defenae worker• and big buain••••• on tho•• defenae 
joba, etc ., if not all that way, I think a Salu Tu h 
the next beat way. 

Kax Stark, Provident Mutual Life Inaurance Co., Champaign, 
Ill. Yov opposition to a Salea Tu aa expreaaed atrongly 
at a conference of Chair•n George and Repreaentative 
Dougbton, ia co.aendable. It ia to be hoped that yov 
oppoaition ia not one of thoae trial balloon a!faira. If 
Congreaa wanta a flood of aail auch aa it received when 
it voted penaioDI for ita .. abera, juat let it paaa a 
Salu Tu . That would be llajor Blunder Ho. 2. I aa onl7 
an aver!f!u;itisen who realise• what other average citisena 
are th , even though they do not take u .. to write to 
you or their Repreaentativea. Senator Georg• i a dealing in 
wiahful thinking if he believu there h a growing aentlaent 
in the oountry in favor of a Sal•• Tax . People will atand 
for lncrea1ed inooae taxea, ta.xea on luxuriea and &mlltMnta, 
but when it co .. a to taxing the neceaaitiea of food , cloth­
ing and fuel you will hear froa thea. In view of the in­
created pric;a for food and other neceaaitiea, thia would 
be heaping inault upon injury. 
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For your information. 

To Archibald MacLeish 

From Alan Barth 

February 27, 1942. 

EDITORIAL OPINIOli 
ON THE WAR: 
CALL TO ARJ.f> 

Cal:n confidence was miraculously restored to jangled 

editorial nerves by the President's f i res ide talk on 

',',"ashington' s Birthday. Apparently the speech was pitched 

in pr•ecisely the key to which editor ial ears v1ere attuned; 

almost all commentators found it, as did The New York Herald­

Tribune, "a calm and factual r eport," infinitely more 

reassur ing than "oratory." 

Although The New York Daily News disparaged the President's 

use of ma ps as "practical showmanship, " !!lOst of the press 

heartily approved of the lesson in eeogra9hy. The Scri!)ps­

Ho~ard pa?ers , for example, felt that , "Patiently and carefully, 

te spelled out the military nature of this world conflict in 

which no one Allied fr ont can be isolated from another, except 

at our peril. He answered, clear ly and fairly, typical ques­

tions which have arisen f r om lack of understanding of such a 

Ylorld conflict. " And The Akron Beacon- Journal, which has not 

• 
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llWIII been friend!J to Adainietratlon foreign polio7, ob11rY1d 

that "'rt.. nlue in the Preeident•a report was that be gan us 

perepectiYe ••• Beat of all, he swept away rumors and apprehen­

elon and g&Ye us facts and figures.• 

The por tion of }fr • . Roosevelt' a addreu which produced the 

greatest interest and hopefulness was the assurance that •soon, 

we and not our enemies will have the offensive,• Only a few 

isolationist stalwarts objected to this philoeophy, openly turn­

lag •turtle.• The New Yorx News Syndicate's editorial stated: 

-we bappen to think the defense of the United States is our 

prime job, and the war with Japan our main war. But that is 

beside the point. Th~ point is that if the arsenal of deMoc­

racy is stripped of too many of ita own defenses it will be laid 

open to inY&sion and conquest.• 

Alloat equal stress was placed by a majority of newspapers 

on the President's promise that ~e shall not atop work for a 

single day. • The cessation of work in San Francisco shipyards 

on the day that Kr. Roosevelt spoke was singled out for ironic 

and bitter comment. Few comnentators placed sny of the blame 

upon tbe employers who refused to pay double-tima in accordance 

with their contract s; the stoppage was generally attributed 
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either to a willful disregard of General MacArthur's plight on 

the part of San Francisco workers or to the failure of the 

Government to frame an authori tative national policy on wages 

and the closed shop. 

The Washington's Birthday address was made the occasion 

for warm expressions of confidence and for hearty tributes to the 

?resident's foresight , leadership and grasp of world affairs. 

But along wi th this current enthusiasm for the President himself , 

there is a mounting discontent with the advisers surrounding him. 

Even the newspapers mos t in sympathy with his foreign policy 

uree that he make changes in his Cabinet, citing the recent 

upheaval in the British Government as a healthy example. 

Gesture 

Most morning newspapers on the day follo~•ing the ?resident's 

address gave their top headlines to the news that a Japanese 

submarine had shelled the California coast . Editorially, however, 

~st of them insisted that the reid achieved nothing save a con­

iirmation of one of the ?resident' s principal theses : that "the 

broad oceans have become endless battlefields . " 

The bulk of the press (Far Western papers are not yet 

avai l able) took the incident calmly. Most cownentators agreed 

with Tbe st . Louis Post- Dispatch that "The motive of such 

• 
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•nuisance attacks' is more psychological than strategic, for 

it is the Axis idea that they will terrorize Americans into 

panicky contus ion and demands that the NayY be used for coast 

defense. • And moat of them bear out the a·sa ~ewapaper• 8 

contention that "The !xi s master minds are mistaken. An attack 

upon the mainland rouses anger, no t fear, in Americana, and 

strengthens their determination.• 

Recomition 

Commentators refrained from lyricism in their appraisals 

of Premier Stall.n's Order of the Day to the Red Army. But they 

also, on this occasion, notably refrained from paying their 

customary disrespects to Communism and the Soviet Union. Many 

of t hem granted a more or leas grudging tribute to the Russian 

leader's realism and determination. The Cincinnati Enquirer 

called it a "powerful speech.• 

There was particular interest in and praise for the section 

of the speech which distinguished between Hitler and the German 

people. A number of editorial writers suggested tha t the other 

Uni ted Nations might well follow this ex.ample. 
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•nuisance attacks ' is more psychological than strategic, for 

it is the Axis idea that they will terrorize Americans into 

panicky confusion and demands that the Navy be used for coast 

defense ." ind mos t of them bear out the same newspaper's 

contention tha t "The Axis master minds are mistaken. An attack 

upon the mainland rouses anger, not fear , in Americans, and 

strengthens their determination." 

Reco@!tion 

Commentators refrained from lyricism in their appraisals 

of Premier Stalin's Order of the Day to the Red Army. But they 

also, on this occasion, notably refrained from paying their 

customary disrespects to Communism and the Soviet Union. Many 

of them granted a more or less grudging tribute to the Russian 

leader's realism and determination. The Cincinnati Enquirer 

called it a "powerful speech." 

There was particular interest in and praise for the section 

of the speech which distinguished between Hitler and the German 

people. A number of editorial writers suggested that the other 

United Nations might well follow this example. 
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Liberation 

Somewhat belatedl7 the press has awakened to the signifi­

cance of Chiang lai-Shek•s visit to India. The commentators are 

now busil7 putting together the Generalissimo's statement, Priae 

Minister Churchill's decision to grant India additional self­

government powers and the appoinbaent of Sir Stafford Cripps to 

tbe Bri tish War Cabinet; out of thia combination of eirc~tancaa 

a number of them spell Indian independence. 

There has long been a latent syupath7 &mOng liberal American 

editori al commentators for Indian nationalist aspirations. The 

sympath7 is now stimulated by a spreading belief that India's 

vast war potential can be harnessed to the United Nations' cause 

only by a promise of full Dominion status. Some, like Walter 

Lippman, feel that •the western nations must now do what hitherto 

they lacked the will and the imegination to do: they must iden­

tify their cause with the freedom and the security of the peoples 

of the East, putting awa7 the •white man's burden' and purging 

tbemeelves of the taint of an obsolete and obviousl7 unworkable 

white man's imperialism.• 
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!Uri IHM to 'be 41Y1loplltg a -IOIDt IIUI that tbe 

et&tua quo ou aot b1 rutorea lJl tile la1t, &IIJ .,r, thaD 1a 
\ . 

the 1Jt~t. It h · put of a crowlac eppr•olation of tu Unite4 

NatlODI OODOipt •• lll4 a putlal tr&DilatlOD of thh OODOipt 

into tenu ot un1 tea peoplt~. There 1a & nat, untapped, 

potential terTOr in tile United Stataa t or & genuine nr t)f 

liberation. 
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To Fer411111114 Dl1a., Jr .. 
From loaeph MaU• 

On tu en ot tile lnc-aal tea uul111• on the lll'pat 

tax bill lD hlltoi'J, rutualq DO Hltorlal &ttatlon 11 beiJII 

ginn to the ape.Ulo tu propolall tllat han HID nr -..a.a t.o. 
WaahinctoL !be pn11 11 OOilO&Dtn.tbc oa the ... Dl-doa 

of the doultlo froat 11 eoaflua U.01t &DtlN1J to 11111 .. 4 

attac:ka upon orpnlllll labor 1114 ooatlw.a ~-""• for gonl'll• 

ment ec:onoldea. Wb&t little ca..~nt there le on taxation 

followe the .... 11DI pll"llltentlJ aawcatea by the •Jorltr of 

the preaa. In tha wo.a. of the llnl&l CitJ !~e, inateaa of 

•followilll tJIII 11M of ]Aut l' .. iltuoe 1114 SOIJII back O'nr Ull1 

onr agaln to the 

exc:ua pvolluliiC ,_... 'bJ lf~ utlo an tax ... 

... are aUll u..UC that.., can p&J tor the war bJ 

impoaiq tue1 wpon till aadap or potatl&l. a&dll&l of the -

munit,, • Ralp BolleJ, ooaaenatlw oolaallt for ...... It, 

belieTel. ... aft not ,.t oo.e to the polnt of re&liaiJII tllat 

Regraded Unclassified



. ·-
we -t haw tuea oa ,_....be ,_ •• tuea that: ._,t: ~ 

slda off a bit: ot U. nrplu tllat: all ot 111 oa 1•t: olOJII 

without, lnat: tu01 t:llat: nt: lllt:o tho ballo .. antlw ot 11111' 

stanaua ot ll'f111c ••• Ill thh war ou oan no .,ro baYe ocatort 

and victor7 tbl.ll he Mil ban gaDI aDd butter. It la tbl to 

torget social rofol'll aDd start wiDniq the ar. • n11d, 1D4 

need I..ediateq, either a sales tu or a withholdiag tu, or 

perhape both. • 

There il bara!J an ed1 tor ill tho coUDti'J who disagree a 

with Ill'. RobeJ tbat a aalea or withboldinc tu la neceii&I'J to 

obtain an unprecedented a.ount of revenue and check inflation. 

But Ill'. RobeJ atande al.oet alone in euggeetiq thet we •1 

eventualq DHd both tJPel of tues and in ill(llpng thlt ei thor 

trpe wonld be oquallJ acceptable now. 

B7 fu the •Jorit, of the pre11 atroql7 oppoaes a with­

holdiag tall Uld. faYOrl a general Ialii leVJ, "Briag On thet 

st.lee tu, • Collier 'a agazine deunda. •'l'be onl7 productive 

tax device lett to be ueea,• ea71 the tall Street Journal, •ia 

one that will follow the increase in the national inc01e to tho 

hande of ita chief aDd .oat nuaeroue reoiplenta. A general 

retail 1ol11 tu will do that.• The Philadelphia Inquirer 
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edl torlall .. a 

appu .. tlf .. .U. u l. l11:it ••L -.1;" 
a aoUD4 altenatlwU ... WI tla ptnlel• Pllllll .,)t 

forced into till ... iiiif111,!!.-.. J: 11 1 .._.m IW1 .._JJIII! (;I 
wGuld raile blWou ot toliara wltta ttaa laut Jauoaahlp to • 

people 1a atrm 117 lDil•W aa tilt a, to 1Dnre tairaua 
to all ••• • 

It ll ...-4 U..t a w1 Wlol4lllc tu woal4 Mal' lle&·•il~ • 

low ad Jdd4le-l...-. Wiii'bn, all• ,.,.... ..... prot .. lioall 

could ucape. A aa1a tax OD ttaa ot:Mr had, e41torialwlten 
• • ~~~&intaln, woUld aiatlolbute the bvae •"!'~eeaq• uanc 
• 

all groupe. 

Tbe intenaltT of ttaa eal11 tu 4rlw h inaicated bJ thh 

week' a aDDOUDO.-.Dt of tbe JatiODal Retail Drr Goods AaaooiatioD 

that, cbacbc 1ta pollc7 of tile put 21 JMI'I, it will aa-te 

a general la'f7 oa aa1u at the tortlao.U.C b.arillp OD tile un 

r nenue act. btallan llan he .. UDDC tbt 8Dit peraiat..t 

opponate of a Mlea tax. It h aip!.tic .. t that 87 percent of 

the Mllbara of ttaa .u~~JA, one of the two powrtul national 

retail '?fl latlOUI, voW tor thh chulp 1D the Aaaoolatl.m'a 

polloJ. Jot alDoe 1810 baa a .. jor!.tr of the JRDGA taYOrea 

a aalea ta, 
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Labor 1flll Fight 

Last J'&r orgiDi&ed labor dld not lobb7 aotlYelJ on the 

tax bill until the fight was al.oet OYer. But it appears that 

this year' a tactics will be different. The unlone are preparlJII 

to contest &n7 proposal to place a leYJ on sales or wages, 

instead of on pr ofits, "incoaea" and luxuries. Labor leadere 

view the preeent tax IJ'tea aa heaYilT weighted in faTor of buii­

neaa and the rich, wl. th wage earners be!JII called upon to aake 

most of the necessarr wartiae aacrificea. Proainentl7 featured 

in almos t eTory ieaue of union publications are stories diacloaing 

excessive industrial proffta and bearing euch headlines aa "'!'axes 

of 'Li ttle Fellow• to Fatten MUnitions Profits." '!'hie headline 

appeared recentl7 on page one of Labor, nationally distributed 

organ of the Railroad Brotherhooda. 

"'!'here h no IJIBBtion that additional taxes are needed, and 

tha t nary patriot ic Allerican should be readf to P•T his fair 

share,• eald the curr ent issue of the CIO Rewa. "But unless 

labor is alert, the lobbyists and political agents of special 

privilege will 10 etack the cards that profiteers will escape pay­

lot their f air ebare, while an undue burden will be placed on 

those least able to pa1 ••• • '!'he News went on to urge all CIO 
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locals to •contact• their Congreaaaen, particularl1 -..hera ot 

the Bouse Wa1s and Weans Comadttee, and demand that tax loop­

hol es be plugged and that new taxes be imposed on profits, 

"incomes" and luxuries, rather than on wages or sales. 

Two d11s after the appearance ot thi~ editorial, Pr .. ident 

Philip Wurrar sent a letter to eTerr CIO lo~al reiterating the 

points made b7 the CIO N.wa. Be, too, urged the locals to com­

municate with their Congress..n. He warned that •unceasing 

•igilance• would be required to pierce the •cloud ot secrecr 

which surrounds tax legislation• and to counteract the influence 

of "a substantial group in Congress, aided and abetted b7 the 

National Association of Manufacturers, Cl~ers of Commerce and 

other reactionary groups, which is anxious to have heavy sales 

taxes or wage taxes become the major source of re•enue.• 
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TREASURY DEPARTMENT 250 

INTER OFFICE COMMU NICATION 

To Secretary !lorgenthau 

.,.o,. Mr . Ylhi te 

~uo lect: Alvin Hansen on Full Employnent after the war 

Alvin H. ~ansen has written, for the National Resources 
·lannlna B~ard , a pamphlet entitled "After the war -- Full 
Jnployruent • This pamphlet is being frequently r eferred to . 
<~u may wi3h to know the general trend of ita argument . 
·a:'lsen' s main points are: 

1 . I f the victorious democracies give their peoples mass 
'l'lernployment after this war, there will be "social disi!lte -
ratlon and, sooner or later, another international confla­
ra:.1on". 

2 . .Ul classes of the coiiii!I\U'Itty now expect a terrific post-
wur collapse . 

~ . \'/hen the war is over , we shall probably have ..,"Teater 
•roductive resources 1n this country thnn e ve>- before in our 

nat lonal history. Without undue encroachments on leisure, we 
shall be able to produce a national income of at least ·uoo 
lll1on, at 1940 prices . . 

"The notion that we cannot finQnce our own production is 
q· 1te witnout foundation . Every cent expended, private and 
ublic , becomes inco:e for members of our own society . Costa 

a'ld income are just opposite si ~es of the same shield. ?ie ca.n 
.r·rord as high a stMdard of living as we are able to produce . 
·• cannot afford to wasto our r esources of men and materiel . 
le cannot afford to use t h em inefficiently. Put we cannot 
&l'ford idleness . " 

• , I t is necessary for the Government to use priorities , 
taxation and borrowlnu which lio1ts cons~~ption to reduce 
rivatc expenditures at the present time . But in the post­

•&J' ,;eriod it will be necessary to lower taxation and to 
corroM fro:n funds wh ich would not ot:>erwlse be used for con­
~~pt!on or private inveat~ent . "A public debt is an Lnstru-
ent of public oolic1 • It ls a means to contr ol the maon1 tude 

of t t.e national· income and , in conj unction with the tax 
nructure , to affect income distribution. " 
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D1•1aion or Monat&rJ 
Reeeareh 

6. Unlau OoYel'IIIIlent , 1n the poet- war period, doee ita part 
to in1ure auatained demand, we ehall dialipate our great 
opportunitiel ror a high atandard or liYing and progreeaiYe 
peaoetul eocial improvement. ' 

7. Bane en arguee that , oYer a period ot a raw yeare our 
potential output oan be ooneidered, without eerioue e; ror to 
be governed by the eiza or the aYailable labor supply. ' 

a. For war-time . In 1918 about 61 percent or our popula­
t ion aged 14 and over were either galntully employed or 
alee were 1n the armed rorcea . With our present population, 
the aame ratio would yield total employment or about 62-lfo 
million persona. Actual •ploYJ11ent at the present time 1a 
about 10 million below thla (or which about 1 alllion may 
be attributed to the seasonal decline in agricultural 
employment. ) rr we aseume that war-tlae pressures can 
gi•e ue the same ratio or employment to total population 
over 14 years or age aa 1n 1918, we et111 have the labor 
supply with which to expand total income aubatanti.ally 
until the armed rorcea gr6atly increase their claim on 
the available labor eupply. 

b , For peace- time. During peace, we prefer to take a 
much larger part or our income in lelaura than during 
war, and therarore 1918 employment ratios are leas 
releYant to measuring our peace-time income potential 
than are 1929 ratios. But, abould 1945 be a year or 
peace and abould we then haYe the aame ratio ot employ­
ment to population •• in 1929, we would ha•• about 
58- 1/2 JD.lllion pereone employed. Bnn aeauaing no in­
cru.ee in labor produet1Yity, our national income would 
be well above $100 billion, in pre- war pr1cee. 

8 . With a national income or $100 billion, we aigbt coneuae 
ae IIUoh al t80 billion - - giYen a conliderable war- time "back­
log• or demand. Public and priYate in•eatment would account 
tor the other $20 billion. In the immediate poet-war period 
private inveetment III&Y be nry aubetant1al. But ebould pr1Yate 
inYeetment alaolcen, national income could be euetained only by 
(a) public inveatment or (b) public meaaur ea to redis tribute 
income in ra• or or coneumption. 
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Advitun Ht:NR\' S. O tl"'iNbnlrf 

Buttmuv R.u-wa. 
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Difffth .. CttAai.T'\ W F.1t0r 

Thi~ J)il lnphl~t l' the: xcond in a ~ries i.'tued by the 
National Rco110urt:C"S Pl.mnin1( Board on problem) and 
plnnnins h1 . the Post·War Ptriod. ~ first p:untlhltt 
"'Ji , Ajltt v~r~lf~IVI!nl? This stateu,ent on full CUI• 

plovmcnt wa' JlrCJl.'trOO fof' the 8o."rd b)' Dr. Alvin 1·1. 
llnn'fn, Litt:tut'r Prof~r of Ec::onomics, l-lt~rv;lrtl Unl· 
\'C I'~hy , nnd Special Economic Adviser 10 ahr 1\o.:u'(J of 
G(l\'('rllOf'll of the Federal Rellt"rve S)'litem. 

llr icw to firutl ,,n ,uin~. a prc:·r•rina edition wM drcu· 
ln1NI to mru tiM;I"J of t t~ fcdt-ral RC$Cn.'t' t\Jit,kJ and lfl :. 

~roup o! hu11h~mrn, cconomisu and l:tbOt kadtl'$ foe 
crnicU:m 1nd •u~11;ations. Ot. Hansen has made nuntff· 

out f'C'\-il:iont h.\ the text as a resuh o{ thr many hdJ.tul 
ronmloC'nU "'-'hich "'"t:IT rt"Cf:'ivtd. 1nr National R.-. 
'ft\tftts ll1.1tmi~ Bo.l.rd ~tc-ft1U)· ack~ kd~N thf 

·'"~t'l"tltt nltlK"'W' ('nlio, 
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AFTER THE WAR- FULL EMPLOYMENT 
lly Alvin H. HMscn 

WAR AND POST-WAR AIMS 

The immediruc nlm of Lhc An1erica n people is 10 prt· 
St"r\'C a nd S.lfCq'Uard poliLical rreedom. Bul a miliwry 
vic10ry for the democracies is not enough. If the 
,;c10rious dcmocracic• muddle through another decade 
of economic (rusu-.uion and mass unemploymem. ''c 
1nay expect social di.suuegration and. sooner or later . 
another intern:uional conAa~nuion. 

A positive program of post-\\ar economic c•p.•n.<ion 
and full employment, boldly conceived and vigorou<l)' 
pursued, is imperative. Dcrnocracics, if they arc goin~ 
tO lead the world Out of chaos and insecurity. lllll<l finn 
and fot·cmost oiTer their people opportunity, emplo)'­
mern, and a rising standard of living. 

THE EXPECTED POST -WAR SLUMP 

"Ole fact is that many people drc.•d to think of what is 
coming. Busint-ssrncJ,, wage-earners! white-collar l'lll­
ployces, professional pt'Oplc, farmers-all alike c•p<"<t 
and fear a ~l·war collapse. Demobilization of annir11., 
shm...(lowns in dcfcn~ indusTries. unemployment, dcfla· 
•ion, bankruptcy, hard times. &omc are hoping for a 
po>t-war boom. W~ ~o1 thai aft~r the first \\'orld War. 
Xot improbably we lll.l) l(ct it al(ain. If the war Ia<~ 
'<'"tral y~a .... , \\t> rna> ha,·e at the end of the: war su~t· 
cient accumulntrd shorta~er; in t('(idemial ho\NO~, tn 

durable con~umer'' goodo~i: ~uch :b automobiles~ and in 
the plant a nd equipment rcquirl-d 10 suppl> JX"t'ICC_'imc 
roa~umption demanch., to ghc u::, a vigorou~ pnvme 

• 

' 
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iMest:ment boom. I odeed, we need to be on the alrn 
to prevent a po8Sible post-war inflation. If in fact we 
do experience a strong post-war boom, there is, how­
ever, the gravest danger that it will lull us to sleep. 
Sooner or Inter such a boom will end in a depres,ion 
unless we are prepared. If appropriate action ;, taken' 
there u no ncce.1Sity for a post-war collap!C. ' 

Everywhere one hears it said that, when this war ;, 
ov.er, all countries, including our own, will be impover­
ished. This view is, however, not sustained l)y past 
experience. No country need be impoverished if i~S 

productive resou.rces (both capital and human) arc in­
tact. The productive resources of thU country will he 
on a considcra bly higher plane when thU war is over than 
ever before. A larger proportion of our population will 
he trained to perform skilled and semi-skilled jot.. We 
shall have enormous productive capa.cities in all the 
machine industries. • And in special consumers' durable 
industries, where plant and equipment may have become 
deficient by reason of the war, •ve shall be able very 
quickly, with our large basic machine-producing in­
dustries, to expand to meet the peace-time requiremen~S. 
We shall have, when the war i• over, the technical 
equipment, the trained and efficient labor, and the 
natural resources required to produce a sull8tantially 
higher real income for civilian needs than any ever 
achieved before in our ltistory. Whether or not we shall, 
in fact, achieve that level of income .,;u depend upon 
our intelligence and capacity for cooperative action. 

We have to make up our minds as a Nation that we will 
not pennit a post-war depression to overwhelm us. We 
do not have to take economic defeat after the military 
victory is won. We can, if we will, maintain business 
prosperity. We can su.tain a continuing demand for 
goods. We can keep industry going at high levels. We 
can maintain sub<!tantially full employment. We can 
achieve a society in which everyone capable of and will­
ing to work can find an opportunity to earn a living, to 

2 

make his contribution, to play his pan as a citizen or a 
progressive, demoer.atic ~try. 

An important gam Will, we may hope, be won from 
the defense program in the struggle to achieve and 10 
maintain full employmcnL We have every reason 10 
!'.<pctt the national income to rise to around SIOO billions, 
in terms of 1940 dollars. It will be much easier to mus­
ter support for a program to resist a decline from a high 
income level than it has been in recent years to win 
"pproval for an adequate program to raist income to 
full employment from a low level. But we must be 
,;gilant lest th.is gain slip from our grasp. If we let the 
income slide from I 00 to 90, 80, 70 billion dollars, we 
will have to make the old uphill fight all over again. 
We must deliberately set out to hold the new income 
level and to push it higher as rapidly as increasing pro­
ductivity ..;u permit. 

D£MOCaATIC Pl.AMM .. G FOa 
FULL EMPLOYMENT 

We do not want the Government to run the whole show. 
We do not want a totalitarian state. We want freedom 
of enterprise. We want freedom for collective bargain­
ing between employers ru>d employees. We want fr~e­
dom for cooperative action. We want freedom of chotec 
or occupation. 

If purchasing power is maintained at a high leve~, we 
need have no fears that private manufacturers, reta•lcrs, 
wholesalers, and farmers will not come forward and 
supply the market ..;th the goods demanded by. the 
public-a rich variety of goods at reasonable pn~. 
Private business can and will do the job of producuon. 
It is the responsibility or Government to do its part 10 
insure a sustained demand. We know from past. expe­
rience that private enterprue has done this for l~mued 
periods only. It has not been able to insure a con~nu~! 
and sustained demand. The ever-increasing gtganue 
powers or production or the modem industrial system, far 

3 
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-lbacu ...... m' ~ 
.. -.Luua 'il ':d &...!..,_-. s , ____...,. .,,,. ~ • • LJ IIDd 
Oovawt ...... lber--IIDm' ' _., c 4 
Olllpll IIDd ~ •d&ciendy eo PiOtide ..m..atlally 
lull cmploymeat. 

Wbeo lbe WU' il ova' lbc: ~· ~ j•lll 
~ m.: army, cloee down -- *toria, llop 
buildiag lhill'o and remove aU economic conlrOia. We 
want an orderly program m den!Obiliadoa and n>con­
ltruc:tion. 1be Govemmeot canaot acape responsi­
bility. To fulfill ita responsibility it oeeda tbe hearty 
c:oopo atioo m bnsinea, labor, Carmen, and the pro­
fe8sionl in lbe great wl< m deYdopiDg • Yisorous. ex-
pendios uc~ P*Oif>Ci<KD IOciety. · 

This we aU wa.ot, bu!-un privat~ en~ .curvi•~ 
IUCh a program? And haw about taxes IIDd the publi~ 
debt? 

A poeitive p·ernmental program 19okins tOWard full 
employment would greatly vitalize and invigara~privak 
enterprite. An expansionist program would permit 

poiva~ eoterprite to operate at high OUiput levels. 
There it plenty of work to do. We need improved 
manufacturing equtpmeot to produce more aod better 
goocb at lower prices. We need to carry on exteiUive 
research in the laboratories of our great private corpora­
tiona, in our universities, and in Government bureaw to 
create new products and develop new proc-.s. We 
need to rehabititate and modernize our transpOrtation 
system by land, water, and air. We nced continued 
advan« in the tccbniques of production, diotribution, and 
tratuportatJOn; 1ft &bon in all tb<we dements that enttr 
into a higher standard ol living. We need to rebuild 
America- urban redevelopment projects, rural rehabili­
tation, low-Qlat housing, expus highwaya, llmllinal 
facilities, electrification, 6ood control, reloratation 
Many public dcvelop<nmtal projec.u open fresh outlets 
for pnvate investment. We need a public health pro-
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graaa. iDcludinl , ., i of • s" eel f z I We 
~ a ,..lriOaa .... -.. We Deed - ' 1 • 
poovio'm for old .,.. We Deed .,._. d · *II 
standarda in ..... -t'a • o1 our ODiiillly. We-t 
a prcll!l'&m liD improve IUid exleDd ._ willaill aad 
recreational far:ilitiea. We oa:d "" eaaw ~ .. of 
the material IUid spiritual auourca of our AD.iaa 
way of life. We ba,., _,. bow it is poesible to mobilbe 
the productive capacities of the country for war. We 
can alto mobilize them for peace. Unda a prqrram of 
fuU employment new entiTpriscs would grpw 1,1p; old 
cnterpriacs would expand. Youth would lind oppor­
'!Jeity and 'tmplo~nt. 
). The notion that we cannot finance our own prod ~~(lo 
tion is quite without foundation. E""'Y oent <:xpc:ndccl, 
priva~ and public, bcco,.,es income for mcmbcn ol our 
own JOciety. Coats and income are just opposite tides of 
tbc same shidd. We can afford as high a standard of 
living as we are able to produce. We .,..,_ afford to 
waste our n:10UrCC1 m men and matctUI. We .,..,_ 
afford to we them inefficiently. But we .,..,_ afford 
idleness. The icllenct~ of the decade ol tbc thirties wu 
ruponsible for the loa of $200 biltions of inoame. The 
public expendinuu required tn rebuild America, to 
provide needtd eocial oervices, and to maintain full 
employment can be provided for out of tbc enormous 
income which the fuU utilization or our rich productive 
~Uaurces (ma~al and buman) makes pc>!lible. The 
costs of producting this income are merely paymentJ to 

ouroelves for the work done. There is not-tbcre cannoc 
be-any 6nancmg problem wbich is not manageable 
under a full employment IQCOIDC. From a $100 bilhoa 
inoame we can raiJe large taX revcouoa-luge enough 
to service any level ol debt likely to be reached and to 
mvu all other Go-.-emment outla,_,...d still retain 
for private expenditureS more than we had left in f~ 
yean under a S70 billion income with lower taXO. 

Taxes are m=ly one way of paying for social IICTViccs 

s 
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.... pablic! t . ............. I ''P''J __ ...._ luc 
itil-"0 par I ._..lmlilr.ela c 
ID liDuce .0 pablic • 'I ~·naa ._ IUa Whedl: 
WID llhould equal, fail 1bon ol, or e.- 7'IJ llituta 
IIIUII be dccfcled 8CIOOidius 10 o ,., · CUidilioaa. 

E_,wbere II il said, and can•~a~~dy reilenlled !hat 
we tm111 tipteD our belli and pay off our ~t 
drbt when peace mum&. When il i1 delirablc 10 pay 
off '*:' o( the _drbl? Cer:Wnly DOt when there il danl!t'l" 
o( an unpendmg depraaon. Under certain c:ond.itions 
it would be deoirable 10 do ao. Under other canditiCinS 
it would be quite unaound policy 1c retire the debt. 
Financial responsibility requires a filcaJ policy (includ­
ing govemlllaltal expenditures, loans, and taxa) Qe.. 
signed 10 promote ecooomic stability. It would be 
quite ltTCipODSible 10 cut expenditures, ~ taxta 

' and reduce the public debt in a period when the dfttt 
o( such a policy would be tO cauoe a drastic fall in the 
natioaal income Equally it would be 6nancia!Jy 
u nspoodible tO raise expenditures, lower taxes, and ;0 • 

~-the public debt when there is a tendency tOWatd 
an in8atiooary boom. 

A3sume that after the war tax money is available ror 
repayment o( the public debt. Some holden~ of bondJ 
receiving the repayment may wish to Jpend the proceed£, 
but moet will want tO reinvest. U new private invest­
ment in howing, factOries, and other projeell are ade­
quate tO abaorb thoe fundJ together with the amount 
normally saved £rom income, the procea o( debt retire­
ment will operate in a quite satUfactOry Whion. But of 
there arc: not enough bouoc:a. factOries, and other proj<eu 
being built, the Govemmcnt bas no reooune (if unem­
ployment and fall in natiooal income is 10 be aVOided) 
except 10 borrow the money back again and devote 11 to 

public improvement or other useful public pro.J<Cts. 
About 75 percent o( the public debt, direct and guaran­

teed, iJ held by i.Ntitutiom performing \Udul and IICCC$­

sary ICrvices which cannot be performed Without ade-
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quate ~ Aao1ber S perta~til bdd • lbe lana at 
~ Uniled Sca~~e~ SaviDp lloodL The illlli­
wtiODI u*ued tO iDdudr lbe axiaiiCCUrity IJ"UR fUDda, 
salling:l inotituliolll, educatioaal and cbarilable iaaitu­
tions, life i....-ance canpenics, and • "lh!Micial baob. 
For the rat-marketable ICCUrities beld by individuals 
and buoina~ firml-we should not forget !hat &nancial 
stability is fn:quenLiy encouraged by investment in gilt· 
edged Government bondll. This aspect wu straled by 
the fam<>U' Colwyn Committee in Eogl.and in iu report 
issued in 1927. Stated broadly, we sbould keep clearly 
in mind the fact that balanced against the tax<S required 
to cover interest cbarges an: the interest receipts of 
institutions and individuaiJ who own the bondll. ThUI 
the facu is £bat our public debt, owned as it is mamly 
by institutions performmg weful and necessary~ 
is no such burden on the community u is commonly 
suppooed. The taX fundJ oolleeted tO meet intttat 
~ arc: DOt l<»t. They an: paid right back asain, 
largely to institutions that benefit the community u a 
whole. At the wont, the taxes are ooll<eted from one 
group ol citizeru and paid out to another group-the 

bondholden1. 
The public debt is wmething very different from the 

private debt or an individual, An individual will alwaya 
improve hos ~W<:t po6ition if he is able to pay off a part of 
his debt. But a nation may make itself poor by repay· 
ment or public debt. Tbis is true because such repay· 
ment tends to cause deftation, depression, and unem­
ployment. It is a good thing 10 pay off a ~ ol the 
public debt if you want 10 check an CXCCSSJYC boom. 
It would be ruinow 10 pay olf the public debt i? a 
post-defense periO'J when unemployment was JprCadong. 

A public debt ontemally held baJ none al the essen~ 
earmarlcs o( the private debt ol an indi-:wual- A publoc 
debt is an instrument of public policy. It osameans !~con­
trol the magnitudeoithe national inoomeand,~c."nJ~nc­
tion with the tax •tructure, to alfect income distnbutoon. 
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oua OUINf IOIDI'II'l 
8 . By ra ,ca-oatput pawdalll •laecdua flour labor 

po!t!ntlal. What Ia lmpcw -· Ill .Judlinlthe labor 
dal Ia - the llUIIIIIa- lin ~ jied IICti>dy .:::; 
wort when the eea- - Wral iD March 1940 
What Ia lmponut Ia the Iabar patmtlal wlbch . 
musta'. • we can 

Two bench mara~ ...eel~ &om wbk:h 10 measu 
our Iabar patmtial: (1) the emporo-t readied at ~ 
peak flthe 1929 bocxD, ud (2) the employment reached 

~ at the peak flthe 1918 war effort. 

In the third quam.r ol 1929, 49.7 milliooa w~ em. 
ployed, or 56.7 percent oi the population, 14 yean of age 

and ~er- Applying this percent to the 1940 population 
In thU age group, we get a labor potential, based on our 
first bench marl<, o1 57 miUion worters. ~lion il 
however, nece!ll8t'Y· The age oi entrance for youtha t~ 
the labor nwket il now higher; the aged retirement fO<" 

aged P?IODS is ~; while, on the other side, the 
pt 0J10i non oi women to the labor lllliiUt is now greater 
Adjusting for lbele change~, u revealed in the ~ 

ldata, our labor potential il reduced 10 56 millions for 

1940. Half a million wiU be added annually 10 the • 1/C 
number through natural growth. ThUJ, the labot po- \. 
tential by 1942 will be 57 millions and by 1944, 58 mil· 
lioou-10 10 11 millions in excea d the averaged em. 
ployment o/1940. 

In 1918, 44 millions were employed in economic 
purauiu or in the military force, or 61 percent d the 

population, aged 14 and over. Applying this ratio 10 
th~ _1940 population, we get a labor polt!ntial d 61.5 
rrulboos. When adjusted for the factors enumerated 
above, we get a corr-ected labor potential, based on the 
1918_w_ar~on bench mark, d 59 millions Cor 1940, or 
12 milbons to excess d the averaged employment in that 
year. By 19~~ through natural growth, thia would 
become 61 mallioos, or 14 arullions in excess d the 1940 
employment. Over and above the labor potential, we 

, rl> 
i "' 

• 

•• 

can Ji,n "'-our rar-- ..,-icubunl F F ' ' 2 tD 3! 
sniJlioot without euo•• hi"'l upca ........... -.-, 
In additioo, it il eatimated that about I gMmCJD, -
engaged in more or lea uoelo:oo eelf-.plormeat jabl, 
would gladly turD 10 more remuneradve jobl iD lad-,. 
a.s employment opponunitiea develop. 
It may be coocluded that we may re&IOI>ably cqxct 

to have available for indualrial and military employment 
a tabor potential by 1943 or 1944 d 12 10 16 mi1lioa 
workers in -o( the·~ number employed iD 1940. 

This labor potential caDnoc sudclmly be put to 

work in ioduatty. E.xperienct, both in the United 
States and in Germany-the countries that expericnc:ed 
the most rapad expansion from the great depreaioo­

showa that the task ol retraining and fiuins large masses 
of labor into the productive proceu is a alow and diffi­

cult one. Even in a totalitarian country with iu powen 
o( regimentation and control it wu DO( pollible 10 

ina-eu: employment except at a fairly moderate rate· 
In no single yur, in the expansion from 1933 10 1939, 
was Germany, even with iu oompultory labor regula­
tions, able to aboorb more than 1.8 million worlten. 
With a population half the size d oun, thb would mean, 
in termt of our population, 3.6 milliona. And the aver­
age for the 4 beat years waa only 1.4 millions, or 2.8 
milliona in tenru of our population. In the best year of 
the boom in the twenties, we aboorbed only 3 million 

worken, and the average for the • best yean was ouly 
2 2 millioos. In the beat year d the recoverv d the 

thirties, we aboorbed only 2. 9 milliona and averaged in 
the 4 beat yean only 2.6 millions. We may. tJ;aus coo­
dude that an a~ aboorption o/3 to 3.5 maii!()D5 ~ 
a maximum aboorptioo d • millioos in a peak year 11 

prol)ably all that can humanly be achieved, esptri•11Y 
when account is taken of the poaibilitiea of transfer from 
agriculture and scl(--employment. On this balil we shall 
not reach our total potential employment for 10me tlllle 

even if we rapidly expand our military force . 
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Past cxpeaimcc; both ill America aad •·~ 
indica~a that output incr:rm poponiooally ~ 
rapidly thao employmcnL This is cruc fOI' che follo..mg 
IUJOCIS: (I) The leCular rise in labor productivity tends 
continuall~ to raile output <dative co eroploymmc, (2) 
plane, equtpmenc, aad ocher overhead Cacton are more 
fully utiliud u total employment increases, (3) in many 
fields, especially trade and the aervice industries, those 
already employed a~ occupied more . continuously 
throughout the worlu.og day u the oauooal income 
rues, aod ( 4) the expanding industries, which absorb 
~ueh of the additional l~bor, :'re "high productivity" 
uulustnes. Actual cxpenence m the United States in 
the boom ol the Twenties and the recovery of the 
Thirties, and in the German 'expansion stroogly suppe" 
this theoretical analysis. ln Germany, output iocreased 
more rapidly than employment •trai«ht throup until 
full employment was reached before the outbreak ol war. 
According to the American experience, the aboorption 
ol the petential supply of workers should enable us to in· 
crease our real income by S25 to S30 billions, in u:rms of 
I 940 prices. Thus, from the staodpeint of our labor 
petential, we could expect the income co rise from S76 
billions in 1940 to SIOO or S105 billions in 1943 or 1944 

• • • • . t assummg no mcrease m pr1ces. 
Miracles cannot be achieved overnight. The process 

of labor absorption and expansion of output takes time. 
In no year was Germany able to rai.oe her real income 
by more than 10 percent, and the average wu 9 pereent. 
Similarly in the recovery years ol the Thirties, the aver­
age increase in real income in the United States was 9 
percent. Applying a 10 percent increase per annum, 
we get the foUowing interesting figures for national 
income at 1940 prices: 

IN/-
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It is not improbable that che movement may be -
what more rapid an the early )'Cal'S aod tomewhat 
retarded in the later )'Can. We may be able to reach a 
real income (1940 prices) ol SIOO billions when our fuU 
labor pell:Dtial hu been realized. It is poaible that 
shortages ol basic metals and transportation may stop 
the expansion at S90 to S9S billions. But in the long 
run these shortages can be overcome. 

THE I'OST-WAa GAP 

In calendrp- year 1940, our national income wa. S76 
billions. Of this, about $65 billions was expended on 
consumption, around S8 billions on net capital forma· 
tion (over and above replacemc:ntcapital expeodirures)­
on plane, equipment, housing, inventor:y accumula· 
tion pu~ works, and net foreign ba1an<:e-and S3 
billi;_ on ~enJC. Our output petential by 1943 or 
1944 if metals and transportation shortages can be over· 
co~ is probably around SIOO to SIOS billions at 1940 
prices. Let us adopt as a model for iUustrative ~ 
SIOO billions as our minimum realiz:able goal. Assume 
that the 1940 per capita consumption level is reduced. 
(It was higher in 1941 , but 1942 will doubtless see .• 
sharp curtailment in automobile purchases and also 10 

the purchase or electrical equipment and other con· 
sumen' durables which encroach upen defense output.) 

Let us suppoee that consumption as a whole by 1943 
or 1944 will fall below the 1940 level. Assume that 
$55 billions of the Sl 00 billions would be spent on con· 
sumption. Considerably less than S8 billions per an~u~ 
would be adequate for net capital foananon. This .IJ 
true becan- of the S8 billions so spent in 1940, S2 bil· 

....., · Sl billion' for lions was for inventory accumulaoons, was • 
net foreign balance, while the net for housing and publ_•c 
works (over and above replacement) was a~t S3 ~ 
lions. We cannot continue to accumulate anventones, 
the foreign balance .,.;u heooeforth be financed (u~ 
Lenci-Lease) mainly from the war budget: while 
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• ; .... ,..._..1film [ ~.... "ably 
Wan! .... ft.e billa .... (wllidt • 

willa ..,.. t • 'I 611aw wuald tift ua 
tiS ~ rl ,_. c:apilal laniatic.) a.y lhua 

Jbe let dGwD u ~le far "" c:apilal rara.t~an. ~ 
" rl the plam aod equipmml financed frnm the F~ 
eral ~ bud~. (In p&lling, it may be IIOiid that 
only SH billions pao annum - expended on plant 
and equipment (net) in 1927-29.) ThUI, 140 biUiona 
would be available for ~ war. "Thill may be rqarded 
u a minimum. We may be compelled before Y;<e are 
through to expend half rl our income on the war dl'on. 
'The national income may thus be apportioned for 
illuatrati~ purpoees. as foUowr. ' 

Q.... , •••••••••••••••• •••••••••••••••••• •••••••••••••• ., 
"" ....... ...._.._ •••••••••••••• , ... ·• • . • . ................... 5 
w.~.....,_ .. ,....,., ·, _. , ...... ,-> .. , ..... ..o 

'1"uuaa ......... ~ • 0 0 o o 0 0 o o o o o o o • o 0 ,j.. 0 0 o to 0 0 o 0 o 0 o I o o o 100 

When the war is over and the 140 billioat tOr war 
i.t curtailed, we shall be confronted with a gap that ha.. 
to be filled by consumption and net capital formation if 
W<' are to maintain full employment. 

We have a.aumed that consumption would be held 
down to S55 billions during the war effort. It is not 
likely that this could be achieved without (I) the 
impolition o( heavy income and consumption taxes 
during the •war dfort, (2) pan1'fyment o( the incrultd 
WRI{e and salary bill in defc:me boodl (Keynes' plan), 
and (3) large voluntary ptii'ChMes of defmle bon4s. II 
~ enda can be achi~-ed tlwilfl the war pmod, the 
po;t-war relca.e of funds !bus diverted would hdp greatly 
to raise po;t·war coosumption and 10 fill part ol the gap 
from curtailment of war expenditureS. 

In the po;t-war period, the problem is how to 611 the 
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pp ld't -'- ~-::1 :·;-::'1:1::•~-= w ' I !.It • 
suP!"* the wp •• rl a F I -
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Thia model pre;upp-. that c:oosumptiou will have 
been lifted frqm 55 biUion clollan during tbe war period 
to 80 billion dollars in the transitional po;t·war period. 
lo the immediate polt·war transition, the ~- in 
consumption misfu come (I) partly &om tbe fuU eaah 
payment of wases and uJariea in lieu of tbe aooumec~ 
partial payment of wases and aaJaries in ddenoc fundt 
duridg the peak rl the war dfon; (2) partly tflnlusll the 
conversion of the accumulated ~ saving; into eaah 
by selling the defmlle boodl to banb or to individuals 
desiring to sa~ and the expenditure of such sums on 
durable consumrn' goods with respect to which, in all 
probability, a larse badtlotl' of ddicieoc:ics will have 
accumulated during the war period: (3) partly through 
an expansion of consumers' credit which we may assume 
will have been reduced to 111lall proportions during the 
war period; (4) partly through a sharp reduction of the 
taxes impoeed during the war period on liquor and 
10bacco, u,g~rher with the cornp~c abolition ol exciloa 

, on coruumc:n' durable. and luxury products; (5) partly 
through a ahift (etpeeially rn the middk and upper in· 
CIOI1Ie claaes) frnm the purclwe of defenoe bonds to 
enlarged consumption expcndiiWU. especially on dura­
ble goodl, and (6) partly t.hrousf> an eolaflcd prosratD 
ol Fedenl apcnditures on social welfare, includin~ 
family allowaMU; (ood atamp plan and other food sub­
sidies design«! to improve nutrition, including tchool 
luochel; sreatly ~ public health program; rcvioed 
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and expanded program for old age assistance and old 
age pensions; and Federal aid to education tO bring up 
the standards in backward areas. 

The model further assumes a considerable inauae in 
.ut capital fonnation from 5 tO 10 billion dollars per 
annum. Including replacement expenditures, gross cap-
ital formation would tbus amount to about 20 billion 
dollan. The net figure of I 0 billion doll an includes 
inventory accumulations, net investment (over and above 
replacemen t expenditures) in plant and equipment, and 
in residential, buildings and public works. All thcoe 
areas (except inventories) may have been starved during 
the defense and war period, and, accordingly, large 
shortages may have accumulated requiring greatly in­
creased capital outlays. Capital expenditures might 
well, for a year or two, rise to a level considerably above 
the figure indicated. After the last war a tremendous ' 
spurt occurred, lasting from the spring of 1919 to the 
middle of 1929, in investment in manufaciUring plant 
and equipment. 

The model further presupposes a figure of I 0 billion 
\dollars for military outlays, including post-war inter­
national loans financed by the RFC as an integral part 1 
of some sort of I m erna tiona! RFC set up tO engage in 
imernationa l lending and designed to facilitate the rc· 
habilitation and reconstruction of countries devastated by 
the war, and the expansion of investment in industrially 
backward countries, including Soutb America and China. 

Altosether the various factors enumerated above indi· 
cate the great possibilities for tbe expansion both of 
consumption and of private invesunent during the tran­
litional period. Indeed, the potentialities for expansion 
of consumption and private investment in tbe immediate 
post-defense period are sufficient to indicate the possi­
bility of a genuine and fairly prolonged post-war boom. 
The Federal Government should be prepared to play a 
balancing role, checking any temporary tendency toward 
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80 excessive boom, and, on the ocher hand, prepared 10 
go forward with large Federal expenditures on public 
improvement projecta to compensate for any strOng 
ceodeDCY tOWard deflation and depression. 

SHIFT TOWAaD A HIGH 
coHSUMPTIOM ICONOMY 

From tbe long-run standpoint, a persistently pursued 
policy to maintain full employment raises interesting 
questions witb respect to the effect of such a policy on 
(J) the distribution of income, and (2) the proportion of a 
full employment income which, it may be expected. 
would be expended on consumption. ln brief, it is 
reasonable to suppose that the ratio of consumption tO 
income in a full employment economy would aut~ 
matieally tend tO be higher than th~ ratio of consump­
tion 10 income at tbe peak of a boom in a violently 
l!ucruating economy. A full employment ecooocny 
would tend automatically toWard a distribution of in­
come favorable to high consumption. This affords 
ground for optimism with respect to the feasibility of a 
positive program designed to maintain full employment. 
Such a policy, if suocessfully pursued, tends to dev~op 
repercussions upon the distribution of income which 
rc.inforce the program to maintain ful l employment. 

That this is true can best be seen if we analyze the 
problem of corporate profits in a society coutin""!'Y 
operating at a full employment level. Peak prospenty 
profits have never in the past been realized for ~y 
considerable period of time. In a highly fluctuaung 
society such as we have known, normal profits arc JOillC 

sort of average of good times and bad times .. Thld, for 
example, in the period 1925-1940, the net ~ of 
corporations fluctuated very violently in relanoo tO ~e 
tOtal national income. In periods of high prospenty, 
the ratio of net income of corporations to the '?tal 
national income was high, while in periods of deprC581°0 • 
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despite a fall ~o the national income, the ratio d: the 
net corporate mcome to the total national income Wlll 
low. Over the entire 16-year period &om 192~ 
inclusive, the ~rate net income averaaed only 4.6 
pereeot of the nanonal income. It mould be remem. 
bered, moreover, that thU 11>-year period included 
many yean d: ICrious depreaioo, 10 that the average 
nation!'~ income Will relatively low. In other word3 corporate profits constituted only a low pen:eot of a small 
national income-small in comparison with the inoome 
poten~lly realizable. 

In a highly fluctuating society, corporate profits are 
high in good timea and exuandy low in bad timc:a, 
but the average rnll$t be adequate to motivate a profit 
economy aod insure iiS workability. If, however, it 
wen: p<mible I$) maintain continuously a ful.l-<:mploy. 
meot national income, it is obvious that corporate profits, 
representing the same pereeota.ge of national income as 
that averaaed over the cycle in the past, would yield an 
absolme profit figure far above the experience ot 1925-40. 
Yet such a pen:eotage continuously maintained would 
be much lower than the higb ratio oi profits to national 
income reached in a fluctuating society in the peak 
boomyean. • ( In a society operating at continuously full m~ploy­~ment, it is not probable that peak-prooperity profits 

1 (in 1925-29 approximately twice the average foe the 
1eotire period 1925-40) could indefinitely be maintained. 
In a fluctuating society such high profiiS are nec""""ry 
to offset the lOSS<$ oi the depression yean, bur it is 
unreaoonable to suppooe that profits of the magnitude 
of boom periods would be realized indefinitely in a full 
employment system. They would allll0$t certainly be 
eaten into, partly by competitive price decreases bene­
fiting consumers and partly by the pressure for higher 
wages which invariably occun in industries malting 
large proliiS. Either development would rend toward a 
more equal distribution of income than has prevailed 
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in the past U. ,_ /JfNU when full employment was 
reached. Thil iJ true becaotse or the relative decline in 
the ratio ol business profits to the national income 111 filii 
tmfiiiiJmml /ntis. Yet, if a full employment income wen: 
continuously maintained, the ratio of businm profits to 
natiooal iiiCI)IIIe over the whole cycle would probably be 
~ter than that experienced in the past, while the 
magnitude of business profits would be coouiderably 
~ter, owing partly to the higher average ratio, and 
partly to the higher average national income for the 
whole period. 

It must be n:cogni~, however, that there an: certain 
limitations on bow Car profits can be encroached upon, 
either through wage increases or price decreases, without 
encountering unfavocable ecooomic repercussions with 
n:spect to the or»t·pricc nructun:. Wage increases and 
price reduction are likely to cut across all firms in an 
industry, whether they make profits or not: and wage 
increases an: likely to spread even to industries which 
are not making abnormally large profiu. Thus, the 
process ol encroachment upon boom-time profits through 
wage iooreases and price reduction, if carried 100 far, may 
disrupt the appropriate balance in the 008t·price •ystem. 

Redistribution oi inoome through 1""11',..;'-e indi· 
vidual and corporate income taxes is less disruptive ?f( 
these relations for the reason that such raxes apply on~~1 
where the profiiS and income actually emerge. They do 
nor effect the high-cost industries which make no profit. 
As already indicated. there are limitations upon the 
process or redistribution ol income through the methodJ 
of wage iocrea5el and price reduction. These methods 
are fea~ible up to a certain point, but the point lJ fixed 
by the requirements of COlt-price balance. . 

Consumption can, nevertheless, be very matenally 
raised through wage and price adjustments in a .tOCiety 
continuously maintaining full employment. There 
would still remain, by reason ot continu?"' capactty 
output, adequate profita to sustain and motwate pnvate 
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en~ betRr profia tbllll ~ expttiulad 
011 cbe •verase a. a higbly fluc:tuat~as -'ety. 

Such a lhift ewolving gradu8IJy oouJd add -..a~ 
billiooa ol dollus per annum tO OOiiiUiDption ezpendi­
biru at full employment levels. In addition, continuing 
Improvement in labor prod:.octivity u a result o1 tech­
nical piogt- would make possible progrcaive wage 
increaJeS without encroachlng on the ncce.ary profits 
required to motivate a private enterprise economy. 

In a later post-war period, following the tranaitional 
readjuounent, we may assume a gradually iocrea.ting 
national income. In te.-ms of 1940 pricea, 95 tO 100 
billion dollan of national income by 1943 or 1944 
appear, as indicated above, to be feasible. Accordingly, 
it should not be unrea.onable to suppoee lhat by ~n 
ol (I) inaeascd productivity aod (2) population growlh, 
llh; nat.ional income might rue to around 110 biJJion 
~an by 1950. 

'Jhe components of such a national income, form.,. 
trative purpoees, might be set down u shown in the 
~gtable: 

C..jtfNmls of uh·fli4J i~~Um~, IIJ!i() IJJt... 
O...Umpdoe . • ".. . •... .. . . ...•.••.••.•.••.• ". " •.••• ".. • 190 
Ntt ca,phaJ lonnatlon (inc:ludiot public! baprowmrnc.. p~;~btic bol.lllftl, 

and ln,cmalloc!.al R.FC). . • • . • • • • • • • • • • • • • • • • • • • • • • •• , •• , ••• , , • , 15 
Dck.-IC., • • ... ,,,,.,,,,, ,,,, ,,, ... • .•.. ••••••• .,,, ,, , , , , o,,, , ,, , S 

Tocal •• , • , •• , , .... • , , , , •• , , , , ••••.•••••••. , •. , . , , . , ••• , •••• '110 

CONCLUSIONS WITH IIUNCT TO POLICY 
Obviously, the ioeome models set down above can 

have no validity as statistical fOtCCaslS. They are useful, 
i! at all, only as aids tO analyzis aod formulation ci 
policy. They suggest certain oonclusiooa. 

Fint, with respect tO the war period, the following 
policies are indicated: 

( I ) High c::orpotate-income aod c:xccss-profits taxes. 
(2) Sharply progressive ~tate taxes. 
(3) Broadening of individual income-taX base togtther 

with !ltcply graduated SUrtaX rat~. 
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(4) ShatP iua = ill -=in ...... 00 (! dilica 
~petinl with the war ..-011-. 

(5) Part payomat ol ..... and saJaria in cldenee 
tJonds. 

(6) Qualitativelhift in cbec:ompouentsoiCOiliUIDp(ioo. 
Second, with respect to the poll-war period, the 

following policies are aaggatcd: 
(1) Retention ol progteaive (graduated) tax suuo­

tu~ and broadened tax buc, with major emphasis on 
the individual income taX and lea reliance on the cor­
porate income we. 

(2) Sharp reduction in defense consumption taxes. 
(3) Adequate plans by private enterprise for private­

investment projecll in manufacturing plant and equip­
ment, in railroads, public utilities. and housing. 

(4) Adequate program of public-imJ>l"O'-etnent projects 
inc:Judiog a nation-wide development of national re­
souroes, expretl highways. urban redevelopment (in>-olv­
ing among other thi"8' outlays in ~I facilities 
and reorganization ol urban uansportanon), and a 
reorganized public housing program (including the 
setting up of a Houoiog Research Laboratory designed 
10 reduce construction COlliS and thus enlarge the tcope 
or private housing construction). . 

(S) Expansion of public-welfare expendlluret-Fed­
eral aid 10 education, public health, old-age pensio111 
and family allowances. This involves partly an ex­
panded program, and partly a means of reducing State 
and local property and consumption taxes, thereby 
stimulating private consumption expenditureS. . 

(6) International collaboration to pursue: mternal 
policies designed tO promote active employmmt; . 10 

explore developmental projects in backward countn<S; 
and 10 implement ways and means to open outkts for 
foreig!l investment, promote world trade and the effec­
ti•-e world-wide tue of productive reoources. 
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hom: Born 

edernl Reaerve Bank of Uev York 

i 6 

I n order to proportio~te bettor our holdi o,;o of gold 

IUid i n h en we bog yo~> to oansllrl< tor our opec iel osn>arke<l 

£Ol d account with you spproxi03toly ~20,000,000 fine go!d 

debiting oou1Yelent to t h• acco~>nt of our Zurich office 

•el~to todq Stop Plea.ao cable dot l\lll bot h parties . 

(Sgd. ) l!tu~quo llntionnlo S~tieao 
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( ... ecel •ed bl' t elephone from ::'ederl\1 Reae"e Eank of :·ev ! orl!, ll. Y. 
11:15 a .m., ? ebruary 27 , 1942) 
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FEb 2 7 1942 

~ .... llr. Seen\U'Jt 

,.,_ \lrl to u.., I haw loHa d.la\urbed • \be 

po .. 1~V \loa\ \Ita .......,.. a11011\ at.\eap\ to .-ow \Ita 

&old •1e1a \be¥ - --•"1¥ boU a\ ~-· rur 

poral~ti}' 11 pu-UnlarlT ......U.C - - \~>ere are 

ni...,.., ot lrl""r'"'l.J' rVa1M4 rala\lou be­

,_ 11114 \Ita QaiW 11&\lou- \be ,,, .. \loa ot '""'ob 

...s..n- "' u. .u1r 1a u. lied!",.._ ....s - rar 

E&n. 

u ,..,. ara ...... , \Ita &ol4 u ll&r\1aiq.,. bar nnv 

- _...... llir Qai~ S\a\al ottt ..... , &1111 MU..\&1 

of 1 \a ftl• .....,. 111r -nl \aNI ot .Ullou ot clollara. 

'Ibeft 11 ... <Unr\ pu-Ueip&U.. llir llJll\ad S\a\ao otf10U'II 

lo ~~ tAll &ol4 aJOII lo -trollloa H r ....,_,, 

I WI)' ...... bope \M\ .J'OII 11111 t llol U. poN~, 

111\ltala\ -*tbc o~ ro•idera\laAa or tonoi&Ja 

poll.,, to ......_ \a loaw \1M &ol4 a t lo.Al1.1Diq1101 a i&/le<l 

\a auu \rJa 1\a _, ftl,.,., 1D4 \lorA to haft Ul>l.tH 

S\a\aa etCiren prrUiipe\a lo ~ u , to .. .,.,. 

\hat. 1\ 11 ... " .......... 

""-abla, 
'Ibe Seen\U'J ot 6\r\&1 

-t.c\oll, o. c. 
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Treuur7 Depa.rt.een~ 

Divi s i on or llonetar7 Bosearch2S5 

Da toJ!.~~::r. __ ~~!-.. ~~9. ......... 19 

secre.ary ~orgenthau 

•·r. 'i't'hit.e 

SubjEC~ : .J~rtl nique - Gol d 

.r. ~irer t hO\ldht that it 1r0uld be des! roble, 
~f>re •••"'i''O a letter t o the Secreta!-y of Sute, 
:t.a• 1 t.nl~ this utter over 'ldt.h a hi6h ofticer 

•oe State !JeJ art1110nt . I a ccordingl y called 
usi.«<nt Secretary llcrle . llr. 3erle indicated 
v..~ he also had been troubled about. the position 
o! t.!:e :rtnch bol d at l.:artinic;ue and that it •ould 
l>e ~elr ful if a let tor wero sent to t.he Secret.ary 
c! .3~te 0) t.he Secret.ary of t.he Treasury on this 
~uest.ion. 

H.D.it. 

liB. WHITE 
Branch 2058 - 2141 
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TREASURY DEPARTMENT 256 

IN T ER OFFICE COMMU NICA TION 

oAn February 23, 19112 

TO ~ecre tary llorgenths.u 

FAOM : :· . ',',111 t e 

;lub.)cot : Control ove r French Gold a t Ma r tinique 

In v!. cw of the possi bility of increasingly stra ined r eb-
1:1onr bP twet>n the United l:ationr and the Vichy French, preo!.pi­
t•tcd by suer i nci dents a s t he s uppl ying or the ~a from 
:'un!.ei , it ""y be desirable now to he ve ott1cers of the Uni t ed 
~t•tes measure t ne Frencn ~ld at lfa rt!.n fiiue anr~steps-fo 
~8iure-~tn1s gol o. is no removed 7r0arour control. 

It !.s true that th is question is pri~rily e State 
~e9•rt .ent, r a ther than a Treasury, r esponsib!.l!.ty . ~owever, 
s1nce it !. s ~ld tha t i s involved, e nd el~ce the gold 1s 
loc~ted in this h em!.sohere, the public is certain to olaoe 
t"·e Tref sury so::~ewhat if we should •·rke up one dey end f !. nd 
t .: t the gold i s gone . If th e Str.te Departuten t bel!.eves t ha t 
,..,~sons o r high pol!.c y prevent the measuremen t and controTO? 
tii~a t.Qr<I,-e:~ey should oe-meue"To'l:i£ onrecorCI"TcltiiTseffec t 
£~~r.\ 'ncquitu961' a ll f u rtfier responslbTI'Ity lrlthTs!iiii«!>r.-

If you agree, with t he oos!.tion e t a t ed above , I suggest 
~ ~ you send t ne a tta ch ed lette r to Secreta ry Hull. 

H1sto~y of t he Ceae 

' . During J une or J uly 19l;o, gol d arriv£d a t . ..er tln1que 
ni ch ~ne re~orted by ~r. Coch ran to be ~orth -bout ~2E5, CGO , COO. 

? • In :lovembe r 191;o, ... drhl.ral Gree:~abde was a s sured by the 
f'rench Com.':land1ng Admira l et , Rr tini (lcte trA t none o r th is E,Old 

been sh i pped from •:e,. tlnl que and none ..-ou ld be. 

In J a nua ry 19111, the French Embseay pr opo sed tha t they 
us ne r t of the geld i n l~ertlnique f or t r ee dolla rs t o be 
to nuroh,se supp l ies f or llortn Afrl.c t<. 

4. on December II, 19111, the A•n~r1oll n Consul i, Martinique 
Vis ited vaults a nd s ew t hE' re boxes ¥hioh "e ..-as tol d contsln8d 
;>"'ld t o an ap<>r ox1 -na te we i gl: t of 251 mPtr1c t one .900 ttne 
\Vhloh 'oul d be worth about S2S5 :nUllon) • 

• 
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D1Y1e1on ot Vonet&rJ 
Reeearoh 

5· On Deoeaber 17, 1941, Ada1ral Robert gan tile UhHed Statee 
ooneul auuranoe !!! wr1t1ng that the gold wae eUll 1ntaot. 

6. On Januar)' 16, 1942, the State Departaent 1netruoted me 
United State• Ooneul at Mart1n1~ue, at h11 d1eoret1on, t o re­
quut the rreooh ott1o1ale 1n llart1o1~ue to open the boxee 
alleged to oonta1o gold tor h11 1nepeot1on. 

7. On Februar7 11, 1942, the United Statu Oooeul at Martinique 
r.pl1ed that a re~ueet to open the gold boxee would be h1gj;ll.7 
1nadY1eable beoauee 1t would be etrongl7 reeented. 
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Febr uary lJ, 1942 . 

:JE:.!ORl'JIDU'..I FOR 

THE SECRETARY IJF THE TRk~URY 

FOR !JUR I,/FOIGA'£10!1 

F. !J , R. 

' 
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February 11 • 194.2 

§TlllCTJ.T COIIFI I>OTUL 

liJ tear Xr. Pr .. Uoat1 

l<otanaoo lo aa4e to rour •-rutwa or 

Fo~rYart 9, 1942, tran .. lttlac a letter .. 4 lto 

eeolo•~•• rroe tbe Seorotarr or tbo TroeeurJ, 

4a\e.S Te~ruart 6, 1942, rolo\lq to tbe oaaUa~~e4 

ohlpaont or ~old tram rrencb Korth 4trloa to o.r­

uar. 
To. wlll ro .. ll that • arloue eblpaeate a••• 

t ekoa plaoo o••r s per104 or aOTe \ baa • rear ec4 

la tbe poet •• baYe 1a~loeto4 to tbe Jreceh O..era­

aent ov oppoel\loll to ••••• nlpanu u4 llAn traao­

altto4 protoote troa tao ! elcl••• lo r ecar4 to tao 

ao.eaellt o r th~lr tol4. 

t ..,. .. ~et lt woW.II be 4 .. 1rable to atop, 1a 

eo tor •• poao1blo, tbe 4oll•err or t blo C014 to cor-

Tile ,.....Ueat, 

fto ftltO IIOUH. 
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TREASURY DEPARTMENT 261 

INTER-oFFICE COMMU N ICA TION 

OATC P•bruory 27, 1942 

ro ~ecre~ery Lorgen~.a~u 

t.r • ..,.lflt.ri ch 

• ~~1 • t~red ct9rl1nb trane~tiona of th~ rep~~~nu b!~:e were ae follows: 

Sold to comner~i~ ~~nccrn1 
Purcanaed !~o~ c~~~rc1&l concern• 

"':.e C.Jilt.n -,eeo !lOYed off to an ?f!ered ~uotction o! 1/b.;, :pr~i~, e .s e.gr.1nat. 
" ~, : tst,.:- .q :.I'O J/}2=_- a 1r.-ee:.L a,eo . 

I-.e!'· Yor.t, closine; ~o~~tions for t.t..e tort1cn cu-r•ncies !!&teQ. ~ .. l,Y. ver~ 
I !':>11~\ol: 

Cenedit.n ~ollo.: 
,\ro;e"tio • _ . • oc (free) 
~rn•11icn m11re1o (free) 
Colo:~bian p.eso 
Uer-.icen peeo 
Uru;~taya.n _;;eao (free) 
\'enezu.elc.n bolivu 

11-1/~~ nlacount 
. 2}o5 
-05lb 
· 5775 
. ZCo5 
· ?275 
-271>0 

1e aol d Ql9 .~~. ooo in g:ola. to t.16 .>W1ae l:at1oh4l ;&a.A: ru~C. $) , 000 , 000 in col~ 
t, ~ .~ j~ ot Vene:ueln . These aQounta vere ad~t~ to the ter~<~d £Ccounta of tr.t 

.. U::f CS.."\.t~. 

?olloYi~ t.he GOld tt:.les ::en~1onet CDO•t- Yt r t!)ltuiao.el tLe Sto01lit&t1oa 
.:- 1 t ._ole. o:.luce oy pu.rcM.til\i" ~15, 500, 000 ln &ole !rca toe !:--ener al l"luc. t.:..rout,;.l. 

f - '"" "!(r• .:.aaey Vffice. 

':t.e ':rtntur;.." • purch~se ;-rice for t'ort1l.U tilv~r ~·es u.oc~l£Jlbte e.t 35¢. ~rnd,y 
t~. . .~ •• ~f'r::lt..n • ,. atttl111@nt ? rice for fore1&n tilver we.a t.lao unch~ed et 35-1/81. 

~·e ottcit no purehraea of 51lver t.oday . 
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PERSONAL AND SECRET 

Dear wr . Secretary, 

262 

BRITISB EMBASSY 
WASHINGTON. D.C. 

27th February , 1942. 

I enclose herein for 

your personal and secret infonnat ion a copy 

of the latest report received from London 

on the military situation. 

llelieve we , 

Dear ~r . Secre t ary , 

The Honourable 

Henry ~orgenthau, J r., 

United States Treasury, 

Washington , D. C. 

Very sincere l y yours , 

Regraded Unclassified



1. ~ 

Copy No, ..f..£ 
llRIT!SH HOST SIX:RET 

(u.s . SJX:RET) 

lilt.,...Uon reedvecl up t.o 7 A, M,, :!6t.h Pot1N&r7, 1942. 

263 

llurin6 air attacks on l'All.ro!C PR!lllt IWIIIOUR (JAVA) on 24t.h and 25t.h 

or.e ot H. M. Shipe wn.a dightl,y d.ozlaged by near aiaHI o.nd another el.ltt•rod 10110 

eh:rualt.ios. 22nd. A Dutoh otet.UDer (6, 500 tons ) And a tul.l Brlt1.1h ate.u.er were 

I!W.k ott TO'lRU'K. 24th. A Pnn.."\manlan s teamer (4,500 tons) at.ruck a aine orr NEil 

C,,IEDO~'IA Md N.a l:tGn beached. 

2. ~ [!, l!!J!X 
loii!lA· Durin6 nil;ht 2Jrd/ 24t.h a South Ah'lcan petrol intllotecl 25 

... uualt.iet on t.hl enuor about 6 aUoa southeast or 'DIDJI vit.h<)tt •uttortng 411T 

:o,..,.ltl... 2Sth. S&rd 1!~<-:-as b.u;:»erod Ul operation.. 

l!l!l!!!~ · FUrthar reports indicata that on 22nd Fobt\w'y 49 l!rigecle 

• ..v.hod the BrJ.dc"'heed Gt t:tu.lt.Wi on t.te SIT!JJC R.n"Ul whJ.lat. t.he reMinder or 

:th ilion nn 12 aile~ ~ther eat't . Hea.vy at.tacka HH acd:t on tbe Bridtthc •~;. 

¢M JAponoae Divieion o.n.i acc:.e penetro.t1on wa.a aa.de AnotMr dlviaion attaekc. ' 

.:.."' trooptl tu.rt.her east. We , however, remained in oontrol or the 91-idsehead an'l 

.: .)Ughout tha n18ht a number of t-roop3 trOJfl the for"ard ATOt wor o pascod throueh . \ 

;~ !'lret. light on 2)rd the !!ridg:et.ead we:s abandoned and the bridgo blown t.o avoic!. 

H tdl1rt,S into enem;y M.ncJs. Somo of the unita l ett eut or the river were kn:nrn 

"' be Intact on 21.t.h and 1t Is hoped that -tiea will be oblo to tight t.helr we,y 

Jt. &rd erou tho SI"i'TA!C by ferry t'urt.her nort.b. 

, ,. AiR t"Ff1UDOt§ 

!!!SJ'?j'l f1..2!![. :t;t. 's. ll.lr !".ig.'lt.ers daDip:t a dred.$C:r ani a 1~000 

ln aereM.nt YtN•l at ZEEBRLtiGt,. <:."th/21>th. 1.:L ail'cr&tt Hro Ant c~;t. l!L. 

rl·t~.tinc dock. 61; C,t1ll1cal (.c!nrles .:ere: a~ea (l;omt'AY) 21; Su· d"\ing 19; l .. e.•' 

t W PAR.IS/LILl£, )J ) or "nr a.ircr.rl"t t~.re aiaai.ns. 

~· 2;Jrd/24t.h, nellingtons dr<Yt>l*l 2) t.ono or -b• ot llARTUBA 

arw:t D!JtNA landlng grounds whleh wor o Ulum.lnAted by fla.rea t'roa naval Albacores . 

2 ~ollingtoM are ml .. ill(! , 24th/25th, '1ellin6tono ottockocl ohlpplll(! In 'I'RIPOU 

! L) HARBOUR, buratt boir'l& obJ.Ol"Ved o n Spanish QuAy llncS at. the baae or t.ho molD. 

!W.I4• 2/.t.h and night 24th/25th. Enoey olroroft - bed t.ha island 

-~t e&UHd no daa&~•• 

~· 2~ and 2;Jrd. Bocben ottack'ld •- poal tlon.s l.n t.he 

.un:ro a nd smAKl areu ohLJ$t 1'1g)>tars c!ostro)'IICI an ._,. f!ihter and • recon­

nataaanct tJ.roratt. 2:5th. 8J,.e:nhe1.c:3 bccbod and aank t-o river at.ea.ars loaded 

•lt.h JapaneM troopo In tha SAlJIESII ESroARY. 
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UNITED STATES GovEANMEHT 

COORDINATOR OF INFORMATION 

WASHINGTON, 0. C, 

2G4 

February 27, 1942 

The Honorable Henry Moreent.hau , Jr. 
Secretary of t he Treasury 
Washington , D. C. 

Dear ~enry : 

The attached is e. summery taken from 

t he British PI'IE v;eekly directive. 

Sincerely, 

William J . !a}~~ 
Enclosure 

Regraded Unclassified



Strategy: 

a. Russia. Point out t !lat t llll Russians are 

still holding the initiative and in var1ous sectors 

are st ill attacking. Very costly German counter 

attacks have either f ail ed or made inconsiderable 

l ocal gains. In spite of great efforts , the Germans 

hove still not been eble to stabilize. Tho Russians 

confident t h&t they can reliPve Lenir.gred at an ebrl,y 

d~te , have reicl"orced ~evastopol end .. ercb and continue 

to at l.:lck on the central sector. There Is no info~tioo 

as to wbett~r the pincer ••st of Uoscow has pro~ssed. 

b. Libya. Keep to straight nP•s . For reasons not 

yPt clccr , RolllJ!lel has witr.lrawn his forcrs about fifteen 

~ ilea !~stead of att<cking positions runnin6 south of 

Gazala. 

c. Far East . Befor• l ong the count~r offens ive 

will begin end will continue unrPml ttiq;ly Wl th ever in­

CrP~s inL forces. ~erice end BritD!n, which bcve the 

_rpctut nevies and l W t.lPss N'sources for their expansion 

will inPVllab~· be victor ious. Jepr.n • ill lose her sea 

supr•:ecy, her lena forces, no.: d !spersPd on a ~erket.er 

of ~ore than six thousand miles , will be cut off from 

Jaran their only munitions supply base. 

Special note : 

a. The sucgestion has baen subrniLLod to the 

Executive Comm ittee t hst our propegande shoulC. repl,y to 

tl.e Cer-...an presentation of t he war os a worldwide struggle 

in which t he Axis ~~~s t~P str&teg!c ~dvL~tL&e bec~use 

J~ran ~~s gained sea su~re:eey in the .acif1c &r~ 1s 

eonsequ~ntly prep~ to str ike ov~r n v~r) wide srea in 
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8.11)' direction and becauae of the geographilC.,i-f>O&J..U.OIL_r 

of their sea and land forces. 

b. Although the comittee f uli1 appreciates 

the strategic possibilities of Japanese aea supre~cy, 

they believe it would be a great blunder to conform 

to the strategic picture as the German propagandists 

paint it. When and if the J apaneae impinge into the 

Western theatre by striking at our comunicat iona in 

the Persian Gulf and Red Sea, f or example, we will be 

forced to adai t that the balance of strategic advant.lge 

reate with eneJIO' powers and t.hat our position in the 

West is imperilled. This s1tuation haa not yet and 

may never arise. There is still a very f air chan~ 

that the British and American naval forces sent to 

the Far East will be able to create a major str~tegic 

diversion , particularl,y in view of the very wide dispersion 

of tbe Japanese forces. There is no question but that 

Japan will sooner or later lose ber sea supreCUIC.Y in 

tbe Pacific. Her whole war effort depends upon tbis 

aupN~~Scy. There is also a very fair chance that tbe Russ 

will gain further successes and that we will defeat 

Roauoel in Libya. As tbe German &J'IIiea will contain a large 

nuaber of war weary troops, there is also a fair chance 

that the Russians will foil the impending German Spring 

offensive. Moreover the Russ1ans heve had time to enlist 

fresh forces. 
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Propaganda policy. 

a . lYe shall c~e throu.gh the 1941-42 crisis 

as we did that of the summer of 1940 and as v:e survived 

the two geat crises of t he l ast ,.;ar in 1914-15 and 

winter and spring of 1917-18. • 

b. I f viewed in t his lig~t . t he recent changes 

in the government provide the answer to the inquisitive 

interest in our domestic nff&irs which the enecy has 

been manifesting. The British grasp tlwt t he situation 

is tightening rather than slackenin6. The public is alive 

to t he coming Ger man Sprin~ offensive end is solely 

ania:ated by a desire to meet and overcoo:e it. It has 

complete confidence t hat this can be done , knowing tbe 

illlll:ense strain t he Russian campaign has put up on Geraumy. 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE CO~~UNICATION 

Secretary Worgenthau 

llr. Kamarck 

268 

oAn F'ebruery 27 , 1942 

FAOM 

SubJect: Summary or Intellige nce R~oort s 

~or t he l Pat two months, there baa been an extensive 
• co~b ln~-out • or laborers ror t he &rmed roreea. Uen on 
l~8ve h~ve been sent back to t he Russian front: Thi s 
~ould indicate t hat the Germane have been forced to use 
~ome or t he reserves they were at~v ing t or the aor1ng 
offens i ve. German over-al l production baa or obably de­
creased due to the heavy mobili~ation for the army. War 
oroduction , however, may have increosed by civili an 
cons umption baing cut drastically. 

(C.O. I., Cable , Excerpts from U.K. Ministry of 
Economic Warfare Weekly Oigeot,F'ebruary 26, 

1942) 

Conditions in Eurooe 

Towards t he end of Jenuary , tile crl tical rood shortal!'e 
in France caused anti- Vichy demonatrationA in several 
tn• na in the unoccupied ~one. 

In Italy, the peasant s are reluc tant to del iver 
tnei r crops. Difficulties in orovlding ra tione i n the 
~rban are~s a re therefore resulting. In certain factories, 
tt, e workers have succeeded in gettln~ increases 1n rat i one 
by at r11ting. 

(C.O.I., Cable, Excerpt s from U.K. llinist. ry or 
Economic Warfare ~eekly Di «eat,Febru•rr ~6, 

1942) 
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Descriotion of the Avera2e German ~dio Listener 

(The following description or the average radio l i stener 
1n Ger many i s stated by C.O.l. to be b~eed on material 
~athered over a period or more than a year. ) 

The problems or day- to-day exis tenoe keep the everege 
German radio listener overwhelmingly absorbed. He has no 
interest i n ideologies. H~ has a personal respect for 
Hitler Rnd , on the whole, has faith 1n t he regime. 

He is l ees certain than he was six months a20 that 
Ge rmany ~ill win , but does not often thi nk Cor many ~ill 
lose . He has forebodings if he i s over ro~ty, and about 
one-half or the Gerrn&n audience is, because he remembers 
Amerlea ' a part in the last war. 

He rears most: 
nas lost so2eone or 
or those who have. 
E:11stern Front. 

occuoat1on or Germany by Russia. He 
may lose someone in Rueaia; or he knows 
He is appal l ed by the horrors or t he 

R~ther than fight to the deeth ror the brenk-uo o! 
t he British Emo1re, he would fAr r ather nrefer sn honorable 
end ne2at ieted peace w1th Britain now. 

He i s disillusioned and cynical, rather then b itter. 

(This desoriotion i s undoubtedly baaed on British 
,ources . It partiy sounds as though i t were not so much a 
oi cture or t he svers.ge Ger •aan listener AS he is, but AS 

the Nat1s want t he British to think he ie. Note, for 
example, the Wunich note struck or re,r or Russia and 
des i re f or •an honorable and negoti~ted nesce ~ith 3rits1n .• ) 

• 
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MID }19.1 !lo, 6\} 
Situatioo 8-11-41 

MID, W. D. 11:00 A,H, , Fe'bruar7 27, 1942, 

Sl'l'UA'l'Iotl I!EP9Rl' 

I , Paoific Theater, 

PhiliPPines: Oil the llataan Peninau.la the en~ Mo. Yith­
drevn to fixed poa1tiona one to eisl>t kilaoetere tram the acene ot 
recent fishtine, OUr forces han clrinn 1n the en~ screen and 
the ene=r reacted on the lett Yith light arti 11&l7 tire, On the 
risl>t, our p&trola continue t o push forvard v1th starp encounters 
at eeTere.l pointe , For the preeent, the OD8::i7 appears to haTe 
8i'fen up the attack, ~: llo 8J'OIIDd or air actiTit;r to 
report , Auetre.lae1.a: Auetre.lian ~ore atn&clt ~in at Re.baul, 
d.i'f& b<llth1ns Jap&nese ehlpa, ei~e and ll1Ut&l7 roaenationa, 
'Bis th•ee vera obaened, ~ted llationa airplanee attael<ed. Jap&nea.­
held. pointe in SUmtra, and Jap&neee ehippine. 

n . \/estern '!beater. 

British raiders attacked. tho llaz1 llaYal :Base at ltlel tor 
the aeoond. nisht 1n succession, Alr M1n1etr;r roporto that b18 1'1ree 
vera started. 111110118 d.oclcyard.e and eh1pbu1ld1ns vorlal, Tbree British 
planes tailed t o retum, 

III , !astern 'lbMter, 

Ba.rd. 1'1shtine continue& Yith the Russians cla1lll1ns further 
auceoeeea at stara;ra Rusaa , Germn R1Sh C(l!llll.nd. clailoa to han 
rapulaed Ruse ian a ttacl<B at So'fa8topol and in Kerch peninau.la. (A 
eituation m p Y111 not be ioaued t hi e date, ) 

IV, Middle Faatern 'IbM tar, 

Ground and. air e1tuaticmein North Africa re::llin """h•nsed, 

RESTRICTED 

/ 
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~ d e~r Xr. CbAin •uu 

~'he" aft one or t wo r.t0 1nt • whtcm Kr . :'l ~tll r .. t. 
" e"" no t ab oaah l y covered 1n hh h t t lloo._, r..11d v!ll eh 1 voul4 
1 t \r.a to _..~,.,.tre. 

272 

l mld~rot~•4 t h:.t t he Ulkler ~te"'"r.r .,..,\1\lnr' to 
t he ce~ltt .. ooae of t h• d lfflault l oe ~•r Yhl oh t ho ~~~our.r 

f l nenotd the rtrot World """ 1!1111 t he !'lr<>blt:::o Yhlell """ f • clnc 
the Tr.n fi:U_I"J Dept 1"'\ ntn t ft(W und v\ll co.nt.innfl. f or IOI'J4 u .@ \0 

~ ... l eoneur conrl tt.Aty vl tb Kr. Jel l '• tt~ tfta.n tt t n thle 
oonnect.lon e:nd I c.'-ft.no t urp t oo etronrl1 t~ft a.•rl01111 oo,«~ldt,.... 

U oft ..t \ eh oll<>'<'.d !>e t:l•on to t he l'l!o \IC8l artoh o f r • •r.r 
ser1ont nrobl~. 

f trst, l e\ e t tt\ a\ r •at once an t or all t hr t the 
f r• '"'li'Y Dsna.rt.r .-n.t. doet not attelt t o do r-.n,y oth•l" a,:e.ney1a ~1"\c. 

, . , • oeo H seek M¥ ~or.r vlll eh M1f btlon, t o •fl¥ o ther d~~ 
- •nt. or l"t"fn'ley . It. t l!lekt on11 t h t t~l~ •rith vt-l eh to do 1\t 

dn 111 vor1< . 

Ltk e t h e Ot n4ral ACeML.'\l l :u; f f'\ea , t~e ,. ,.., trl r t Je ­

flr> f't~•nt. \ s a. CT""' t.u,.. o t the Co~ r••• · h c.t rr\ tt on the 1'\u\o­

Uont l nooted Uf'OI\ l t b.Y tlt• Cof\ltres,. Md h r " •\ \rtJC\ b1 l a·, t o 
m.)ce An n.Ml.l.f'l re1'0rt on \ he 11\ " t ' ot t he ! ln. ncee. J,l )t t h• 

Go~•l"nl J.eoounU nc <•tflc• t he 'rreno' U')' "'"~'~"naent nN<•• l h """'" 
to the Con;tr•••· It. " lAo , l a l n ~!'Uten\ o! t h• o\ "-er .... ee'lUYe 
,- . ... , r t .tnt t . 

,o~.-\\ht :r by \eUt:r M r by \ r l \~tlon. do the f'J'OYhlOill 

o f ~•cutl•• Orier No. S5l? \ 111'\l nr.• tu~n tl-~ ft.U,horl\1' ••~ttJd. 1ft 
tho Cormtl'Olltr ~er"l br ootlon } ') of t he B•llltt•t """- .-.ceOWit­

tnr. Act . '!'he oni.e.- .. ,..el y nrovld.e~ t or " '1,)'1\.ttn or J'e"'IrU . .nt -

n 'lt. aeoountt.ac - ua ter ~<'htch e::teO".tU YI t~elet, l "'c-lu t nr e-n r­
"On t\ona ~l turol • '-' \ nff)m • Uorl for t.lt_. ''"" of' ~· 1 Hald,mt, 
t )l.e ? ra"".:U.,. j)r&Tt~~t•n\, ,.nd t'"• Ba,_,..,u of t }'!• audr et, lft CO'" 'rL.el.­

l n;; th• !lnrutc kl Affr lro of U.e CloY<orft!'Ant . "" It lo !otmd 
t ll t. l r.tor'Vl.t l on n .• ..,~ Wlrl~r •3t'"'"JtlYe l'l J'I' •r Jlo . 1')1"" h: no\ 
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""'4 '1.7 a:ftib J>le ln \ h o &eeoun\ l.ftt recol'l• \ he - uer h ,.._ 
l"'n od \0 1T'retonteUna ot t ho C...ral Aet>t>uatt nc or nce t or 
eo• aUorn\\on. In \ h h CON>Oc\101\ th•ro r re for oona\c!or dloll 
\ 110 1\lr\h • l' f n<:h l tlrot, lhA\ l nfo,.Uoa v\11 'bo n-ed f roa 
tl)tu·e~e ou\ ,td• t he boot.·• ot fltCcount , 1.\1\4 ttoon617, tron corf!O­
r . U ono a:n~ ...:ono leo not ou!>.Joct \ o la"tltl J nrhd\ cU on of t ho 
tJ-tn• M Ac,...ountinct Ottt ee. 

I ~ ... not\ eod I n reoo l nr, t t.o ~•'b•h on t hh H oa 1n 
~ \ t-< t Jf")U._8 of Jlr n ten\ :\tlYfJI t hat a 1:1"'e. t d 8f'l o t '-_,, at\ ._ wu 

• \ r. f"t t u on \ hfll r u t bo!"lty of t he Col~r t.roll•r 14-ntrM un,~1!tr t he 
D·u,,·,.t "n' CK"Olutt t n.t •.e t rtn 1 U. v,.• "'' l~ t h•t t.t•• T'rovl t\on• 
of l l • u o ll'•tlvo ord•r eon.fl l et •·H h l ho\ rtl\hor lt;r. In \hlr ~ ... 
b~t~ no ~ntion v&e nade of t~ ftD\ hor t ty of th• rret\d~~t or t h• 
Untt• J " t r lao nor of \ he r OI'lOJlll bl\ I t eo 11r>otod ul'(ln hh ll7 
t 'lo Conrno · ln t ho lhJAj;e\ Md """"'""t l nr. • c \. leU~· • ., • • .,.,. 
ref •r•l'\et r~- to ot her ;'l'OT1atont ot l rtV NleU n,; \o t~e .. o­
oount e nnd ,....- orta of the OoYe~-ent. 

Yh• ~,... ~ loa v .. • r t • el'\ - t"\\. l r • ly eM"''neo'l..f - t.h --t 
t blt" Y " beln,":" fol a t ttt1 \IT'On t .,e (roY •PN"'8"\\ a 114 OJTM l .. atlon.; 
t 'o t l t ov.l' •'-llca t e l h• vonc of tho .,ontrol l e•oun U nr Otrteo1 
t hnt t ho lnfora. t lo~ noedod I t nov - • ll •'bl o In t ho ~n·r.l o­
eount ln, o rneo or eoul~ b• eo~~nl\o.l \ hort v lth no or ll tU• a~dl­
tt on~'l •·r e nt e; nnd n-11 t.h \ 11 n•c• •••r.r 1fll tor , .. e r rf' .. l f': ..nt t .o 
1 ,."1'~ , n. o 1"'i1,r cotTN~Jllln,.~ the ~fn"'n Ttl _.""" to r11 l nt. \ n th,. untro,. 
lli'U~OUJ\t lft( ny~ t •n ttn~er1 b flll by t h4 ••n"r l o(>I"Olln\ln.g Of ( t ee. 
•.r·· 1 tuy ln nll rrr:.W"nett~ Md tl t.ho,,t. { 1 rot "'·rre•t~tul cont r e.­
dletlon t~ t nontt ot tlo"f'le t'IU 'f"'ilt loD• l1 t o·ln tt4• on f ct. , II':• a 
elo•• n._·~vsl • of t he alt ur t · on. O'lll ' rove. 

Anot her \..DT'Ort.q,nt r ol :!l\. vt\teh v • "f)t ... nunn'tC! ln t ,..• 
cle"' t , t a U .e O"-"'• ot ~Nt'RL U•~• o n t h 1\o v.r vh\ch 
:n r l"''.nt l.y VB.., OYI!.l'looked b7 Se M lOr ci'•U a.r ll\ t l a ref•T£C:. 
to •oc\loa J of i.x..,.tt-.o Cl'\er l'o. •')l• \NI lo Uo NJf renee to 
the \ ett lmoJV" o f the Co:wtle•ton.e r of tc~n"t" b•lore t~• "'ou~e 
A P'Offl'l ,.\ton~ Colal t \ M la t.ht f A-et t.ho t \ • r• •'•I'Y ~:"'<tl1t. 
b7 M:t or Con. recc, nov anln t t,l n• t l-fll eent r 1 ' ceountc or t.ht Go..,. 
en:.~~en\ relA'\lnt; t o t.he ne~lT'It a, a ~r ' r1.. '\loa~~' , r..n' e:r-... 1\d ttnr.-a 
ot 1 dr ar\'Y'~\3 f\ll4 e• t . bl t•'".r~ntt. ': \~ lP vltl b• t crmd l n 
Ti t le ') of \ he United "\r l~• r.,.r. , ··~ctlnn ~r • 

I t ,.. .... .., '" n c ,lted t h- , tt rt u ~ "' 1,e\ and \.cCfltustlat 
\ttv v n.._ M 11 &r r.ona\cler tlon ln 1"19. t n'() .,,. 1 ·~ 01'\"' o f t""• ro­
f!Otl"l• '1,.8 t n tNn""!ffl r t h t .. tunrUnn \.f) t l • G"n•nl ~ cc m.nt\nr. f · 
rtce . "'ft.nr c· r•f\11 oone \ t'e r r Uon, .. 01'\t .r"'"t fll ft et.•rf \n~ tlu t. t he 
b"'Okt'lllle'"l n.ft ud 1\tull \ln.. t'unf' t\ona "'} m\l" b• )f~\ •e-r.r- till! r-!1 \ ' • 

' u t v of keep~ \ho ,..n;rl neoounlt of t ho Go• •mnon\ "'" left 'br 
\ he r on;_."Teal 1n .. ~. !-noru.,. lft"'"' '" ,., • n\ . t t '\t f l'l!l. t lae \he 

Regraded Unclassified



• 
274 _,_ 

ee.-• 1en ta -. 7r u: ~ ...., ...., ., -.!~be 
.. ~ ..,.,.. ot u.. -•'P\• ... ,., .. u-.... ef....,..,.. 
e...... Ceat...,. .. - ...... La ......... Ceo,pee• t14 ... 
. ..... , ,,. ~ ..._ ... ,.. om .. " -. .. .-1 ...,.,.. .. "'' ,. __ ,, "" -· '· 

1M ao\laa \bao \Uoa ~ U.. Ceii(Cft .. lo 1921 vu ao\ 
oll17 ..,.... ta p l'lllel:ple \ ut to la ...., .... lluao~~~r vl\11 u.. sa. 
'"' of Oeltpeeo u aJ>Mtoe4 lo \be UUe ef "" Joaqo\ ""' ~ 
_,.,.. ...... ...-.IT ... :p ..... l 4e ... laA..-4•• ... u ot .... 
~llo -h. 1\ le allo la r .. oplUaa ef n. fact \M\ the 
auft"' fliWidal ......_._,of,,. a. •••.• , - -- ta .... 
~ ~· ef \be ..... _,, aa4 \ hat - •• -
la~l7 la\lrw11a vlU. \ be wilt of - rlrtttU'II u.. 
...... .... ..,....,..the JIUlle Ae'bt, """aUilalnorlac \be._._ 
,.., qe\aa. 1\ -· pel'fec\17 l dll \1 _._ t hat - .,. ... 
of n-lal ....Wot,...Uoa Oftl' a.. -.N ., - ._ .. 17 
etfoetho ll, u bu..._ -...w, u.. "-tal ••rt t 111 

the -·-• ol:o•U 'be ._ue4 \1 11111 " the ""'ll\ l'IC "CCIAA1 
ter n-1a1 latoiWlUoa- \o 4o l h wew, aoot of ""1• 
al....,q h vl\hlo \ho -.~ ... ef 1\e - ...u .. 

llliflft ot.el'IC 1 _., lUte \1 - • ..,.... II' M ...,., -.-w lle7J11reUaao. 41 I late,.... u.. '-" lo 1111 letter 
of r.a......,. 10, ·~· la .. .,_ .. "' . _ .. ...... u .. 150, • 
aaaber of ae-tlilc qe\- &1'1 110\ ...tor \ !11 JarlodloUaa of \be 
O...nl "-'i'll Oftl- 1 .... 1'\bel -, \belr tla.nelal ..,...._ 
&1'1 If 'l't\al -ft \1 \be f ......... Wft If U.. ,........,. ~"-\ 
AliA. -11'4111Cl7, n n 'b...,..\ vl\blo \be parnew of hee!lU.,. OrHr 
... 1512. hrthe-.. , lo new If "" a... ,. , ......... - ot 
\llllr l'bllea\lJao, \ho ...... ... llA~UUIM of ..... ac-loo Al'l 

of u Ill'& ta \ he nportlilc ef \be flMMlal oo!ldlUaa ot \be 0... 
.-\ .. le ,........., of \be l'fteU..t ll7 '"'l• 201 If U.. 
Jaqet ... --.u as J.ct. 

tl>e 4h\l.aeUoa .._. __ ,.., .,.. u4 flMMlal -'l'll 
- •• •'"".., ... S..\1 ..... 1\ 1&11 .. --"" '-"'F ot .... 
'"'-'7 ta 19) 5 \1 lUke a nport of operaUou ..... \he $), )00, 000, 000 
~U.. fll' •tlaaal _..,. ""',...u, wlllto (S..\1 Dae. llo, 
7\-~ .. e h\ _ .. _,. .......... ta ....... u ... vl\b ""n-
•W ... .....;e Ill .... I'IIIMII\a1 Col':pln\lou ...... ' - " .... .,., ... 
1,_, c~ , •n•e, lo\ _..., ... ._ .. a. ... ~uu .. 292 (76" a.. 
"'"'• )t -laa), \he...,.,.. -·r 8-\1 loaolaU• 150 11aW1J1c 
.._ ~ ta ..,_ ))01'\e .. '-" Do• '172 (76\b c~ •• ~ 
llnl•) • 1a Ullo .. -\lu l\ aq alii lle •f la\erM\ \o aote 
"'' - l4q 1, 19'tl, a.. .... ,... lot .... _ ..... .... l .. ,laa ... 
Tllall~ aa t he tleeft..., ef "'• ~to OIIIPlle ollollor n:per\1 

-• 
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---
e~ n .e.s ., • "•• • ........ ,._ ...., ,._ -. " 1e _.,... ... *' _.._ • \Ide •• tht'- 11M -. W Sa 
alt.,_ '-• l\ lw loU *' Ull 11' * .... ~ 
.adM X..Ulft e>-.. •• I!JlZ -u tw1ftU Ula ..... 

r.,. \1141 -'- of rwu -''MI la Ull -
tl4en.Uoa of \hto •\\er l !Ide ...,. VMer s-'--7 hll .. 
prep•" • _......_ cl'rtac • ..... 'Mle,cleel hltMIJ' ftlatbc te 
" '' flaaaebl rorporh of \be a... .... ,. • .. , of Vhl-" 1 • 
oaoloolftc ,.,...,ua.. 

la Cloelac. Xr , Chat.._• t ~t Uke \1 allwl•• tt l 
a:~. \1 - of \ h41 t lffl.-l\bo ""'-" '" ,_ t.a ..., .......... 
\be atfaln of \1\o Oal\et S\&\ew ~"17 "-* la 1919 vl\lo Ia­
....,._ .. n-w w.-uoa. la ,.... ..,.,,._ .. s-•\IIJ' 
of U.. hoawiJ' Mien \be Selol\ Wp\ "-1\\ew ,.. 1 -

...,., \he •t.at.~e.Ulo _,u .. • -- 11hle U\o ~ e1 \lit ,..,.....,. ... ~ \1 "- Ull ,._, .... Toa _.,_... 
\ llo f... '-"-' \be Seel'l'--7 of Ull .,_,. lllot .. '- pUe4 ao\ 

'>' ...,_"_ tualtbe4 ,, " '' ~·· "'' '>' lt.lt -
"-"""' ~ ao a ftal\ of 'JI'Ic"liiC \~1\hel' • Sallat\1 - ... 
of lt\\le fao\1 ...... f\csfta. • Tow. ftiJ ~ ~la\et oa\ \be\ 
• ta u.. • ......,.. •' \1\o .. , ... , n•=-.,. IIMI'I\IIJ' e~u.. 
'-•11'7 _, "- aa ettol\1,. • •'- of -••Uas ..- -
lteeplJIS.. " ............. \141¥ \hi'IQit> - o4YlOI '"-' th• a-
, ..... I'IJN\e4 \ho propolal \1 1\rlp \1141 T..,. • ...., of OJII of lh 

••• t.pon.\ \oolo of ••••• '' 

,,.,. •1-1111 , ...... 

lleMMll CAJ'\er Dlaao, 
Cllal-. ea.t\\11 oa ..,.,..,r~ .. uoae, 
Oal\et Ste\11 S .. \1, 
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WlJ. !'be 'lroa....,. otrqclo4 Ulroocb tile Vorlt Var wU~ 
la ... ~,. tlaanolal lato ... uoa , U 11M •lrtllal~ ao nrroat la­
fonaUoa wUil nopeot h o\UpUoao aa4 •-'' ... '" oa war ooa­
truh. 'rho oa\7 olaaoltlo4 4&\a ... ua'll1o to ~. 'lrootftr7 ...,., 

....... wpea .......... of t-• to 411-..lac •'"-•· !lleoo .. ,... • 

...... MAo oa WUT&ah h .... - t'lla lloOHhi'J' of \M !Fo.....,., ~ 
a'dllerbo4 tile .,.__ ot tile Valto4 Staho to plaoo oro41h la 
oMGIIlac ae-h at UolNrdac offleero . lefor& tile 'forlt War t'lla 
'llalaaoeo l a \IMeo aiiiMIIiiW! --h &ftncH a'-'t\ 6o IIIUU ... of 
4ollaro . Oa •-• ot tile _,.. .. ~ laeroaoo4 ell)loe'Uvoo of tiM 
_,. :porla4, wl>ld cro4aa1~ laoraa ... •Ul tllq ......... nor 2 
\lllloa 4ollaro a ... ,~. tile \a~o•• of 41o~ol-c ottlooro •••r~W~M 
nor 2 'lllUloao of 4olluo for a lollj!i :porlo4 of u ... 

!'be 'lroao&I'J' 1>o4 .. ...., of 4otonohlac tile rooooaoltloMoo 
of ~ol\loao tor a4naaoo at tab to 4lo~olac tCtleoro, ao4 \llo 
latonoaUoa - of UUlo ftl• to \be ,,., • ....,. la tlaoaol~~& \M ,.... , 

1!1SL •- at 1a.....,.,. n-•''" tatonoouoa ....,...._ 
lac a\Up\loao oa4 oo--'do, tile 'lrooftr7 'llanowo4 la 1'1' aoro 
t~ a \Ulloa &allaro \a •oaoo of Uo ro..,Ur••'" ... _.. \\oro 
- .. , at tllat UM a pro:por Ualooa ao4 a pi'OJ>OI' roponlac qot• 
la offMt. c. ... ...,..,~. tile 'lroa...., .,.a& ooro later••' \ll&a ., .. u 
lle•a 'llan ...... ...,. ~ ~oro 'llan awalla'lllo ..Soqaah tl...,.clal la-

fonoaUoa. 
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7-• 1917, 19U &M 1919. Olaaeltle& e~~J-"••• JriW k tM 
ftH&l,.., 1920- ... - -.£101• ......... ·- -... .. et 
vanaah h•- 'r tao. ........, or ,.,. tr.....,. 
~ 0. J .. 10, 1~. c..-.................. .... 

AooOO&aU .. Aet, 41rMU .. , ... ,.,._., ... , of t ... Ulllte& Staho to llt-
olu4o tot ... ~Ucet •.-11 f._la1 otat•nh aaf. uta u b lolo 
optaloa are aeoeoMr7 or .. otru1o la oner to -· -- 1D all 
pr .. Uoa'll1e htall tllo r•-lal ••'ltloa of \ba Qoyor-at" (u. 1. 
Co441, flUe }1, s.o. 11) . • l'v-t to tile h4cet aat Ae-u1141 
Aot, Proett•t llarttq h_, l•nthe Or4or llo. }57B, 4lneU• 
tbo , ..,...,..., or tile , .. ....., to tllr.ohll ,.,. hroaa or t11e -..s,.t 
fleaaolal leto..-Uoa f or 1Do1ul011 l ll \llo h4et. 

~ 1a 1927, ---or tile Ual\~oUoao of -41\ve 
4at a, tile Secro\..., of U.. ,......,. ,._.a .. \o4 U.. lloo4o et <rarlou 
4.,....\a,.h u4 eo\U1lo11Mah \o - ...,. .... t o tile ,.... • ..., De-
par\aeat ..... tlla - or eMil fhaal ,..,, ....... \lila _, et 
.....,....., -..u.aceo la tllo lloMo of , or to tlla -U of, 4l•-ot• 
offt .. ro .a4er -h ..,... ... - of ...,..oprlaUoa. 'rile ,..,.. •• of 
U•h a11aa«e h falq _,lal.aot la \llo - 1 .. .,. ... of ''- ,._.,...,. 
of tho freUV)' fer tho floaal ,..,. • ...., J•• }0. fllto eu'II1M tho 
froa1V7 Deputa .. t fer the flrot tlae, la \lila tlMal ,.., 1927, t o lloYO 
c1uottlM, 4atallo4 lafo,..uoa vUh roopMt to -"'"~•· (okool<o­
h.,.... 'llaeh) -·r llppi'Oprhtloa ...,..,, Oa ""' 1, 19}1, Prool4ea\ 
HoOYor h•""' llnftUn Or4or lo. 561~, ,....,..., to tile h4p\ o104 ..._ 
oouau., .\ot, ll&ldq thh prooo4aro ,.,....,., . 

WJL Oa Maroll 20, 19}}, Coqrooo puM4 \bo J:ooao., Act 
(l'a'llllo lo. 2, 7}4 Coqrooo), wltll a Ylw to re&utac pYor-ata1 
o:qooo4U•••· IIJ" tllo Uae lofotMUoa •• to U•• otatao of approprl· 
aUou .. rooolYM u .,,.. eo -·r "''" tllot l\ • • of UUlo YalM 
1a ••••nollltec ......... aa4 .,.., re&•Uou la • .,-uvoo oo'Ol.4 'lie -
...... Utt-• oat-rleo. MorMYOI"0 \llo p,...Uooo of tba nrleu 
• .,....,_ .. vttll r•opoot •• tllo •• _ ..... or ta.lr _.. .. , ..... .. 
Yarte& • cr-tlT tllat lt -• Ylr\Ml}T t..peool'lllo to .. , ....... ........, 
tllo re&'Mtleao .. au 11a ao4o vltll 1 ... , 11an1 •• tile pabUo eornoo. 
• - at \lolo •Uutl•, \bore .,.. oppU ... wl\11 oortala uoep\loae 
o.U ao la\ereo\ oa tbe pa'111h toM.Pa o\rallll\ 1~ r•-'•• lo 
caall wxpoa£U•••· Vltll a Ylev k 'llrl iiCiac *•' 'lienor """aletr .. 
\lYe ooct .. 1 o-.. eap•4ltvoo, ProolMat a oooOYelt '"""" .._u ... 
Or4ar lie. lil66 .. Juo 10, 19}3, ,.,._, to • •rpalu\lea Aet of 
Marob 3, 19}}, Ye o\lac .. \llerlt7 ta tao. Dlreotor of tile ~' \o 
""por\loa tlla approprla\loao of tllo oOYoral 4ep&r\aooh od oota'll­
l lollaeato . Oa Ja)T 27, 19}}, Preol4eat loooeYe1t lo.-.6 ... thor 
l:aeft\lYe Or441r, •· li226, proYlttiiC for aoatblJ repor\o of o-ll­
p Uoao . J.a a\t oep\ wao ao4o \o .,.,. ..... he nauolal loforeou .. 

-• 
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-'" \lllo.....,...,.. • ,.....s.u."" .... ter o\atfl.a,c lloo ,._ 
V7 la o..Ur to llrtac .._. alto,. appllcaUoao at ~ .,-..... 
C:OuoqVa\17, \MJ'O pw "P a _, 1MIII ot W\lloral\7 la \lie F,:· 
poFUDC or tl-lal lato .... toa . (htoa b-Uft Ord ... 1o 8512 
ot • ..,.,, 1}, 19'1<1, h 4eolpH \o oorroo\ Uah ooatlUoo.) ' 

.lSJ!i. On Oo\ow 10, 19)11, Prool4oa\ lloooO'IoU too ... 
l aoo•U•• 0F4 ... Ho . 6169, UrooU•c tlao nrlou co••r-a\o1 corpo­
raUoao \o - aoa\lall roporh \o tlao !Hooro\81'7 of tlae 'r•••VT ro­
prdl .. tlaolr tla ... oW aoaa41Uoa. '!'laeoo otat .. oah lao'IO laooa p•1>-
1hlao4 repla.rl7 olftco t bat u .. once a •oatil ta tile 1>a l17 5\ato ... a\ ....! 
ot tho Vatted ~tat oo ~roaoar, . 

~ Oa Harola 4 , 19}5, \bo Seaa\o p&ooo4 a rooolatloa 
( S. l!oo. 91) 1atro4..,.4 117 Soaator 171't, c.llloc oa tbo So01'0\V7 ot 
tbo 'frao.ouey toF tllw>el&l lafoi'IID\loa ooocoratac allooo\\oeo aa4 • .,. 
poa4ltvoo oa __ , ot ftJ'loDo proJooto o.•tlaorhod •d.oF tile IIPFo­
prlaUoa of $},}00, 000, 000 a•tborhH la u .. l aUosal I e4utrlal a.. 
•••&1'7 Ao\ , !Ia. hou'111'7 laat croa\ Utttftlt)' la -l)'tac .SUa tlao 
pFO'IhlOU 01' tlalo J'OOolatloa -... .... \lao prooodllroo Of tho 'larl OU 

- eloo wFo aot propul7 parH to hnlola t lao tato ... uoa oa a 
.. u.,. ........ 

$1oen17 tllenattor , oa April 11, 19)5. C.apooo paaood tllo 
! IOOI'COOOf Ra1lot Appropr1atloa Ao\ (Pa\llo ••oa1•tloa lo. 11 , 74tla 
Oo•CI'•••> -1&41 u approprla\loa ot ao\ to .. _, $ll,soo,ooo.ooo 
tor roll of aall wrlt Hllof. looauo of \be Utfloa1Uoo of olltalalec 
aiii'Poa\ tatol'll&tloa ..t\b reapoot h \111\prO'I\oao _,PV.'tllo wrlta pFocr ... 
\lao ProoUoa\ too,... u _tt.,. ord.o• oo lie.¥ 6, 1935, llo. 70}4, 41-
FOOtl&41 t ho 'froaMII')' Dapart110at to aalatala a qo\ ao of oooouto aH 
tlunol&l repone. Ouor \blo q at•, tor t lao f lrot Uoo la l>lo\oi'J, 
tatoreaUoa u to \lao trv.o ot•l•o ot \bo tuo4o ..,. a•alla'blo ..,,.., 
toa d.a7•· 'l'llo Proald.oat, tho S..J'O\DI'J of tile 1'roao-...,, ao4 tl» Dl ­
rootor of Uae ..,._ of tbo ....._, wro lato..H O'IOI'J ,.,. dqo, aot 
oal)' •• to oula .,,p .. d.lt..-u, nt a ho u t o tlao accralec Uallllltl01 

ot tho Oo•or .... al . 

~ Oa lao 27, 1939, \lao S~ato paooo4 Je oalaUoa l5!l. 
(76\la Ooapeoo, la\ s..-.a) caUl .. oa \lao Deerot-..., of tile ,......., 
to -. a r epar\ to t he lloa&h oa tho tl.unola1 oporoUooo • d ••­
UUoa ot ooela oorporaUoa tr• Uo laoeptloa l o u4 lacl..tl .. ••• 
}0, 19l9· !'blo to a '101 .. taoua r oper\ ao4 wao prlato4 ao Soaale 
Do._ .. , 172, 76\h C.~uo, }4 Soooloa, pvo..,.t to Soaato Eoao1aUoa 

2117. 
~ on Jul.)' 22, 19110, Souto Ro ooluU oe 292 -• adoph4 

(76tla r.oa crou, }t Sooaloa) r oqv.l.rln& tbnt tho 4ota reporh4 a4:;; 
Souto 1\ooolw.Uoa 150 lao llrollo(bt !iowa to dolto, • • of Jua }(), 19 • 

fth rapar\ -• aot pFtatod.. 
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Oa ..... , 1J, 1~. ,, .. , ... , ... _u h.- ..._, .. o,... • · 8512, "C'dr1 .. ,.,. ._.,..,. .r ,.,, '"--7 '" -.u. 
fl ... otal roporh Ia -"-" "'\II •lfol'll ,,..._.. '" '- .. ,.._ 
Uo!IH 11r \llo s..,....., of \llo ....._.,. .- ""'""' 'lllr ..._ .ot...... 
tor o r t ho llvoaa or \ llo ...,.,, 

U!t1L On """ 1, 1,..1, ........ IJri h\I'M- Ia , ...... ,. 
llooobUoa lo . 7}.(nn O.acroee, 1o\ htoloa) aall lac oa \llo Soarotorr 
of \llo froaoV)' \ o - npono of fl-1&1 -lUoa of ..nata -
oleo 11M oorpoi'IIUoao of \llo Oeft~llll olallar \o \llooo \naoaU\ot 
h Uoo .... ,. ,..._, \o ...... loool au .. 150 .- leaoto llooo1aUoa 
292. l a a4UUoa \o tllo opooltlot latoraaUoa oa11ot for Ia \llo 
looolaUoa, ... u oa J prnttot \u\ " \llo loaro\UJ of tllo ,........,. to 
tvtllor oa\borloa4 \o r..,.tro oaoll ..,IUoaal toto f roa ...,. _, .. 
ut oorporaUoao \ o '- lool ... ot lo ..... t1-c1o1 otat-h u 11o 
.., • - a-•1&1'7 or tooU.Illo Ia tho !"lllllo latoroo\ , -f._ 
ol .. l .,.,_ .. olloll, npoa ............ -"' ... tlallla .. - --
If C.acrooo or .., -s"" ..._...,. • AeUoa • • \ lllo rooo1aU• -
- llolt la • ...,_ .. ta nw of \llo f .. , , ... , .._, .. Ortor 8512 

vtll flaltlll , ... -·· 

II!IMIOI 

floo froAOU7 -·toll¥, -\111¥, aa4 -1 tlaaaelal 
,,., ...... rolaU .. to tho flaaMla 1 oporoUoa o of \ llo Oe••,...••· 

Dtlk l tllwat11 

tM toll¥ o\al-a\ h otflolollT -"" u \M "Dati¥ n ato­
... , ot tho llll&tW ""'"' fraOOV)'.• J\ lo panlo~aot 'lllr , ... 'l'roao"'7 Do,....._ f or ...a. •ltdac Mr of \llo roar oat It ro~ to • •-• 
or o...,. ....... tllo ........ 1 pallllo oa tllo ooooa4 Mr attar t ho toto of h-. flol o "'"'--' lo a oaoll otot-a\ llooot apoa t llo bllT 
,,..._,, .. of --'• vldollo an rooohot rna r otorol r•- llaMa 
aa4 • ..._ Oenr••' ..,..uul••· ,... rtro\ ,... ...... tllo ....,..., 
atooh oat u.-ll1Uoo 1a tllo frauaror 1a •-• •• &loa U o -
r-lph - apoaU•••• t or tllo Mr· flloo - ••,... 1o • -
tho M&lroh of ao\aal ,....lpto • • ..,..41\aroo lor tllo .....,.... -" 
ut tl-1 7..,. " tate oat 11rroopootl .. p orloto ol tllo pronou ,..,, 
I\ ooa\alao alloa\ a ta•• paorol ola .. ltlooUoao of rooolph oat 
appreat.a\olT 1M) ..-•1 oluolfto"Uou ot upoatUvoo. ,... tttt ... -
••oo ..,.,_. , ... ....,..., ,...1 1p U aa4 t llo ovroot ..,..., ....... •• u-
hiU\ot Ia \llh ••••••'• to -•lT roforrot to •• \llo .,..... .. , lNtcet 
4otlol\ , .... ' or , ...... , ... . , oootol•• • oo.,...tiYo aulrolo or 
uoolpt o aa4 o..,..attveo ta tru\ .. -" ••• po"llo toll\ aooo•h. 
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···'"' ........ .. 
.t. ••"" of -~ o\a\-o\o .... ,...,..... -, u 11 '­

'11'7 • ftooo ••tlolJ' ota\-oh ..... ~ .. h ( 1) '"-Yr.._,­
hllo\11, .. ,. ( 2 ) '"- D&l~ ~hat_, -u- allen. n. 
lot .. of tile D&l~ Tnan17 S\at-o\ for tile 15Uo ot - -llo 
aoo\oho • o...,anoU•• -•lolJ' ~olo olloovtoc N001ph •• apnt1-
tveo te ooa1Uoroblo l.oWl. U ooataloo a opoo1al otat-at ••wlal 
the ttaano1a1 oto\u of til. ..... _.., wo~ ... uot procr- oo 1 -

1aUn Moll . 'l'loh lot\ol' 1\ot•••• olloowo 'r or.,..llaUoo •Uo, 1 . o. , 
apera\lftC -otao1 <•> •••Uo..,1o taiClo, 1 . o. , .,...,nott•• - 0 

~ CoftCI'oiO I ( " ) o"11«ot1oao; ( c ) oxpoo41tvoo oa baolo of o~o 
t uoot; <•> •ll~otdatot •"HpUooo; .,., ( o) -"llcotot ._,•••• at 
t ho oa4 of the por1o4 . 'l'loo 11&1~ fro"o&r7 ltat-t tor tlloo 15\llo of -
aootllo alao oootaho a -otllo~ l&l~oh of tloe eporoUoo1 -" the a.­
ctol Solai'U7, la11rou l!ettr•oot , aiCl llalll'oM U.-117aat l&•roaoo 
Aoh , ,..floottoc aloo tlloo ..-!.au .. totalo tor tlloo CVPe~t 711r -
proYtou 7oaro. 

Tha otat-•t of tu lao\ '-7 of tlloo _, .. ooot&lao a ,..._ 
11111&1'7 ota\-t of tllo ,...,uo '""" oo \lloo llo1h of tu pqllo .. ._. 
trM-Uooo NJIIr\M 1a tlloo Dol~ frllo&r7 S\at-•h ,,... 4oir t o 4o7. 
1t aloo oootal u a ooa'ltlaM 1\a\01 .. , of a111h M4 llUlllUo1 of 
Oeni'MM\al oorpora\looo aa4 orMt\ ._oloo of \loo Uo1\o4 &\ato1 •• 
of \loa ole•• of \loo prooMliOC aootb. !hh loUor otat-•t lo oot 
"'"' 11p01 \ho aocoa\o of tloo TrMOV'J at h eotopllo4 h• roporh 
• •llaU\M ~ \ be YOrlou oorpora\lou aiCl o,cooaloo pvoUAt t o 11 
l~OOitlYo Ortor 1oo.., _, the Proa1doa\ o• Ootober 10, 193~. 

!U aoa\lolJ' !roaoar,r »allotla 1o a tooa01t ooool1tlac of 
apprell'laa\o~ 15 -· aool aootaloo a 101111'7 of nooa1 otaUoUoo -
1otoruUoa ooaooratac ..-tpto ...,.. oxp_,Hvoo, ceoorll flaM of \loa 

!1'•• 111'7, o. .. __.., oMVlU• • ooht ... 1ftC, -rlhlp of Onor.at 
...... su ••• prlooo ... 71ddo of a. ........ , 10011'1\111, ce•or-al 
oorporaUooo ... OI'Ml\ -aoloo of tu Uottot Statu , htorul 
rwtllll ototlot1oo, caot ... oto\lot1co , ocp1tal .. ,. .... ,, ..,., .... tho 
Uol\M 1\a\oo ao4 fo,..lcJo pw...-oh, p l 4 oiCl olln r 1\aUoUeo, 
...,.. otur !.-..111'7 atathUc 1. 

•=pl llmr'" 
tur• oro ,..,._ ~ roporh rol&tloc t o , ... t u...ctal 

oporotloa1 of tllo OoYo..-$ 11 • •olll 

( 1) 

( 2 ) 

Aa-1 llopor\ of \llo 8Hro\ar7 of t llo Troo111'7 
01 tloo 8\a\1 of \loa rt .... OII I 

~.anaal Coa"lae'- 8\atoaoat of l oellpto, &.poa<l l­
,.,.,, •al .. oee, 1\0., ot tbe O.l\e4 Sta\•• · aad 
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floe --.1 a.,_. f/1 tM '--r or •• b 1 -
talao ... .... •h• lal-*l• ... lauq ..... n--
of ''- O..o~. lh .... _.. t•llllle •• follewlJI& ~--.. 
..... , ... n1 ... ,.-u ... -.. •-t•, ••• , 1e ........ '"" ,.... • 
... ,., .. .-"'..,. frlleuJ, ...esu .. ot ,.,. -I'll,...., -...... , ....... "' .......... "•'···· -'"•• -·- "' .... 
uauot ltaho, --U7 ~ ... n-tat t•hlaU•, ... 
... lllo\raUn ant.tUoe of ''- ..-toea llllal ~l•• et , ... ,,.....,., 

floe .l.a-1 C~t ...... ,_ .. of ... lJOh, lb)loMlt-•, 
llal-•, no. , er , ... lldt .. ltatea to a_, •utottac et 
oop,....,...hlT lioo papo. 1\ to ....... u ... k \IN C-•• ,__, 
to ''- .l.a\ of .leq )1, ~. ,.,,. )OI'wltloa , ... , tile .._,..., at \loe 

'"*~ IOMl1 - n:r J.or:r _,_ Co-••• •• til• 'llechatac 11 ...a. 
re,p1ar ... ot .. ... -- o..-.... ... ,_ of , ... ,_,, .. -
............. ., .... a..-..... '-'lac ... - "' , ... .,._ 
oatpq, ,..., •• )OI'aftl.,..la, lir na\oo, Uatrloh, - pen a of -~ 
lMUoa, _. till UJ a'l\ar .. l!r ...a. .,.rato beet of "'PJif.,.lallOIII. 
n s. npon h nn..u;, • *"'"'"' of \loo ~ -to of , ... 
Dl,.hloa er helllt-lac &M v......,. .... •utoh allen """lT or 
n ..,.. •• "' ...... --· or ta\Qpre\atloa ........... .nata -~ 
a\oJ7 feo\aot• •· 1\ olllon wttlo n.,..t \1...., eppnprlaUoa tile 
followtaa lller.aUou 

(1) V.apaa48t llalMooa a\ 'Mcillllll of JOU 
a. Oa -...or fre~ 
\, f o ....U\ of tlto'ftrelq olftooro 

(2) ApproprtaUoa• ( ... ""tlrlac 1•r> 
(J) 

(II) 

(5) 

~,,_ 

a. Varnateta .... Mito 
"· Clolab h ....... to -h e&rTlot k aorpl u ,.._., Aet 1- 20, U1il 

OwF2!F•fef .._, •• , •• •' _. ot ,.., 
a . Oa lololr.loffr~ 
\. fo erMU of tllollloralac ofttooro 

till "-1 -.at tt a .. _, ooaotoUac or o.- a --·-• 
,...,., ,...,.... lir \Ill ....._ of tile .....,., lot' ,,....tooloa lir tloe 

,.. .. ,_, •• till ea..,.. •• at tbo 'Mciell•c ot , .. a. rocalor """'"· 
f ile ...... for 1,.., oauhh of ol!lllt ....,, ... ,, •• follanl 

I . 
II . 

Ill. 
n . 
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- 7-

' · ~~eww a ....... ,.,. -·- r1 .... ,,. •• 
-' ... p. s.u.. ... ... '"-· n. • ........ et ...,..,n.u •• 1a 11e1a11 

fll .............. . 
nu. leto .... u..u tul.oo 

!M .. nat fiPN• la ..... II toY, nla\1 .... ,....lpto, 
npetl41\-o, oeattuoe •' tllot fna0V7, _. \llot ,Ullo '""• an 
tok .. larp~ ,._ ne-w INl...._ Ia \llot Del~ ~·•-• of \Ia 
UaUe& 8\a\oo ! r..-,. -''lt!::_,'• Aaoeal C..'lll- 1\a-\ of 
, . .. ,,,., b'JieMU-•, laloli , 11\o. 

0.. of , .. 'JIPIHipal "'··-· "' ,..,.,..,. ., '"" -.... 
to •• uu.a •snt.at•• of ,...,.. .. u ... ""' ~u-· •• -
doh of ••• 10 ~· ·-.. wtn nO'JIM' '" ..... _ .. tau .. 
l\M, Ia parallel -~. \be tollewiJic lafoNaUo., 

l oU-*• • of ..,..,..~au ... ( .. .., .. 7oar) ,., ... ,.,., .... 
CVJ'ell\-
..... , ... 7_ 

z.p..tu ...... , 
•• , .... - ( .. .., .. 7MJ') ... , ... - <~• ,.., 
Aa\eal (prenna 7oar) 

tao. totelW .. u-•• d Of'PI'O'Jiri•U••• aat -.p•nlllc 
oolla4111•• la Clloo9\er n - """"' lifO• , .,. •""'""' '117 , ..... n o•• 
a4alahbaU'fO -•l••· Ja \bh oao.ptor • 'P'Poar• tloe ten of oaoll 
• l'PFeJIIPiaUoa U• -.JIOr\H '117 a .. ........,. of •liJIO•dU.,..o. 

trltala 
2/27/'42 
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5025 Waldo Avenue 
Riverdale, M. Y. 
February 28, 1942 

Bon. Henry Morgentbau Jr. 
Secretary of the Treasury 
Treasury Depart111ent . 
Washington , D. c. 
lly dear Mr. Morgenthau: 

It baa touched 111e deeply to hear of your 
interest and ltindnesa in helping me to 
obtain a reenter permit . 

Ever since I have co111e t o this country I 
have had an increasing aenae of gratitude 
for everything it baa offered 111e , but it 
ia an especial happiness to feel now the 
al111oat unbelievable personal interest and 
consideration which you have shown 1n aid­
ing 111e to secure my reenter permit. 

1 8111 loolti.ng forward to again having the 
opportunity to sing for you on March 21st, 
and please call on 1110 at any time during 
the sUllllller months. I will always be happy 
to prove myself a faithful servant of this 
glorious countr y. 

With kindest regards, I am 

283 
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TO 

TREASURY DEPARTMENT 284 

INTI:R OFFIC I: COMMUNICATIO N 

oAn Febru.ary 28, 1942 

Secretary Morgenthau 

George Butt1ngton ~ . 

The purposes or my vi sit to Chicago were : 

1. To eecure a general impr;ialon regarding 
the progrese or the Payroll Savings Plan. 

2. To deter~ine what meohaniam is eoployed 
to accelerate the percentage of weekly 
or monthly dollar payroll allotmen t. 

~. To eee what method ie being employed 
tor tollow-up. 

4. To determine general methods or 
procedure. 

I visited with the following members or the 
Cook County Defense Savinge Starr (Mr. Norman Collins, 
Stat e Administrator, was absent !rom the city): 

Max Epstein ) Members of 
R. P. Sherer) Executive Committee 

J . G. Gallaher, Deputy Administra~or, 
City or Chicago 

E. R. Seese, Co- Chairman 

E. B. Smith, Deputy Adain1atrator, 
Payroll Allotment Division 

I t&lked on Thursday and Friday with of ficers 
and employees or the following oorporations, selected 
by me, all ot. whlcll have undertaken the Payroll Savi ngs 
Plan: 

1. Scholl Manufacturing Compeny 
2. Stewart Warner Corpora tion 
~. Mills Novelty Company 
4. Western Electrlb Company 
5 . Continental Illinois National Bank & Trust Co. 
6. Firat National Bank ot Chicago 
7. Joseph T. Ryerson & Sona 
8. General American Tank Car Corporation 
9. International Harvester Co2pany 

10 . Dole Valve Company 
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At~o~ aa IXRIBI! A ia a brief •wa&arT ot 
tba t1D4iDC• or ., Y1ait with each or the atoreaention-" 
corporation• . -

OB8i:RVATIOI!8 

Eaplo7ee participation ranged from 20% to 100%. 

~;·~~11~;.monthlJ dollar payroll deduction variee rrom 

In meet inatanoea the plan bae been in operation a 
comparativelJ abort time. 

Without exception, both employer and emploree reaction 
ia extreaely favorable to the Parroll Savings Plan. 

Sale or the plan baa been eUmulated largelJ br a local 
inaurance UD4erwriter group with the cooperation or 
labor organ1&at1oaa 1n certain inatanoea. 

Aoceptance or the plan bJ both emplorera and emplo7eea, 
aa I underataa4 it, uaa been entirely on a volunteer 
bad a. 

OQKMENTS 4NP RECQMMENDATIONS 

rrom m7 convereaticn with the aforementioned 
oorpcrationa, it 1a my impreaaion that the reaulta 
obtained to 4ate in the Chicago area are aatiatactorr 
but coaplete recorde ot detailed performance are lacking. 
A recording ajetem 1a being tnatalled to provide an 
accurate fcllov-up ayatem. (EXHIBIT B) 

!o date there appear• to have been no ettort to 
eetabliah atan4arde or percentage p&Jroll deduction• 
uong oorporationa a1!Ularl7 aituated. Aa I understand 
it, it ia contemplated to 11ft thia percentage at a 
later date. From m7 observation, th1a plan baa reaulted 
in one corporation checking v1th another about a propoaed 
percentage or deduction and the reault has been to 
poaa1bly lover the percentage. 

All corporation• v1th vhom I talked indicated 
that emploJeea vould continue the plan, in certain 
inetanoee increaaing their percentage or deduction, 
unlaaa or course there ehould be a deduction or tax•• 

• • at the aouroe in the future. 

Several corporations atreaa the importance or a 
vall deaigned a4vertU1ng oupa1gn beginning March 15, 
uaing poatera and literature to atimulate continuing 
'intereat. 
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Kr • .II!WJ'Il lll'Cnm, Pnl1deU or the r1rn laUoll&l 
s.nlr., belle"• that in •~ 1netanoaa t.ba 1na\al.laUoo 
ot the Pqroll Bav1nc• Plan hae bean alowd dow b7 \he 
ettorta ot \he Federal Reaarva bank to have oerta1n 
corporation• aot aa iaau1ng agenta, 1natea4 or aoting 
tor thea. In 1natanoea, he believaa oorporat1ona are 
reluctant to aot ae ieauing aganta beoauaa ot the 
added clerical expense involved. I d1acuued th1a 
matter with the Chicago Federal ReaerYe Bank and aa 
attaching hereto a memorandwa covering th1a eubJeot. 
(EXHIBIT 0) Mr. A. T. Sihler bel1evea that an effort 
should be ~~. wherever poasible to have corporation• 
act as 1aeu1ng agents in order to relieve the Federal 
Reserve bank from ma1nta1n1ng an organization to meet 
peak requ1reaente. 

State ads1nietratore ahould be held reaponaible 
tor keeping aoourate reoorda ot progreee within their 
territory, in order to tiae accurately the need tor 
advert1e1ng and other sales promotion effort. The 
state a4a1nUtrator should keep Waah.1ngton accurately 
poated on progreee w1th1o h1a territorr. 

I gained the impreeaion troa aeveral corporation 
ottioiala that the7 were slow to report rteulta to 
Washington beoauee they are waiting until employee 
participation haa reached top t1gurea. 

It might be poeaible to attain higher dollar 
percentage or p~roll deduot1one it 0E0 flag is awarded 
not onl7 on 100' emploree partioipation but based upon 
eome atandard or percentage ot deduction. 

AUaohed, ae EXHIBI! D, h an eat1mate turo1ahed 
me by E. R. Seeae, Co-Cha1raan ot the Parroll Allotaeot 
D1v1aioo abow1ng resulte thrOugh Februarr 21, with the 
proJeot1~n ot the plan to June 1, 19•2. Hla eatimatea 
appear to be aomevbat opt1111etio. 

....... ~ 
. ' 

• 
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Rue ot 
Corporation 

Scholl Mtg. Co. 

Stewar t Warner 

lUlls llovel t y Co. 

t:o . ot 
Daolo:veea 

500 

8,500 

2, 000 

EXHIBIT A 

PAYROLL AILO'l'MENT PLAN 

Weetl)' 
Deduotlona 

• 3, 000 

average 
$2 . 00 (male) 
1 . 26 (te::>ale) 

• ~.400 

Deduction Enroll­
Percentage ment 

10~ lOO:i 

Remark a 

Employeoa have sub­
acribed tar tl45, 000 
ar value 

98% Employeee 
ent buaiaatio 

100% Plan i n etrect 
apor ox. 2 vka, 

Weatern Electri c Co, 20, 000 t 101,000 
(Chicago plant) (in February) 

2,776 
(Dec, l) 
8 ,743 
Feb 27) 

Have extensive plan 
in contemplation 

Cont inental Bank 2 . 000 

First Nat 11 Bank 2 , 600 

~eraon & Sons 2 , 200 

Gen 'l Am. Tank Car 5,000 

Internat ' l Harveeter 60, 000 

Dole Va1ve Co. 500 

5~ to 7J' 
expected at 
all lants 

l~ 
estimated 

(Bending de tailed tlgurea) 

95% ~ should be higher 

99% Sat1ataotory 
performance 

Plan juat getting 
i n operation 

99% Plan in ettect 4 
we eke 

99% Excellent 
Performance 
Plan not yet in 
etteot . Employees 
asked pla.n be 
lnotllll d , 
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iXHIBIT B 

288 

PAYROll SAV ING:S~P~l~A~N;-------~r:.:.:.~.~~~~~~~---==~·~--~ 
MI N. 

-----------------------------------------------------ALLOT. ____________ _ 

'-------------------------------- ' SSU fMC A····--------------------------.,_, 

CAPTAIN, 

Ho ·----------!'"-------------------
__________ T<L. No. _ ____ _ ··--------

. No·---------- '··----------------
No. _____ _ ··-----------
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!!D~ R!SERVE BANX 
. OF CHICAGO 

EXHIBIT C 

289 
February 27, 1942 

Mr. eutnnston 

A. T. Sihler 

The following is a very sketchy outline ot our conversation: 

In the mon t h ot J a.nuary all issuing agenh i n this district _ 
n~bering about 3,200 (exclusive or Pos t orrtoes but including 
~he Federa l Reserve Ban.k ot Chicago and Detro! t Branch) - tuued 
860, 000 pieces or Series E bonds. From information received by 
us and from many contacts with issuing agent&, t his represented 
a capacity operation. 

Based on estimates received troc the five Sta t e Administrators 
in t his di s trict about three weeks ago, at leas t 4 , 000,000 
e~oloyeee will be signed up on payroll plane in this district 
during the next few months . At an average of five bonds per year 
(spoPrently a conservative eet1mate ba&ed on conversations with 
Treaeury Department officials - contra& ted with t he American 
Federntion or Labor esttoate ot 10 bond& per year per member), 
20, 000, 000 bond& per year, or 165, 000 per month, will be i ssued 
under t he payroll pla n in this dletr1ct . Arbitrarily adding 
200, 000 piooee per month tor other purchasers, t his would bring 
the monthly output to 1, 850, 000 pieces . 

nth the present maximum capacity or 860,000 pieces per month, 
this would leave 1,000,000 pieces to be issued in81ther new 
1~suing centers or entirely at the Federal Reserve Banks, Chicago 
end Detroit. 

Eow will t hese 1 , 000,000 p ieces be issued - and t his figure may 
be too low! 

If corporations with 800,000 e=ployeec on the payroll plan issue 
their own bonds, this woul d t ake ca r e of 4,000, 000 per year or 
~bout ~&0 000 per ~onth (we nov have nearly 200 corpora tions, 
~1th 800 boo eaployees, signed up as isau1ng agents - at 80 per 
t h1s vouid be about 650 , 000 buyers) . 

This would leave about 650,000 pieces t o be taken ca re or, 
pre~umably at the Federal Reserve Bank end Branch. Our Janua ry 
out put orE bonds was 85,000 pieces, t he iesuingdiob6~~0~ requiring about 100 emoloyees. It we are t o han e • • 
it would mean from 500-to 600 addition~l employees r~r t~~ 0 
work alone, with the aocoapany!ng apace and equipmen pro em • 

cent 

• 
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i 
IXBIBI! D 

• 

PAYROLL SAVINGS PLAN - COOK COUNTY. ILLINOIS 

BoYAd figure Eet1pate or I.R, Beese '~:'itya1 and Expected Beeu1tt 
., or 2 1 2 

No. ... ,, ..... I '"'''''' •Lllil lfo. J'11"111 1netu1ed llo, lmplo,.eu in prooeaa or laplo,.••• 
lilt or nne lllgiblt 2/19/-62 &llgible 1pttallat1on ~ part1o1pat1ng 

eoo or aore -619 Mil (91~) 26 ( ~~~) -600 1, :500. 000 
.-p1a,.tte 

100 '0 .gg -til !l:tQ { :5Ci l 8211 (:5~l 1 2000 -660,000 
.-pla,.eea 

(ld4.AY. 22&) 
•• 

tiU '0 gg 
.-plo7e•• 

cs.u.A .... eo l 3000 200 (~) 1100 <1s~, 1 21100 1110,000 

-
'fOIAL 81182 1lJII1,827 13110 1 •goo 1,900,000 

t 
( whoa &atd. 
800,000 are 

parUo1paUq.) (7~) 

'ftNa wnh 211 to 99 eap1o,.eea w111 be worked atarunc week or lfarob 2. Beaulte 
ebowD are Yo1untarJ 1netallat1ona. 
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0 

l'eb. ~6 
~7 

~~ 

~9 

20 

21 

22 

23 
211-

25 
26 
27 

Da~7 ohangeo in the stook o~ 5er1ea E eaY1nga bonds on hand 1f 
(In thousands o~ p1aoea) 

: R\lllber ot 
:p1eoee ao~d 

th1e 

none-closed 

21.11-

55 
~o4 

l~ 

24o 

NUmber ot p1ecea 
me.nutaotured 

this 

535 
800 
800 
800 
800 

non-.oloae4 
none-c~oaed 

800 
800 
800 
800 

800 

8 &8UX'7r 
Stat1at1oa. 

Btook on bind tBK 
at o~ose ot : de~1Ysr1es 

18.979 
19,690 
20,272 
20,912 
21.~9 

2l.,Jl9 
2l.,J~9 

~.905 

22,650 

2J, Jll-6 
2J,988 
211-, 511-8 

2,!)00 
~.000 

~ . ooo 

1 , 000 

~ .ooo 

l,6oo 
700 
875 
66o 

1J Includes etook 1n banda ot (l) l'ederal ReaerYS Banke and branohea, (2) Poe~ 
ott1oes, (3) l'ederal. Reaerve Bank 1asu1ng agente, and (II-) 'l'reuu1'7 yqJ.te 
1n Vaah1ngtqn. 

• 
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Ulil'l'li1D STATES SA VllJGS liONDS 

Coiipa!"at1Te Ste.teaeut ot Sal11 During 
Firat ~ont,y-threo.Buoi.aeoo Da,ro ~ .fobrv.&rT and Ja:aUAZ'7 1942 and Docoabor 19111 

(l'obrv.&rT 1-27, Ja:avary l-27, Deco111bor l-27) 
On llaoia ot loouo Price 

(.&aounh 111 tbo1111ando ot dollaro) 

Sal eo 
A.oUDt ot Inoroaoo I PorGontaco ot lDOroaoa 
or Decroaoa ~-2 or Decroaoa ~-) 

8or1oo S - Poet OftiGoo 
Sorioo I - llanko 

Sor1oo I - Total 
8or1oo r - li&Dko 
8erieo 0 - Baako 

Total 

'•Wuar7 
1942 

• 811,361 
301,631 

385,992 
50.310 

244,819 

$681,121 

J-r.r 
1942 

$14o,490 
llllo,001 

580.1192 
65.634 

261,655 

mz, zs1 

Fobra&!7 I 
Deoo•bar 1 oYer 

19111 J!A!W'T 

• 86,,}01 
-· ~.1..29 189,829 - 1JS,JIO 

276.130 - 194.500 
26,455 - 15.324 

129.429 - 16, 836 

$l!l2,0lll -~6,66o 

J-r.r lob!'UU)' I Jazmar7 
oTer OYel" ow r 

DeGUM!' Jf!Nf!7 Deoubor 

• 54,189 - 4o.~ 62.~ 
2'50.172 - .....ll..!! 131,8 

3o4.362 - 33.5 110,2 
39,179 - 23.3 148.1 

1}2. 226 .....!:.!! lQhl 

$1!z~ . ~6z - !l:i·~ ~ 

Ottico ot tho 8ocretar1 ot the !roaaJ1!'1, Dh1.1ioD ot Booaarch a:ad Statiotico, .fabruar.r 28, 1942. 

Source : All ticur•• are dopoolto Vith tho !roaauror ot tho United Statoo on account ot procaodo 
ot aal ao ot United 8tatoo aaTiAca hondo. 

lo\81 J'i&=u han baon rounded to noaroat thou&Dd and will not aocoooar1l,y add to totalo • 
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Da11T a-1•• - ••~r.ar.r 19~ 
0. kate of I en.e Prtoe 

( Ia tlooU&Ddo of 4oU...o) 

7oot ottloo 
hM ka41aleo JJ.l ... 1&1•• ...alal.H 

Date 
lerioo ll lorill ll a.n.o r a.no. ~ to tel lorleo ll 1or1" r lerlu• ~.tel 

'•'ftur1 19112 6,191 • 6o,136 .112.~ • 6,1,1 • 19,., • 61,511 2 • 1.~35 • ~.150 • • 19,795 

~ ~,572 1·"7 2,793 19.511 J0,1, 11, 2,793 19.511 ~3.770 
.193 1 .5~ 3.937 11,515 Jl,,., 21,~30 J.m U,515 ,,. 

5 11.257 16,1 2,367 1~.6llo ~,156 20 , 1eo6 2,367 ~.611o )T,UJ 
6 ~.310 23,510 3.129 18,620 ,,. 27,120 3.1129 ll,&eo 50·= 7 J,02J 10,039 2,019 6,1711 11,233 13,o62 2,019 ,,17~ 21, 

9 5.1116 25.35~ ,,071 16,265 ~.690 JO,IJ9 3,071 16,265 50.11'6 
10 3.902 11,7911 1,1,09 12,679 25,511 15,695 1,1,09 12,,79 .,,"'J 
11 3.219 1~:~~ 1,11C7 7.637 11,~ 1J,o6l 1,WJ 7.,37 u ,u, 
12 3.29} 1,5R 7.711 2~,035 17,963 1,5R 7.711 ZT,.JM 

~~ 2,710 9.026 1,~7 11,385 ~.~1 11,736 1.~7 . ~.,., 17,161 
1,71~ 5.~ llJ 1,152 7.005 7.~ 113 1,152 1,71' 

16 5.7~1 22,_, 3.212 1J, TIIC "·"' 21,~7 3.212 13,711e ~.107 
17 2,6}9 11,215 69o },211 I,UT 6,~ 69o ~·Ill 10,. 
11 2,re 1},,11 1,115 1~,111 29.~ 16,903 1,115 1 ,111 J2,m 
19 },1 7 ,,167 1,11()1 9,llo1 19.969 U ,Jl} 1,llo1 9,llo1 IJ,ll, 
20 },2}1 11,769 1,1155 6,1}1 19.362 ~.m 1,1155 6,1}1 12,591 
2l },127 11,133 },19) 7.282 22,201 15,560 J ,19J 7.212 ~.0}5 

2} ~.l!go 12,015 2,703 16 ~.,1 
2~ 1,6112 2,}}9 1,1118 

':~ 25 1,11C3 6,122 1,697 
26 2,922 S,SU 1,"1 
27 111,}}11 1,587 

total 

of tlle loorotar7 of tiM DlYioion ot ~ooarah &Dl Statiotioo, ........ .Ul ti.&U•• aro 4qooUo wUk tiM !r11Rrw ot tb. 11nito4 Stat•• 011 aooout ot pre11ob of 
Ill• ot VUtl<l Sta\M oaYiAcl 'MMo. .. , .. ftiVII ll&ft ,_ ro..ut \o _.., tloo-....a4 &Dl will 10\ MOIIO&ri

0
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TREASURY DEPARTMENT 

INTER OFF1C,£ COMMU NICATION 

ro !.r. 

In response to your r eouest or December 26, 
l•' , t is submitted he rewith tor t he Divie1on of 
. ,es<o.roh t1nd Stat1at1ca a memor andum 11et1np; , with brief 
deecl'i.,ti one, the s tudi e s or oro Jecto oom'>le t ed or under 
W&.i, ru11i th• names ot persona worklng on each, tor t he 
wJntn of DE>oernber 19!;.1. 

294 

• 
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( DIVISIO!I OF RESF..ARCH AJ;D S':'.i!':IS'.:'ICS 

Re~ort of Stud.ies or Pro ecta Coooleted or 
:!.NJ ann '& e !:a:nes of Persons . or~ n on 

Under 
80 ' 

295 

The names shown for nersone worlt1n" on each oroJect 
include only those who oar tic i nated fa1~lv directly as 
exnla1ned 1n t he i ntr oductory note to tt.e' cort•esnoncling 
r • 1ort aub:~~itted on Deoeuber 2S, l 'l3" · ::o attemnt !tas 
be•n 1. adP to oovf'r also l)ersons w.1os e rPS'lonslb1lity in 
••c .• "articular case was ;oainly ln nhnnln• , •u,ervlsln .. 
or consul un~ . ' 

Financial Anal•: o1o 

I . Projects or s tudiPS oo~~lPted 

l. !'_ revifw of current develo,uento !n '&i:~ 11 ·h- ·rade 
securities markets \olRS ':>!·eT)ared, Ma o. '.'l P . ..~oranclurn 1·:as 
t.~ns-1 1t1.ed to t!'le Sec t•etary on Dnc p•fber 15. - ... r . H11.as, 

" : :ur"lhy , ::r. !'oy , :.r . 3arnctt, ... r . Boeen 

Tnie revie~< c on1:a1ned , ln a(>.C.it1on to analysis of tne 
cur t·en'& s1 tuc,'tlon , the iollo.:1n. s -:> ec1al study : 

Zft'ec t of t he ~1ar on ~r1can of t he tt.o new bond 
1sAues . - .. r . ::uruhy, l·.r. Foy , .. r . 3arnet:, .. r . :.osen 

2 . Two tables were prepared, on Decec.ber 1 nnd ::l~cewu tr >, 
s:,ow~ng on 1:ne basis of closln u1d "lr1ces Gt. J~ce-o r 1, 

n(. !lece.ooer 2, res,ec;;tvely, A. til.;ated ~~pld bases and 
.,r-o oable ~re:J!ucs on oronoeed new lseues of -:'reasur;r 
uonds , for eigh t ,u. tPrnatlVP _a tur!tles . - :.r. SMt.elln, 
. r . Conrad 

·.r1el6 s on nubllc ~arketablP aec~1 t1e& ~ csued b;; ~!'ie 
Uni'&ed Statps ijGvernment and by reuer~l n ·encleS ~e re 
co . ..~ outed oaily on the oasis or over- t.1e- .;ou;;ter CJ.OS.Ln 
~uotatlone . A a'l11~· t able was •>;· e~nre~ sum.al'lzlno; t i'.l& 
1nfor'la tiou . Si m1lal' coooiU'II t1 V 4; lnfor.~ll .ion for ea rl1 ~.r 
ner1od~ was orenared 1n a liE€ .ly tabl e . " c .art . f or eacn 
looue was •:ellt uo t o date ehow1n d111lY nr1ce nnr. ·ield 
fi vur·ee tou!'the r 111th comoarat1ve -:~o nt:.l; data olnce 
1 '>5, e1nc e the date of 1eaue, or Pin~ • the ciA.V fir s t 
t r aded In addition vielo s were co~~utrd dn 1ly on five 

' 0 • 1 1 I h1r~h- "'rA.dP col--nOra te seocur1 t1fi F 1 t .. rPe '1U r: c n_ s e -
cur1t1 es, and two 3r1 '&ish ~v.,rn..t · nt 1 ~•uPs . - :·:· . .::;OC.y , 
.1cr . . c~oy~ . . !" . Kroll 

/ 
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At the request ot the Secretary arr •naem t ha b 
made to secure periodically from' · - oo en 8 ve een the British Eaoire purchaaing missions 

t he 

are transmitted according to inetruotions by the 
Secretary . - Mr. Haas, Mr . Lindow, ~!r . llagner , Mr . l·!ayo 

(a) Weekly statements are received from the Bri tish 

(b) 

(o) 

Purchasing Commission concerning the physical 
volume ot airplane and airplane engine orders 
plac ed. This inf or mation is consol i dated and co­
ordinated i n the Division, and a bi-11eekly report 
en t itled, "British Empire Alrcratt Statements• ' 
ia prepared containi ng the following analytical 
tables, classified by comoany and by t yee ot air­
plane or airplane e ngine: (l) current statue or 
orders; (2) history ot orde rs; (3) history ot 
deliveries; (4) history ot exports; (5) scheduled 
deliveriea of unti lled orders; (6) ootions; 
(7) spare parts; and (8) secondhand units . Tnese 
aircraft reports were prepared, and were transmitted 
on December 5. 6, and 20. 

The Division receives each week trom t he British 
Air Commission information concerning the disposi­
tion ot a 1r olane s and airolane engines insoeo t ed 
by the British Empire , and the statue and location 
ot airplane s and airplane engi nes on hand 1n the 
United Sta tes. These data are edited and r eviewed 
in the Division, and a weekly report, entitl ed, 
1 D18pos1 tion and Status or Airplanes and Airolane 
Engines Inspected by the British Eao ire 1

, ie pre­
pared containing the following analytical tables, 
olaeeitied by com,any and by t ype or airolanea and 
airolane engi nes: (1) diaooaition or units in­
eoeoted; (2) status or inspected units on ~d; 
and (3) physical location or uni te awaiting export . 
These reports were prepared, and were ;ransmitted 
on Dececber 1, 9, 15, and 22. 

The Division also reoei ves weekly statenents from 
the British Purchasing Oowoission showing (1) ths 
dollar volume ot orders placed by Brltish Empire 
Governments ; and (2) the dollar volume of deliveries 
on orders placed by t he Un1 tod Kingdoll ~hroug~ the 
various missions. The information in tnese s~te­
mente is itemized by oon;raote and olaesitied by 
twenty-tive c ommodity grouns . 
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7n•se oata a rp rev1Pwo~ and ~dltP~ in t •o D1v1elon, 
'.!"~ f'l. ~b i -weekly re .,o~t, •ntl tled , "3r1 t1sh £::t -.1re 
vO.:l~~oc ity S't&.tP'UPnts1 

J 1 R 'nl"' P;')flrP.l r:ua .Al''1 Z.1 !1"" 1:1 
t\ollar volu'1e t h• 1nfor'1Pt1on ?n ?roe: ·s and ci.:;-
11VPr1 ,.s , by COJ:l:10ci1t;r ._ roUHL ':'hi s r p-,ort eon­
a1ete of Pl gh;; anal,vt1cnl 1. ~bl• •A : 'i' e ri:•s t t'u·ee 
,•elatl' t o orders nlaood durin, t :1• ~ur•••n t ,.,erl od 
by ~ri t1 sh ~ra.,1rP ;.ovnrnmE"nt.r. : thP n~~. t t;, reP con­
sip; :lf h1s t o!•!cnl oun .Arle~ or or.'c '" l oced by 
t'"l~ 3 r1 t1~n :: l,l rP ; thP r.~vttnt!1 find t==~ ;:t'-: relntF-
~o del.L v Pr1es :m o~"<lers l"Ctl'\o hy t. ;fr.l ti-d Xin tiom 
t ,l!"'U ·h t:-t#! 5 rl. t1 °~'\ ourc:.nrtl f1 iFRi:>:":f' .. .::t-SP 
:ltotP" t-n t - \'P.rf' nre.,nred. , ~nd w~t·~ :::rn.."!."'-!tt.cd on 
-"'C l: .• ber 20. 

• 

-
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( 1') T·1e Div18ion receives ev.ch 1oonth f1•om t he Sri ttsh 
Purcnas1n•· Comm i ssi o n inforc1aUon, on a ·>nys1cal 
vo~ume basis , relating to t h~ ~urohneeo of v~r1ous 
o t ner 1:uoortant colillllod1 tl es . 'Lose datR Rr e edl t~.! 

and consolidated in th~ ~1vision nno Bnalvses o r 
3 rit1sh ~oire orders are ryreoared f or t~e several 
co!DJ:loa 1Uea con~a1n1n~; tile follov1n Mal,·Ucal 
tables : (1) curren• status or oree a; (2i h~story 
of or ders; (') h i stor y of del1ver1~s ; Bn' (~) s ch~d ­
uled deliv~ries of unfil lP' orders . 

(h) 

Staternen ts for these vru-1ous oo•n~.todi t y rt'Olll)S >~ere 

J)!'Ol)ared , 9.nd we r e transml t ted as fol l ows : 

Chemi cals , Dec~nber 15 
~xolosivea and proryPl len t s, Dpce~ber 20 
3-uns , r un e<1U1poent. Md 1natrwnents J DQce:Jbf r q 
~:on-ferrous ~etals , ~eceuo~r 20 
~hall anna N.llllUn1 tion, DPCP::.br r 15 

The stPt t:Li.,nt& rAlatin.: :o c.· ... Pra for alr-,lMe 
.,ropellers , ~o·un a.::~U..~un1i1on , :-mrlne Pnu_l')ttent, 
mot or venl cl"S, stJall nr~1s , tornadoes , nnd ne r lnl 
bombs , are 1n orocess of orennr"'t1on . 

Each month t he Division r ecelveo !'r on. th• Sritl an 
Purc!lRSinfl Cum!'liss i on a fiscCLl Stl\tP•IPn t SUt:l.lCLr1z-
1ng t he financial status of oroers ~lnced by 
British purcr~s1n~ mi ssi ons, classi!itd 1n;o 
t ttenty-five co11Wod1 t y !frOU'lB . ':hiS l~for..:nti ~n 
is ed i tPd 1n tne Division, ant. n N'"'ort, en~·.led, 
•st,.tus of Payments on Dollar Or~~re ?laced 1n t he 
Lnited Stat!'& by t!le Brltie."' r\ll'C .llsln .. ~s~!or.o•, 
1s nre..,arcd consi s t i nr; of t he fo!loWl:v· anRlyti cal 
t ables : (l) status ot oayuents; ( 2) hi s t o ry ot 
oayments; and (3) estimated schedule of fut ure 
payments . This r euort was pt·e ~arrd , and ••as trans­
mitted on December 9· 
Each IDOnth the D1v1s1on !'eceiv s from t he Citadel 
!;ercha.nd1s1n~; Com">any, Ltd . , .:.nro r~nt1on :ela:i~g 
to machine tool orders nlscpd . ~~~nr~te .ist-n·~ 
s~ow by nsnu!acturer, t~e orcers, d~l1~~r1!~, Rr~ 
unfilled ordPra 'lt -c.'le end or t':~ 01.t.. . .:>ese 
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1
e41i.t ad reY1ewe4, lllld a report , en­•u.a., Aaal711le or Citadel Meroh•ll41•1ng 

Ooapaa:r, Ltd. . Kaohine Tool Ordera1 , 1a prepared 
oonta1Jl1ng tho fo1low1ng table•: (l) ourrent 
atatul of order•; (2) h1ator,y ot ordera; and 
()) h11tor:r ot del1Yer1ee. Th1a report ia 1n 
preparation. 

Veekl:r 1tatea.nte are reoe1•ed ahov1ng the dollar •olume 
ot order• placed b7 the Netherland• Purchasing Co~ae1on 
and b7 L1ndete•e•, Inc., and tbe deli•eriee made thereon. 
Theel atateaenta are itemized b7 oontraeta and are elaa­
a1t11d b7 the tv•nt:r-ti•e oollllodit:r groupe ueed tor re­
porting ordera plaoe4 b7 the Brl t111b Empire. 

Theaa data are riTleved and edited in the Di•iaion, and 
b1-veekl:r reports are prepared tor eaoh ot tbeae agenc1ee 
aumaari&1ng tha information claeeitied by commodity groups. 
Theae reports oons1et ot three tables each. shoVing 
(ll hiator.r ot orders; (2) history ot deliveries; and 
() current deliYer:r statue ot orders. These reports 
entitled, "Netherlands Purohaeing Oommlaeion CoQmodity 
Stateaente• and 1L1ndeteYes, Inc. Commodity Statement•• 
vera prepared, and vera transmitted on December 5, 6, and 
20, aocord.ing to ina tructiona by the Secretary. 

In aocordanca vith the requeat ot the Secretar.r on 
Jll17 8, throe tables vera prepared, and vere trana!l.itted 
to b1a on Deo•ber 5, ehoving del1Yerua troa Jill~ 
through •o•eaber ot aiftlanes, flying boats, andcur­
e@Di60116ere. - xr. okten 

At the reque1t ot the Secretary on October 22, tour 
ohartl were prepared, and vera tranamitted on December 12, 
ehov1ng lead-leaee orders ettected b the Procurement 
~iai® ~ on 
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A &WIUDI.17 waa prepared ot the data reoeiYed ae ot 
October 31, oonaiet1ng ot brief explanato17 text and 
eix tablee tor pUblication in the Bulletin or the 
Treaeury Department tor Deoember. 

The intormaticn aa or ll<n'elllber )0, receiYed from 7,000 
banlta and inauranoe co~:~pan1ea wae coded, ~abulated, 
and anal7r.ed. An anal7aie waa prepared, cona1et1ng 
ot 100 tables, thawing thle intoraation, olaaa1t1ed bJ 
tJPe or inet1 tut1~ b7 iaaue, by geographic area, bJ 
call olaeeea, and b7 tax-exemption proYiaiona. 

New letters were aent out to the banta and ineurance 
oompanlee on December 29, requeating comparable data 
as or December )1, 

Bpeoial tabulations were prepared and were transmitted 
to the Federal Reserve Banke or New York and Philadelphia, 
ccYer1ng ownership in the respective districts, as ot 
October )1, and a tabulation was prepared, and waa trans­
mit ted on December 16, to the Board or Governors ot the 
Federal ReaerYe System showing, bJ claaees or banks and 
by 1aauee, the amount ot GoYernaent securities owned 
on October 31, b7 the institutions covered 1n the surYeJ. 

At the requeet or the Becret&17, arrange•enta b&Ye been 
aade to prepare current etat1atical reporta on the sales 
ot United States Defense aaYlnva 60ri4a , eeries E, F, and 
G, and Defenae Postal saYlnga atamr•· on the basis or 
reporte by the Treasurer ot the On ted States, the 
Federal ReserYe Banke, and the Poet Ottioe Department. 
The reports prepared during December were transmitted 
aocord1ng to instructions by Mr. Graves. - Mr. Haas, 

• Mr. Reagh, Mr. Brown, Mr. Tiokton, Mr. Kroll, Mr . D.J . Leah7 

(a) Daily tables were prepared, shoving the dollar 
volume on the basis or t he 1aaue prioe, or salsa 
ot savings bonds, series E, F, and G, by Post 
Ott1cee and by banks. The t1ra t table, prepared 

• 
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on December l, presented tbeee data tor each 
buelneea day or NOYember, With totals tor the 
month. The next table, prepared on December 2 
shoved these data tor December 1. Subsequent ' 
tables shoved the data tor the auoceeaiYe 
buaineee daye or December, vlth cumulative totala. 
The table prepared on December 31 covered the 
period trom December l through December 30. 

(b) Daily tables were prepared, containing a oom;~ra­
tiYe atatement or ealee or bonds, eerlea E, r, 

(o) 

(d) 

( e) 

(f) 

and G, in the three latsat months, by Poet Ottlces 
and by banks. The dollar voluae ot sales vas ahovn 
on the basis ot the issue prloe, together with t he 
abeolute and percentage ohangee i n the latest •onth 
trom the p receding month. The table prepared on 
Deoe2ber 1 contained theee data tor the tull monthe 
ot November, October, and September. The t1rat 
table ahovlng tbe oomparieon tor December, Noveeber, 
and October, prepared on December 2, shoved the 
data tor the t1rst business day ot each •onth. 
Subsequent tables ahoved oumulatJ.v.e data tor auo­
oeasive bueineas days. Tbs t abl e prepared on 
December 31 covered the tirst 24 business days of 
each month. 

A table vas prepared on December 2, shoving sales 
of savings bonds, aeries E,F, and G, by Post 
Ottioes and by banks, in dollar volume, in each 
month from 14ay through November. 

A table vas preoared on December 11, ehov1ng sales 
ot savings bonds, sarles E, F, and G, 1n dollar 
volume, by States, 1n the aix-•onth period of 
M8J' through October. 

A table vas orepared on December 2, shoving sales 
or eaTings bOnds, aeries E, in dollar volw:~e, by 
States, by months from l!ay t brough October. 

A table vas prepared on December 10, ebovlng tor 
eav1ngs bonds aeries E, the estimated number or ... 
unlts sold ~d percent of the dollar volume, by 
denominati~n. in each month from May through Oo t ober. 

• 
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(g ) A table was prepared on Deoaaber 29, showing for 
savings bonds, aeries E, the eetimated number of 
units sold, in dollar volume, by Post Offices and 
by banks, by denomination, in eaoh month trom May 
through November. 

(b) A table was prepared on Deoanber 11, showing tor 
savings bonds, aeries E, the estimated number ot 
new purchasers, in eaob month trom May through 
November. 

( i ) A report consisting ot 175 pages, was completed 
on December 26, showing sales or savings bonds, 
series E, tor the month ot November, in dollar 
volume, by Federal Reserve dietricta, by States, 
by cities, and by counties, claaaified by aalee 
agents and denooinations. 

( J) A table was prepared on DecfJIDber 19 , shovi ng tor 
savings bonds, series E, cumulative sales in 
December compared w1 tb llovember. 

(k) 

(1) 

(m) 

(n) 

(o) 

A table was prepared on December 31, showing tor 
savings bonds, series E, total sales by States , 
and by months trom ~lay through November . 

A table was prepared on December 26, shoving for 
savings bonds, series E, the estimated number of 
unite to be sol d through May 1942, by denomina­
t i on, and by months. 

A table was prepared on Deccber 24, shoving the 
estimated number ot unite or savings bonds, 
aeries E, r equired to produce two epecitied amounts 
per month. 

A table was oreoared on Deo&Dber 11, shoving tor 
savings bonds, series F, the number or unite solo, 
and percent of the dollar volume, by denoolnation, 
in aaoh month from May t hrough October. 

A table was prenared on December 11, showing tor 
savings bonds, series G, the number of units sold, 
and percent or the dollar volume, by denomination, 
in each month from ~lay through October. 

• 
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(p) A table wae preyared on December 29, shoWing tor 
eavinga bonds, aeries r, the number ot unite sold, 
and percent ot the dollar volume by denomination 
in eaoh month trom May through ll~vl'mber. ' 

(q) A table was prepared on Daoember 30, shoving tor 
savings bonds, series 0, the number ot unite sold, 
and perc ent ot the dollar volume, by denominati on, 
in each month trom May through November. 

(r) A table was prepared on Deceober 11, s howing the 
esti mated total value and number ot unite ot 
Defense Postal savings atam0e, by denomination, 
sold in each month trom May through November. 

(a) A table vas prepared on Dece=ber 11, showing es ti­
mated dollar volume ot Detenee Poetal aav1ng e staaps 
sold by States, 1n each month trom May through 
November. 

At the request ot the Secretary on December 2!, a series 
ot tables were prepared, and were transmitted on 
December 29, shoving the number or days' supply ot 
aeries E savings bonds on hand, December 1 to date , and 
the number or pieces or bonds produced December 1 to date, 
classified by denomination. On December 30 and 31, 
memoranda and tables were prepared, and were transmitted 
shoving, in addition to the above information, agents' 
requests t or savings bonds unfilled a t the close or 
business on those days. - Mr. Tickton 

At tbe .request ot the Secretary on December 15, for 
re orte on sales ot aeries E aavin • bonds under the 
p{i;ro aav nga o an, ore 11 nAry aee nge were e 
v h Rr. Graves concerillng the meohanioe ot obtaining 
the informa tion, and a telegram vae prepared t or 
Mr. Graves • signature on December 27, asking St ate 
adminiatratora ot the Defense Savings Statf to provide 
ue~th the baaio information needed to undertake the 
proJect. - Mr. Tickton 

A table was prepared, shoving the relation ot sales of 
United States savings bonds between December ana 
November tor the yea rs 1935 throujfu 1940. - lt188 Lagos 
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" tnble WI\S pre!)ared , Sl.:4...ar1 t1r. ~alPe fro1. Au 'U£t 

,. t•ou h t:ove.o~b ~r , of TreAsur y notee , ,rue ~~t·l PS " 
, nc.\ -.·r.x Seri es 3 , in '>1\r an:ouuts , o, 1nu1v1duals o.nd 
~~oMorat1ons. ':i.'le tRbie Wl'IB <;rano llttPc! to t·1 fl' 
,;Por• t~r:r on Decenber 1: , and COTliOP , .• ,.E 1ven to 
UuC.fH' Seat•• t ar· Bell, to Er. duffln t on , And to 
•. t· . Kilby . - :.r . cicl:ton 

A tAble >~us nrenared , s'1o:·r1n onlP• fr"' Aurus t t hrou ··h 
ovembPr, of !rfaSury noteR ~nx s~rr,s A ~nd : ax 

~(>r1~t a 13 , in na r amountAc\ ci n&P-1f1Pd G·~ u .... no•.ti nntl~n . 
_--ntnOiP wns transo1 ttp to t '"P Sec)'! to1~v o~ 
'Jpce 1btt'r t~ ~ 3nd co!)1e~ \'1f:l-'f ·1v~n to t.:nc~r ~Pc.•t-t(lry 
5Pll , to .r. 5uff1n - t on, nnd to :·1· . Kllb;: . - :r. 7!c::ton 

r.!. t!'-,P rA(1UPSt Of t:nc...er ::iPCr t:t.r•• 5P-l 0:1 ~f:Cf' .v"'r 12, 
" v ornndW'l l-:o.a n!"F"lnrrf, •rt1tl,..- 1:3:.-)Uld ; __ , !n::.:.rest 
~tP on SP~1PS 5. ~ru: ::otf'S Ele I:tc.·PP. Po...? " _ ... _.., .P 'l :·:utc.• .. 
· ·r o -:r~nrc.,l \:ted to t:1P- -~ecr~t~:.y--::-nu-tO t"t~ ::::fer 
3• c."Pt.~ry on 0PC 6 :1b0 r 1~ - - . . r . ""'o:' 

.t'Pf ") t'01')061'l8 OJ' tr.P V:: t ,At t ~ Jt!c-r· tnr·t l'"Pt"'UPFit 

t.nt cor.,ol·a tion t? nurc~af'P ,t~c~ 'll'..._!C>.,..entur"''"" in 
':. !"f"'e :H'lnl~S \·jo)re oxfl.:-.. 1ne~ , - •. 1• . ?.,tu•nett, . . r . :Rosen 

,t t;"1.p t · ~ouest of t;h o s~c,...i tnl"V on :hH"P b ,_!' l ,, , n 
.... ,orA.ndUJ....i ''C"S 're·'ls.ref , "nc '"" tr(lr.f"• .1~o;tPc; .. .1· on 

:: 1 t uH.tt! on 1ncons1et:eno1es lt. DPo~:.~Uer 1<... ''1'1 <':_0~_t?..!_ 
.l' ·•sur•r b':lnns PJtd r.o~t:R nE. '.u~!rt tf-1.1. '· t co· :..t t @'C. 
-C·l\ .. Ft ···ul'ttern . - ~-l'' . 8-A'IJ, . r . )~1rdo~· ~ r . :"1c.·. t on, 
... •. ~nntf"'lir:, .. r . .::oltro.C 

.n.t. t .P !' ~nU~St 0~ t:n• er :;,Pc~·•tar.)' .,.f"'li , 0. o,.U'\~ .Jt-' ·ll"Pr.do , 
,C ,1rautPS O...'""P ..,~·e>rrt'(.. 1r. c~z.~tct1on 1"1t!'l ; .c. ~<:_.J_sur-"-

.""'t •r&l .. ~S:£1'~(' ... EP:!.:: ,f-ld . ."Cl' t ·'"' u.· 0 fl' • ,: -

• :.. ...'lnanc1:: ..,olicy . - .. r . 1'!"'8, .... . L1r.r ?" 

ib) 

.. 1r1utPe .. t: ~e ,!'P''tt-!'" o~ : .. e t.tr. ,:l.: c:: 
!)f'ce :..~r 11 i"ith !'t>E .. "HCt. t.o o·: rr. (,." .. o .. 1 
.. ttr• ~e t '11ll1c:· . - . l' . !.. l r.do\' 

A rtlvi s ~ .,n ··: s .P P !. : .. ,. ' 

c~~a1nt Pnc1•s ln DPOP u•r 10 
t..~ohn O nnd not~s, ro G.At¢t•1 1JH 

.. r . Li ndow 

:ll'3 .. , • . ":-. :!. -
l'!.C"S 'Jt :rPf~f1u~·:' 
11. !. te 17 . ...;,_o•JP . -
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et Uliler leord&I'J Bell on Deonber 18, 
waa Jll'~ OD OoYilrnaent bond aarll:et 
•~. a1gni4 61 Onder Seoretari Bell 

&D4 Kr. Raaa, waa tranam1ttad to the ' 
Deo.aber 22, and oop1ea were g1Yen to the 

leOI'11tiU"ll &D4 to Hr. Xorr11. - Mr. Rue, Mr. MurphJ 

tor u .. 
to A .. ut&Dt 
ae110ranA- to 

ot Kr. Tarleau, certain 1ntormat1on wae 
t1ee outs 

Thle 1ntormat1on, 
V1111am N. Branner 

1Yan, wu tranelllitt ed 1n a 
on Deoeaber 7. -Mr. Lindow 

21 . At the requeet ot Hr. Broughton on KoYember 25, a oon­
YereaUon wae held with Hr. Herbert K. Pell, regardlng 
IUe pl&D to etlaalate the daten .. eaY1nge progru 
through the 1atroduot1oa ot a lottei'J eleaent, ae de­
eor1be4 1D a a..or&Dd\111 dated KoYeaber 28. 

22. 

Bell oa Deoaller 9. - Kr. Reagh, Kr. Brown 

At the requeet ot Kr. I. K. Bernete1n on December ~. 
a table waa 'Dl"811,1.1'11d, on 
that 

Kr. Lo1JI4ow 

/ 

Regraded Unclassified



26. 

27. 

23. 

30. 

31. 

}2. 

- 12 - 306 

At the requeet of Ule lleoretarJ on lloY•ber M, a leUer 
wae prepared, &114 vaa- eent on Deo•ber 6 to tbe hell4e 
ot nine departach, bureaue, and ageno1ee on the pro­
ooeed Reeearoh Co-.!ttee on Fieoal Polioy. - Mr. Raaa 
Rr. llurpfii ' 

In r eeponee to a requeat troa the Secretary, coopera­
tion vae giYen Kr. Korrie in preparing a memorandum 
to the Seoret&rT on Deoember 31, on the borrowing 
problem ot Kra. EYa Cohen. - Mr. ror 

At the requeet ot Mr. luhn on Deoeaber 3, information 
vaa prepared tor Fortune Kagar.lne on (1) the amount ot 
th e OoYernaent 'e u penaiture in the oalendar year 1941 
Vb1oh wu t1nanoed d1reotly through the bo.nke or b7 the 
banlr.e, and (2) the tomal det1oit and the war oaeh 
detioit eatiaated aa ot June 30, 19~2. The inrormation 
wae tranemi tted to Mr. luhn in a msorand11111 ot 
Deoember 9, addressed to Under Secretary Bell. -
Mr. Tioltton 

•• 

Hr. Fo:r 

t the Legal D1Yle1on on December 20, a At the requea t o d t eena tor ~orge oommen t-
letter val prepared addreas~t&lobill 1ntroduoed'by 
1ng on 8. 2124, a dratt-oap t anel&ltted to v.r. Barnard 
Senator Lee. The letter vhaa ~r sandel1n 
on Deoember 31. - Kr. Kurp 7, • 
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II. ProJeota or atu41aa UDder Ya7 

1. A atud7 1a ba1ng aa4e of tba relat1Ye 1Dtereet ooete 
ot abort- and lont;tera borroWiy. - Rr. Joy 
Mr. Barnett, Rr. oeen ' 

2. 

) . 

4. 

5· 

6. 

A etud7 1e be1ng made ot the anilable eouroee of t'Wlde 
tor Treaeurz ; inano1ng. - Mr. T1okton 

-. . 
A memorandu. 18 being prepare<r on a negotiable "tap• 
security. - Mr. Sandelin, Mr. Murphy 

A etu47 1e be1ng made ot de•el~t• 1n the reaerYe 
Moa1t1on ot the banks. - Mr. R , Mr. Rosen , 
r. Barnett 

H18torical tables are be1ng prepared 'llh1oh rlll present 
varioue da ta on nev freaaurz notu an4 bonda and on 
~uaranteid nev ieauee. Three table• hiYe been completed. -

r. Conrad, Mr. Roaen 

A memorandua 18 being prepared on the adYant~ea 
auaavantagea ot increasing the ehort-term Cet. 
Mr. i'oy 

and 

1. A revision 1s bei ng made as 
estimates ot t he ultimate 

s. 

9. 

10. 

A atud7 is being Glade ot var-tinano1ng Deaaurea ot 
belligerent~ations i n t he present var.- Rr. Matlock 

A atudf i a bei ng made ot t he market action of t he 
varl oue matur1~ classes or Government aecurit1es i n 
relati on to the type ot holder. - Mr. Conrad 
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At the request ot Mr. Broughton on !loveaber 12 a re­
view 18 be1ng made ot a memorandum eus~~:ea ting ~ nev­
lYPi ot t ax ant1oipation notes. Series A, to be issued 
during 1942. - Hr. Heagh 

Secretary Bell on December 5, 
the 

14. At the reques t ot Mr. Blough on December 26, ~ 
estimate 18 being mads ot t he 1noreaae i n interest 
coats to the Federal Government, the States, and 
munioinallties, 1t the tax-exeapt Ar1vilnge were re­
moved trom tuture bond Issues. - r. L1 ow, ur. conrad 

15. At the request ot Mr. Blough on Deoeaber 26, tables 
o.re being prepared, showing tt.e d18tributlon ot Federal, 
Sta te , and local securi ties by ol asaee of holders . -
P.r . Conrad, }lr. Purvis 

16. 

17 . 

lo. 

19. 

At t he request or Under Secretary Bell on December Jl, 
a study i s being made ot a nrooosed sreoial security 
tor the purnose ot absorbing idle bus ness b8lances. -
t!r. Haas, Rr. MurpliY, t.r . Foy 

A memorandum is being preoared on Hr . Viner ' s pronosal 
f or a new system ot allotting Treasury bill a . 
!!r. Fey, !lr. Barnett 

A memorandum is bei ng praoared on t he desirab1lit~ ot 
oonduotln~ t he war tinance as it vas In tbe last orl d 
•.lar, by t e issuance ot short-term seourltles. -
Mr. Foy 

Regraded Unclassified
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created ~ f1nd •111• and aeana of autoaaUo&llJ 
balano1ng the federal lu4gat 1n tLDea or peaoe. A pro­
poe ad reply wae aant to the Onder Seoretarr on June 18. -
Kr. KurphJ, Kr. foJ • 

Re~enue let1aatee 

I. ProJect• or etudlee ooapleted 
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A forecast was preuared of the ~onthly distributi on 
of ~st icnted r evenue for the fiscal yeBr s I c42 and 
1)4}, on the basis of the Dec~~ber Bucret est i oates. -
.,r. O' Donnell , l.r . Da<'gi t, ;,,r. Leahey , .:r . Sn1th, 
,, i ss Soiegel, i·,r . Chevraux , ll r . Saund ers 

At the reoues t or t he D1v181on or Tax Researci1 on 
:lov el.lbf l' 25 , a o rov1s1onal esti mate was orenar ed ru:d 
t he rMul ts t ransmitted to l·!r. !!!our h on Dtce111be~ 11, 
ot t he number of oeraona and t he a~ount of net income 
Uy npt income classes that would be reoorted for t ax 
>urnoses if t h ere were no o ersonal exemotions or credit 
for deoendr.n t s for t.'>e calendor yenr 1941. - :.r. S.o l t h 

At the r eoues t of l·~r . Paul on December lS, a t abular 
p res entati on was prepared of the net l ncon r of coroora­
tions With oos1tive net incones tor ethrr with coroora­
t1on income true: llablli t1 eo tor t he calenda:- years 19;<6 
tnrour:h 1942 . .·ne tsblr ''"a trsna=:~ itted with a ;;~eooranduo 
t o •.r . Pau.~.., Md CO? les vere .- lvtn t.o Assistant Secreta ij· 
5ull1van and to ; .• r . Blollbh on Dece;llbcr 20. ?hl s table 
w •. s lnter Mended to include d1v1d~nd d nta, o.nd was t rnns ­
m1tted to .. r . Paul, to Ass1otant bec:oet,.ry Sullivan , Md 
t o ..• r . Bl ou,;n on December 22. - :.r. Leahey 

At t ho request of· t he Division of ':'ox iteBP<Irch on 
llo o e1~ber 23 , est1tr.atea >•ere IW~>)ar~d of th~ oa~encta~· 
y~ar 1nd1 vidual income tfiX lhb1l1 t 1 r s, 1!?40 t :.rou,;.n 
1)~2 a.nd were transmitted In a .ae .• tor nndu:,, to 
.l' . iho~h on Decemb~>r 23 . - !·.r . S .t lth 

At t :1e reouest of t'le Dlv1s1on <>f ':kX " e s eo.r ch, an 
1!8t1mate was nre,ared of thP 1ndl vldunl 1nco.•P tax 

1Pbll1 tl 1!8, by net lncO"'P cltiiiPA, f or the clilena•r 
y~nrs 1l 4o, l G4l, a nd t o4;>, and vna trAns~itted i n ~ 
·~·nor"UidUJ:> to ::r . Blou.ch on .1< c ~r.~b• r 22. - . .r. S...itn 

At t:~e re<'u~s t of t l1e D1v1s1on or 7~x .•eSPa rch on . 
D~c .. •ber '1 PJ1 E'Stl· .. atP >'118 .,re»tlrPd or t he ce.lPr.r tt r 
y a r 1942· c~roorat1on aurt~x net_ln~o,P b~ nf't 1neo~E' 
elnns PS a nd wa s trs nsmi t ted in o lleoiOl'Anuu::~ t o 

r . Blo~<•h on th lit dnte . - l r . Vllh~y 
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1nooae, oorporate 
prof ltl aDd 11ab111t1ee, aDd oertain r eoe1pte, -
Ill'. Leue;r 

(a) telephone, telegraph, etc. 

(b) Looal telephone bill 

In oonneot1on vlth t he propose4 reYialon or the re•enue 
lave 1n 1942, a nuaber or revenue eetiaate~listed be­
low, were prepare4 tor uae or luutant seoretar:r 
8ull1Yan, and the D1v1eion or Tax Research. -
Mr. O' Donnell, Mr. Leahey, Mr. Smith, Mr. Dambrun 

(a) let1aatee were prepared, and were tranal!lltted in 
a memorandum to Mr. Blough on December 11, or a 
euppleaentary tax or 15 percent on individual 
1nooaee , vlth deductions, exemptions, and credits 
ae under the 1 941 Act, aeeuming that : (1) the 
euppleaentary income tax ia allowed as a deduction 
1n ooaputing the regular income tax; (2) the regular 
1nooae tax ia allowed aa a deduction 1n computing 
the eupplementary 1noo11e tax; ()l the tax is lapoaed 
on eurtax net income without any orraet. 

. --..-

(b) An eetimate vae prepare4, and was transmitted in 
a aeaorandua to Aaaietant Secretary Sull1Yan on 
Deoeabar 11, or the reYenue erreot it th~ corporation 
1urtax were increased by 9 percent. 

(o) Bet1matea were prepared, and were transmitted in 
a aeaorandum to Assistant Secretary SulliYan on 
Deoeaber 11, or the following proposed changes in 
the exciae taxes: double rate• on o1gara, tobacco 
enutt; oigarettee, 1* oenta a pack; beer, $1 a 
barrel; sort drinks, l cant a bottle ; and gasoline, 
li cent• a gallon. 
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(e) 

(t) 

(g) 

(b) 

- lS -

An anal)'aia -• prapare4 ot the nat 1nooaa oluaaa 
ot tlo,ooo and oYer inolu4e4 in a preYi oUI eau­
aeh, ot the yield ot .. auppllllantar:r tax ot 15 par­
cant on ind1Yidual inoo .. a with deduoUona ex­
emption• and orad1 t aa under tba 19~1 .t.ot.' Tbia 
waa tranamitted in a memorandum to Mr. Blough on 
December 13 . 

Eat1matea were prepared ot (l) the calendar year 
19~2 tax liabilities, aa eatimated in October, 
under the indiYidual income tax, subd1Tided into 

la) liabi lities tor 4 percent normal tax and 
b) liabilities tor each rate bracket ot surtax; 

(2) tbe distribution ot tbe it111a aa estimated in 
(l) tor wages am salarie 1 alone, assu.cl1ng tbe tax 
ia collected at tbe aource on wage• and aalariaa 
in exoaaa ot personal" exempt ion and credit tor 
dependenta, an arbitrar:r allowance tor deducti ons 
ot 10 percent ot exemption and oredi t, and, tor tbe 
4 percent normal tax, tbe earned income credit •. 
The estimates were transmitted in a msnorandua to 
Mr . Blough on "December 23. 

An esti mate vas prepared, aaauming the present 
exoeaa protita tax atructure, ot tbe 1noreaaed 
rate ot the corporation surtax neoeaeary to 
produce $3 billions additional revenue from 
corporation&. Th1a eat1mata vee tranamitted ~n 
a memorandum•to Mr. Blough on December 30. 

Estimates were prepared ot the yield or 1 percent 
inoreaaea in the ind1Tidual income normal and 
aurtax rates, and were transmitted in a me:oorandum 
to Mr. Blough on Deoeaber 30. , 

An estimate waa prepared ot the reTenue erreot 
ot an increase or $1 per gallon ln• the tax on 
distilled spiri ts, and vas tranamitted in a 
memorandum to Hr. Blough on December 31. 

New atudiee were completed tor reT1Blng and lmproT1ng 
methode or estimating revenuea from the taxes on tn~ 
folloWing: - Mr. Oagglt, His a Spiegel, ~lr. Colclougn, 
l·lr. Sau~Jders 

Regraded Unclassified



1. 

2. 

) . 

- 19 -

{a) Fermented calt liquor 

{b) Eleotrio lignt bulbs 

{ol Luggage 

{d) Lubricating oil 

(e) ~eotrioal energy 

{ t l Jewelry 

{g) Toilet preparations 

(b) Telephone, telegranh, etc. 

{i ) Local telephone bill 

( J l Tranaoortation or persona 

II. ProJects or s tudiea under way 

31.3 

An analtaia is in pre~aration ot each component or 
the Se~ember revised eetimatea of miscel laneous-­
Intern revenue, exclUding capital stock, estate, 
Md gift taxes, tor the t18oal years 1941 and 1942. -
Mr. Daggit, Miss Spiegel 

At the request of the Division of Tax Research on 
December 26, a revenue es timate i s being aade of the 
etfsct of the remov81 or the tax-exampt1on oriv1lege 
from Federal and State income taxes. -Mr. Leahey, 
Mr. Dubrun 
In oonnection with the propoaed revision of the revenue 
lave 1n 1942, a number of liated below, 
are being prepared tor 'i.'ax Reaearoh. -
Mr. O'Donnell, Yr. Leahey, Y.r . Salth, Mr . D&mbrun 

(a) An estimate 1B being made ot t he add1t1onal revenue 
vh1oh would be derived 1f mutual 1neurance oompan1ea 
other than life insurance compani es taxable under 
Section 207 ot the Int ernal Revenue Code,were made 
taxable in the same manner as s tock insur ance ' 
companies other than life 1neurance oomoaniea tax­
able under Secti on 204, and a t the seme time the 
exemotion under Section 101{11) were restricted 
to local mutual companies ot the aeeeaement tyee. 
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(ll) AD .. uaate U lllllq 11114e ot tne UOUDt ot a441-
Uoul reYeaue tbat woul4 lie obtained by repeal 
ot leot1on 114(b) ()) and (4) of the Interul 
ReYuue Code, prortdiDg for percentage depletion• 
tor o1l and gaa walla, coal and aetal a1nee, end 
aulphur, under tha tollow1ng au1111pt1on•1 
(1) Ulat no adjuataent ot the 1nooae ored1t under 
tbll exoeae-proti te tax would be made with respect 
to depletion; (2) that tne depletion deduction tor 
the baae period yearl under the 1noome credit would 
be a4Juated to oorreepond to the baaia tor deple­
tion 1n the taxable year. 

lo) Eat1aatea are belng prepared of the following: 

'rhe inor eaee 1n raYanu• wbl.oh would reeul t 1f the 
corporation 1nooae tax were 1noreeeed by 1 per­
cant, and the additional reYenue if the l percent 
increase were -de applicable &leo to wholl7 and 
partially tax-exeapt intareat. 

'l'he inoreaee in re•enue wh1oh would reaul t 1f the 
ind1Y1dual normal tax were increased by 1 percent, 
and the additional revenue which would result 1f 
th1e increase were made applicable also to wholly 
and partiallY tax-exempt interest. 

The lose 1n Federal 1nd1v1dual and corporation 
inocme tax revenue 1dl1ch would r"ult from t he 
exeapticn of interest on GoYernment obligations, 
brolten down to show aeJ)aratel)' the loaa with re­
apect to the exeapt1on of State and local ae­
ourit1ea and Federal wholly and partiallY ·tax-axeapt 

aeour1t1e&. 
!be inoreaae 1n re•enue wbl.oh would reaul t tro2: 

Incraaa1Dg the gaeol1n& tax b:r lt oenta 
per gallon. Increasing the cigarette tax by lt cent• per 
paoka8•· and dOuble all other tobacco tax rat•• · 

Inoreae1ng the rate on paeeenger automobiles to 

JO percent. Inoreaa1Dg the rate• on automobile parts and 
aocessoriee to 10 p ercent . 
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I11oreu1Jig the rate on truoke to 10 percent . 
Illoreuing the rate on diet1lled ep1r1 ta to 16 per gallon. 
Doubling the ratee on tlree and tubes. 
Inoreaslng the rate on rerrlgerators, re- · 

rrigeratlng &~paratus and alr condltlcnera 
to 25 percent . 

Inoreaalng the rate en radlo receiving seta, 
phonographs and musical instruments to 
25 percent. 

Increasing the rates on electrical, gas and 
oil appliances to 25 percent . 

Increasing the ratee on photographic ap!)&r&tue 
to 25 percent. 

Increasing the rates on bualneee and store 
machines to 25 percent . 

Inoreaai ng the rate on rubber artlole s to 25 pel'­
cant. 

Impoelng a tax or 25 percent on domestic vaahlng 
machines and docestl o eev1ng aaohinee. 

Inoraaelng the rates on telephone, telegraph, 
etc. messages i mposed by Section J465(3) 
rroa 6 percent to 15 percent. 

Increasing the rate on transportation or persona 
to 10 percent. 

Imposing a tax at the rate or 25 percent on 
metal furniture, furnishings and equipment, 
beauty and barbershop equipment, metal 
venetian blinds, metal bed springe, soda 
tount«in equipment, beer dispens i ng equipment 
and related oroducte. 

Inoreas,ing the· rate on lubricating o11 to 10 oente 
per gallon; 

Increaa1ng the rate on tlrearae, ehella and 
cartridges to 50 percent. 

Expanding the present base or the tax on coliDeroial 
washing JU.chinee t o inolude dry cleanlll!: and 
pressing -clll.nary and equipment. 

Imposing a tax on floor coverings (except cotton) 
and oil cloth at 25 peroent rate. 

Imposlng a tax on ornamental metal vork and fix­
tures, including metal doors, vindovs, fenc es, 
stairs, grille and railing•, (except tire 
eooaoes) and metal plumbing and house titt1nge 
at 25 percent. 
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~the PJ'eleDt ba .. of tiM oo-t1ol 
tax to 1nolude aoa~ and denUtrio .. 

liiJIOUng a rate of 25 peroent on furniture 
IUde or biroh and aabogany. 

316 

(d) l:at1mat .. are being prepared aeel.llliRF. tbe 
preaent exceaa-profite tax etructure ·in re- • 
aponae to tbe folloWing propcaitiona i 

If 1t ie dea1re4 to r&1ee an additional 13 b1l­
lion from oorporat1one, partly 'by the exceas­
protits tax and partly by t ile corporation sur­
tax, wbat 1ncreaaea in ratea would 'be required 
to ra18e (1) an additional 11 'b1ll1on rro.a the 
exceea-prot1te tax and an add1t1onal $2 'bUllon 
froa t~ corporation aurtax and (2) an add1-
'ional llt 'b1111on rroa each, the exceee-protite 
tax and the corporation eurtax. 

It income and exceee-protita taxee were increaeed 
to take 100 percent or the exceee or corporate 
protite arer a epecified percent or invested 
capital, Vbat percent or i nveeted capital would 
have to be specified to p roduce an additional 
$3 b i llion. 

What would be the reduction in revenue under the 
i ndividual 1noooe tax under the above proposals. 

(e) l:atimatee are 'being prepared or the revenue effect 
or reetoring the nriv1lege or tiling consoll~ted 
retuma tor purpoeea or tbe normal and surtax 
UDder the conditione atipulated in the acta prior 
to 1934 (1) aaeW:Iing that the tax on intercorporate 
dividend• le also elialnated; (2) auUiling that 
tbe tax on intercorporate 41v1denda ie retained with 
reepect to corporation• other than tboee elect.1ng 
to tile coneolidated return•, and t hat tbe surtax 
rate tor corporation• electln~ to tile consolidated 
return• ie increased 'by a differential rate designed 
to ra111 from theee oorporat1ona an acount or revenue 
equal to the tax on intercorporate dividends vhiob 
t he oorporati one 1n the att111ated groupe would have 
paid under the nor.al and surtax had they tiled 
separate return&. 

.. 
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Esti mates are being ,reoared ot the revenue effect 
ot re-defining long-term canital gains and losses 
aubstitutin~ for t he two olnsses, one class bP- ' 
ginning at 18 months; taki~ into account 50 oar­
cent ot net long-ter~ ca, ital gains and losses; 
increasing the alternative tax rate from 30 oer­
cent to 60 percent; allowtns lonq- term c~1tal 
losses to be deducted onl y against long-term 
oa, ital gains, but allowing a carry-forward for 
five years to be offset at,~ainst such cao1 tal 
gains ln the future; tAXinq short- terc capital 
~aina as at present; allowlns snort- term oaoital 
losses to be offset against long- term canital gains 
8S well 8S short- term caoital 8ins, and nermitting 
snort- t erm oao1t8l losses to be carried forward 
five years to" be offset against either short- term 
or long- tl'rm caoi tal gains. 

( 1') An estimate ie bei ng prepared of the revenue etreot 
11', under the i ndiv idual income tax, mandatory Joint 
returns were r eouired tor husbands and wives and the 
Joint ! nco=e treated as a sln~le 1nco~e for earned 
i ncone credit purooses; i n addition, a tax or!'d1t 
ot 10 nercent of thP •earned incoae of the w1te for 
services r endered by her, but the tax cr edi t in not 
to exceed ~50 . 

Economic Conditions ReLPted to Fiscal 
llid Revenue !-!atters 

1. ProJec~s or s~udleo completed 

1. Hecor anda on t :1e business Situation were ?reDared, and 
were transmitted to the Secretary on Dec•aber l , 6 , 15, 
22, and 29. - l!r . Haas. !~r . Dag.,1t, ::r . ChPvrauxJ 
l!lse Ziegler 

T!lese ce:.~oran"a conta1rm in addition to analysis or the 
current situation the f ollowing so~cial studies : 

Prices of basic coornodities : highPo t 1n 1941, lowest 
in 1942. (Ohart in memorandurn or Decerlber o . ) -

~:r . Da,;gi t 
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or veekl1 reports ore received rrca 25 1nd1-
comoan iea, in reeponao to tte S~cretar;r ' s re­
giving cor11dent1al data on new ord~rs &nd ~alee, 

data i n tnese reports ar" tabulat~d and chiirted 
~ntly fo r the SecretAry•• 1ntorCAt1on, ond arc also 
•eab1ne~ i nto an lndex of new order,., whloh aocomoan1e a 
tl• veekl;r mewornndum on ~~· buainesa situation . -
XUI Washabaugh 

'· llnoranda on employment under thft .;orl< Pt•ojecta Ad-
1111118 tration were o: epared on ilecl!lllber 1 ~ 15 22 
iii! 29. - Hiu ;.'ashabaut;h ' ' ' ' 

,., .lt ~· request ot the Secretarr. a melllorar.dt;,':l,1d th t hree 
table& and a c:J'lrt, was prepared, and was trans:Utted 
to h11D on Dece-ber 4, s~wlng e•nlotrent 1n the a v1at1on 
1n4111 try as of Sl'l')temb•r 30. - l.r. ndou, lli". '.iaener 

6. 

• 
were 111ade of dally quotstlons ~n 
and .a1ly and we llltly f1 

Dally, weekly , and monthly or1oea or cotton, whoat , 
tlour, and bread, were oompl'Ien. - V.r . Dao:git , 
Jji. BlUnders, F:iss i/,.shabaugh 

._ aOYemenu of t•e l;JCB coat-ot-11v1ng index compared 
wttb \he BLS 11ldex of M9 collllAod1t1eo were shown tr<a 
l'J5 to date. On the aa.e char t were ahovn the move­
.. nta ot the BLS index of 889 eommodl t lee comoared vl;h 
Ule 8L8 1ndex ot 28 baslc co111111od1 t1u from Aue,"'ln 1939 
to date. F1v~ ccarte, ae of ~ovemb~r 28, December 5. 
12, 19, and 26, were trane~1tttd on December 2, 9. lo, 
23, and }0, reepect1vely. 

!brae oharts shoved the moveaenta or the indexes or 
12 toodetutfs and 16 industrial raw mater ials f r om 
.luguat 1940 t o date. On th~ a~e charts wer~ shown the 

· percentage chan~·~ !ot each or tt~ 2 co >d1t1ee rro 

• 
~ 

1 , 
• 

I 
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A\lll'U&t 1940 to lloveaber 21 and 28, to ::ove11ber 2g and 
December 5, to Deoeaber 5 and to December 19 and 26. 
Theae charts were transmitted on December 2 9 and 30, reepeotively. ' ' 

Two ohorta shoved the movementa or the indexes or 
11 lmported oommodltles and 17 domestic commodities 
from August 1940 to date. On the same charts were 
ahovn the percentage ohangea tor ;aoh or the 2S com­
modi t1 ea troo August 1.940 to Deoe:aber 5 and 12, and 
to December 12 and 19. Theae charta vera tranemltted 
on December 16 and 23, reapeotively. 

8. At the request or Mr. la1lin on Deo~ber 5, two vall 
oharta shoving chan?es in oomr:od1~ orloaa and ln 
livint coats, were urn18hed the flee of Price 
AdJiin atration on that date, tor use or ~:r. Ka1lln in 
teatlmony betore a Congressional oomuittee. - Ys . Da6~t 

9· Mr. Kamarck on Deoe~ber 4, new charta 

on 
are 
any 

5. 
telephoned 
new charts 

10. At the request or the Secretary on December 9, a letter 
was preoared tor hie s i gnature to the Secretary or 

11 . 

12. 

1. 

Agriculture Yitb respect to 
menta on co~toneeed 

A •statement or the busineaa oroa,eot• waa p ·e,.,ared on 
December 12 tor Mr. Haas, for testimony in the Hearings 
on the Trea~u~ Deoar~ent Aooruprietion Bill tor 1~2, 
b~tore the Suboommlttee or the Co=mittee on ApprQpriatlona, 
House ot Representatives . - Mr. Dagrit 

II . Projeote or studies under way 

A study 1e belng .ade or the curtailment in the outout 
ot consumer goods . - }lor. weln trau 
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An an&l.ye1e 1 e bll1ng aade ot inore .. u in ind1Y1dual 
lnoomee to deteraine their diapoeition - Mr M 
Rr. bagglt, Hr. COl cl ough • llJ1lbJ' • 

A oompilat1on 1a being m&de or data tor 
oh&nfea 1n oonaumeracaah au luaea tor 
the intlat onary gao . - .r. agg 

Actuarial Problema 

I. Projects or studies completed 

l . At the request ot the DiYision ot Tax Research on 
December ~. a computation waa made or the nominal 
annual ratee or interest, o:Jiiounded semiannually at 
Which various a.n:ounte accum te &tter ten :rears to the 
matur1 t:r Yalue. These tiguree were tranami tted to 
Mr. Eolter-R&or; on December 5, and ware incorporated in 
a letter to Mr. Ezekiel, Department ot Agriculture 
tor aignature ot Under Seoret&r,y Bell. - Mr. Brown' 
Hr. Kroll • 

II. Projects or atud1ea under wa:r 

l . The Board ot Actuaries ot the Civil Service Retirement 
arid blaabllit~ Fund is laying out detailed plans for 
tabUlating an processing data tor use in preparing the 
r egular tive-year valuation ot the 01v1l Service Retire­
ment Fund tor the purpose ot determining the liabilities 
ot 12le Government under 12le Civil Service Retirement law. 
Under the law, such a Yaluation muat be prepared as ot 
July l, l94o. Valuation plana are in process ot prepara­
tion. - Mr. Reagh, !Jr. Brawn 

2. The Foreign Service Retirement Law, ae approYed April 24, 
1939, Section 26(a), provides tba t the "Treasury Depart­
ment eh&l.l prepare the estimates or t he annual appropria­
tions required to be made to the Foreign Service Retire­
ment and Disability Fund and shall mike actUarlill villua­
tion at lnterYile of five years, or ottenei it deemed 
neoeaeary by the Secretary ot t he Treasury • The S~ate 
Department baa requested an estimate or the appropriation 
required tor the t1aoal year 194J. A preliminary estimate 
was given to the Department or State on October lg, and 
the work tor the valuation has been begun. - Mr. Reagh, 
Hr. Brown, ~!r. !Croll 
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·" 1:be requeetl of ... A. a. PUkertlon Au41tlor Ott the 
DS..U1.otl of Co1abla, aa aotaarllll. auiaqu111111a1 Ylll.u&­
Uon h be1 ng 11&4e of the Pollo•en r • and J'lrPen• e 
Penelon J'und ot 1:be Dhtlrlot or Ooiuabii. thle Y&lua- , 
'lilon u being iiiille b;r the fi'eae1&17 DeJiartllentl 1n aoool'll­
&noe With the 1942 D1etlr1otl ot Co1uab1a Appropr1at1ona 
.Uti, apprOYed Jul;r 1, 1941. An outline ot the intoraa­
tlon requlred tor the Yaluatlon wae eubaltted to 
Mr. ~1lkerton 1n a letter dated September 13. The bae1o 
data were reoe1 ved on Ootober 31, and the work tor the 
T&luat1on hae been begun. - Mr. Reagh, Mr. Brown, 
ILr. lroll, Mrs. McDonough 

Othar ProJeots or Stud1ea 

1 . P~11oat1one · 

(a ) J'or tha December 1uue ot the Treaeurz Bulletin 
data were prepared on &Yer&ge ;rielde or long-tera 
Treaeur;r bonds and h1gb-grade corporate bonde. -
Mr. Barnett 

All the aater1&1 euba1tted tor the Dec.,.ber ieeue 
vae reY1eVed and edited. Subetant1&1 rertalon waa 
&&de 1n the table on t he eat1~~ated a:aoun t ot all 
1ntereat-bear1ng goYernmental eecur1t1ea outetand-
1ng, as ot June 30, 1941, olan1t1ed bz i n uaeand bz 
tax etatue. 

ReY111one are being oone14ered tor future 1aauea. -
Mr. Lindow, Mr. L;rnch 
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(b) ~or tne publication Pric~• and 11elda or Public 
~.nrhtablfo Secur1 tie a I uued by tbe Cnlhd Stat..a 
GOv•rnment and by FedPril A7eno1Pa, oo=Put~t1ona 
were made and copy wea pr~arftd !or the ta&ue 
covering the month or llove111ber . Thio publ1catio,1 
shows by securities the coupon rntpa, maturities, 
and for each day of the month, together with a 
monthly average, bid and ask QUOtations (accrued 
interest to be added), and yielda. -Mr. Reagh, 
Mr. Brown, Mr. Lindo~, ~ r. Kroll, }:r. Moody, 
Mies HcCoy 

(o) The article on estimates or receipts tor the text 
or the Annual Reoort or the Secretary or the 
Tr~aaury !or the !iacil year 13~1 vaa comoleted. -
P.r. 0' Donnell 

The Annual Report waa completed and final page 
proot vas eubnttted to the printer. - l~ . Tiokton, 
~:tea Yeaterma.n 

3· Correapondence 

R!lp l iea wet·e prepared to letters received on eubjectc 
relating to the work or the Division, and letters 
dratted elsewhere and eubQ1tted to the Division ror that 
purpose were revi ewed . - •!iss M1oh~ner, Mr. Lindow, 
Mise ~iegler, ani other members ot th~ statr in appropr iate 
tielda ot work. 

Durin~<' Dece:!lber 419 letters were rece1vPd in the Division 
and 1t37 vere hand1ed aa rcou1red . 

4 . ChArta 

Charta are pre~ared and continually broueht up to date 
tor uaft 1n cemoranda and 1n chart books on special sub­
Jects and correspondinG obotographlc , ohotoetatie, 
and m~lt111th ~~rk ls carried on. rh11 is done in the 
Gra-;ID1c Saot1on under th!IJ aupervUion or Kr. Banyas. 
J. s tat1et1oal report on the w'lrk or the ~ra]>hic s~ct1on 
for the cont~ of December 18 attach~d. 
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TREASURY DEPARTMENT 
I'ROCURENIENT DIVIIQI 

WASHINGTON 

February 28, 1942 

325 

llEJ'ORANDUii TO THE SECRETARY :· 

There is submitted herewith the operating report 

of Lend-Lease purchases for the week ended February 

28, h142. 

During the past week conferences have been held 

with representatives of the Belgian Congo Government 

and Office of Lend-Lease Administration concerning 

the purchase of proposed requirements for metals, 

equipment, and miscellaneous items, such purchases 

to be on a cash- reimbursement basis . It is esti­

mated these requirecents will approximate $100, 000, 000 

tor the balance of this current year . 
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TREASURY DEPARTl E!IT, PRCX:UREi.El, T DIVISI 0:1 
S~TE!ml\T OF AllOC.A.TJO!lS, OBLIGATIO:;s (PtJRCl.l.A.SES) iJ,D 

DELIVERIES TO FOREIGN GOVERN!:E!.TS AT li. S. PORTS 
AS OF FEBRI·AkY 28, 1942 
(In aillions of dollars) 

AD· DliS'!"RA'IIVE IJI:OIS'I'!UI.IJ'l'ED 
Total u. 1\ . RVSSU C1.Il A EXPh .S~S ~ -. IS"CKLJ..lj,l! !:S 

Allocations li3T.U f587. ij 157.& F2 t .J (128.5 
(931.2) 711). 7) (143 .0) 57 .4) • \l) 13.2) 

Purchase Authorization 
(Requisitions) $719 .G 

( 725.1) 
"'513.4 
(s:..S.S) 

' 162.3 
( 153 .4.) 

. 41.5 
( 41.5) t 2.4 

1.9) 
Requisit ions cleared 

~117 . 4 for purchase f643 . 7 ''4-aO .1 t 33 .8 r 2.4 
637 .1) (497.4) ho4.o) 83 . 8) 1.9) 

Obligat i ons (Pur-
chase) ~602 .3 (461.5 ~104 . 7 ( 33 .8 .5 ( 1.8 

57!$.8) 452.2) 90.8) 31.9) ( .5) 1.4) 

iveries to Foreign 
Governments at U. S. 
Porte $210.4 $185 .8 ~ 12.3 $ 12.1 t 

.2 
(195.4) (177 .G) ( 5.3) ( ll .d) . OG) 

•Deliveries to forei~ govern-.ents at U. S. Ports do not include the tonna~e that is either in 
storage, •in- transit storage, or in the port area for which actual receipt s have not been received 
from the foreign governments. 

~ Figures in parentheses are those sb011n on report of February 21, 1942 • 

• 
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change in allocations shows an 
of tS55, 900 . 

32? 

~he United Kin~dor. allocet'ons show a 
091,.235.99. Tlou clllin7e is the result 

ateel funds in the amount of 
LfiD.i:wwhicb is off - set increases in ello-

29?.65, or a nt t decrea~e of ~12~ ,091 , 2~5 .9~ . 

decreased ~2,u91 . 72 . 1als re-
a decrease in • requifition for tirea 

of $240, 205.32, and an increase of 
L'I,.G111.llition for corru"a•ei galvllllized steel 

bana, the allocations for R~ssia and [ndis­
increased $14, 774, S70.45 end ~115,405, 4~~ . 2C 

• 
~ 

of these changes i s lhe increase in alloce - J 
the amount of allocations received fro~ 

Administration . 

~idlthorizations show n net decrense for the 
.-.u. Funds earmarked for the nurchase of 

of $24,217,199 .85 we~e released a~einst 
en increase in otligations of 

a net decrease of 1~,81S,731 . 69 . 

the purchase autherizetions of ~us~ia 
912 474.33 Pnd ~ . s 7 .. . restect·vel; , ) 

1D.cr•&&lle 1 of }'iscelle n•v··~ 01 4wll, '7'<. 51!, 
for Turkey, Perl• , •·t •.il and A.dnini~tn-
and $775.00, ,lbo., , and ~t, SCG . ha, 
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3. Requisitions Cleared for Purchase: 

Requisitions cleared for purchase show a net increase of 
~C,537,836 . 78 . 

The United Y~ngdom shows a decrease of earmarked funds of 
~7, 289, 731 .69 . 

There were increases for Russia, China and Uiscellaneous 
of $13,386, 054 .33, $3, 597 .56 and ~427, 918 . 58 . 

Regraded Unclassified
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CCIJlDD!LU. 

.JIIIIRAl. U6UYJ II.IK 

or liEW rou 

Dear Mr· Socrotarr: ~\\on\lon; Mr. s . o. ~lto 

I aa eneloatnc our coapllat\on tor the 

.. o~~: oii4H rol>ruary lS, 1942, obowl~ dollor 4h-

Yo1\b!ull7 1•~••· 

L. 11. Knoi<o, 
Vice Prcaldent. 

fllle l•ora'blo Boney Morgen\hau . Jr., 
teore~ ot the Tree•ury, 
laeh~toa, D. C. 
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In rep4' refe r to 
J'i) 

lEPAJma!R or Jr.\!! 
IJ.Sl! n;a 'lOll 

Fobrucry 28 , 1942 

Tho Secretary of Sta te preoonto his eo"!'l~nts to 

the Honorable the Secr• tZIJ7 of the ':l'r-MaurJ and encloses 

copleo of t he DepartCI<Int' a telocr"" llo. 93 , dated 

li'obruary 12, 1942, to tbo Al:oerlc&D l 10buty , Chunsklng , 

Ohlna, trananltt lng inquiries of t he Board of Econo~le 

Warfare aa to the v&lv.e of monet(IJ"y aetala and various 

curreneiee within Chi nn, and eop1es of the !ob4say 1 t 

rep4' , te1e~em :lo. 158 , d.o.tod February 25 , 1942, l y. n. 

Encloaurea t 

l . To Embasa;r , Chunsl::inc , 
No. 93, february 12 , 1942. 

Froo :&:lboaay , Chungking , 
llo. 158 , february 25 , 1942. 

cow: bJ: :;..3-42 

334. 
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PD 

r• bruaey 12, 1942 

7 p .m. 

Cl!li?iGXUG ( Ciil!U.) . 

~J . 

Pleue report e t. ina,a.oce Board. ot Ze on0:1ic iiartare 

ouch data aa ~ be readily aYailablo i n r ocard to the 

tollov1Ag: ( 1) The pr eoeot Yaluo o! oilvor in termo of 

Cn1neoo currency 1n an,y !roo or blMlc mar.<et; (2) !rbe 

prtttnt velue of gold in termt of CHinete currency in BDY 

troo or black ~arket; (3) Tho preooot voluo o! thooe ~etalo 

in terco o! military yen end/ or Federal ReoorTo ~ eurrency 

u.4/ or Cea.tral B.e aen-e Baflj( eu.rre.aey 1o B:l¥ t ree or bl~ck 

ru r.o:et; ( 4) ~to present • alue io tor:oo of Chineoe cu."Tency 

ot Podoral Reoer.e Rank noteo and :111t&r7 yen in en)" f ree 

or bl .U merlcet. 

YE :.TIIIh II S El. PA/1!. PD 

l!tJU. 
(DJ.) 
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111, hlonlaz7 25, 1 P.•· 

Cbunc;ld. "1: 1'1& 1.11. 

llated l'ebzoual:r 25, 1942 

!leo• d 9:43 .... 

Jlltlartii!!P!' t I 9 3, J'e bl'Ua17 12 , 7 J>• a , 

ftol fo1loo. :JIC l.ntor-.Uon hu b .. n obtoiDid tbroucb the 

ll1al1'17 of J'1a&Dce which 1o ba .. d on their innttl.caHon ant ro­

..... froa ftri ..... I OUI'CIII 

336 

00.. J'rJoe of eUnr black -.rlcn r&t., ooe dhn dollar 

....,.. ta6.oo ChiDe" curre~~q: one tad tquale 8 to 12 Cb1ooee 4ollan. 

!IN, J'rice of cold black -.rket rat11 one tu1 equalo $lSOO 

GlllM• Otii'I"8DCT (ux1n•• price at ooe t1. .... 2800 Ohinou currency). 

ltflolal l'aM quotod b1 Central l!anJ< Of China ODI tael O<lualo $680 

.,..II ftft'lllqo 

~. lapeaeoe a111tltol7 yen, et cetera, lo terma of Chinoee 

-· & .. I (1) l&]>OD810 milit&%)' )'In (A) lo !'b••¢d oquale $4,50 

W Uf ~ (:B) lo Canton eqnale $4.00 Ch1neoe curronq (C) 

.. kt;- •Mil Cbloa oquala $2.50 Cb1neee currenc;r: (2) l'edo~ 

•• w IMit an'" lo llortb Cbloa; -az1ma J'odoral .l!aoorre llaDk 85 

-•• ..-.,la .1.00 Cb1neoe currency; alolala J'edora1 .l!aur ... l!ank 

10 ••'• oqw&lo $1.00 Chloe" currnc;r: (3) Central lleoorTa l!ank 

..... prlOI 1o lhonch•i (A) fi>:od rate quohd lv Central lleurre :Bonk1 

OeaUal a.1 - llank $1. 00 equal.o $1.30 Oh1noao ourreney (:B) :Blaolc 

....,., prloe Central !l.eeorn :Bank .1. 00 oquale $1.015 Cbloooo currenc;r. • 

OAUSS 

• 
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T:\1 0 t E 1 £ cr :".r.: f.lUS t b t 
p:lr:--.n: .r '"'3 Ed b tfo r t :J t iP~ 
CO!ittun c~ttd t o :-.i1 JOnc ""' 
ot:u: r \:'::tn a C'·ovt rrL~t nt:-.1 
'Jt'lC' • ( 3.1 ) 

A • .::-:!CAi Cl..IJ!SUL , 

CALC ??A, ( Il!D I A) , 

RUSH 

GO 

2 n .r· . 

( l ) 'i.'o f'~. c i lit,,.c t'lt 1 ti e· • . •t ..;o ::: >on 

o ..... ctu:c!'s Gr"'·.:n on the rrc .... \.trcr or t~1 C Uni t Ed 

S~:>tts ,;' c !' o ll e~:in:; •rr•c t durt i s su• ~ tst t<l . 

( 2 ) All u . S . Coll"r c.•cc!;s ( r " 11 o!'l t he 
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rn .:1• S t .. tt DE !J~ rt .. ~t nt .... rc .. · .. tc r-.t,oun t or c:!tcl:~ 

d t liVETE C: 
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n rccc P• o this ~dvicc clclivCl' td ·s;,· b~nk. Upo 1 • r 

E c !>'-~~~·1cnl: 1n corrc spendinG T:.·c~.!Jl\Y''J :·,,ill tff t 

- 1'- u:1t to the II~ t~on~l Cit~ J:'.nk of Fe·· York , ;•n: 

'!o"l , ror ~ co • r - ... ~ _.c un ... o 1.t~ C lcutt"" bl'"'.nch. 

Consul:--.r o:ficrr ~'101.~ld -·~otr'.'Ct ~r"tion~l Cit:: 

:::<-. 1! o;: ::c· Yorl: to u::c •11 •Oesi' lt d111:;cr.c c in 

1dtntific" ttcn <'f ~:cc 

cr.dorsc:ntr.ts . ?he r :on l C1t: n .. "'!k of !'r· York , 

c~.lcutt~ . sr.ol•J.d endorse c>•ccl<3 :.:: tollO'.IS : INll~:1 
":!,~10:'./E P:-.:.: to 1;:~c order of ~..: c Trc~::Jurtr of th£ 

litntccl St-tcs for credit or our :.cccunt ':.th the 

l'~ tion~.l Cit:,- 3::nl< uf l'C': Yorl: , : c· • York , Si:_nccl 

I ·. <:J. !,l:OTC: . 'i'l'£· n.I"i •.rill lcok to thE !'"· tion:·.l 

City Bank of _·tn Yot•l; , Calcl· .. t a , Ol~l:; for usual 

~a r ant::- ur.dc r lstrs a'>?licll .lt 1n In<l18 . 

consular cff~ccr sho'.lld fol"\:&rd ch ecks 

acco:"lpB<1iEd by onE CO'l'J of list to Ti•tosurrr of 

Un t Ed s tatts , ;"Jo.s~L.n.:;toil ~ :".::J ~J'Otlptl~.r ao poo::l.blt 

·Jy saf est means avail:l lc . second co. y of list 

s houlC: follow by ~EparaLt earner ct t~rli r st possiblE 

elate . 'i':1i rC: copy ohoul<l ·.c rctairtl! , :· Cor.suln r 

offlccr. (Z) consulcr 

• 
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8 J-a • . 11~ II, 2 p . a . to Calcutta. 

(a) Conaular officer a:•oul<l mal:t no 

arraas11111nta for inaurtlnct oo ahlprnt nte Ttill bt covcrtcl 

br Govc~nt Loaata in Ship~cnt Act. 

(4) Pltast a<lv1at l'ational City Bank of Htv 

York and othEr u. S, GovcrnQtnt officials auprop­

r1atc parte htrcor. 

(15) ll'ltaat :.a~lt c~tcka ctntiont<l your 112 

in manntr htrtin outlined, Treasury is ~aying 
.• 

llational City 3ank of Ntl? York, I:c., York )1,276 , 18. 

(6) To minimize number ot ehtcks dr awn on 

Trtalurtr ot United Statca, a~cest you advise 

d11':)uraing ortictrs tbst they ahoul<l ca~l£ 

throuGh thtir rtsprotivt <lt?artnents their local 

ourrcnc)' rrt:uirtncnts . Arrar.~u cnta nill t!ltn b t 

aadc to advar.ct dollar crtdita to National City 

Baak or )lew York, Calcutta, through its t'E'7 York 

oft10ie E:l> QUOTE 
ThE DEpartmcct ap,roves thE forr : o1ng. Any 

cxpcnll incurred in corr-JillC out thE instructions 

oont
3
1nld in this tclc~ran should bt included in 

rccul•r accounts as stpcratt ittn for billin3 Trcasu~ 

in accordancE Sec. V- 45, Portion servicE Rt3Ulations . 

PlcAst rt:>tot 
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•4-#SB, FEbruary 28, 2 Pollio to Calcutta, 

Pltaat repeat foregoing to Consul, BombaJ 

om1 tting par agraph llo. 5 nnd subs ti tut1nc "BombaJ" 

for •calcutta" throuGhout . 

PD :PL:UE FA 

1/ELL£9 
Acting 

(PL) 
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TREASURY DEPARTMENT 341 
INTER.OFFICE COMMUNICATION 

• 1 DA TE lobruaJ7 2S, 1942 

TO Secro~ Morgen\ heu 

•RoM Mr. Dletrlch 

C Or iF i:JENTlA L 
Reeiotered otorllng \raneactiono of t he report i ng banks were •• to1lowa: 

Sold to commercial concerno 
Purchased troa coamerclal concern• 

£18,000 
£ 9,000 

Open aarket oter1lng held at ~. 03-3/~. wlth no reported traa•actiono. 

-
In a Tory dull aarltet the Canadian dollar dhcount wldeud to U-5/Sf. ao 

coaparod vlth 11-1/~ yootorday. ' 

In iew York, cloolng quotat iono tor the t oreicn currenc1eo l iated below 
vere •• f ollows 

jzgent ine peeo (tree) 
!ra.il lan ailre io (trot) 
Colo11b lan peoo 
Mexican peso 
U~an peao {fre e} 
Ven .. uelan bollT&r 
Cuban peao 

.2367 
·0516 
·5175 
.2065 
. 5275 
.n65 
l/4f. p NIIiWll 

Thoro wore no gold trano&etiono conoucmatod by uo toda¥. 

The Jodlral RooerTe ! auk ot New York reported t het t ho !&Dk of Y.o~ico wao 
shippi ng $1,526,000 in gold fro11 V.exleo to the Federal, to be earmarked for itt 
&C-COWlt • 

fhe State Depart ..,nt forwarded a cable to ua reporti~~& tb&t the l!ev Goldfhldo 
of lenoouel a Ltd. ohipped $151,000 i n gold froa Vonotuela to the l!ew York agonc1 of 
the Royal Balik of Canada, tor tale to t ho !low fori< J.uar Of !ice. 

Yo a&do no purcba••• ot ollnr dW'i ng t ho aontb of Februery. 'l'hio llllltoo t he 
third conoocut lTO 11ont b 1n which no oll•er hao boon offered to uo. 

• 
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PbRSONAL « 
SI!.CRET 

Dear Mr . Secretary, 

342 

BBlTlS8 EMBASSY 
WASHINGTON. D.C. 

2dth Febr uary, 1942 . 

I enclose herein for your personal 

and secret in£ormat1on a copy of the latest 

report r ece ived rro,., London on the military 

situation. 

The Honourable 

Believe me , 

!>ear ~:r . ::lecretary, 

Very slncerely yours , 

Henry Morgenthau , Jr . 

United Staces 'l'reasury, 

l'lashinc ton, n.c . 

Regraded Unclassified



• 

omL Np. 69 

343 
CoP7 lfo, / ;(} 

IIIITISB IIOST SlllRBT 

(u.s. SI!CI!Bt) 

Woration received up to 7 A.ll., 2"1th F'ebruary, 19.u . 
1. &W. 

It io now thought that the ohip torpedo«! try H,tl. oubooarine mmE!I!' 

on tho 2)rd was an light inch cruiser of the Fltlnt: !OOZN olaeo. On• ot H..M. 

paddle •tnenoopora ehot down on ene"'Y aircraft ott the fiWBilR and po .. tbl¥ 

damtlged another yesterday. A 5,800 t.on Brithh tanker wae torpod.oed southueat 

ot PUll! TO RICO on tho 25th and tl>o -u llri tioh ohipo were tOI']>Oclo«! orr ll!IITJSH 

GUIANA on the 2Jrd and V,t.b rospeettve]J', 

2. HILUMX 

• J.ma, 2St.b. Little """"" P'OWJd octtvt~. Ot>o .,..,y col= tn­

olwU~ e1ghteen tanks operating in the UN eoutheaet. ot I.BILI eveatual.l.1 vit.b:-

d.~·. 

~. Tho Japahese have occupied SIHi'AM:l , 

B.l.§§.IA. There is no f'urtber 1nfOJW.t.1on boyond 

ottto1al oollllUniquaa concerning o~ratione in tho STARA'lA RUSSA area, The Ru,,oi.,. 

continuo to attack in the DOXBTS sector . 

) 0 AIR OPWTJOlB 

!!ESIE!!N FRO'I!', 2St.b/26t.b. UEL. l'ittr· tho toru: clro.,ad, Burato, 

ineludiJw - l"roa o 4.000 pouod boab were -· on what n o t.bouiJ>t to be the 

"""th tloo~ dock, .1. large !in ns reportod lA tho Doutocho - ohlpyords, 

Pour R.C. A.Y. And e lx R.A.A.P. hoo-bers took port without loet. 

26th, !U.t.e or very near d.eaes wen Mde on tvo ene=y thl.pe ot 4, 000 

and 2, 000 ton• otr the Danish and Dutch co.aate re•pooUvelJ' • 

26t.h/2'1tb. Seventy-eight &J.rc:raf't .. re Dent out .. JtlEL noatJ.na dock 

torty- nino, eGa aJ.nins twenty- seven, leatleta t110. Thrae bcnbo.ra are J:daaine: ard 

two oraehed, t.M crews o.r both of thoa bei"S killed. Thlrty""ttlght tDGJrO' a t.rcratt 

were operatine 118ainet thil country ao:st ot thea la.Yin& ndnea off tho F.aat Coe1t • 

.ioll!a• Uth/2St.b. llelllngtom lo1AI lliNta orr IE!Illli.ZI, too .tsst.na. 

'lol.l1ftctooa attoclted 'I'R1TOLI !!.\RBOUR, 

2St.b. F1.iht.era etUTied. out coverinl s-u-ob a.nct an orr.n:llve sweep 

~· llnl<A1J.DO!l. 2St.b. fon o r our -"' on tho P'OWJd .. ro 

do1tJoo,.ed ar rendered unsGl"'Viceable. 
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MID }19.1 llo. 6U 
Situation 8-11-~1 

M. I . D., V. D. 11:00 A.M., Februar)' 26, 191>2. 

SI'ruATION REPOIIT 

I . Pacific Theater, 

Philippines: No ch4nsea to report . Burma: No signifi­
cant ch4nsos reported. JaYa: American a1rcratt;"1nelud1na flJ'ina 
t ortreooea and di•e bombers, aaaiotod in the attack on Japanese in­
.,aaion forces North of J a•a on Februar)' 27. The Japanese increased 
the 1ntenai t y of the reida on Jna on Februar)' 27. Dl.,.,.y planso 
attacked the harbor and airport 1n the BataTia Area, and the NoYal 
llaae a t SoerabaJa. India : Port Blair, 1n the Andal:lan Islands, vae 
raided t Viee b.r Japanese plar.ea, aueseat1Jl8 an il:Dinent ..,... to 
occup.r the islands . 

II. Western Theater. 

In a combined No'f,1, Arrlq and Air Foree operation, 
British Parachute Troopa of a special trained airforce division vere 
dropped on the French Cooet durina tho night or Februar:r 27/28 b7 
bombins planes. The raid vee said to bo a ouccseo. 

III . l!'aetorn Theater. 

Bard figbtins continue& alons tho tront eapeciall7 at 
CUOI)I, VELIZU and alons the VOIKOV River. Tho Rueaiana attaekina 
at KI!ARKOV claim to bo approoehina CIIOOUYEV. It is reported that 
tho Cenoan counterattack in the UKRAINE baa roached T.J:ISOVAYA (70. 
miles south of KBARKOV) . The official ar101 or81"' Red star reported 
on Februar)' 27 that the Cermana han 1nereaoed their air support on 
all tronta. The ntmber of dail7 nigbte vbich haTe been 15 to 20 in 
the put haTe been increased to 100 or 150. 

IV. Middle Eaatern Theater. 

l'lo air or land aet1T1t7 of iaq>Ortance to report. 

RESTRICTED 

• 
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