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l'axaUon 
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ThoiO&o, R. J. 
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Sea financing, Government: War Savingo Bonde 
{General Motoro program) 

'1\lrlcey 
Soo alto Foreign lunda Control 
Vnitod Sttteo currency aituation rtvievod for .A.meriean 
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L!, OaiOIOI BAU!IXI, U,S,I,I, 

!hia officer ia Ker•an 8pltael 1 a attcrne7 and 

obtained hia ooamiaoion throuch bia client, 

Ba ia atetioued ln Waahiugton in the aeae DiTiaion 

with Spitsel, end lo under lnTeatigation with Spltael . 

Be baa been reported aeTeral tlaea aa being engaged 

to DOIO!BT LAMOUB, the aoTie aotreae, About a 1•ar aco 

he aocoapanled her on a trlp to Honolulu. 

HIRMAI SPI!ZIL'S ASSOOIA!IS 

JOKJNII ROSSILLI - allegedl7 an lnauranoe buoiueaa aaao­
clete of Spitoel, Ke la reported to 

50 

be ln control of Italian recketeera ln 
Loa Angelea, Oal. Ka baa been arreated 
aeTaral tl••• end baa bean lnTolTed ln 
a •urder oa.ee. 

IU.TlCOJD ILIIDIROIR - Pollee Ooaalooioner under lla7or Shaw. 

JOSIPK I!AIOKI!!I - Judea, Loa Angalea l!unlclpal Court, 

OISA!!I !RO!KIRS - Jrauk Oraattl, actor ' • agent , wao at one 
tlae connected wlth !OIT PARKAOIII 1 o 
narootlo 17ndtcate. Ke qutt thia bualneoe 
aeTeral Ttara before the cane waa oent to 
the penitentlatT• Recentl7, be figured lu 
a tranaactlon lnTolTlnc !IDT SIIOIL, who 
la belnc held in Loa Angel•• for lew York 
authoritiea on a charge of aurder. 
M7aterloua financial tranaao t iona took 
place between OKARLIS WARD, polltlclan of 
Ml nneepclla, and BIIBT SIIOIL, in which 
Oraattl wao in aoae wa7 lnTolTed, !he 
Inooae !az Unlt haa lnTeatlgatad theae 
aone7 tranafe ra, 
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TREASURY DEPARTMENT 52 

INTitR OI'1'1Cit COMMUNICATION 

STRI C':'LY co::FIDEl;TIAI. 
OATS .Lpril 13, 1942 

TO Secretary Korgenthau 

••o,. ur. Klaua 

'% 
I learned unofficially from ttio Department of Juotioo that 

a criminal cue againat Anaataoi Andre Vooa1atalc:y i s being 

prepared to be aublll.tted before a Grand Jury in Connect icut, 

probably next week. 

I thour;ht you would be intereated. 

Regraded Unclassified



GENWL .l.NILIN.I!: & FIIX CORFOR!TION 

230 Park Annue 

New York 

April 13, 1942 

){r. Joseph J. O'Connell, Jr. 
Assistant General Counsel 
Treasury Deparnaent 
330a Chanin Building 
New York, N. Y. 

Dear Mr. O'Connell: 

53 

On April 11, Secretary ~orgenthau requested in­
formation regarding war production progress in our 
Binghamton plant . 

The present management appointed by Secretary 
Yorgenthau were elected to offloe on Maroh 16 under 
directive which emphasized the desi rability of im­
mediately converting all capacity, in so far as posaible , 
to war production. ){r. A. ~ . Marshall was assigned to 
the Binghamton Division. Re arrived at Binghamton on 
March 22, since which tiae the present Boara has executed 
the following contracts: 

March 24 
March 26 
!larch 27 
April 7 
April 13 

Sextants f or the Air Corps 
Bomb Tail fuse contract 
Collimators for the Air Corps 
Air Corps cameras 
Extension of Bomb Tail Fuse 

contract for production 
after January 1, 1943 

NaVJ Torpedo Parts 
Buffalo Arms Co . , (Sub­

contract) 

Total war production of war 
contracts exeouted to date 

$2 ,259,624.90 
1,054,868.68 

108, 062. 00 
122, 092. 00 

783, 000.00 
70,782.04 

114 ,188.00 

$4,512,617. 62 

Pending contract negotiated but not execut ed: 

.lrmyiAir Corps for contact pr nters $474 ,609. 00 

Regraded Unclassified
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Joseph J, O'Connell Jr. - 2- 4/13/42 

We are pleased to report that we have an assured 
gross for the next nine to twelve months of aomething 
over five million dollars, as compared with the previous 
peacetime peak production of two and one-half million 
dollars. . 

These contracts use over 90% of the floor space in 
the camera plant on a three shift-six day per week basis 
and it is estimated that the payroll will be increased 
from 400 to approximately one thousa.nd by the end of June. 
'fhis company has just purchased in Binghamton a two story 
and basement building of approximately 40,000 square feet 
of floor space partially for the purpose of storing old 
equipment used for peacetime production in the camera 
and i n the Ozalid plants in order to enable us to increase 
war demands. 

In the case of contracts for aextants and bomb tail 
fuses, we have provided for revision ofJrices downward 
after experience has been gained in man acture and manu­
facturing costa have been properly developed. We do not 
expect our original quotations to leave other than a 
nominal margin of profit. in opportunity is reserved for 
revising prices downward in the event we are able to 
institute economies in a greater efficiency over the 
previous production methods. 

Following is a record of production of the Ozalid 
reproducing machines. I understand that Fractically all 
of this production is now on high priorit1es for Army and 
Navy requirements. 

January 1942 
February 1942 
llaroh 1942 

The plants are in process of being converted to wartime 
production and we are committed to full use of the factory 
facilities on a three shift per day-six hour basis. It may 
be desirable, therefore, to defer invitation to representc­
tives of the Army Signal Corps and the .lrmy .Ur Corps for 
~ few weeks until the plant is operating rather than to 
~nvite inspection •t a t~e Qf conversion which, of course, 
lnvolvea cbnsiderable conruelon. 
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Joseph J. O'Connell, Jr. - 3 - 4/lS/42 

I !eel that Mr. Marshall h&a t&ken hold o! thia part 
of the businees in &n aggreaaiTe, intelligent manner iDd 
deserTes a great deal of credit and I hope that JOU will 
agree. I al ao think that we can show a satia!actor7 operat­
ing profit in wartt.. production and alao adhere to the 
nighest business standards. 

There ia attached herewith a copy o! a l etter addressed 
to the Surgeon General of the 0. S. Army. 

Very trul7 yours, 

/a/ R. E. KeConnell 

R. E. KcConnell 
President 
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Slll'geon General 
u. s. J.:rrq 
Washington, D. C. 

Dear Sir : 

56 

ipril 18, 1942 

I am writing you at the suggestion of the Secretary of the 
Treasury to offer my cooperation along the fol lowing linea, 

Cont rol of the General .lniline & Film Corporation was vested 
i n the Secretary of the Treasury by Vesting Order, dated February 16, • 
1942, pursuant to Section 5- B of the Trading with the Eneay .let, be­
cause it was found that ownership of control of thh company was the 
property of nationals of a foreign country designated in Executive 
Order No. 8889. 

The Winthrop Chemical Company, which ia jointly owned b7 
General iniline & Film Corporation and Sterling Products, Inc., manu­
factures a broad line of pharmaceutical products which have their ori­
gin very largely in Gennan patents , including, among others, the new 
quinine substitute, atabrine . It occurred to the Secretary of the 
Treasury that the manufacture of these various pharmaceutical pr oducts 
might be of interest to you or someone in 70ur Department and I would 
l ike to offer you the faciliti es at my disposal in case any of your 
officers wish to aeet any of our personnel or visit any of our plants 
or laboratories. 

Will you please let me know if this matter is of any inter­
est to you. 

RElr!o:T 

Very truly yours, 

Robert E. KcConnell, President 
GKNER.lL .AlHUNE & FUll CORFO!W'ION 

co: Mr. James Hill, Jr., President, Sterling Products, Inc . 

Regraded Unclassified



0 

Bottom oarso ror Ruaelana aent !rom mill to port 

(In tone) 

Philadelphia Baltimore New Yorlt 

Record or actual tonnage eent 
fro• •ill to port: 

Sunde7 Ap1!'1l 5 ......... 0 ••• • • 530 371 6911 

lfond&J AJ)%'11 6 •..• 0 •••••••••• 
3, 424 1,226 1 , 397 

'rueeda7 April 7 . .............. 3,01!3 2, 651 2,014 

"edne.da7 April 8 • •.•.•. • . .. 0 • 0 0 3. 374 2,622 2, 101 

'l'hurada7 April 9 • .•..••••••...• 3,231 3,1!1!4 2,~2 

1'1!'1da7 April 10 ••••.•••••. •.• 2. 9511 2,125 1 , 925 

Sat~7 April 11 ......... . ... . 2,352 2, 599 2, 646 

'fotal a ctual eh1pmente . 
15, 471! 13, 679 April 5 - Apr il 11 ••• • •• • •.••• 11!, 952 

Amount required to be eent f rom 
mill to port for the week Apri l 5 
to Apr1l 11 . ............... . .... . . 15,000 13 ,000 1\,ooo 

Oftice of the Secretar7 rot the 'rreeeur7, 

. 'fota1 
I 

f 
1,599 

6.~7 

7. 7118 

1!,103 

10,007 

7,001! 

7,597 

118,109 

.,,000 

DiTia1on of Raeearoh and Stat1et ioe. April 13, 1~ 

SouJioe : ' Procurement D1v1eion , Treaeur7 Department. 
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58 STRICTLY GO UfiOEHTIAl 
Botto• oarao tor RuttlMI .. nt rroa aula "' l'h11a4tlpb1a , 

total. !Uroh :lO to April ' en4 4ally ·~ 5 .. 11, 19'12 

7<>11D&P 

••.a• of oo.-n7 an4 Tot I 

"'II~U7 
lluch:lO 1!\lndiJ' ' llondo7 T\l.tl4a7 Wed..MI4a7 nu...u,l FrlU¥ l a t\l.rdaT .. J.prll 5 AprU 6 Aprtl 7 AprU S AprU 'I April 10 ' April u 
AprU ~ 

...... 
.Lser10-Jln !rttt Co •••••••••.•• , •• • •••.•• 1,156 2)1 191 fl 
C!'.~ttt Pr••• • Oo;p•r Co ••••••. ••• •••... 96 )9 
fle• eN Copl>"r • rttt Co ••••••••••••••• iS4 40 )9 17 J. ~ 

S("OY1\l !.hn•JI"fiiOtU"'lnS Co. , . ,,,., ••••..• 105 )9 " 19 

--al ltngfoNI Btttl co ••••••••..••••••.•• 
16 

ooepn '"" brut 
Revere Copper • s-·u• Oo .. .... ......... 127 

~ 
J.naoon4• :f!rt A Oll>lt co .. .. ...... ..... 2~ 

)Uoktl 
l'\terMUO~tl CO., •••• , ••• • . . . , . 200 

!!!!! 
Ab.n 'loo4 s utl co ..................... 152 

J.lhshtn7 t.u.dlua Steel Co • ••• ••••••••• • ~~ 
1~) 50 102 •5 50 

A- rs.ea.'\ noUtni W.lle, . ...••••••.....• 
~·r1un Stttl 6 W1rt Co ••••••••••••••• r Araco tnttrr.flltlonal Co ................. 

1, 1~z ~~k J:lO 277 r,J 22'1 6s 

!•tbleht• 5tttl Co ••••••••••••••••••••• 2 1 275 m "' }76 

;;l.etr Strlp ltttl Co ••••• , ••••••••••••• 25 
en tner4 Stttl Co ••••••••••••• ••••••••• 50 50 
COld llf'tal Frod\lO U Co •• ••••.•. .•••••.• 50 
cour.r tnnl•tt4 'ltrt co ••.••••••••••• 

15 

• COlort~~clo f\lel • Iron Co •••••••. • •••••••• 1,5!52 
Cruelblt Stttl Co •. ••• •••••••.•••••••.• 91 
Flrth St .. rltnc Corn •••...••• • ••••••••• • 17 
rord t~n tor co ••..•. . .••..•••••• •• ••••.. 2 
Ore1t L•~•• ltttl Corp .............. ... 1,6)0 197 140 ))2 ~)2 ~19 
Inl11nd Steel Co • .• ••• , ••••.. . •.. • ••...• 1,90) 156 95 1J- 19 ~, 

Johneon Stttl • Wlrt Co •••• . .....•••••• 
2~ ~1 

Jone• • Leu;hlln Btttl Corp •• •..••••••• )9& ) 9) ))2 41 )0 

1Ctltets.en !rot •.•••••••••••••.•••• .. .• • 20 
Xer•tone Stetl 6 Wlrt co •••••••••••..•• )0 145 75 110 

Lt SUle Stetl Co ................ . ..... Jt ~1'.4leon Wlrt Co ••••••••••••• •• ••••.•••• "7 126 
)~ 

126 
Yel.outh su.t Oo ....................... 451 51 -7 I 51 221 

~14 S \ 4 \U Stttl Co • ••••••••••••.•..••• 25 
N• U-,nd T'ube Co •••••••••••••• •••• •••• • 155 
~~~ Eni)&n4 Hl¥b Ctrbon wtrt Co • •• ••••• ~ 1~ JCn~rt l'oUlnC ltllll .................. 200 
Otlt Stttl C4., ••••••••••••••. .•• • • · • · · 6}9 52 169 1}6 6S 201 

p • 1l Co ••••••••••••• 0 0 •••••••••••••••• 
255 u: Pltttbur~ lttt l Co •••••••••••••••••••• ),Ji m ,,~ 6y 

RtJ:bllo S\ttl COrp •...•••••••••••••••• 575 577 
J n A. Aotbllnc • lona •••• •••••••••••• 10k 
ltntot Stttl Co •••••••••••• • ••••••••••• :lO 
Sba_ron Slttl Co •.•••••••••••..•.••••••• 176 

~ 62 
8u-ptrlor ltttl Co . ..................... 

fll 
}1 ~ 

no ... lUll co ••....••... ········ ····· 55 15 24 )0 

!bollptOn Stttl 6 W'ln Oo . .. , .. , . .... , .. 
~ 12 u )5 

Unlon Drawn ltttl Co •••••••• , • ..•.•••.• 2~4 166 42 42 &4 

U, 5, Stttl EXl)Ort Co,., .••••• , .•.•.•• • ),702 29 46 2)4 

Onl nrul OJolopt Oo, ••••• . ••••••••.• •• 45 
9 

VU!lOIJ\ ONOlblt Oo,,, •. ,. ,,, ...• ,,.,,., 
l 

WJJ.ltngtord atttl eo • ••••• ••• •• •••••• • . 72 ~ 211 22 15 

Walhlngton T\nolatt Co ••••••.•.••••.••• }6 69 41 ~ 
Weirton Stell Co.,,,,,., •...••••....••• 1,}02 1el 
Wheellna &t..,tl Oo~ •••••• , •••• •• • •••• .• 2,105 569 191 )21 1110 

•ro•orr Drawn Sttt Oo •••..•..• • .• • •• ,, so &I> 
Youn£ttown ahttt • Tubt Co • ••• .• ••.••.• 7111 211 54 29 

Undtt1cnstt4 •••• •• •. •••••••••• .•••••••• 11 

U.Uoellt n.au• l:lO 
Eltotro Co •••• ••• , •.•••..••••••.....•• • 
Jl'aUon•l LOck W~thtr Co ................ 2 
'fana4tua OOrp • ••••••• \ ••••••.. ••• •••••• 28 2! 28 

Total • •••••••••••••••• 0 • • • • ••• ••••••••• 2'1.6o5 5:10 '· '2'1 
} , OS} ),}7' ),2)1 2,955 2,)52 

Ottl" of tl>t ltoretarJ or t.be T re uu ... -, , 
Dl¥Uton o f Atttatoob an4 lt.Uttlct. 

Apr-U 1), 19~ 

SoUrce~ Proc:urtz.tnt D1't'l.t lO:"l, t-rtuury Depart•nt. 

Regraded Unclassified



STRICTLY COilFIOERTIAL 
Bottoa carao t or l'l» .. l ant u nt. tro• allla to Bal.tWOH. 

total IW'ch )0 to Al"'ll - 11M d oU J AI"'U 5 to U, 1,_2 

To~U>AP 

••• e; eoaoanr an4 Total I 

,~llf XUob )0 atn<I&J llon<laJ fl,tttdq ·-odaJ ~:r; I Prl4&J 
.. _ 

to Apr11 5 Aprtl 6 .IP"11 7 AprU a 1Aprll 10 .I.PI'11 ll 
Ap.r1l 4 I 

~ 
N:ltrl can Brll.tlll Co , ......... . ........... 96 ~7 117 ~~ 911 117 117 

Che .. Brau • OOpptr Co • •••••••••..•• 58 2} 

~ 
tolwerlnt TuM CO •••• , .•••• . ••• • ••••• • 10 

~ 
.U\eghtnJ Lt.~4lu• Stetl CO ••••••.•• ••• • u 
M•rtOI'In Rol11ng Mllh • ••••••....... , , ~~ ~ 
!•tblt.hta St•tl Co •..• , •••••••••..... , 

}1 175 
~1~\r Strlp ltttl Co • ••••••• ••••••..•• 2l 19 
!nl:ttrd Stttl CO ••••••••.•••••••••••. 50 

.,.gtl4 SltUl ProdUott 00 •• ••••••• •• ••• , • 5J 
Colon.l•l Stttl co ........ .. ... •. .... .. l8 " Or*!!t L-.ltfl It ttl Co •••••••• ••..• , ••• • 5J7 1-6 257 J~ ~ 
Ift1An4 Stetl Co • •• • , •••.•••• , •••••••• , 28') ,~ 

Johllaon Steel • Wlre Co ••••.•••. , •••• • ~ 
,_ 

Jon•• • Leu~1n !~•tl ~orp •..••••••• • 1,592 870 1,0811 1,2}6 69 " [~11tor:e Sutl • 'll'trt Co .............. 227 1-9 
Ct11 Steel Co ••••••••••••••.••••••••• • 111 10'5 J9 
F t " Co •.•••••••••••••••••• ••• . ••••• • 1,166 2~ ~7~ ~6 
Re~~lle S~ttl Co • •••••.••••.••••••• .• 5. )97 1,091 

,_, 
John A. Rot'blt.ns • &one, •••••••• ••.••• " P,.uthn Iron a 8tttl Co, •..••••••• . .• 1} 
SeneCJ 8tt'l 00 ••••••...•.•••••• • • ... • 28 26 
3ba.ron Stetl Co •• , , •• , • , , ••• •••• ••• ••• 128 J2 2<J 28 }2 2) 50 
TDDIUIII Stttl Co. , , , , , , , . , , , , , , , ... • • •. JS ~~~ 
U, S, 8totl Es:port 00., •••.• , ••••.•••• 611 225 115 1176 1,0)9 509 
Unl•ertal O)'olopt Co ••• •••••••• ••••. . • 2a 
•cflhburn 'R1rt Co., ••.••••..•••••...• .. 
1t1rton &tetl Oo., ••••••••••••••••. •• • 182 J) 165 21~ -~ 1)~ 
Yo~o.~~"lattown lhut t. Tubt Oo,, ••••••• , •• 15) 112 )S )8 
UMtt1~att4, •••• ,, •.••••••• , •. ,., .. . • 187 

Yl•ctlla.nt out 

irubl:llt.rd. 1r Co •• ••••••••••••••••.••••• •• 115 
KC!Ienna Ktta.lt Co, •.••.•••••••••. 

)5J 

tr.'14.ttl~tt4 •••••••••.••••. 0 ••••••• :: : 67 

································ 10,)79 J71 1,226 2,651 2,622 J.~ 2,125 2.599 

oe or tho ltoHtt..r7 o f 'l"re U\ll"Y , 
D1.Th10n of lttt .. rob and ltatUUOI, 

Aprll 1), 1~2 

Pf'OGJrt .. nt 1)1TU1on, 'freuury Department, 

Regraded Unclassified



STRICTLY LOHFIDEIHIAL 

tota1 llareb )0 to April - aA4 4lll1T AprU 5 to U, 19-2 

'f'onna.se 

! em• ot oo..,an7 1114 
oo~4lt7 

'f'otd. • 
Ma.rob )0 l\ln4a7 llon4a7 : '!\IU4&1 We4n e114a.J '!burt 4ari rnu., t kt:ur4&7 

to AprU 5 APrll 6 49rU 7 Apr1l 8 Aprll 91 Apr11 10 APrll 11 

Aprl1 4 :'------~------~----~--------~------·~------~-------
!!:!.!! 

Ptlotlpe DoOse eo • ••• ••••••• • •••••••••••• 

Oopptr 

UA1 ttd W1 rt • 8uppl1 Co. , •••• , • , • • • • • • • )) 

~ 
Oll'fer I :ron Co • •••••• •• • •• • • • • •••••••• • 

!!!!!. 
~rlc.n ,.,lltr.c Mlllt •.•• •.• •.. .. .. 
lr'::l.oo Intem•Uon&l Co ••••• • •••••••••• • 
!ethltht a Sttt l 00 ••..•.•.. .•. .. • •....• 
c.rn•P• Jl,Unoll Steel CO • ••••••• •••. • 
Cold. Ke tal Product• Co ••••••••••••••••• 
C01Are.do htl • Iron Co ••••••••••••••.• 
cruol'ble Stttl eo •••.•••.••••••••••...• 
Gr-eat LJktt &tttl Co •. • • , ...••••••..••• 
Haloo11b Stttl Co •••• • ••• , ••••••• ••••••• 
Heppenttlhl Co •• , , ••••••••....••••.... • 
Jn41an.a &Utl • 'flre CO • ••.•..•• ••. . ..• 
Inland 8tttl Co. , . . ....... , . ........ · · . 
Jone" • Laughlln &tttl Corp ••• . ,, ..• .•• 
Ua41ton llf't Oo •.•••• ,,, , ••.• .• ,, ..•..• 
Mol.outh 8teel Co •• •• •••• •••••• •••• • • • •• 
Nattontl 8tan4tr4 Co • •••• . ••• •••..•• • • • 
Ott• Steel Co •.. , ••• , • , , , , , , ••••••• •• • • 
P. K Co .. , •••••• , ,,,,,,,, o o o • •· · • · • • •, 

Pltttburgb Stttl 00 •.. • •• ,,, ••• • ...•• • • 
Republ1o ltttl. 00 ••.• . o • • o ., ••••••• • o. o 

Sbttf1tl4 ltttl Co ••••••••• ,, •• •.•••••• 
U. S, Stttl tJOPOI'1. Co ••• , •••• ••• • . •• ••• 
~aehlncton Tlh ~late Oo •••• • • •••• . •••• • 
ftlrton It tel 00 •• ,.,, •••.••••••••. •••• 
lbttttnc at eel cors>.. . • • • • • • • • • • . ••••• 
.,.okott DN!I'ft lttel Co, •••.••• , ••• • • • •• 
t~n~ttown ~ett • tube eo ••••.. .• ••..• 

ot tbt .. oretal"J' o t the Tr•a•urJ', 
D1?Ulon o f Rttttreb and s taueuee. 

101 

117 
78 

J99 
1,429 

U,)06 

•rooure .. nt Dlrtt1on; 1'rte tu.r'7 Pepartaent. 

5J 

11) 

76 
~ 

)7 

89 
7) 

118 
157 

1,)97 

28 
266 

74 

5~7 
1)7 

100 

110 
6J5 

2,0U 

'' 915 

2,107 

)50 

104 

1,925 

255 
12) 

525 

6}5 

2,~ 

Apr11 1 }, 19~ 
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me:.,. •••••"* ..ua----.-.. 
Afrl1 13, 1,-.. 

_, lA ···~ 

IMelwt w ..... IL'• ... hAin1 
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&aUal Ule._u. el ........ '-7 .t 
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..... AfrU 1, 19111. eiiMihl .. u.r -~ ........ ., ... .n., ...... .. ..._.._ ....... ~ ..... . 
.._ el .... Ttn, ..... - lir *'* .......... .,,_.-,. ... 
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01 JIW ron 

COh7'lilDI'l UJ. 

Dear Mr. Stcrnaq: ~ttentioa: Mr. K. D. White 

I u eaclooln;t ou.r c011pUaUon t or the 

weolc oadod ~pril l, 1942, ohowing dollar dloburoe-

mento out ot tho Britioh tmpiro end French accounts 

at t hio bonk and t he meono by whic~ tbooe expendi-

turea were t1n&oced. 

FaHhtull7 rou.ra, 

L. w. Knolco, 
Vico Pre~idont. 

~bo Honorable Honry Norgent bou, J r,, 
Secretary ot the f re&aurJ. 
Vaobington, »· c. 

Encloaure 

62 
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Treasury Department 
Division of Wone\ary Research 

• Date •.. _,~;.!l lJ ... 19 42 

To: 111 .. Chaunce:r 

From: llr. llhita 

66 

The Seore~ry would, I believe 

be interested in glancing at thie. 

' ) 

' 

• 

Regraded Unclassified



TO Mr. White 

JLr . Hofl1oh 

TREASURY DEPARTMENT 

INTER OFFICII: COMMUNICATION 

67,)'~ 

cAn March JO, 1942 

SubJect: Br1t1eh Income Tax on Wage Earners: 
Cr•ticism of Met hod of Collection at Source 

1. Accordi ng to oable advice trom Caaaday, the present system 
or collect i ng at the source the income tax on British wage 
earners has been attacked by some ot the weekly Journals , news­
papers and a number or employer s, on the tollowing grounds: 

a. Beoause ot the gr eat complexi ty ot the present aethod, 
i t oannot be explained satistaotorily to workers . 

There apparently haa been a deti oiency ot explanatory 
propaganda. Not until last month wee there i ssued an 
ettective pamphl et , •Income Tax Quiz tor Wage Earners.• 

b. Workers in the lower wage brackets are subJected to 
hardship. The s i ze of current t ax deductions depends on 
the amount of wages earned in the pr evious assessment 
period. I t ie argued that the tax deducti on may come at 
a time when earnings are tar below those earned in the 
assessment period, due to seasonal f1uotuat1on, illness, 
or lack ot employment at the end or t he war. 

Inland Revenue authorities haTe Tetoed plane to base 
curr ent tax deductions on cur rent earnings, largely be­
cause or the greater complications and increased labor 
which euoh a change would involve. 

2. The Trades Union General Council has dr opped its demands 
tor a change i n t he method or aeseaament and deduction, the system 
1s now bei ng accepted, and i t eesme obTiOus that it has come to ' 
stay at least tor the duration of the war. 

3. There also seems to be oonsiderable teel ing against any plan 
by whioh workers would have to disclose details ot family and 
personal ste.tus to employers. It does not seem to be clear whether 
th1e means opposition t o present collection at the source, but 
Caseday hopes t o obtai n more information on the subJect this week. 

(Cable No. 1~8, London, Karch 27, 1942.) 

Regraded Unclassified



111 r~ rater to 
:rJ) Sill. 5151/1897 

!be 8eeretary ot State pr11enh hia comp11.otente 

to \he BoDOrab1e \he S.ore\&1'7 ot \he !rea11>1'7 eD4 

ene1o111 copi11 ot a paraphra" ot telapd DO . 11138, 

8aet1on 5, da\&4 llarch 27, 1~, troa \he aerlcan 

•baeq, London,Jb&lan4, tranUilHI.Ilc a . ..... tor 

the Secretary ot the !reaeur,r troa Oaea!ay en4 Pelll'oee, 

8eoUone 1, 2, 3, and 4 were eent to !raaltl1'7 on March 28, 

1942. 
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P-'l!UBIWII OJ' mmpaw UC:Ilnll 

J'll()lt .l1Aor1ean :Daban7, Loll4on, ~1&114 

Wit March 27, 1942, 10 :P••· 

NO.I 1488, Soo,iono 1, 2, 3, 4 

69 

Thio moooago io ill otrict cOIIfidonoo frca O&a&dar &114 Ponrooo tor tho 
secret&:')' of tho ~r .. OU1'7. 

The alleged difficultioo inTolTod in tho preo011t o;votoa of colloot111c at 
the eource the income tax• on the vage earcere hal recentlr coae under oone14er­
ablo dioc~eoion. 2,500,000 vago oarnoro oaao under t hi o 17otoa in 1941. In 
Jan~ 1942 3,000,000 aero vorkoro at lower waco loTelo wore brought into tho 
o;votem. Thoro wao a dolq for onr a week ill gottillg tho tonao out bocauoo ot 
tho ortraordin&rf prooouro of work on tho illlllld r.vonuo. Conoidorablo ccapl1-
oot1ono wore caused for ooao time b7 thie dolar. · 

Tho prooont o;votea h&o boon attaO&.d b;y oomo of tho woekl;y Jourllllo, nowo­
paporo and a number of 011plo;yoro on tho follovi~~g groUIIdot 

1. !ocauoo of tho groat comploxit;y of t ho preoent methode tho;y 0111110\ bo 
oatiofactoril;y explained to workoro. 

2. Vorkoro in tho lower waco brackoto under \Ilia 171tea of aoooooaont aro 
oubJoctod to hardohi:p, 

In relation to tho firot ot thooo pointe, it may roooonabl;y be hold that 
thoro wao a dotioioncy ot oxpl&~~&tor;y :propaclllda. Not U~~til Pobruar,y 1942 wao 
thoro ho~od 111 attectin puphlot, IlllOCllm T.U ~IZ :&'OR ~ :EARiii.l!S. Other 
mothodo of oproadi~~g propaglllda ouch ao t ho radio 10011 to h&Yo boon ~eod illout­
f1c1ontl;y. Tho incompatibility of o%trome oiaplic1t;y in the W&7 the t&% io ao­
oooood aDd tho roquir•onto of oqui ty 1o a etronc argument Oonrnmont opokeomon 
han adYIIIaod but tho moot doeo not ooem to han been made of thio argument. 

Rogardinc tho eecond of thooo pointe 1n ao m~ch ao only throe montho of tho 
roar of aooeo .. ont and nino aontho of t he following year make up tho period ill 
which the t&% io doductod, tho argument hao boon prooontod that tho deduction 
of t&% may como at ooao time when booauoo of ooooonal fluctuation, 1llnooo, or 
lack of oaployaent at tho and of tho war, t he curroftt wac•• ot tho workoro are 
far below tho anrago they earned duriJl« tho aooooomont period. 

Some elaborate 111d ingonioua ooh•oo to replace tho prount method of t&%­
ation b;y a oyotem of current t&%&t1on of wagoo ..Xing tho year of deduction &114 
tho baoo year coincide han bo111 worked out b7 a fov uplo;rero 111d t he Inland 
i eYenue Staff federation, 

Regraded Unclassified
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- 2-

ror a u •• tho o ... eral OOIIAOU ot U.o 'l'ra4o Ullion llW})Ortecl OliO ot \heoo 
oclloan &Ad proooo4 U.o !roatlli'J to adopt 1\, 1te71'U 11141caho, bownor, Ula\ 
,.nor cooterrlllc v1U. tho 1111&114 BnOJWA, tho !. 11. c. 4olecahe 4reppo4 \hoir 
4-4• &Ad \hot at pr11od U ... , 'lllll1bl.T \hat U.oro will be a oh&nc• 1n 
~be tTtt•• H •••• oniooao Ula\ U.e 4itt1cn1Uoe hoYo been croatl.T uagorotecl 
~T U.o ocUa\1011 117 tho LOII40D IOOIIOKIS! &114 ""'IIP"Port &114 tho\ tho qo\• 11 
~elllc ac<:eptecl &Ad hat o•• \o otq a\ laut tor U.o duration ot tho war 1n ih 
c olltral lin". 

Soao ot the arcuaon h which OUlad the 1111&114 R.,.ollll.o to 1'oh U.o plane to 
111JC1 tho ~ ... rear &114 t ho rear ot 4edu.ct1on co1nc14e are ao tollowo1 

( 1) J.t a tillle when clerical labor it ney ooaroo, ouch pl0111 wcnl4 1D1'0l1'o 
aort work tor eoplororo, 

(2) De4uc\1ono troa WICII be"4 on coaputa\iono br the -.plo7or would bo 
1nYolY14 &Ad no opportunHr wcnl4 bo chon the wor k to qu"Uon th• W>Ul tho 
end ot tho 70ar. Jow a noUco ot aoo11uont it roco1n4 117 \ho worker &114 ho 
can appeal ocaiDot U botoro t ho 4eclncUon ot 0111 taz. !ho 1111&114 llonzw.o hUe 
tne •plOJor 1D a4•anco what taz to 4o4Dct. 

(3) Utuall.T not Wltll the end of tho nok dell tne ooplo7er know what U.o 
total tarnbco ot the worker• aro. 11n4or tho propo"d plant all tho ooaputaUone 
ot tho tax would haYo to be dono on the laot dq, which would bo 1mpooo1blo eo 
t horo would olw&Tt be a ono wook lee. 

Regraded Unclassified
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PAlW'HII.UI 07 BT.I!QJ&M RIOIIOD 

D.t.!lt llarch 27, 1943, 10 P••• 

110. 1 1488, Soctio11 5• 

!here 11 .. 1 to bo OOIIIldtrablo foollllc in Great Britain acalntt U17 
pla.o b;y .m1ch tho worker would han to dieoloae 4eta1le of fudlr &114 
peraonal atatua to the aaplorer. 
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I hcoo that I 0011 obtain aore 1nforMUon 1n btall ne:d weak 011 thlo 
aubjoct. · x.. tho :ooantiM tho oonclualon aar be draw that the Inlall4 
Jte ... DUI profert that 110 t'ltiiAaMDtal ~I lit q4e 1n the pi'UIIIt MthoAI 
of oollocUnc at tho oource lnc- tax. !heir aoet d11'1'1cuH talk hal be• 
tc pt the forao out 0114 to pt th• fUloA out durlllc tho throe aontho bofoM 
the boclDDlnc of tho 4o4w:tloa. !ho7 thillk that 011 a441Uona1 ao11th.., lie 
D.ICIIt.CLI7• 

Of oouroe, all of tho preco41nc lhculd bo kept in atrlc\ oontid.aoo. 

A •umarr of the crl Uohaa which han bo111 pr11011toA acalnot tho 
exiot1ng e:yot111 of taxation 0114 colleotlon of 1nooDO tax ao ap:;>lioA to -ce 
earnon 11 boinc forwar4o4 b7 air pouch for 70ur contidODUal 1111'or•Uota 
ltol l1'ant 4cC11lllellta 0114 cUpplllca will ecCOIIPioll7 tho ~· 
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TREASURY DEPARTMENT 

INTJ:R-OI"IOICII COMMUNICATION 

TO 

'""" CO I'J Fl DENTIAL 
ReJiatered aterllDC ttaaaaotlona of the reportlDC baaka vare at follower 

Sold to co-rclal concarna 
Purcb&lld fro• •-rclal coa.carna 

I. 53,000 
1.111,000 

Ot the latter UIOU.Ut, 1.100,000 waa purchuad fro• tbt lDtarnaUoa.al Gea.eral 
!lactrlc Oo~ &Del. raportadl7 rapreoaDtad dlYldaDdo. 

OpeD .arket atarllDC ra.al12.8d at ~.03-3/~. vlth Do reported tr&Dt&CtloDa . 

Tba C&D&dl&D dollar dltcoiUit, which hat ban qGOhd betvaeD 13~ &Del. 13-1/'llft 
durl~~& tbt put two valka, D&rrowed to 12-7/Sf. tod.aT. lo liDuraal acU Y1 t7 wu 
reported. 

lD Yaw York, cloala.c quotatloDa for the foralca curreDCiea llated below vare 
•• follow: 

ArJOntiDe peao (free) 
Rraslli&D •llrala (free) 
Colo•bi&D p .. o 
Ma:dc&D p11o 
tf1'1>C"&7&D plto (free ) 
TeneoQel&D boliY&r 
Cu!>&D pli O 

lfa aol4 tbt follovla.c -'llllh of gold, which vera earu.rlted for acc011Dt of 
tbt baoke IDdlcatod: 

$ 992,000 to the Central Bank of Jil SalYador 
--~=..:• 000= to the 8'111'1Du R&Dit 

$1,541,000 Total 

The hderal R11ene Rank of llaw York reported that the R&Dit of CaDa4a 
t blppad $3,869,000 ID cold frc• CaDa4a to the Jadaral for acco1111t of tbt Goftra.­
•tnt of Cauda, for tale to tbt Jlew York Aaaq Oftlca . 

ID LoDdon, apot &Dd forward a11Yar remaiDid at 23-l/2d, equt..alent to 42.6u. 

The Treaour71 1 purcha11 price for foralcn lllYar vao IIIIChoJI&ed at 35tl· 
H&Dd.y &Dd Harmaa.•a aattl••eDt price for foretca. al l Yar vao aloo uncb&ni"d at 
35-1/Sjl. 

lfe ll&de no purchaa .. of t llftr to4aT. 
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C<>PT No, ...l.J. 
BRITI!lK 11(8! SBlRB'l' 

(u.s. SIICRI'I') 

Wonoetion reooived up to 7 A, ll, , lJtll April, 1942, 
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Reteronoo OPTEL No, l20 novel oub-Pfll'48l'•Ph tlfo, 0... of our dootr.,.era 

repcl'u dootroyin(l one E-boat and d...,ging a aooollll1 tho otllor aoriousl¥ d-ged 

the t:.hi.rd, Our ehipa reported no damage or oaeualtiea, Aa a result of balll::d.ng a~ 

tsclat 1o B.\l OF B!mAL on t1tt11 and sixth about 191000 tono of oh.lppl.ng waa eban­

dor.ad and about 10, 000 tons di.IOlged, 

li!!BIIl• lltll, Heavy Ja-ose attacl<o, ouppartod by all aras haTe been 

roptll'tod upon tho Cbinooo toroeo at SIIA, Fioroo t:t,b~ 10 1o prqp-eos, 

reWCZ"'ementa, eat.iaated at one divialon have arrived at R.UCOON, 

), AIR OP!!RATIOt§ 

flESTF:jRH FROtfT, 12th, tfino BostonB, escorted by 21 squadrons or fil!htoq ., 

(lJ>oluding airoro.tt from two United Statoo 11Eoglo" oquedrons1 ono R.C.A,P. and ono 

How Zeeland oquadron) ouocos~f'ul.4>' attacked tho railw~ oontro at Jl.IZEli!OCK, En0D17 

fighters wore encountered 1o otrangth, tour were dootr.,.ed1 faur probolbl¥ destro)'ed 

and ton duaco4. 11o lost fittoon Spitfiroo, imlud1og ODO United States and one 

CanAdian (tour piloto oara) allll one Canedl.m Booton, 12/lJ, )27 drGratt wore aont 

wt : !SS!Ili2Sl (imlud1og 49 heavy) GBI«lollB, RAVRB 271 SBI.oHimll 201 .Dutoh aaro­

- 41 to&tloto PARIS 7; 10 are ll110.1.bg allll three orubocl on return, 

.LliiiA· lltll, Seven 1'oaahawks 1ntorcopt.cl twon~ dive boabera oaoort.ad 

by ton fichtare orr TOBRU!t forcing thea to jottioon their bombe, 'lbroo en- air­

craft lTOro deot.roy•d and one d~ed, " o loat tive Touhawlce AM: ~e pilots, 

JW.U. llth ovon1nc and llth/12th, Eighty-nino airoratt attooload HAL 

PAR and TAXALI aorodr-a were rendored tomporari.q uneorviooablo, l~th, Fitty~ 

throo aircraft •- ovar, OUr figbtora and ant1-airoratt dutro)'ed tivo1 probably 

doetroyed two allll duaced two, Four of our airoratt "" doatroyed on tho groullll, 

lllllll• loth, l!nol;r fighter• aohine-cunned LOIIID«l -, domging 

fin AVO '-ballka on tho ground, lbrriCOliOO a1111 AVO t'ololhavb abot d., aevon 

Ol'liNQ" aJ.roratt, Two fbrric.aoea nre loa t , 

Regraded Unclassified



UNnmSTATD~ 

COORDINATOR OF INI"'RMATION 

74 

~u.TUN. 0.. c. SECRET 

April 13, 1942 

The Honorable Henry A. Morgentahu 

The Secretary of the Treaau.ry 

Washington, D. C. 

Dear Henry : 

The attached has just come to ua 

from our London office. It is the French 

subdirective of the British Political 

Warfare Executive. 

Sincerely, 

, 0UL 
William J. Donovan 

Regraded Unclassified



E!!:· 
a) Britain is beginning to take the offensive 

herself, no longer merely preparing to resist German 

invasion. In order to show a new spirit offensive 

indications of eagerness and impatience of the 

British public may be used. Weather conditions are 

the only limitations to an RAF offensive against 

Germany. 

b) Russia - Still holds initiative. 

c) Air. Do not exaggerate scale attacks ~ present 

standards. They are only average. Weight these attacks 

will increase as weather improves and more aircraft are 

produced. In stating the damage done in these raids, 

care should be exercised. Use official evidence only. 

Vichy and France : 

a) This week Laval ' s chance of coming back in the 

VichY Cabinet seems even more remote. The weight of our 

attack should be on Puchen end Darlan and the helplessness 

of Petain. We should not, however, forget Laval. 

b) The supplies to North Africa should be treated 

in accordance with Official communiques from Washington 

and London. 
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COORDINATOR 0# INI'ORMATION 
w.....-wCM. D. c. 

The Honorable 
The Secretary of the Treasury 
Washington, D. C. 

Dear He.nry: 

April l J , 1942 

The attached information i s from the British 

Polit ical Warfare Executive -Italian Directive. 

s~l'fly, 

••·11~ 13t4D , 
Hl lOJD J. onovan 
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Eoophasis on •bri~llt fut ure• hca suddenly repaced 

I'"'''P''~~'' of intiaidation and p.i&siai&c~ •hich followed 

li.IIIGS<IUiOl'& speech of llarch 26th. They have aropped the 

1vrop1tgwnaa 88&inst Russi a ;:robably becauee (a) unfavorable 

on the part of the induct.rial workers (b) difficult.iee 

the way of sending more troops to Russia . Tney have re­

lturnEid t o ·he thesis •mare nostrum• and 1nve dropped the re­

lfere11ce:s to specific territorial claims against Frcnce. This 

probably due to (a) Hitler's having forbiaden their for­

~lat.ion (b) Ita_ian public ' s having lo~t. interest. The 

a in s i t.uation has .:;ro·m constant!) •or be. This is il­

lustrutad by (a) ~ussolini's vis it to frosinone (b) fifth 

post ponement of t 3e ~ate of delivery of tho grain to the 

sta te ;>ools, (c) the fact t ;.at the Jraconian degrcss against 

farm s .. i rkers are not enforced (d) receipt of rye from Ge:rl1llllllY.~I 

(a) Point out t hat &! leviation o! tbe Italian food 

Lituation ~epend s on the maintenance of or:!ar in the Balkans; 

stress that the fa:rl:le in Greece is another drain on the 

141ian ccon~::y ; co=ent on fighting in Yu,.otlavia an<: else­

he: e in the Ealkens. 

(b) t.t t he present t~.e Iluaan :.ead~unrters on the 

uesian front are at Stalino d th t he Ilalb.n troops uouped 

round Gorlokova. Emphasize the fighting in t:-.ls ::.rea, es­

ecie.ly along Tagwnrod-Dnioi)ro Et rousk railway. Keep in 

1nd that the I talian peopl e are oot being told the details. 

(c) Bear in mind the possibility that there ..sy be an 

tt..ck bj Po:cel. 

(d) Drn attention to the fact t.nat eighty ;>er cent of 

aircraft abroad am ninety per cent of th~ airc:-aft based 

BritAin ure canufacture:: in BritAin. 
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The Honorable -; 
The Secretary of t he Treasury 
Washington, D. C. 

SECR·ET 

Jly dear llr. Secratary: 

There i& attached a private report 

from Zurich which wa& received by Pl'ii 

under date of April 10 , 1942. 

Sincerely, 

~ 
Willi6111 J . Donovan 

Attachment 

Regraded Unclassified
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~------~--------~---J----------------~· 

General Oshima, the Japanese Ambassador in Berlin, 

Will be accompanied on his trip to Sofia, Budapest 

and Bucharest , by a high German Foreign Office . 
official who will act as interpreter and also by 

the Counsellor and First Secretary of t he Embassy. 

Emphasizing Oshima' s strong advocacy of Japanese 

intervention against Russia , diplomatic circles 

declare that at Berlin' s wish he has undertaken 

the mission to urge reluctant Bulgaria, Rumania, 

and Hungary to accede to t he German demands for 

full scale military participation in a Russian 

offensive. Oshima, by explaining his conviction 

t hat Japan will attack Russia at the moment the 

Gernan offensive is launched , will add weight t o 

these persuasions. 
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TO 

TREASURY DEPARTMENT 

INTI:It 01'1'1Cil COMMUNICATION 

Secretary Morgenthau 

Mr. lamarolt 

,.-.I' 

so"-

DATW April 13, 1942 

SubJect: Bu~~~mary ot Mill h .ry R11porh 

. 
The eoale ot attack against Malta ia the most con­

centrated and auetainad in the biatory ot air •arfare. 
The average 1nteneity ot ettort in March •ae 100 attacks 
per 24 hours. In April thie baa increased to over 200 
attaoka per 24 houra. Field Marahal leaaelr1ng, •ho ie 
in charge ot the attaolte, tailed against the R.A.F. in 
the Battle ot Britain. Hie attempt at bombing Mosoo. 
••• also amaabed. The prestige or the German Air Force 
ie no. heavily at etalte in the attaolt on Malta. 

Walta's ability to •ithatand the German attsoka, 
eo tar, hae •ealtened Rommel's ability to atrike at Egypt 
by causing •aetage and consumption ot etooke which the 
German Air Force can ill attord. (The concentration 
on Malta hae enabled the Britieh to maintain air super­
iority in Libya.) The German ettort againet Ruaeia baa 
alao been weakened, aince nearly all the German equadrone 
attacking Walta came originally troa the Russian front. 

(U.X. Operational Report, April 10, 1942) 

Supply Routes to Ruaeia 

It ia eat1aated that there are between 150 and 175 
German long-range boaber typea bet•ean Trondbeia, No~ay, 
and Petaamo, finland, suitable tor ant1-eb1pping opera­
tiona. (In addition, the bulk or the German Navy is aleo 
engaged in the attempt to out the supply routes to Rueo1a.) 

(U.K. Operational Report, April 10, 1942) 
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R.A.f. Aotiv1t1ea 

on the night or Apr11 S/9, 250 tone or h1gh explosive 
and lnoendiarlee ware dropped over the Ha•burg area. Owlng 
to bad weather , moat airorart bo•bed on eatimatad t1me or 
arriva l , ( i .e. bombs were dropped over the approximate 
locat i on or Hamburg. It seems that the old i llog1oal 
prACti ce of bombers bringing their bombe baok to England 
because the7 could not locate their epeoir1o target hae been 
d1eoont1nued. ) 

(U.l. Operational Report, April 11, 19~2) 

Voice ot the Chier - Wholesale Corruption in Germany 

•Whlle the comaon people etend in long queues in rront 
or the etoree in the cold and dirt or the et reete , the Party 
Commune 1n the homeland encourage• the r armere in their pro­
fiteeri ng. All the Mazi ortioiale have their extra ratione 
delivered from t he countr7 to t heir c i ty homes in packages 
and boxes . EverT second tarmer'e son, in return, enjoys 
h1a tirml7 established privileges. And the farmer certainly 
knowe wb7 he is doing all thie . In addi tion to the dizzily 
high prices, there ia added an extra premium in the shape 
or a small ravor or two. • 

"Ever7body knows about t hese aot i one, only the Gest apo 
seems to be ignorant. Once in a while, they try to oala the 
masse s w1th the arreete or emall 1na1gnitioant profiteers while 
they let the big commune boeeae car ry on unmolested. • 

• I have collected quite a number ot these big-time para­
s i t es and wlll make thea known within t he next few days. It 
1e about t 1ae we t1n1ehed ott theae l i oe who paralyze our 
will to win the war. • 

(Federal Comaunlcatione Commission, April 10, 19~2) 
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FOR 1\ELEJ.SE I MORNING NEVSP APERS I 
Tuee4~, April 1~. 1942. 

i'ren Servioa 
No . )l-16 

4/13/ 
The secretary or the Treaaury announoad laat evening that the 

tender• tor 1150,000,000, or thereabouta, or 91-day Treasury billa, 

to be dated April 15 and to mature July 15 1 1942, ~ioh ware ottered 

on Apr11 10, vera opened at the Federal Reaerve Banlta on t\pr11 1:). 

The detaila of th1a i aeue are aa tollova: 

Total applied tor- 1311,219,000 
Total accepted 150,073,000 

Range of accepted bide: (Excepting tvo tender• t otal i ng 
1150,000) 

High - 99.960 
Lov - 99.922 

Average 
Price - 99.929 

Equivalent rata approximately 0 . 158 percent 
" • " 0.309 • 

• • • 0.281 • 

(16 percent or the amount bid tor at the low price waa accepted ) 

-oOo-

Regraded Unclassified



83 
TREASURY DEPARTMENT 

INHIII·OI',CI: COMMUNICAT ION 

OAT& AprU 14, 1942, 

ro The Secretar,r 

J.A 7011 requeatA4, I ban obtaiDed a breakdowb ot tbt. .W.acriptioo -

tipru tor the new cert.iticatu ot iDdebt.ecm.aa •• bat. ... o bt.ok.e aDd ...,.._ 

banking inatitutione. In thia atat ... ot the oon-banldnB w~>•criptiooa are 

divided in !our ,roupa. 

Aloouot Parcaot 
SUbecribacl ot :J:otal 

B&olc1JIB inatUutiooa t Sl-,81511 .S9.)~ 

Other corPOra tiona: l,o6l )4, 6 

Individual .. 36 1.2 

State and local SOYemMnta t ~ .9 

All othera: 12+ ....it.__ 

TOTAL t3,o631l 100,0~ 

Incli'fiduala took nr,r •@ lua tbt.o tbaJ no~ take on a nota or 

bond otteriDg, Tbll banlca took laae tbt.o thq unalq taka in ootea, but eul>­

atantiall:r 110re tb&D tbt.:r pt in honda, A better picture o! what the corpora­

tion• took, ao coq>arecl with other iallllae, will be anilable in about three 

weeka llbao Dr, lllaa akaa hia ~ia. 
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LIMITATION ON PROFITS 

Present: Mr. Patterson" 
Mr. Paul" 
Mr. Nelson" 
J.lr. Sullivan.; 
Mr. mough.; 
Mr . Helvering• 
Mr. !!.ar bury .; 
!lr. Forrestal" 
l!r. Anderson v 

Admiral Land 

April 14, 1942 
9:00 a .m. 

H.M.JR: Randolph, do you want to state the case? 
Come on up here, I mean, you have been talking both 
with Mr . Patterson and Mr . Forrestal. 

85 

MR. PAUL: I have been following on this profit 
limitation ever since I had to go up before that Naval 
Affairs Committee following you (~r . Patterson) and Mr. 
Nelson and Mr . Forrestal; and, as a matter of fact, ever 
since that we have been trying to work on some provision 
that would work, realizing that there was this terrific 
political pressure all over the country. We haven't been 
able to find anything that is aatiaf~ctory. We took the 
position before the Committee, as Mr. Nelson and the 
others did, that the best way was taxes, and probably 
the only way. 

Well, last week I had a conference with George and 
Doughton, at which particularly George expressed great 
concern over the way things were moving, being afraid 
th.at the conference committee now having thh recent bill 
in charge would take the House draft instead of the 
Senate draft, the Senate draft being reasonably innocuous, 
although some people over at the Navy Department think it 

I 
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is pretty dangerous as is . Saturday Mr. 
called me1 and I also saw Mr. Forrestal, 
been talklng--

H.M. JR: He is coming; Jim i s late . 

Patterson 
and we have 
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MR. PAUL: And it seamed to me that i t was time 
we all got together and consolidated our forces , because 
if we don't, someth~ng is going to happen here that is 
going to be very troublesome, indeed may go so far as 
to seriously impede the war effort . 

AWI!lAL LAND: Speciticalll the amendment of this 
nineteen billion dollar appropr ation bill? 

MR. PAUL: That is right . 

Am!IRAL lAND: That is what I assumed. They had me 
on the ' Christmas tree on this same subject on Vinson' s 
coJJUUi ttee. 

MR. PAUL: The present acuteness is in connection 
wi th that appropriat1on bill, but, of course, the Vinson 
Committee is all part of the general picture. 

ADMIRAL LA ND: And it is part of the general public 
stampede for action . 

WR. PAUL: That is right, and I am just a little 
afraid there is going to be some action. Unless we can 
find some constructive way of dealing with it, we are 
going to have a bill that is going to be very bad. I 
don't know whether we can, apart from taxes, get anything 
that will be satisfactory. 

I spoke to the Secretary about it Monday, yesterday, 
and he immediately thought it was a good idea to have 
this conference . 

H.M.JR: I spoke to the President on the phone and 
asked him if he had made any coaunitments one way or the 
other, and how he felt about it . He said he had made 
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none, and he'd like us to ~ ahead and see if we couldn' t 
do something about it . He d like to see it handled 
through the t ax way, rather than through a special bill, 
and he gave me a couple of his own ideas which he said 
he was Just pulling out of the air, such as could we 
limit salaries to fifty thousand dollars, and so forth 
and so on, but I mean, he wanted to go ahead and try to 
do scmething. 

Here was a suggestion I was just going to offer in 
view of the fact that there seems to be, unless something 
ia done to satisfy these Congressmen in their primaries 
that something is being done about profits and salaries, 
and that is this - and I am asktng for punishment whe.n I 
make this suggestion, and I don t want to do it unless 
the departments involved really·want t he Treasury to do 
it, because I think Helvering won't talk to me for a 
week after I make this suggestion . That is this, if the 
Departments, tho Armr and Navy, Nelson Maritime Commission, 
would like the Treasury to, we are willing throu~h Internal 
Revenue auditors to go in and make the original lnvestiga­
tion and get a finding of facts . After al l, we are in 
there anyway wi t h these businesses, and we would be looking 
for the profits on an annual basis, and not on the individual 
contract basis . 

MR. NELSON: That is the important thing right there, 
Yr. Secretary. They are all thinking in terms of a con­
tract basis . Now, the contract basis, as you know, is 
absolutely impractical . You'd never audit it on a contract 
basis . 

MR. PAUL: That is the Navy's last line of defense, 
to at least get into an annual basis . 

H.M.JR: I just say we are taking on a hell of a 
burden, and then my thought was , if you peo~le wanted 
it, would ask us, that after we 20 in and f1nd this -
for instance, normally we wouldnTt know what the 141 
profits were or the salaries until almost a year from 
now. 
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}ffi , HELVERING: Fifteen months a.fter. 

H.M.JR: Yes , but if the Army and Navy, for instance, 
or Nelson and the Karitime Commission, were worried or 
bothered about any particular contract and say, "Please 
go in and make a pre-audit on such and such a concern, • 
we are prepared to do it . 

UR. NELSON: We have been talking with t he Federal 
Trade Commission about that, Mr. Secretary, they did it 
during the last war. They had a set-up to do it . Now, 
it would be a question of which could do it best and 
easiest, you or they. · 

H.M.JR: Well, I am not asking for t his - this is a 
terrific burden . We have five thousand auditors that are 
in the businesses anyway, that have to go through the books; 
and I'd only do it if you, plus the Navy, would want us 
to do it, you see , I was looking for a way to be helpful . 

MR. NELSON : It is very important that that be done 
by some agency, in my opinion . I think the War Department 
doesn ' t agree, at least ·somervell. I have talked t o him 
about it . I don't know how Bob feels , but I £eel that 
that is highly important, and one of the first things to 
assure the Congresamen is that some independent agency is 
going to make the audit, in my opinion. 

H.M.JR: Then the thought that we had is, when we got 
these findings of facta , there is a joint committee on tax- . 
ati on, House and Senate, and we have the right and they 
have the right to see any returns . We would file a copy 
with them, and then make the copy public . Now the thought 
is that if a business knew that the Treasury Department 
was going to make an audit and then make it public; rather 
than have the stigata, the chances are nine out of tan that 
they'd come in and ask for renegotiation of the contract. 

UR. t~N: Well, they are doing that now, of course, 
in a large number. i re you familiar with what has been 
done in the War Department on this subject? 
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R.M. JR: Only in a amall way. 

MR. NELSON: There is a committee over there now 
that is made up of five or six interested parties, all 
of whom have something to contribute in the picture . 

•::lnd they are going over these contracts, tak1ng the 
bigger ones first and renegotiating th«m, and, of 
course, the manufacturers have been for same time asking 
for renegotiati ons on many of these, because what baa 
happened, Mr. Secret ary, is that as this stuff gets int o 
mass production, they can produce it so much cheaper than 
they originally thought t hey could. They learn to do 
it in fewer man hours, they get the maaa production 
methods, · and their profits go up tremendously. ! concern 
like Continental .L!otors, their co.ntraot readjusted for 
the last six months over forty million dollars, a concern 
with three million capital savings . It would just be a 
national scandal, and still the company took i t at the 
same price they had been doing it at before, but had 
learned how to make it cheaper. 

H.M. JR: Well, Don, I say I am offering this as a 
suggestion . 

J.m. NELSON: I understand, sir, 

H.W. JR: Because through the Treasury, if you people 
think it over - I am not trying to rush you or anything -
we would be willing to go up and see George and Doughten 
and McKellar and try i f you wanted us to do this, to 
swing the thing over lnto the t axing power committ ees . 

AtMIRAL LAND: I 'd like to say right here now I don't 
have to think t t over . This is exactly t he line that 
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the Maritime Commission wants to follow, and it has 
already been suggested, We think it is not only the 
simplest and surest way of accomplishing i~ but that your 
agency, despite the fact it is a dirty trick to wish 
it on you, and ao forth, can do a better job than any ~ther 
department of the Government . Now, Mr. Anderson studied 
the thing vary carefully, has been to all t hese conferences, 

Regraded Unclassified



90 

- 6 -

spent the last part of thit week with the l&r and NaV7 
Departments - General Carter, waa it, over with rour 
show, Bob? While I won't ear that ther go along with 
this, our conclusions are verr definitelr that rou can't 
set a fixed percentage price and put it on all the 
contracts existing in the United States. You can put 
a ceiling, but rou can't make it applicable and do justice 
to ths people without interfering with production, eo that 
again that l eads up to the other angle. I! we need rour 
assistance with somebodf we think is crooked, and so on, 
as rou ear, we would cane and get it in advance, pre-audit. 
So you don't have to wait f6r the Karitime, because we 
are convinced that that ia the proper war of proceeding. 

WR. PAUL: Of course, in the public mind the salary 
aspect haa this dr~atio appeal. 

H.M. JR: From the buaineaa man' s standpoint I should 
think the less auditors from the Government he would have 
crawling around through his books, the better he is pleased. 

MR. NELSON: That has a great advantage, and the 
ones they are accustomed to . . 

H.K. JR: I ~ not going to plead for this, because 
we are perfectly happy to go along aa we are, but I ~ 
worried. If you do this thing, the impact it might have 
on the manufaoturer1 this separate profits bill on each 
contract, which won t accomplish what Congress wants, 
will Just be an embarraament to the manufacturer, and 
in that W81 might impede production. 

AWIRAL LAND: Not only might, but will. 

MR. NELSON: It will, definitely, no doubt about it . 

MR. PAUL: Even a definite limitation on the year ' s 
businesa1 without applying to particular contracts, might 
impede tile war effort. · 
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AD!.!IIUL LAND: All you have to do ia put up a 
doubt in the man' s mind, no matter what the thing is; 
they are all worrying about the thing now. 

H.M. JR: Senator George and Bob Doughten will fight 
to keep it in their oammittee1 and keep it - they both 
feel that way, What do you tllink, Bob? 

MR. PATTERSON: Well, there is no doubt of the fact 
that there are abuses right now, caused main.ly by two 
things: A contractor, taking a new item to produce for 
the War Department, figured out his probable costs and 
then he figured out a great many contingencies; some of 
those contingencies weren' t in his favor, so he is left 
with an abnormal margin of profit, And the second thing 
is the one that Don mentioned, which is that as he took 
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a small order he didn't make much on this; but when he 
preserved the same unit cost in large orders, he found a 
great many ways of saving man hours, and the execution of 
the large orders resulted in a good deal of profits stay-
ing wit!i him, far more than he ought to have , A good many 
contractors recognized that themselves1 but they didn't 
know what to do about it , They thought perhaps the tide 
would turn against them on wages, or something like that, 
and so they Just letit ride along. we have got the abuses 
there . Congress proposes to control them by profit limitations , 

The beat way from our point of view of controlling 
them would be by the department policing their own con­
tracts, bringing them down and relying upon the excess 
profits law to catch all cases we missed. We can't do it 
apart from the excess profits law. You can' t for the 
reason that you have got all kinds of sub-s~b-sub-contraotora 
down the li~e, and it is an impossible task for any depart­
mont, I don t care what it is, to police all of those Jobs 
way down and have them reflected up at the top in any correct 
way on the cost the Government pays, so that for that the 
the only possible cure is, as I see it, the excess profit s 
tax, 

MR. PAUL: Your point would be that it would not 
be fair to select certain contraotsi which apparently were 
war contracts, and audit them, and eave untouched a great 
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DWIY material matters that would re&lly be making war 
proi'ita just u much u the prime contractor'. 

MR. PATTERSON: The question - of course, I have 
only discussed the thing in a very general way so far, 
but the question is more practical than that . We are 
faoed with legislation in the form of a rider on the 
appropriations bill, the House saying six percent, and 
the Senate saying renegotiate, and the Secretary shall 
keep anything they ·deem excessive. That will not work 
well, evan if they take the Senate version, because it 
leaves a contractor in complete doubt as to what his 
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price is . He will be driven to demanding a cost-plus­
fixed-fee contract, which ia very bad, and which we 
deplore . But that will be the tendency if the bill that 
is passed by the Senate becomes law. The question is, 
how to prevent that and how to get it so that t he con­
tracts are policed internally and the prices renegotiated, 
the profits reduced, and then the excess profits law tax 
taken. 

MR. PAUL: Of course, you appreciate one difficulty -
I don ' t know whether it is clear to some of you - any 
excess tax profit you have falling short of a hundred 
percent - if you ha~ ninety percent, I have seen cases 
where the ten percent remaining is more than the man 
dreamed of making in 1939. 

l&R. NEIS<lf: That is vecy true . · 

MR. P!UL: If he is making it on his own capital in­
vestment, that is one t~ing; but if he is borrowin~ the 
money from the Government and has no risk capital 1n there--

MR. NElSON: That is why I would like to see you do 
both things, tax law and get it administratively, too . 

MR. PATTERSON: 
catch the oases· that 
can' t rely purely on 
reexamination of the 

I would only .count on the tax l aw to 
the departments missed. !nd you 
the excess profits tax law without 
contracts . 
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UR, PAUL: That is ~ point, 

MR. PATTERSON: I agree with that , In fact, the 
excess profits tax law I view aa a atop-gap . 

MR. PAUL: I struck a case recently of a man that 
made one hundred twenty thousand in the pre-war period 
and he has now a thirty million dol lar business, and 
his profits are six million; and if we take ninety 
percent of it, that leaves him six hundred thousand, 
which is five times what he made before the war, I dare 
say that isn't an unt7Pical case , 

(l.lr. Forrestal entered the conference) 

H.M. JR: This is the suggestion I am making. We 
are willing to put on this, if the four Departments ask 
us to, really want us to - we are willing wherever the 
Army or Navy, Maritime Commission, or Nelson feel that 
there is an exorbitant profit being made, that instead 
of waiting for fifteen months - normally we wouldn't get 
at the '41 books of a corporation for about fifteen 
months, but we are offering, if you people wanted us to 
do it - think it over - that we would go in and make what 
we call a pre-audit and a finding of facts which we send 
to you and t o the Joint Committee on Taxation in the 
Senate and the House, and also be made public. 

UR. PATTERSON: I don't grasp yet how that will 
meet the problem that is urgent today, which is to try 
to get thit appropriation bill paseed without any provi-
sion about excess profits , · . 

H.M. JR: Well, I can expl ain it to you. As I say, 
I keep repeating this, because I am very sincere about 
it, because it is an awful responsibility, a headache . 
If you gentlemen after thinking it over feel, ~orgenthau, 
we'd like you to do it,tt I'd be willing to go up and ask 
for a meeting with George and Doughton and McKellar and 
Barkley and Rayburn and simply say that the Treasury is 
willing to do this, take t he responsibility. Are ·you 
willing to leave it to the Committee on Taxation to 
handle the question of excessive profits and excessive 
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salaries? I know in advance that George and Doughton 
want it that way. 

ADMIRAL LAND: Would that mean they woul d drop both 
amendments? That, of course1 is the ideal thing; that 
is what you argued for the other day. 

H.M.JR: Yes . 
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ADUIRAL. LA tiD: If you could possibly do it , If it is 
po~ sible to do it, we think that ought to be done. That 
i~n •t the place to handle it on that appropriation bill -
absolutely illogical . · 

H.M.JR: That is it, to kill the emendmant and ~ut 
it in a tax bill. 

AOORAL LA ND: We did our darnedest to steer the 
thing, Certainly political strategy, national , not 
Republican or D!lllocratic , made them do what they did . 
Whether that was the only way out, I don't know. 

H.M.JR: And I checked with the President, Jim, 
and he is all in t he cl ear on this, and he would like 
something like t his, whatever we agr ee on. He has got 
no commi !:men ts . I cleared with him. 

MR. FORRESTAL: The im~lication would be, then, that 
the reference back to the \iar, Navy, or Production Board 
would be followed by their own individual action. 

MR. NELSON: Renegotiation of some kind, or recapture. 

H.M. JR: We would be used as an agency, as an audit 
agency, to make the audit . We are in the books, anyway, 
It is a question of doing it a year and a quart er in 
advance . Then if we find that certain companies are 
escaping, then i t is up to George and Dcughton to draft a 
bill and get them. 

AD1!IRAL LAND: And that is the proper place the bill 
should be drafted, in the committees and not a rider on 

an appropriation bill . 
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!JR. PAUL: In fact , in the House that has to be 
passed as a separate bill. 
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MR. PATTERSON: Do you believe that if that pro­
posal were made tb Barkley and ~oKellar - of course I 
know George and Doughton - I know their views - do you 
suppose that that would head off this legislation that 
is no1v in the conference canmittee? 

(Mr . Marbury entered the conference . ) 

H.U.JR: As I say, if I am asked to do it by you 
people, and you back me up, somebody go up with me, I 
am 1'1illing to go up and meke the effort . 

!.IR. FORRESTAL: Hatch said the thing could have 
been beaten that way. Barkley said again on Friday that 
i t was a lot less hysterical. 

MR. PAUL: Perhaps if you couple with it salaries, 
that would help a lot . 

MR. PATTE~ON: Of course, I urged the Senate leaders 
not to put anything in t he appropriation bill and take 
a chance on coming out of conference with nothing, in the 
appropriation bill, they' d take the Senate version rather 
thin t he House versi on; I was overruled; no one else 
agreed with me . Hall told me we had to take something 
passed in the Senate, then work out some kind of a com-
promise . · 

MR. LAND: You mean none of t he Senators agreed with 
you, but the Government agencies all agreed with you, that 
is, we four . 

MR. PATTEKSON : They agreed with Senator McKellar as 
to what was likely to happen, I believe, because perhaps 
I didn't kno17 as much about it as they did. I don't quite 
see how we are going to get out of the pickle we a re In 
now with the appropriation bill in conference . The bill 
is ~assed by the House.containing a square{ strict pro­
vislon on profit limitation, and the bill s passed by 
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the Sonate containing a vaguer provision on profit limi­
tations . They will tell us, I am pretty sure, t hat that 
binds the conference to include something on profit 
limitation. 
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H.M.JR: The other thing that I had in mind, and I 
forgot, was that we are ready - for instance, if you 
people like the idea, we would take twelve companies 
that do business for the AI'IIcy", twelve for the Navy, and 
twelve for the Maritime Commission, throw in enough 
auditors the next three or four days to see what their 
'41 profits were, and salaries, and tell these people 
we wlll come up there Monday. For instance, we will have 
t he salaries of officials for 141, 140, and 1 39, their 
profits for 141, 140, and 1 39, and then apply the pending 
tax bill to the '41 profits and the salaras of the indivi­
dual and show you what it does to these thirty-six com­
panies . N0w, we could do it, We could have something 
certainly by. Monday morning, and tell t hem 1~e will come 
up there, and we will lay this on the table, and you 
people decide whether this bill which is pending does the 
trick that you want it to do or whether lt doesn' t , 
theo~etically , We will lay !t right on the table, and 
I am sure there isn' t a president of a company that w ouldn 1 t 
help us, having it done on an annual basis rather than 
contract . Go see the president of the company, The 
trouble is, practically all of these companies have exten­
sions of time . Practically none of them have filed their 
Karch 15 returns, so we would have to go in and ask for 
the help of the president of the company, or the comptroller, 
or the e.uditor. 

I think by the end of the week we can have thirty­
six companies, Army, Navy, and Me.ritime, you (Nelson) 
giving us the ones this morning that you think, so we 
won't lose any time . Throw enough people i n there, and 
by the end of the week we could have it . I think--

MR. PATTERSON: I am afraid that might increase the 
demand for profit limitation rather than get rid of it . 

l!R. NELSON: I am, too, 
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H.U.JR: It wouldn't look ao good? 

MR. NELSON: I don ' t think it would look good. 

MR. FORRESTAL: ' Before you applied the taxes , 

MR. PAT1'ERSON: I am afraid it would land you with 
a six percent profit limitation law. 
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H.U. JR: You mean after you applied the pending bill, 
you apply those to 141 taxes, and it· isn' t go1ng to look 
good? · 

MR. NELSOO: That ia '1141 opinion, it won't, 

MR. PAUL: You mean ten percent that we leave them, 
or the eleven percent is going to be so much, is that 
the point? 

MR. FORRESTAL: Only in a few companies like planes, 
I think. 

·MR. NELSON: I say if you pick twelve representative 
companies , and you try to pick them, I am afraid they 
won t look good on '41 business . 

ADiliRAL LAND: Salary basis - I know you are right 
about that . 

H.M. JR: After they have paid the taxes, and after 
you apply the proposed bill to their ' 41 salaries? 

MR. NELSON: Well, maybe after you apply the tax 
bill to their salaries, but no one ever does . 

H.M. JR: That is the whole point. We will take the 
tax return of the president of any concern - we have his 
return - he has filed his return. We will take his ' 41 
' 40, and '39 salaries, then hie net, then apply the pen~­
ing tax bill to his '41 salary. 

MR. PAUL: Mr. Secretary, why isn 't that salary end 
of it a way out? You can satisfy the lions by throwing 
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a few high salaries to them and put in the appropriation 
bill - don't care - a llm.ita tion on salaries, but kee~ 
out the profit limitation . ltight be a damned good thing 
to have a limitation on salaries. 

H.U. JR: You could freeze the salaries as of a 
certain date, too . 

MR. PAUL: That would be a compromise. 

MR. FORRESTAL: Your two hundred thousand on a 
salary - that is the f ellow with about fifty-five thou­
sand under the new schedule? 
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YR. PAUL: I don 't remember the figure but that is 
probably alproximately correct, and, in addition, we can 
show this f you disallow the salary deduction to the 
company and then still tax the individual, we will probebly 
get more wi t h these high salaries than we would if they 
weren't paid, , 

MR. FORRESTAL: Show what is going to happen to 
Messrs . Jack and Heintz, who are busted, I should think, 
today, 

H.Y.JR: The point I 'd like to see myself - in fact , 
I em going to do it anyway for my own information - I 
want to satisfy myself that the pending bill is going to 
do the trick, 

· MR. NELSON: Yes, from that standpoint I thi.nk it 
is fine , I meant from the standpoint of going down and 
promising this committee you would turn tnsm over to 
them, I sm afraid. That was all I meant . 

H.ll. JR: Don, it gets down to t his, is our pending 
tax bill good enough to do the job? 

J.IR. NELSON: From that standpoint, I think it is fine . 

H.M. JR: That is what I would try to sell "to them, that 
the pending bill will do the job, gentlemen, and wi l l do 

Regraded Unclassified



99 

- 15 -

it better than What you are suggesting no~. Why not 
leave it to the Tax Committees, but I can't do it until 
I get the actual facts . 

MR. PATTERSON: I t hink there is a fair chance that 
if the people in Congress were confident of prompt~ction 
on excess profits tax law t hat t hey'd drop the profit 
limitation . They think of it as being a thing that is 
going to take months and months - al~ays do take months . 

MR. SULLIVAN: Do you think that if the Secretary 
made such a suggestion to them and agreed to go ahead 
and have an audit on the ' 41 returns apply tlie corpor­
ate and individual tax rates under the present Treasury 
proposal to those '41 profits , and bring them in and 
subnit them to the House Ways end Means Committee for 
action - as a part of this tax bill, do you think that 
would appease the critics of the present system and the 
people who want the rider in the appropriations bill? 

ADMIRAL LAKD: I will answer that without knowing 
anything about it . It will appease the intelligentsia, 
it won't appease the rebel . 

YR. PAUL: Will it appease them if you had a salary 
limitation, too? 

YR. PATTERSON: Salary limitation ~ould not be as 
bad as a profit limitation. Of course, there again you 
get into a thing ~here you are trying to cast thin~s 
into a straight jacket . If you' d say, "No salary 1n 
excess of fifty thousand dollars shall be paid out of 
these monies, " ~ell , I suppose that the tendency to that 
would be for small fry who heretofore had been getting 
twenty thousand dollars would be to boost up to fifty 
thousand. It is bad in legislation. 

1m. PAUL : But it isn't as bad as the other. 

H.M.JR: The whole thing is gentlemen, here is 
what the Treasury proposed legiaiation does to a company 
based on their ' 41 earnings . Here is what this rider 
does . !low, we at the Treasury think we can do a better 
Job - we can get more money this way, and it is fairer . 
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Now why not leave it to the Taxing Committees, give 
examples. 

1.00 

MR. PAUL: If we approached it fran another angl~ 
too, apart from the political angls,. it might be a 
darned good thing to find out if ninety percent is a 
high enough tax . 

MR. NELSON: I think your test sampling i s fine . 
It is just in my mind as to whether that will eliminate 
this rldor. 

H.U.JR: I gather, Don - I may be wrong - that 
Congress is looking for an out on t his thing . 

ADlmU.L LAND: Sure 

H.M.JR: And so far we have sat in the back seat 
and said nothing. 

MR. NELSON : This fellow Case who introduced the 
amendment in t he f irst place called me on the phone . 
Congreaaman Case said he was disappointed at the turn 
the thing took. He said he had introduoea the thing 
primarily so that t hese oontraots should be rene~otiated. 
Then t hey told him on a point of order he couldn t do 
that, so then be had to put it on a profit limitation . 
He did it at the instance of an Army officer, who felt 
that it would be a good thing to have contracts renegotiated 
and have Congress renegotiate them, ao he tells me. 

MR. PAUL: Has he been court-martialed? (Laught er) 

MR. NELSON : He wouldn ' t even toll who it was. 

MR. FORRE~TAL : Glad he mentioned the Army. I 
think what t he Secretary of the Treasury says i s true. 
They are l ooking for an out, and I think any reasonable 
out . 

MR. PATTERSON: Is there any way of your rates on 
excess profit s being accelerat ed, that i s--

but, 
WR. PAUL: I ·t hink that would be very difficult, 
on the other hand, I think maybe--
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MR. PATTERSON: Those aren't the things they have 
the long hearings and long pieoea of t estimony about, 
are they? They are about other things in the bill. 

MR. PAUL: That is true. 

H.M.JR: You mean rushing the bill through? 

YR. PAUL: Rushing that part of the bill through. 

H.M. JR: We went to thmn, asked thsn whether they 
would rush the excise taxes through, and they said they 
wouldn't. 

MR. PAUL: They don't want to establish any rates 
in one field until they have the whole bill planned, In 
other words, that is their attitude, and l think that 
would be very difficult. 

H.M. JR: They are finishing the hearings this week 
in the House . 

MR. PAUL: I don ' t think this is going to take as 
long as some people suppose . 

liR. PATTERSON: How long do you think it will take? 

UR. PAUL: Well, I think by the end of July it 
ought to be in, and II!Aybe the middle of July. 

MR. PATTERSON: Well, quite a ways off. 

MR. PAUL: I know, but people aay October, elections, 
and everything . It may pass the House by about the lOth 
of June, end. the Senat e I would have to allow a month. 

MR. FORRESTAL: You would, I think, do harm with a 
six-percent bill that went through, and then was wiped 
out when your tax bill - the point is , these people have 
got to have a bone to throw to the dog; and if they 
agreed to have the tax bill cancelled, anything they pass 
now, if it were satisfactory to them--
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H.K.JR: You can answer that better than I can. 

MR. FORRESTAL : ••• t hey'd accept . 

MR. PAUL: I th.ink i t is very difficult to get a 
tax bill off the books. 
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MR. SULLIVAN : You have sanethlng very dangerous 
there, because once the Congress puts· thia on the books, 
a popular measure, and these twenty-f.ive members of the 
Ways and Ueans, all of who:n came up for reelection this 
fall, have to accept the onus of taking this popular 
measure off the books; and that is quite a load for them 
to carry. Then you have got a lot to do after the can­
mittee has acted favorably on it . 

MR. PATTERSON: If it passes, you will never get 
rid of it unless--

MR. SULLIVAN: You might after election, but cer­
tainly not before . I think t he harm would be done before . 

MR. NELSON: Does anybody know whether the conferees 
can th.row both amendments out? 

MR. PAUL: We were talking about that. 

llR. SULLIVAI~: I think they can do it by directing 
the Secretary of the Treasury to m&ke this study and to 
brlng in a report to the other c~.ittee. 

MR. lW!.BURY: They are not committed to anything in 
the Senate except renegotiation of contracts . Thef can 
bring .in something which merely relates to renegot 1ation 
of contracts, and that is in the parliamentary rules . 

MR. NELSON: Why not see what canes out of the con­
ference? Maybe the conference will accept the Senat e 
amendment. 

MR. SULLIVAN: Too late then. 
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KR. W.RBURY: They can knock a lot of stuff out 
of the Senate amendment . We have been working on 
something which takes all the polson out of what the 
Senate passed. 
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ADMIRAL LAND: ~· not follow what you have been work­
ing on here, which would leave the thing in a fairly 
harmless state, that is, if I understand what Mr. Marbury 
and his gang have tieen doing here, the Senate amendment 
has been redrafted already, and you could hold on to the 
renegotiation and drop everything else, and then your 
procedure would still be eff ective and still be logical 
and proper. That is an out for the poll tical aspect of 
the thing. 

MR. MARBURY: As I understood it, we had prepared 
this thi.ng, which is nothing in the world but a re­
negotiation clause . It takes everything else out of it; 
and as it stands, it couldn't possibly hurt a fly. 

All.HRAL LAND: That is right. 

MR. PAUL: Do you have that power now to renegotiate? 

JdR. MARBURY : Not by law. 

KR. PATTERSON: You have it morally. 

AD.YIRAL LAND: This may provide an out . 

KR. PATTERSON: Still you morally have the power . 

!IR. MARBURY: As I understand it the suggestion 
made to us was that the conferees wouid be glad to 
accept something like this, which gave us additional 
powers of obtaininf information in addition to those 
in the War Powers ct, that is, powers to demand interim 
statements, and things of that sort, and the power to 
renegotLate, even though a contract contained no renegotia­
t ion clause; that. with those two powers they would be glad 
to let it go at that, provided they could get something 
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to show the public that this problem of possible limi­
tntion was being taken care of in the tax bill , and 
would be taken care of effectively. 

MR. SULLIVAN: Don ' t you think that that directive 
to the Secretary should be included there; because i f 
you go just as far as your proposed amendment, then I 
am afraid there would be a rider put on every bill that 
went through, and this thing would keep cam.ing up unless 
there is same indication to the people and to the Congress 
that we are really going after this problam. 

KK. MARBURY: What is the proposed directive to the 
Secretary'l 

'LIR. SUlliVAN: That he shall make pre-audits of 141 
returns of companies that have contracts with the Army, 
Navy and Maritime Commission, and after bringing the 
reauits of those audits to the attention of the Joint 
Tax Committee, will then make recommendations as a part 
of the present bill by means of handling this situation . 

'LIR. MARBURY: I think their making pre-audits is 
good, but I feel as if you bring all that stuff in and 
it is Just aDmiUOition, like the way they do with this 
Las Vegas thing. It ie Just dynamite because it looks 
ao horrible before the taxes are applied, and sane dema­
gogue, as it were, throws it around like chaff in the wind. 

H.U. JR: That is the difference . We would only 
bring it to them showing after the people had paid the 
tax, or the proposed tax bill. I know, somebody said 
the present bill isn't severe enough, but the way to get 
these companies on an annual basis is through taxes. 

1m. MARBURY: That is right, we can't reach sub­
contractors . 

H.M.JR: As I say, if the present legislation for 
corporations and individuals i•n' t severe enough, we 
have got plenty of time to change them. 
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l(R, YA.RBURY: I think it is severe enough, but 
I am just "ondering if you oan oontine your reports t o 
Congress as to wha~ the result would be after they paid 
their taxes, I think that might be different . 

MR. PAL~: I think that would serve a very useful 
purpose, 

MR. PATTERSON: You couldn ' t confine it to that , 
Of course, they 'llould want to kno'll t he whole thing; 
they would want to kno'll 'llhat the salary question was . 

lo!R. SULLIVAN: Bob, we will certainly find cases 
in 'llhich our present proposal will take more from the 
corporations than this s1x percent limitation will . 

MR. PAUL: Yes, You will find that in all cases 
where there isn' t a high income oredit or invested 
capital credit . 

H.M. JR: Some of you people say what you want , I 
am no• here as a salesman. 

MR. PATTERSON: The question right now is 'llhether, 
I take it, the Treasury should go into a pre-audit as 
opposed to the War Department , or sane other agency, 

H.~.JR : No, the thing that I am suggesting is, 
that is a su~gestion that I go up there, and whoever 
goes along w1th us, and bring George and Doughton in on 
this picture, with YcKellar and cannon, and try to swing 
this thing out of the Appropriations Committee into the 
Tax Committee, I make a suggestion - well, that is not 
good enough for themi but if you will do this, then on 
that basis 'lie are wi ling to awing it over to the Tax 
Canmlttee and drop the thing, That is the thought, 

MR. NELSON: I am all for swinging it over into the 
Tax Canmittee , I think the way to get at this thing 
is through taxation . Anything else certainly will hurt 
this procurement program, and I already see signs of it 
right now, taking these smtll business pools and so forth; 
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I had one yesterdAy that was awfully hard to find a 
way to even get tQ.am into this picture on any kind of 
a limitation profit like that. The only way to do it 
is to swing it into management fee, so ali these things 
will swing into management fee or cost-plus-fixed fee . 
You can' see that very clearly. 

MR. PAUL: Then you will have added costs . 

MR. PAT1'E~ON ; That is ruinous . 

H.M.JR: Bob, you seem worried; think it over. 

MR. NELSO!I: !lay we do that? 

MR. PORRESTAL: Let's nail it down to what they are 
. talking about. Now they are not suggesting, as I gather, 
opposing this step of the conference agreeing upon rene­
gotiation. That is not your thought, Is it, Henry? 

H.M.JR: I am here offering the services of the 
Treasury to go up there and make this first suggestion, 
which will most likely not be acceptable, but the pur­
pose being trying to get the amendment killed, swing it 
out of the Appropriations Committee into the Tax Committee . 

YR. PAUL: That is not inconsistent with that re­
negotiation. 

MR. MARBURY: That is my point. 

MR. PATTERSON: I think that that might be effective, 
what you propose might be effective in trying to ·at least 
confine the legislation attached to this appropriation 
bill to the narrowest limits. Keep out the six-percent 
provision of the House; ~~~f out the sliding scale that 
came out of the Senate C ttee, but didn't pass the 
Senate; keep out, if possible, t he provision that did 
pass the Senate giving the Secretary power to declare 
anything excessive that is going to be very disturbing 
to people because they don ' t know what price they are · 
working for . That is apt to come out. 
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AOORAL LAND: That is the point, that this can 
be killed ~f t he Secretary,goee up there and offers 
his solution, and they won t aooept that; t hen he gives 
them this bait of renegotiation, and then we will hope 
that that will stick and drop the rest. I am a hundred 
percent in agreement with that procedure . · 

MR. PATTERSON: We have got a provision now which 
doesn ' t modify the bill as it passed the Senate very much, 
which renders it quite innocuous; and after a great many 
words and clauses and paragraphs, bells down to rene­
gotiate. 

H.M. JR: Have you got any assurance, Bob, they will 
take it? 

!JR. PATTERSON: no . 

H.M.JR: That is your trouble , 

MR. PATTERSON: But I think that the policy you 
propose will help us get that over . 

H.J.l. JR: Do you want to think it over for twenty­
four hours? 

MR. PAUL: I would like to impress one final thought 
there, that if these two things don 't work, that you be 
prepared on the ne.xt step, wnich is perhaps sane salary 
limitation; while I don't like that particularly, I 
thi.nk it is better than· other alternatives . 

ADMIRAL LAND: Why not leave that in the hands of 
the Secretary if we agree to go up there ; and if he 
doesn ' t get away with his first thing - get away with 
his compromise--

l.IR. PATTERSON: I agree with Randolph Paul that the 
salary thing is the red flag to wave . It is more strik­
ing to the public to have a stenographer receiving forty 
thousand dollars per annum than it is that the company 
made fifty percent, or something like that , 
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MR. PAUL: Especially that one. 

MR. ILARBURY: May I · say this? The House conferees 
have asked for a meeting tomorrow before they meet wi t h 
the Senate conferees . They want to bear from t he War 
Department. 

MR. NELSON: Who are the House conferees? 

WR. YARBURY: The whole Sub-Canmittee on Corporations. 

MR. PATTERSrn : Headed by Cannon. 

WR. loiARBURY : They have asked the War Department to 
go up t here tanorrow and talk to them about this profit 
t hi ng by itself. 

H.M.JR: And Frank Knox is up there this morning 
at ten o'clock on this . 

ADMIRAL LAND: He is on the Vinson Committ ee . 

MR. MARBURY : This is the actual conferees . 

A~IRAL LAND: I spent two and a half hours there 
yeaterday. 

MR. PAUL: We have all been up there, I guess . 

ADlURAL U NO: I doubt if anybody was there as long 
as I was , 

MR. NELSON: I was there two and a half hours. 

Amfi RAL U NO: This is t he Vinson-Smith Bill -
nothing to do wi tb this bill. 

H.M.JR: What would you like, gentlemen? 

WR, PATTERSON: I would like t o think i t over, aa 
you say. Can' t we have a meeting tomorrow? 
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H.M. JR: Same time? 

MR. PATTERSON : Yes. 

H.M. JR: Want to come back tomorrow morning at 
nine o'clock? 

1.09 

!.!R. SUlliVAN: May I suggest that if there is any 
chance of following your sampling pre-audits, these 
gebtlemen should ask somebody to select the names of 
canpanies, because the time will be very short. 

MR. PATTERSON: You can do it in ten minutes. 

H.M.JR: Would you give me something this morning, 
Don? 

MR. NELSON: Yes, I will see that you get it . I 
will get it from both the Arazy and Navy and 1fari time. 
You want a representative of about twenty-four? 

H.M.JR: I would like thirty-six. 

MR. NELSON: I will give you thirty- six that are 
representative . 

H.LI.JR: Get it into Sullivan ' s hands by noon . 

MR. NELSON: I will get it by noon. 
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ApPll U , 1942 

lq dear Hr. Pr .. identa 

r thought you would like to know that at 
111 requut ~ Donald !lela on h fU1'11hhing .. tocl&J 
wlth the n ot 86 oorporationa having oontraata 
with the Anq, HaY)' or llarit1M c-iulon. 

All of the taz retU1'118 of the11 aoap&Diea 
tor the year• 1989 and li40 are now available. 
Nol'll&ll¥ we would not aa.plete aucli t1 on the 1941 
ret\IJ'II.I \Ill til about the alddle of 1943. However, 
n propo11 to aend Internal Revenue auclitora into 
the home of tioea of theae varioue bualn••••• toaorrow 
and to we llmediate audit• on the 1941 retU1'11e. 

We •hall then appl7 to the 1941 profita of 
theae 36 aorporationa the 1noome and exoeaa pr ofita 
tu ratu UDiler the Treaauey'• pending propoaal. 
We will then know definitel7 whether the Treasurr' • 
propoaed legialation i a adequate t o take the profita 
out of war and whether it will l!.it the net aalariea 
of 1nclividual otfioer• to a reaaonable degree or 
whether aoae other teahnique will be required. 

l~. Sullivan and ~r. Relvering aaeure ~ that 
I oan han thh in.fol'lllation not later than Tueadq 
next. 

The Preaident, 

Tha 11hi te llouae. 

Yours einoel'lly, 
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Per !I> nally di ctated b: IW, J r 
as a rougb draft and to gi ve the men 
his ideas . 
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(DRAFT) 

J.pril 14, 1942 

My dear Mr. President: 

I thought that you would like to know that 

I have requested Mr. Donald Nelson to furnish me 

tod&J with the names of 96 oorporationa, 12 of which 

have contracts wnth the ~. NayY and Maritime Com-

mission, respectively. 

this , 

Yr. Nelson has agreed to do 

112 

We propose to send Internal Revenue auditors 

into these various businesses and get their tax re­

turns for 1999, 19(0 and 19(1, both on their annual 

profits and on the salaries and returns of the officers 

ot these companies . Normally we would not audit the 

1941 corporation returns until sometime in 1949, 

We then propose to apply to the 1941 returns 

the Treasury's proposed tax bill and with this infor­

mation at hand we will definitely know whether the 

Treasury's proposed legislation will take the profits 

out of war and will limit the net return to t he individ­

ual officere on a reasonable Iaa le . 
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Mr. Sullivan and Ur, Helvering assure me that 

I can have this information not later than Tuesday 

next. 

The President, 

The ~hite House . 

Yours sincerely, 

113 
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Treaeur7 Department 
Division of Tax Beae~rch 1L1L~ 

Date_.Nlr_,_l!t .....•. l94 2 

Mha Cba=cq 

Misa Do7le 

Thio 1a the material t hat ,... 
prepared for the Preeident'e 
pres• conference at 4100 t h1e 
aft ernoon. Mr. llloueb took it 
to t he Secretary a t 2145 t hie 
afternoon and then he (Mr.Blougb) 
and Mr . IUbn took it to t he 
lbite Rouoe, 

Mr. Blough t hought JOU vould 
vent cop1ee tor JOur file. 
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A. .. eelM ... ,... .... tM ,.....p\e etl eMUtr .. ,..., Jt 
falls-. .....U, w tM ..-a &\ ls, la , ... , a • .,..... 
.....,.... .... .a..u. ... .-..w,_ •.. ,.,'-• 
tile .,., 1eftl ..u ~ ' ·-· .. h.!JOO ... ' ,. ·=· . .-.. no.ooo. " &e "" 111 ..... "•1 • .... ... leo~& 
-~- ..... .u ... _ .... ,... ... ~.._-
eel- .- twlr r.-u.. " .u .. ._ ..u ....._ ** 
....... , ... sl'ft~ ........ ...,.u. JW6wal nllst .. ..... 

ll. A eelM '- h •t ~ .. wl..,._ pu ¢sst.c ,._, 

1 • .61 .... _..._, fWII. st ... Mtl-.1 ._ .... 
.. ...... .... .. -·-,., '- ........ _, la. , - ...... 'Uc .. ~., ... '- , ••• 
•tu"'11'- 1 I laaatlo•l ._ i tW fW 
1~ w1U .,. ~ larpll' .. ,_ ... , ..... '-­
... Ia 1~. ( .... - o ....... n.z,.w.) 

r. s.- •·-• .. ~ 11e1ac -•.-. ,. • &a 
~ '-...,_.an..,._.., IHf'lJIC • M.,.. ._. 
et1 tllelr 1=11 n &a JW6wal, ..... _. loeel .._. 
.... - ,_ ........... .,. ~ .... .....,u .. 
leftl. 

,. Joe.. , __ w1U .. ,.,, __ .......... 

(a) fte h 'Mll'- trw N la wetal -'• tuos, 
,_, .. tl.JDO lllll'- jii'IJII I --- ......... 

(e) tile w1ata,' JIIIPOU 1 hrtl• -tact 'Pft&IW• 

~. lew ._ ....... .,... - ., tloellr ....... fMU 
....... ralaU~ pla..,.,. ..... - lMs -...-J. ............ _ ......... , .. .... .......... . 

0, .. I , ... ., ... ef tM eelM ... -u .. M b I N 

t~~e •• ., un.c. •• ....u ...,. t~~e - ltlll4 or ., ... 
w lew I 11- u tllf! .. IM, 

1. It -u nlaaolate .,. ...,. -·· ...... tv .... 1DW1s- *'* 'r '-eliiC ••" -a IPHIIlt la 

~--r. •• ..u.,.. .. twa .n- _._ • , ... u, ,.... • ....,. 
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April 10 , 1,_. tu ..... ,. &at•-"• ftla\l .. \e \lie 

•roe"''- '- ..a - '"'"' -· 1 • ... 
oleolal •• -*'"''· 

!lie ""' , •• ..-tal -~"- ,.,.. -,,.n .. tu ...,.... fer 1;.o, tUIIl \11,... ... ..._ Jl, 
1"1 ... , ...... \lila\ .... - ' ""'" .... " ..... .. "' •ro>e~,.tl•• tea\\1 _._ tile - ..,..nh -
-•'" \e ti,OJk lllllla•. O.noopo .. l-c Ute fer tile 
IOI'!"'l'a\leee aot \aa\11 ..... \"1 - '"lt\1 tu 
oro u\ -'latllo, ...,, fer \lle 1..- .. .,..,.ueu. 
fllo ..,,.,.uou wl\ll ••.-1 tu ... ,_ ol UOO,OOO 
or nor _. .-o ' ""'' ..&l\ ol '*•000 u •­
••"" .. - ., .. tth _...l\ ol .,,IJI&6 td1Un. 

fte _ .. IJIIill\l\ h la ..... r \o ,.._ .-oo\leu 
2, ' ...... 

I , 

.... ,.»• llal\w r .... ,.. 

Ulll\ .... , .. ._ .. 

1.1.6 

r .f...c..-t::; 4 /11 .c . 
f .;.(.e ,)(.' .JI-1-. 

...... 
lil/lla,.. 

BtM ,..~ ~ 
f .' I$' 

rf'/1~ 
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KMJr: 

operstor: 

KMJr : 

Jeu P 
Jonu: 

HKJr: 

J: 

HKJr: 

J: 

I!MJr: 

J: 

KMJr: 

J: 

HIIJr: 

J : 

I!)!Jr: 

J: 

l!l!Jr: 

J: 

HIIJr: 

Hello. 

Jene Jones. 

Hello. -
Bdlo. 

Jeeee. 

Yeah. 

Root are yout 

All right. flow are you? 

Aprll 14, 1942 
10:21 •••• 

1.19 

Okay. Jeaae, I've got word trom Poley,troa 
your lawyers snd our lawyers, that th1a question 
or lending the e11ver •... , 

Yeah. 

••... 1e at a standstill beoauee they eay t hat 
you aay that you and I aren't 1n agreement. I 
di dn't know or any dleagreement between us. 

Well, I hadn't- when I got baok troa Cabinet 
I reported to the lavyera our dlaoussion. 

l eah. 

And told thea to look up and bring me the sug­
ges ted orocedure , and the1 haven't done 1t. 
They've been bue1 on othPr things, and I'll get 
at thea right away and call 1ou. 

Will yout 

I certainly will. 

Jesse, foley- hello •.... 

Yeah . 
..... tells ae that thll queeti on or an 1ndean1t1 
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HMJr: 

J: 

llliJr: 

J: 

l!l!Jr: 

J: 

IW.Jr: 

J: 

HMJr: 

J: 

llliJr : 

J: 

IDIJr: 

J: 

Kl!Jr: 

- 2 -

waa all explained to your people before we 
went lnto lt, and thtY aald lt ••• all rlght. 
They had no objeotlone. 

Velll I sent 1t to you. It vas new to ae; I 
hadn t eeen lt. 

Well, do you want to know the naaee ot the people 
that eat ln on 1t tor yout 

Yeah. 

Let ae eek roley. (Telke aelde) Vho •.•.• 

Baa Husbands le one. 

Yeah. 

nagsbrunn. 

Yeah. 

And O' Ra ra. 

Okay. 

And those boye knew all about 1t ln advance, 
and ralsed no objeotl ona. 

Yeah. Okay. Well , I'll look lnto 1t. 

Do you thlnk you can do 1t today, Js&Ee? 

I'll try, Henry. I've rot a pretty t ull day, 
but I'll do the beet I can. 

Because the Produotlon boye eay that tlae 1e ot 
the eeeence. 

I'll look r1~ht lnto lt. 

I thank you. 
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Dear hlllT• 

THE SECRETARY 01" COMMERCE 

WASHIHOTOH 

~ .... ..buoda Ul4 ...• a.,.ler iell 
- tll&t tbq cl1A ...t -ca- \o tlloo wz- Ul4 -
d1Uaaa .. op,..a \o U.., ~. tlloot Dolt­
nut eorpan.ua ....u ...- to rwtars to TOll 
tll& aUnr of tlloo - wSCJI\ Ul4 tiD-•• u 
t~~at cl.u ... er.a 111r TOll to w- l'lult eorpan.u... 

!bq aa1cl \o 7- n(l&'e-W.UYU Ul4 \o 
tlloo -uq tll&t t.IMir -w ~t tlloo •tW-r \o 
t11a cl1nC\on of w- l'lult eorpan.uco, ..tdoll 
\llq ...... liMe ~. 

Tbq edrlM - tbat w ... l'lult Oorpono­
UCIO wUl -ca- \o nUI4 all. tq laM of V..tpaniJIC 
t11oo eUYW, tabrleatiJIC lt tor- 1a til& pl.uw, ... 
wUl ~ U \o tlloo belt of tlloolr alltll\7, Ulll, 
v.pca tlloo J'WClUR of tlloo s.cr.taa7 of tba fl'w.IUI7t ,....it. 

Sln:rnq 'TfNfto 

\ 
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~lJJ': 

Stephen 
&arlY : 

ID!Jr: 

£: 

f!MJr : 

E: 

M}lJr: 

E:: 

~1Jr: 

E: 

RJ.!Jr: 

E: 

HJ.!Jr: 

E: 

l!liJr: 

Hello. 

Yes, Henry. Good mor ning. 

Good mor ning . 

How ar e you, air? 

April 111, 1942 
10:26 a.11. 

Fi ne. Steve, I don't know whether what John 
~scCormac wrote in the New York Ti•es was any 
le•• truthful 1n wha t he said about me, than 
what he said about you. Did you read the 
story? 

No, I haven' t ye t . 

Well, 1t 1 s a front-page story on the Times. 

Got me 1n it? 

Y sa h. 

\lhat 1 s it all about ? 

Well , i t starts orr t his way: "An over-all 
anti-i nflationary progrBm which wil l comprise 
h1eher taxes, broader price ce111nge possibly re­
enf orced by rationi ng, and limitation or pr ofits, 
or obably etabili~tion ot wag~ levels, will be 
presented to Congress by President Roosevelt 
within t he next two wuka. It will be outli ned 
in a special message upon which t he President 
ia already at w~rk, hie secretary, Stephen Early, 
i ntimated t oday. • 

Why , I ea1d no such thing. 

And •.... 

They tried to make me say t hat he was wr1t1ng 
s message, and I wouldn ' t. I eaid he was doing 
a lot ot spade work i n 11ne with hie ~ecuea1on 
at the last press conference. 

Tbat what the Tribune reported you as esy1ng. 
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HY.Jr: 

E: 

HllJr: 

£: 

HY.Jr: 

£: 

HY.Jr : 

E: 

l!J.!Jr: 

E: 

HY.Jr : 

E: 

HY.Jr : 

E: 
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Well, that'e what I di d eay. 

And then they go on and eey that I wee up at 
the farm over the week- end, and I wae working 
on how to raiee five billi on more new taxes. 

(Laughs) 

And eo I thought that we here would point out 
hie errore as t ar ae we're concerned, and you 
might· want to do the eame t or yourself . 

Well, I certainly will. Thanks, Henry. I 
haven't gotten to the Times yet. 

Well, it's - the f ellow't done it before, and 
he Jus t draws on hie imagination and he doesn't 
eeem to care about the truth at all. 

That's' the New York Time a, ie it? 

The New York Time a, J ohn MaoCorme o. 

John MacCormac. 

It' s on the front page . 

Yeah. I'll catch it. 

Righto. 

All right, sir. Thank you, Henry. 

Thank :rou. 

Good- bye. 
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It Calla for 5 Blllon More 
Revenue-Senate Heara Pleat 

I 
for Over-All Ceiling Now 

1 I BJIOIIN Mao()()&MAO 
lft«<• l 'II TID JrfJW ftla ,....., 

WASHmO'I'ON, April 13 - AD 
over•all •nU·Innat.lonat')' Pf'Ocnn'\. 
whle.h wUI compri.M hlfber tuo, 
a two.dtr pr1u etUiftl, Pf*ibly ~· 
lr.r.tore.S by nUonlftl', Umlta.tloa of 
ptOII t1 a.nd probably 1tabtliaatloft 
of ..,, ltwla. wUI tM ,...._,t.d to 

.,.,_ bt Pnoldoot -· 
W'lu.IA the edt two ...... 

n wut -. ou.UIMd ta a ...,aa1 
.....,.. tlpc:lft wb1dl 1M P'nllktla:t 
ll ahM1 at WCif1t. h1a Meftta17, 

ltopll ... -· .. .._ ... -· •Jkll tbat appof.Q.\mdtl ,.... a... "" .......... .. ,..,.., -
.,.. work alon&' u.. liAel Ut.at e.. 
p .. ,.o:.,. &t bY rtOtDt ,.... (lOOoo 

WOt'k ov•r tbt w!Mkooen4 01t tb6 
TrtoUUry'l part tn \he PfOII'I'UD. 
Mid to b\c:l\Mie tnct.utn,r 1\.1 \u 
propoMI by 15.000,000.000 to a MW 
t6W a il2.ooo.ooo,ooo. 
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Special Message Due In Two 
weeks Comprises Tax Rise, 
Price, Profit and Wage Action 

It Calls lor 5 Binion More 
Revenue-Senate Hears Pleas 
) lor Over-All Ceiling Now 

1 J Br JOifN Mad)()B)t:AO 
.tiM~~~ I U1 T il• H I W TM;II TWII. 

WASHlNOTON, April 13-An 
ovfr·all llntl·lnfla\lonary program, 
\lo'~lth will ('OOipriM hiJht-r ta..xt.t, 

a brNdtr price ctlllnf, poulbly r£­

lntore.d by rallonlnr, limJtaUon or 
protlll and probAbly atabW.u.Uon 

'el "'''' ~"'"'· will M pruent.ed. to 
Collfrtn by Pr .. tdtnt RCIC*:V«<t 
wUlWt \be out two WHk&. 

Jt. wU1 ._ ouw.o.d liL a .pKW mt..,,._ upon w!lk2l t..tM Pratdeftt 

Ia alrudy at work. !ala MC:rttary, 

Skpbu k rf1, loUm&t.ed today, 
•JIAI Uu.t. appolnLmt:nt.t wu. brt­
lrlr nttlicted Lo pt.rmlt "'much 
1pade work alol\f tbt liMa that tte 
rave ,.W a L bit rec:mt prua con-

work ove.r lht wu1c·end on the 
Tru•urf• part ln tht prorram. 
••ld to lnc:lud.t tncru•.nr tt& tu: 
PtOP<IMI by 13.000.000,000 to & aew 
tmnrno,ooo.ooo.ooo. 
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TO 

TREASURY DEPARTMENT 

INTO Ol"''tCa COMMUNCATION 

DAft AprU 14, 1942o 

Krs. notz 

Seoretarr Morgenthau 

I want Lawrenoe Houghtel1ng to be present at 

a meeting with General B1eotr1o an4 General Motors to4ay. 

Please arranse it. Also, George Butt1ngton. 

fthsC -
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DEFENSE SAVINGS BONDS 
Present : 

Mr. Graves 
!ll.r. Buffington 
Mr. Houghteling 
Mr. Gamble 
llr. Peare 
llr. Neal 

April 14, 1\142 
10:30 a.m. 

H.ll.JR: Which of you men are responsible for the 
very good job that you dld up at G.E. ? 

MR. PEARE: Mr. Neal. 

1.26 

MR. NEAL: 1~ . Peare , and possibly about a hundred 
other people, I ' d say, at least . 

MR. PEARE: I am manager of the department, and 
Fred did the job . That is the total, Mr. Secretary. 
You take your choice, and we will be glad to answer 
questions . 

H.l.I.JR: What is your department? 

llR. PEJ.RE: I am manager of the Publicity, Public 
Relations , and Advertising. 

H.M.JR: Public Relations and Advertising. You? 

MR. NEAL: I work for Mr. Peare, Employee Rela­
tions. 

MR. PEARE: We have an Employee Relations, general 
promotional point of view, within that Public Relations 
Department . We have a group worki ng on employee rela­
t ions, too. 

H.M. JR: An employee who works with--
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WR. PEARE: Employee Relations Section within~ 
department . 

H.M.JR: You have employees who work with you; I 
mean, how do you reach the employees? 

MR. PEARE: Through various media, radio, news­
papers . 

H.M.JR: That isn' t what I mean. Is General 
~lectric unionized? 

WR. PEARE: Yes, sir, CIO. 
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H.M. JK: How do you work through CIO, for instance, 
as far as the job like this is concerned? 

MR. PEARL : Some places there is great discussion 
with the local union groups ; and in other ~laces , two 
in particul ar, we are carrying on a plan r1ght now 
that works directly with the employee-management pro­
duction committees, rather than with the management 
of the works. That depends on what works we are working 
in. Some have a different set-up than others. 

MR. NEAL: Some of us, of course, have both the 
AFL and the CIO unions. 

WR. PEARE: The AFL is such a minority that--

H.ll. JR: Well, I am groping; I know verr little 
about this. You start on a program, you dec de you 
want to put it over in a week. How do you do it, from 
the manafement down, and how much do you get the 
cooperat on from the unions? That is what I am groping 
for. 

MR. PEARE: Fine cooperation. In a case like that, 
I think there is very little difference between the 
management and the unions . VIe are all employees of 
the General Electric Company, and we sit down and 
talk about it, and it works. We don't formally reach -
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in most cases we don ' t formally go to the unions and 
discuss it with them. The union members ait down with 
members of the management of the company. It is Just 
discussed in informal fashion. 

H.K.JR: Well, I don' t know whether in General 
Electric, but in the automobile industry we have what 
they call shop stewards . 

MR. PEARE: Yea. 

H.M.JR: I don 't know whether you have those or 
not. 

MR. PEARE: Yea, we do . 

H.M. JR: And it is the job of the shop steward 
to explain anything to do. 

KR. PEARE: That is what the unions say. 

H.M.JR: Well, I mean, I wondered how much, for 
instance , you use shop stewards. 
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YR. PEARE: I can't answer that question because 
we use them in many places; in other places we don't . 
Soce places the foreman will take care of it; ot her 
places the shop steward will t ake care of it . There 
ia a twilight zone in there, Mr. Secretary, that really 
doeen't lend itself to definition. 

H.M. JR: Let me put it to you another way. General 
Motort people are coming in this afternoon. I don't 
know who they are, but they are coming in. They are 
very anxious to go forward on this pay-roll deduction, 
and we are hoping, not only General Motors - better 
confine it to General Motors - they'd be CIO also? 

MR. PEARE: Yea. 

R.U.JR: Kow can we ge t 
people have done and make it 
J.!oto ra? 

the benefit of whet you 
available to General 
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YR. PEARE : We will be delighted t o tell them 
anything they want t o know. 
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B.ll. JR: I mean, we have got, roughll, !ifty 
thousand corporations who have the pay-ro 1 deduction plan 
in. Now, we haven' t had an announcement of a real drive 
trying to raise "tllis to ten percent; we are not ready 
yet . hew, when we do it - so far very few, if any, 
of the corporat ions have t he men making a ten percent 
deduction voluntarily. Now, what I wanted to find out 
is how much would General Electric help t he Treasury 
to teach this techni que which you people worked out 
successfully to other corporations who want that 
in formation. 

llR. PE!RE: We will be glad to help you any way 
that we can. To us it doesn't seam particularll unique 
or different because we have been doins things ike 
this for a long time, so I don ' t know Jus t what it wi l l 
involve ; but we will be glad to sit down and talk with 
them about it and tell the story or we will be glad to 
put it on psper and you can circularize it . 

H.M. JR: Let me explain what I have in mind. 
Philadelphia Avening Bulletin worked out a very elaborate, 
successfUl plan whereby they are aellin.g stamps, and 
they did it, they made a success of i t; so we wanted to 
interest other newspapers, so the circulation manager 
of that paper•on downAhelped us to sell it successfully, 
using their technique, their literature, to some eight 
hundred other newspapers. We used the Philadelphia 
Bulletin technique of it. Now, you fellows have made 
the outstanding success , so far as I know, in this 
field, and we ' d like to get you to help us from here . 

YR. GRAVES: Of course that Bulletin thing, Mr. 
Secretary, was organized through the publishers 
associations. The publishers associations did all of 
that job, using--

H.M.JR: We did use Mr.--

MR. GRAVES: Mr. Stodgill organized that in the 

• 
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pub~iahera associations . 

H.M.JR: But he first did it, worked it out, and 
then he taught these people how to do it. 

To get down - I mean, it seems very easy to you, 
but to other peo~le who haven't been able to make a 
go of it, it ian t so easy. 

MR. Pt:ARE: I realize that. »¥ job in the company 
is the dissemination of infonnation. I am just, as you 
told Wr. Graves, turning over in ~ mind how it might 
best be done without completely taking our whole organ­
ization to do it, which has been pretty well robbed 
already, you know, by various important tasks . Is 
there anything - can you get the assistance of trade 
associations? 

H.M. JR: Yes: 

MR. PEARE : Take, for instance, the Chamber of 
Commerce? 

H.M. JR: Yes . 

MR. PEARE: Or some group like that? 

1.30 

IIR. GRAVES: 
for instance. 

National Association of llanufacturers, 

llR. PEARE: 
be in that . The 
in the Chamber. 

Your heavy manufacturers, I presume, would 
smaller business men would be more interested 

MR. GRAVES: That is right . Those two organizations 
probably would reach pretty nearly everybody. 

MR. PEARE: Those t wo pretty well cover your cor­
porations and the small, unincorporated business men. 
We could tell our whole story to a group of men appointed 
by those two organizations, and I think give them enough 
to get them into effective action fairly quickly. That 
would be .y suggestion. 
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H.K.JR: Wouldn't 70u reall7 almost have to hold 
regional schools of the top people in each corporation? 

liR. PEARE: The7 could do that. 

H.K. JR: The7 could do it? 

MR. PEARE: Yea, the associations. That is t he tie­
in that I am trying to find, because we don't have the 
man power to do it, Wr. Secretar7. We handle this with 
a very few people . 

H.K.JR: You do? 

MR. PEARE: Oh, yes. Of course our organization in 
each outlying unit is prett7 well set up, and our home 
office organization goes to them with the general details, 
the objective, how we plan to do it, and t.hey carry it 
out. Row, to undertake a program of education on a 
thing like this ia reall7 an enormous task. So i t would 
have to be one of these large, over-all groups , it seema 
to me, that would carry this thing through. 

H.K.JR: I am reasonabl7 sure that both the Ch&mber 
and NAK would appoint a special committee just on P&T­
roll deduction. 

llR. PEARE : We can help themalot. We could br inf 
them to Sc~ectad7 and go into it wi th them over a per cd 
of two or three days, or we could meet them in New York, 
wherever they saw fit , and I believe do a fine job. 

H.K.JR: One thing that wasn't quite clear in read­
ing the circular which you have just gotten out, whether 
the pay-rol l deductions of G. E. are all new or whe ther 
you are giving credit for what they already had in your 
old system of pensions. In other words, how much are your 
people deducting each week now from their pay roll? 
I couldn ' t q~ite get that . The two things seemed mixed 
up a bit, · 

KR. 'PEARE: All the figures were the new bond 
commitments. They had nothing whatsoever to do with 
our old pension, 
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MR. NEAL: Nothing at all, completely new. 

H.M.JR: As you read that, it ien ' t clear in the 
circular. 
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MR. NEALl 1hat happened was this;: We had a syatea 
for several years whereby the employees could purchase 
employee securities, corporation bonds, as we called 
them, and the company, I believe, holds the common stock 
in that corporation and the employees buy the bonds . 
That was done, of course, to prevent fluctuation in the 
market value, so the employees would have the stable 
security to buy. As I remember, about one-third of 
the employees from time to time have purchased those 
employee bonds; but of course the amount was nothing 
comparable to the totals we have on the bond sales. 
The plan was firet put in last Kay. There was no 
concentrated drive at that time . Ot course the plan 
was announced in the employee papers, and what not, but 
there was no concerted drive. One- thlrd of our employaae 
who were purchasing bonds continued to make their sub­
scriptions and buy employee bonds, and so for that 
reason there were very few Government bonds purchased. 

Now, those subscriptions all ended in December, be­
cause these bonds we were issuing were issued on a one­
year basis; in other words, a series of 1939 and a 
series of 1940, and so on, and so in December that 
employee bond parent was all cleared up. For that 
reason we felt i was time to then put on a drive for 
the Government bonds. 

H.M.JR: Wha t they are doing now, weekly or monthly 
figures , are in all war bonds and not in your bonde? 

WR. NEAL: Yes, we entirely eliminated the employee 
bonds, as far as any new issue was concerned, last Way. 

llR. PEJ.RE: As soon as your progr&ll was announced, 
we discontinued thie other plan, which was only a 
savings plan, and it ie there if you want to use i t , It 
is limited to five hundred dollars a year, no promotion 
back of it , or anything like that. We made them no 
longer available and went wholeheartedly into your 
security. 
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H.V. JR: When you sa7 you handle publici t7, that 
ls both inside the company and outside? 

VR. PEARE : Yes , sir . 

H.V. JR: I mean, all the advertiaing of the products, 
your general advertising? 

llR. PEARE: Yes , air. 

H.V.JR: Then the stuff within the company, too? 

llR. PEARE: Yes, sir. 

H.li.JR: Ythich agency do you use? 

VR. PEARE: We use four or five different agencies. 
llatson, Incorporated, has moat of our aocounts. 

H.M.JR: For your over- all publicity? 

VR. PEARE: Yes, sir. 

H.M.JR: Let me get this - excuse my ignorance . 

liR. PEARE: Go right ahead. 

H.V.JR: I am just trying to find out • 
. 

VR. PEARE : I t isn't your ignorance but my poor 
explainingJprobably. · 

H.M. JR: No, no, I am just starting. Let's just 
say for a minute that we get the NAM and the Chamber 
of Commerce to say, "We each a~point a committee, and 
we will work together so we don t overlap, and NAM 
take certain ones and we will take oertain others. 
There won ' t be duplications. Now, in anything we can do 
we have got to bring the unions in. 

KR. PE!RE: Sure, should bring them in. 

H.V. JR: Now, just use your imagination - as a 
publicity man you are supposed to have ideas - we'd like 
to make the unions feel t hat they are in anything froa 
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the start becauae they have been awfully good with ua 
on this thing, very enthusiastic . Do you suppose we 
could have a committee composed of the Ohamber of Commerce, 
the NAY, and whatever union involved? 

YR. PEARE: I'd aay that would be largely a local 
problem. 

H.M.JR: You see, I had at this table for the first 
time in five years the representatives of CIO and !FL and 
the Chamber of Commerce and the NAll. ill aix of us all 
sat down there to broadcast together about t hree or four 
months ago, so we all did do it together at once over the 
air, and it was very good - and the railroad brother­
hoods? 

Mr •• GRAVES: '!he brotherhoods. 

H.K. JR: We all did it together. Just t hink a minute 
about the union angle of it, Juat from your own experience. 

YR. PE!RE : Well, from our own experience, as far as 
I know, t he union angle hasn't come into it at all, 
l argely, I presume, oecause the deduction method of 
purchasing has been made available by the company to ita 
employees for at least ~enty-five years, and our problem 
in connection with new defense or savings bonds consisted 
almost entirely of changing our plan from the collection 
of funds to the deduction of funds for one security over 
to another security and adding a promotion plan for the 
new media of investment which hadn' t existed for the old. 
So I couldn' t make a contr ibution on that, Mr. Secretary, 
I don't know enough about it. I should imagine that the 
relationship existing between the management of a company 
and ita union representatives, and then to break that 
down farther , purely local situations, that might exi st 
within that same company in one works or city or another, 
would be different in 11W17 caaea. 

H.K. JR: Well , these committees that Mr. Nelson baa 
set up - are you familiar with those? 

YR. PEARE: I know something about them, yea. 
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H.W. JR: You couldn't uae that aaae framework m&Jbe? 

YR. PEARE: I should say only for promotion purposes . 

H.M. JR: Only !or promotion? 

MR. PEARE: rhat would be my guess, and it isn't a 
very good guess . It is of littla value to you. 

H.M.JR: I wonder if "we could find out from Nelson -
what is his name - I will tell you who is doing it, the 
man who is down here as Nelson's assistant . 

lffi. BUFFINGTON: Sidney Weinberg. 

B.W. JR: Sidney Weinberg, I understand, is handling 
the thing !or Nelson. I am so informed. 

IIR. BUFFINGTON : That 1a what I understand. I heard 
that in Boston. 

H.M.JR: We might find out they are doing. You 
don't want any more committees . 

WR. PEARE: There are enough. 

H.K.JR: So if they have alre:!I got good committees 
I ' d love to use somebody else' s co ttees. 

IIR. PE!RE : It would occur to me in that connection that 
these committees are formed largely as a clearing house 
for ideas to improve production . Well, the facilities set 
up to do a tqing like that, it seems to me, would have little 
to offer t oward the collection of money or towards establish­
ing a routine for the collection of money that you are seek­
ing. Now, they could give i t a boost, an emotional boost, 
a patriotic appeal, and that sort of thing; but I don't 
see how they could be used as now constit uted for your 
purpose. That is a curbstone opinion. . 

IIR. HOUGHTELING: In the railroad pay-roll plana we 
have been very successful in setting up joint committees . 
We have asked the president of the rai l road to appoint 
one of his officers, usually the treasurer or the chief 
fiscal officer, as chalrman of the comml ttee , railroad 
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labor being very tully organized. The7 have a general 
chairman for each one of the railroad crafts , and he 
sits on the committee with the treasurer and one or 
two other people appointed b7 the· president of the rail­
road, and it is the general chairman, labor chairman'• 
job, to get out and promote the participation in the paT­
rol l savings plan, not onl7 as to getting all of the people 
to take part, but also in getting the .percentage up. We 
have got to do a ten percent average job of pay- roll allot­
ment if we are going ~ put this thing over. 

Now, the beat people, we think, to tel l the union 
members what they ought to do ia their own union repre­
sentatives rather than the Government or the management. 

llR. PEARE: I find no fault with it. 

llR. HOUGHTELING: For instance, I han a circular 
gotten out - I don't bel ieve you have aeen this yet, Mr. 
Secretary - b7 the United Automobile Workers, and United 
Automobile Workers CIO executive committee is recommend­
ing to all UiW war workers that they put as high as 
twenty percent .of their weekly pay into Defense Bonds. 

H.K.JR: Twenty percent? 

MR. HOUGHTELING: Twenty percent . They are going 
ahead of what we are asking, and this •as put out with­
out our laiowing it or without consulting ua . They have 
the combined obJective of helping to finance the war , 
helping to fikht inflation by drawing off the excess plf, 
and also builning a cushion against the adjustment at 
the end of the war, which will be good for the union and 
good for ita members . It seems to us that they are the 
people who can go in. aa Dave Dubinsky' a ladies farment 
workers are doing and aa{ing, "We want two weeks pay 
this first half of 1942. !or that reason we feel that 
the better relationship we can get b7 joint committees the 
more effective it will be, and that one thing of bri ng­
ing up the percentage of the pay that is allotted. You 
have the tlectr ical, Radio and Machine Workers of the 
CIO, haven' t you? 

llR. PE!RE: That is right, air . 

llR. HOUGHTELING: ~oth factions in that union are ver7 
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much interested in this. Mr. Carey, who was defeated for 
the presidency last fall, is secretary of the CIO, he is 
very keen on this, and in fact the new president, Emapak, 
has also committed himself very thoroughly to this, so that 
the union as a body is committed to it. 

MR. PEARE : Fitzgerald is the new president. 

MR. IIOUGHTELING: Not Emapak'l 

H.W.JR: Could I interrupt you a minute. Harold, 
do you think we would be moving too fast , in order to 
make the beat use of these gentlemen's time , if you tried 
to aee now whether the president of the Chamber of Commerce 
and NAW are in town or get them, wherever they are, and 
tell them you are forming a management committee of manu­
facturers, businesses and unions, to advise with me to help 
me put over this new program, thi s intensified progr~. Ask 
tham whether they would be willing to cooperate with us, 
dividing up the country, and that these gentlemen are here 
today and. could talk with somebody from NAK, U.S. Chamber 
of Commerce , telling them what they have done , and if we 
will not be going too far, that they ~ould be ready to put 
at the disposal of this committee the technique which the 
General lUeotric has used. 

L!R. PEARE: That is right. 

KR. GRAVES: I doubt if either of these gentlemen 
are here. Mr. Hawkes is in New Jersey; he is the president 
ot the United States Chamber, and the head of NAW is in 
Pittaburgh, as I recall - I don't remember his name. 

MR. HOUGHTELING: Withe row. 

H.M. JR: You might get him on the phone . 

MR. HOUGHTELING: He is in Pittsburgh. 

H.M.JR: How long are you men here for? 

MR. PEAR&: I will be here until tomorrow some time. 

H.K.JR: '!hat goes for you, also? 
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YR. NEAL: I have a reservation on the six o'clock, 
but I can cancel it . 

MR. PEARE: We will be at your disposal whenever you 
want us. 

H.W.JR: I think we ought to - if you agree, Harold, 
I think we ought to contact' these fellows right away, see 
whether they would be willing. Do you say yes or no? 

llR. GRAVES: 1 am thinking. Anne ring your question , 
~ own notion would be that this would be apt to be more 
effective if you would get these two, plus Green and Wurray 
and Lehman all at once. 

llR. PEAR&: I think you will have to because this 
is a conditioning process with our employees, . and if you 
get NAK"in it- and this ia another curbstone opinion­
if you get NAJi in it, you will have to get CIO and AFL. 

MR. GRAVES: That is right , and I think they ought 
to be gotten all at once, and a sort of proposition made 
to them all at the same time. 

H.M.JR: Wily don ' t you go i n your room, Harold,· and 
talk a little bit further? I have got to atop now. 
Then you give them an assignment to start off. 

llR. HOUGIITELING: I haven't seen Green yet ; I talked 
to llurray. 

H.W.JR: Don't you want to talk a little bit further, 
and then we can see what General Motors has in mind, an:l 
by tonight we oan decide which •81 we wan~ to go; but I 
want to keep moving. 

MR. PEARE : All right, we will help you, sir. 
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HJ:Jr: 

Opere t or: 

I!MJr: 

Op~ret or: 

'!Y.Jr: 

Gr~ce 
Tully : 

~Jr : 

T: 

~Jr: 

T': 

KMJr: 

T: 

l!l!Jr: 

T: 

Hl!Jr: 

l!l!Jr: 

Hello. 

Mha Tully . 

Hello. 

Go aheac!. 

Hello . 

April 111, 19112 
11:25 &.11. 

Good morning , l~r. s .. oretary. How ere you? 

Fine. 

That'e good. 

1.39 

I'd like to eee the Pres i dent at hie conveni.,noe, 
•ither W~dneeday or Thursday ~orn1ng . Which do 
you think would be better? 

liell , I drm' t know otfhand. I oan' t tell you. 
I don't know whether he's made any aooointmenta 
tor ei ther or both , Mr. Secretary . I'll hav e 
t o check it. 

Right. Now, I don't know how I do thle- when I 
eooke to Sam, Saturday, he volunteered that hP ' d 
keep me turnished with draft@ ot that speech ea 
they went along. 

Uh huh. 

tlo.,, who's the correct person t o ask t or that? 

Well , I ehould think- Sam's working on it ln 
New York, probably. 

I see. 

You see, sir, unl ess h.,'d mail it down, we'd 
have no ohanoe ot getting it until he arrives 
pr obably Wednesday or Thursday. 

Well, the n, I'll get in t ouch with hi m. 
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T: 

!w.Jr: 
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Yea. I think it you get in touch with hi• in 
New York and have him mail rou a copr. 

I eee. Well, then, I ' ll do it that way. 

He didn't leave any here that I kn"'' ot . 

He didn't. 

No. 

But - and then you'll let me know. 

Yee, I 'fill. 

I thank you. 

All right, Mr. Secretary. Good-bye . 

Good-bye. 
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!lliJr: 

Operator: 

!lliJr: 

Operator: 

I!MJr: 

.Ulan 
Sproul: 

llliJr: 

S: 

m!Jr: 

S: 

HMJr: 

S: 

HI!Jr: 

S: 

HHJr: 

S: 

HHJr: 

S: 

HHJr: 

S: 

' 

Hdlo. 

I nave Mr. Sproul. 

All right . 

Go l!head. 

Hello. 

Hello, Mr. Secretary. 

Apr1l 14, 1942 
11:28 •.•. 

:1H 

Dan Bell said, Allan, you wanted a e to call 
you. 

Yes, I t r ied to reach you yester day and you 
were busy ••.•. 

Yeah , I ..... 

.•.•. and the darned things ere boiling down 
there. 

I was out or town. 

I aee. Following up ay oonverestion with you 
last wePit •.•.• 

Don't believe what you read in t oday' a New Yorlt 
Tiaes. It ' s a pure tebrioation. 

It 1st • 
Pure. 

Well, I ' ve gotten in the habit or not believing 
all I read in the papera. 

The Wall Stree t Journsl baa ae nesr accurate 
atory as anybody. 

That's the best story, ia it? 

Yuh. 

Well , I ' ll take a loolt at that. 

I 
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Yeah, becaus e the New York Timea ie pure 
yellow Journali sm. 

1.42 

Every once in ewh1l e they go oft the deep ~tnd 
tha t way. 

Yeeh, I con't understand it. 

~either do I, becsuse that'~ not their general 
oollcy. 

No. 

Well, what I wanted to talk to you about , 
following up my conversation wi th you last 
veek , we had a nother meeting or the New York 
City banks, and I t old them or my conversation 
with you. 

Good . 

They want to go right ahead and ma ke good on 
their otter ot cooperation in any campaign ot 
distribution which may become necessary. 

Good. 

Nov that will mean the organ11ation ot the 
bankin5 community, a nd the organization i n New 
York City, 1t seems to ua , ought to be part 
ot a d1str1ct-wide and. nation-wlde or gan1ret1cn 
for the same purpose; and it'e their vlew and 
mine t hat th1e can beet be done aa t a r as the 
benke e re concerned by Federal Reeerve Distr icts, 
and they want to go to work with me setting it 
up in the Second Federal Reserve Di strict , bu t 
we went to be sure t hat you aporo•e, 

Oh, sure. 
l 

Okay. I think the A.B.A. and the Reserve City 
Benkere will be get t i ng a dose ot the same eort 
ot thing, and thst pr obably thi s movement will 
teke hold ell over the country; and I think i t's 
high t i me we did have t he banka organized, t or 
whatever develope, so they can lend a han~ wher­
ever it's necessary. 
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W~ll, Burg~•• lett here a taw m1nutee ego with 
the •1ce preeident or A.B.A., and th1 a Saturday 
they 're launching tirat a national, then a atete, 
and then get down - t he aame thing you ' re t alking 
about. 

\fell, that would tit right tog~ther. or course, 
t 've talked with him up here about it. 

Then I take it that all theee people that you're 
talking with are members or A.B.A. 

'iee , they are. 

~o tb~n there won 't be any conf l i ct. 

No , th~re'll be no contliot at all . In tact , the 
two things will go right along together. 

Swell. 

'ilell, thS\ we'll go ahead on that aa !ar aa 
t hle Dietrlct 's concerned. 

Fine . Good. 

Now, the second thing, I told them what you said 
about your willingness t o eee them or even ?OBBibly, 
it it could be arra nged and your circumata ncee 
would per.it, to come up her•. 

That' a rlgbt. 

Well , th~y would like •~ry much it you could come 
up to New York at a ny t ime you can, tor luncheon 
at the bank or t or di nner, or whate•er suite your 
convenience . 

I 1111 gll ing to try to do it. 

'ilell, I wish you 'd 1 et me know it tond when you 
can, be,cauee th~y' cl lik~ it and a ppreciate it, 
I know, and t hey hav~ en aaid. 

Oood. Okay. 

All right. I ' l l wait until I h~ar t r nm you on 
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that, and meanwh1le we'll go ehead v1th organ1%1ng 
the banks 1n t h1e D1etr1ct. 

'!bank you eo much. 

All right. 

Good-bye. 

tlood-bve. 
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FEDERAL RIISIIAVII BANK 

OP' NawYoltK 
April 1.4, 1942 

Dtar Soorotary Moraentbaut 

l!D<>losod 1a a copy or a letter which I bavo written, ..., a 

result or our telephone eoavoraation tbia mornina, to Mr. w. C. Potter, 

Cb.u-tl or tbo General eo-itteo or tbe How Iork lloney Market. 

'lbo Honorable Hollr)' Mprgenthau, Jr., 
S.orotuy or tho Treasury, 
Washington , D. C. 

Eno. 

,.. 

• 

j1) .... 
<rl 

~ ,. 
IJ! 
~ 

-

.. ,., 
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FEDERAL. RESERVE BANK OF NEW YORK 

... '· c. Pot.t.er, ........... 
a-raJ. c-lt.W. et t.lle 
... fork ..., larbt., 

a/o ~V !nat Cl a rq, 
... rortt, J.r. 
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I \&1lao4 dtll..........,. ... ,_\!>&. 117 tel.eploooe tiW -s.c. I W.4 ldll 
U..t •lwl Mil -tiler -u.c ot tbe pl'llloJ.pal...r..r lleeU Sa ... !wit Ci\T lut. 
Prt.Jq, at 1lk14h U.e ftalt.a ot WIT _...u.... u. ldll, a - k aco, 11&4 -.. ..... 
portad to u.. ......,.. I ...u u..t. - _,..- te t.o- 1ooc1..., 1w otte-r or 
ooopoNt10D lll u aarndft • ..,..,.,. ot 1 Ua or pn..-t. Ho111'1.U.aJ t.llat. 
lllU .tll - tile orpaiMUoa ot \1 banl<a !or tOo J-'• -.1 tb<ot l\ 
H ou to u \h8t .ell a or.,..Uaa\1 rt. or a aau-148 o...,.a1at.ia c»-
'I'OloJ*I tor tbe - I'Wi a... told ASao ou ba•t. be ae.-p" p• 1 
bJ Federal ••- lllat.r1ota, "" &rotDi tbe r.cMr.l. •-
Baalt - \118 n-1 Apot t.lle ... ll d1 t J oacl toilet - .... , t.o ... 
aiiMd lo the a.-4 t., but, batoft dolllc 101 w ..,., t.o be •ure 
t.ll&t he &ppl'Oftlo .. t IIM1\et.10D 01' ftH .... t.iao 

II haft tbe II'MD u,ll\1 t.llaratOl'l, ud can co alleacl dtll plau tor Ol'liiiMM­
~ioa lo tllla dl•t.rlot.. I llball be rM4T at. UIJ' t Sae t.o -t oDd .u- - plau 
with the ~tt.M, 'lhlcll ,.,.. ban appo1at.e4 t.o ataodr tha q••UOil , o t or.,..U&&Uoa or 
t.bo boDU ot U. 41&\rlot. tar tbe 41at.r1blit.ia ot --t. HeUI'1t.l ... 

~ 10 ~ 

1 &lao told t.ba leont.uy llaw - t.11a ll"'''P -wt ...... 1h. 1 ~ be .....U 
tlod the tSae t.o - t.o ... Iori< t.o _, ritll tt., olt.llar at lip~ b•re:-&t. t.lla _,.,, 
• at 41Daor, or at a-u.. at- ot.loPr ..-!Mt. u-. Jaloo .,... ~\be will 
4o 10 1t 1t. 1a at. aU poullll.e, - I aa t.o uait .,... cletiA1tj~t...,.4"'tr= ~ 

~ ~< ,, 
• "' ::c ~ ,.-

' • lll~N SPRtfur 

Regraded Unclassified



RMJr: 

Ocerat or: 

III!Jr: 

Lev1P 
Douglas: 

!!MJr: 

D: 

!O!Jr : 

0: 

!!MJr : 

O: 

RMJr: 

0: 

!O!Jr: 

0: 

HMJr: 

0: 

HMJr: 

D: 

RI'Jr: 

D: 

RMJr: 

147 

April 14, 1942 
11:110 a.a. 

Hello. 

Lewis Douglas. 

Hello. 

Yea, Renry. 

Lev, hov are you? 

(Laughe) Nobody'& poisoned me yet. 

Well, I h.ope they von' t. 

Hov are you, Renry? 

I'• all right. 
th1a morning. 

Lew, I waa telling Bob Patterson 
~le hsd our un up in Sal t1111ore ••... 

Yes. 

••... where there are a lot or ships being l oaded 
t or Flu asia. 

Yes . 

Baltiaore nov is alaoet as heot1o as Philadel phia 
was three weeka ago. 

Yea. 

I w1eh you'd talte a loolt at 1t. 

All right, a1r. 

The great trouble 1a , everybo dY goes 
though 1t vas a great ~ecret; Rnd no 
egency tells another anything. 

I knov. It's a- excus e me, Henry. 

Sure. 

around aa 
Government 

I'm going baclt to my aule-alt1nner ' a procl1vit1ea. 

Thet ' a all ri&ht. 
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Exouse me, eir. 

That's all right. Now, one other thing. I 
had our Treasury man go up to New York. 

Yea. 

New York Harbor' e i.n ewell ahape. 

Yea. 

And I don't eee Why th~y can't put more ot 
theae ships-into New York. 

!~ either do I, Henry. I never haYe seen w~ 
they couldn't. 

Now, t hey've got nlne in Baltimore loading 
there now •.... 

Yea • 

•.... and they've dumped those in on us -over 
night .. . . . 

Yea. 

••... no notice. Our reeponeibility 18 to get 
the bottom car go there .•.•• 

-:tea. 

•.... and ~e Just don't know from one day to the 
next. 

Yee. 

And the moet we ever have ie twenty-tour boure' 
notice, which isn't enough to get- and then ...•• 

It'e terrible, Henry. 

And t heee shi p• - I ' ve got thie t hing here - I 
won 't mention any namea- but- hello. 

Yea. 

There's day after day that a ttar the ship arrives -
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I'Ye got one ship here - now, l et me Just aee, 
let me Jus t see - she go t in there on the 
twenty-aeYenth ••... 

Yea. 

HMJr: ••••• anO from the twenty-eeventh until the 
seventh - well, they began to load her on the 
sixth. 

D: 

I!MJr: 

D: 

IIMJr: 

D: 

IIMJr: 

D: 

IIMJr: 

D: 

IIMJr: 

D: 

HY.Jr: 

D: 

IIMJr: 

She wae idle - she was idle t or t en dsya. 

Yeah. 

Yeah. 

Yeah. Well, the name is "Hollywood•, is the 
name or the veaael. 

Xes. 

At Bal till!ore . 

Yea. 

Well, that's terrible. 

It'e terrible, Henr y. It makes the hair on 
the back or my neck stand out straight. I can 
t ell you something elee about that Baltimore 
sit uation aoae day, too. 

And it you want - aa I aay, will you take a 
loolr. at iU 

Yea, I will, Henr y. 

And this man that I aent up t o Balti more and 
Philadelphi a and New York aays New York could 
handl e, within reason, any number ot these 
ahipa. 

Certainly. Yes, I thinlr. ahe ooul d. I think 
there i s a ahortage ot lighterage, but she oan 
certainly handle many more ah1pa than ahe bAa. 

Well , I mean - anO then t h-.y wouldn 't Jam 
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Ph1ledelpb1a and Balt1aore the way they haYe . 

0: Exactly. 

HMJr: Let me know what you do ehout 1t. 

o: Yea , I will, Henry. 

HMJr: Thank you. 

D: All right. 

l!l!Jr: ThAnk you. 

D: Good-bye . 
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HMJr: Hello. 

April 14 , 1942 
):1) p.a. 

Operator: The Vice President ie at the ball gaae. I 
have Mr. Perkins. 

KMJr: Hello. 

Operator: Go ahead. 

I!MJr: Milo. 

K1lc 
Pt rkina: Hello, Kr. Secretary. 

HI!Jr: How are you? 

P: Wonderful. 

HKJr: You're wonderful? 

P: Sure. 

HMJr: (Laughs) 

P: How are you? 

HKJr : Well, I'm alive. 

P: Good. 

HMJr: Mr. Naeh, the Miniater ot New Zealand, ia 
eitting here with ae. 

P: Uh buh. 

ffi~Jr: He eaid they got twenty- five tboueand bales 
.or wool there waiting, eold to Beeton, and 
they can't get it up hare. 

P: tJh huh. 

151 

HMJr: From what the Vioe President told me the other 
dey, things a r e coming more your way; and I 
wonder ed i t you couldn't get in on th1e. 

P: I certainly can. 
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Will yout 

I will right away. Now, I wonde r it Mr. Naeh -
by the way, i sn ' t he a wonderful peraont 

Yu. 

A wonderful person. I wonder it he could get 
me a note on that, and I'll get th' thing in 
the machinery. It'e probably partly working 
with Maritime Commiaei on on. it. 

Yea, they've been- he '• been working with 
Maritime, but I thought he'd get better luck 
through you. 

Well, the President signed thia Or der today. 

Good. 

And it Mr. Nash will get me that note, I'll 
ge t it to our people worki ng with Mari t ime and 
do everything I oan to push on it. 

Is that Or der going to be made publio? 

Yeah. I Just sent Kerry White a cooy. I'll 
aend you one it you'd like to aee it. 

Send me one down, will you? 

I' ll get it to you right away, air. 

And why don't you aend one to Mr. Naah at hie 
reaidtnoe , ao he knowa wby I'a doing bueineae 
with you. 

Fi ne. I'll do that, too. 

Right. 

Thank you, air. 

Hello. Milo. 

Yeah. 

While we're on it, do you know bow aucb le 
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w~1t1ng 1n Auatralia t 

No, eir. 

Could you find outt 

That'& part ot what I' ll haYe t o find out. 

Will you? 

YeAh. Now, that's going to be more d1ttioul t 
on account ot the way we've run th1e 1~port 
thing, and •.... 

I know. 

•.... it'a one ot our jobe to get straight. 

Well, I tell you who know• an awful lot about 
1t 1a Sir Frederiok Ph1llipa. 

Uh huh. Goo d. 

fll.IJr: See. 

P: I'll run into the t one, too. 

Hl!Jr: Will you? 

P: Sure. 

lll'.Jr: R1ghto. 

P: Thanks. 

RMJr: Thank you. 

P: Thank Y'lU very much. 

• 
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DEFENSE SAVINGS BQIDS 

Present: 
Mr. 
Mr. 
lir . 
Mr. 
Mr. 
Mr. 
Mr. 

Jerpe 
Anderson 
Buffington 
Graves 
Houghtaling 
Gam ole 
laebf 

April 14, 1942 
3:20 p.m. 

MR. ISEBY: General Motor&, Mr. Secretarf, are 
putting on a grand drive in all their plants. The 
zero hour is next Thur&day leading up to it. 

H.M. JR: This week? 

154 

MR. ISEBY: For all their emplOfeea, yea. They have 
started on the eighth to have a teaser campaign in all 
their plants throughout the United States, and leading 
up to this hour of' the sixteenth, the zero hour. I'd 
like to have Mr. Jerpe and Kr. Anderson tell fOU about 
it . 

MR. JERPE: Sometime in 1941, Mr. Secretary, Mr. 
Wilson decided that we should put on some type of bond 
activity. We weren't at war and complacence was all 
around us , ao in earl7 January the co~oration decided 
that we should do more about Defense Bonde. The War 
lianagement Comittee, composed of our chairman and our 
president and three or four of our vice-presidents appointed 
Mr. Anderson, who ia also a vice-president, and Kr. Fred 
Doner as the committee who would take charge of this 
parti cular phase of your rrobleaa. Thef, in turn, passed 
the job down to an operat ng collllllittee made up of a man 
named Seaton, ·a man naaed Roberta, and me . Well, we 
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wan ted to do a selling job 10 we went to a selling 
organization. We went to Chevrolet and we said, "We 
want to sell bonds to our people the wa1 7ou people 
suooesstully sell Chevrolets to the world." 

H.M.JR: Harold, do 70u hear what he said? 

MR. GRiVES: Yea. (Laughter) 

1.55 

H.W.JR: You must excuse me. Years ago, twent1 7eare 
ago, I knew about a man who was ealee manager for Chev­
rolet. He is now vice president of general mctors, Mr. 
Grant, and I have been t.rying to get hold of Kr. Grant to 
talk to him for a month. I said, "There ia a man that 
knows selling and this is just plain selling, anq the7 
haven't any more automobiles to sell, so let's get some of 
these fellows . " 

MR. JERPE: This program that we hope to show you 
would be a Mr. Grant program, because we are just 
disciples of his. So we went to Chevrolet and got the 
beat man they had, Brents , aesiating him were two other 
men, a man named Berger and a man named Dowling. These 
three men built a program and brought it back up to the 
operating committee to look at . We couldn' t find anything 
wrong with it. We showed the program to Mr. Anderson, and 
three other vice presidents and they couldn' t find anything 
that they could add t o it. So we started to work on 
production, We started production on this plan on the 
twentr- eighth of February and we l aunched the entire 
c&mpa gn to two hundred twenty- six thousand employees 
through ninety campaign managers in the United States 
on April 8. 

Ae 1 told you before, the campaign breaks itself, 
therefore , into three parta,three announcements. The 
slogan of the campaign ie "Save and Serve for Victor7. " 
We keft out the J..V.E. and · the R.V.E •. and just gave them 
the S a, S.S.V. So we have had a lot of fun about what 
S. S.V. means, and the beat thing we have gotten from i t 
baa been "Swing Shift for Victory. " 

H.K. JR: What? 
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KR. JERPE: "Swing Shift tor Vioto17. • That comes 
trom the men in the f i elda. Another one ie "Sacrifice 
Sunday Vacationa,• so we are getting a lot ot good stuff 
out of it. Now then, on the sixteenth, and we have teased 
them with stencils all over the floors , we have teased 
them with five t housand bannera all over the country, 
they just couldn't walk anywhere without seeing S. S.V., 
and in our own General Wotors we have kept i t secret . 
Very tew people know what S. S.V. meane, but on the 
sixteenth rallies will spring up all over the U.S. at 
twelie noon when our plant managers and chosen experta 
wi l l tell our people what S.S. V. means. A lot of musi c, 
a lot of selling, and when the{ com.e baok to their desks 
or their machines, the applica ion cards will be there 
for signature. An example, Wr. ~ilson, our president , 
and wr. Iseby, our colleague in this business , will be 
the experts at two General Kotora rallies in the Gen&ral 
Motors building on the sixteenth to our employees, and 
thanks to Wr. Anderson, on company time, not employee 
time, At the afternoon meeting at twelve . twent7-five, 
will be lolr. Kett ering to our reaearoh people and Mr. 
Iseby. Our audiences will be about f i fteen hundred 
people in each of the three meetings. Multipl7 that 
by ninety, having ninet7 such meetinge all over the 
country on AE[,!l sixteenth. The Governor of Indiana 
wi l l be the cie, Indiana speaker at our plant there. 

We turned the campaign material over to our people 
and our campaign managers have Just aupplemented our 
original ideas so that it is maiing me look kind of 
dwarfish when I look over what they are all doing. I 
don ' t know what Wr. Anderson thinks. I haven't talked 
with him, but I think I feel aafe in saling that we 
will not get one hundred percent partie pation by 
April thirtieth . At the present time we are in the 
throes of re-tool ing, changing our plants over. We 
have some men who are not 7et working, but, of course , 
they don ' t count because they are not amplo7ed. We 
have some people working three days a week, but I feel 
certain that before fall comea along we wl!l be doing 
about a fifty million dollar buainesa for fOU and our 
Government - annuall7 and I think that by next fe&r -
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Jlr, Anderton, I have nner talked to you lhlut it - on 
the baais of a minimum of t wo hundred twenty- fiT• dollars 
per employee, or one bond minimum, per employee per 
month, that by mid- aummer we will be doing about a 
hundred million dollar bond buaineas for the United 
States Government annually. 

H.M. JR: You have got me a little contused. You 
fir1t said fifty million dollars a year. 

llR. JERPE: I mean, annually. I am talking yearly 
figurea, fifty million the first statement, and a hundred 
aillion the second statement, annually. 

WR. ISEBY: Double their amployees, Wr. Secretary. 

H.Y.JR: When you are through I want to ask you 
some questions . 

WR. JERPE : I am through, Mr. Secretary. 

H.M.JR: Let just get thia . Let's talk in terms 
of monthly pay rol l . What is your monthly pay roll now? 

WR. ANDERSON: The number of employees will run 
around about a hundred seventy thousand. 

H.K.JR: How much average? 
• 

WR. ANDERSaf : The average annual income of employees 
was twenty-one hundred forty dollars, that is, the hourly­
rated people. 

H.M.JR: But do you know how much your gross pay 
roll h'l 

YR. ANDERSON: I can't tell you. It runs up in such 
high figures, ~r . Secretary, I don't try to remember it. 

B.M. JR: When he says 
am trying to get at is the 
your pay roll is a billion 

two hundred million - what I 
terms of percentages . If 
dollars , what percentage 
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ot your pay roll will be invested in our bonds, that i a 
what I • trying to get at. 

MR. JERPE: One bond per month minimum is eighteen 
seventy-five times twelve, givee you two hundred twenty­
five dollars annually. Then you multiply two hundred 
twenty-five by our anticipated tour hundred thouaand in 
mid-next-summer, that gives you a figure ot ninety million 
dollars that is a minimum expectancy. 

H.W. JR: What I was trying to get at is, becauae 
wbat we hope to do shortly 1a to go after tan percent 
ot the pay rolJ., and I wondered how near. 

WR. ANDKRSON: This la way below ten percent. 

NR. ISEBY: Not on the basis ot twenty-one forty 
average. 

MR. JERPE : Two hundred twenty-five dollars a year, 
twenty-one forty dollars would be about eleven percent 
of twenty-one hundred dollars. 

NR. ANDERSON: I am thinking about salaried people 
on top of that. That would be a minimum figure . 

H.X. JR: You said something about the average pay 
ot e11ployees. 

MR. ANDERSON: Twenty-one forty. 

MR. JERPE: Ten percent, two, two hundred twenty-
f.ive or better on our minimum. That i s merely an expectancy. 
lbat is not an accomplishment. 

B.K.JR: Well, this is music to my ears, because I 
have, from what you see in the papers, been going through 
a t errific fight in the last ten days. Fighting for the 
volunteer method of buying these bonds because I am a 
great believer in it, and I think I am all right. I 
don 't know. The President has got to decide it. I 
want him to decide the thing. 
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KR. JERPE1 Kr. Secretarr, the figure that we are 
not satisfied with now i a eleven dollars and some odd 
cents, I think ninety- four cente per participating 
employee at the present time. 

H.W.JR: Well, that is wnat it is. 

WR. JERPE: That is the present figure? 

H.K.JR: You see, we are looklng at this thing -
the theoretical boys wi th the sharp pencils -you see, 
they say we have got to get out of current earnings 
another five billion dollars. They have been wanting 
to do it by the tax route, and I have been telling the 
President, "I can do it through getting it from the 
pay roll on the volunteer deduction basis, and I am 
conf ident that wi th the backing of industry and labor, 
I can get it. " I haven't asked anybody yet anything 
other then just to put the aystem :in. We have never 
said to any&ody "This is the yardst ick,now will you go 
out and help us get it up?" 
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Now, I have just said - it is like trying a horae 
around the track, trotting, but now you send a clock end 
he gets down to business. Up to now we haven't clocked 
anybody, just jogging around, and it has taken, like in 
your case , three hundred fifty thousand dollars worth 
of office machinery, I . think, to be installed end ao 
forth", end i t takes time to get these things in. I 
wanted to aak you, have you got it so now if a man buys 
a bond he can get it fairly quickly? 

KR. ANDERSON: That has been the main thing we were 
working out with Treasur7. Wr. Prentiss is sympathetic 
with it. We have had a lag of almost a month. A fellow 
buys a bond, if he ~ays for the bond we ought to be in 
a pcsi t ion to aa1, Here it is. " He may turn around 
and say, "Well, put · it in the safe for me," but he has 
his banda on it once. 

H.K. JR: Can you do anything? 

Regraded Unclassified



- 7 -

WR. ANDERSON: The last figure I had ia about a 
week. Even that ia too long. 

H.M.JR: What ia the trouble? 

YR. JERPE: Poet offices. 

1.60 

WR. ISEBY: Mr. Secretary, I have been on thct 
continuousl7 in all our plants on t.his. You have aet 
Mr. Jackson, who ia wi th General •Matora) and he apllt 
this up, I think he haa the beat aenae of what i t takes 
to do this job of anT one of the large oorporatlona . 
Certain ~laoea he ia doing it wi t h the poet oftlcea, certain 

places w1th the Federal Reserve Banke. he ia trying to 
split it ao he doean't awamp an7one. We have goi plants 
in Detroit that are nine weeks. I have got to devote 
all my time the next three weeks . The· uniona are after 

me. That is bogging this thing, nine weeks, ten weeks. 
I had a man call ·my house night before last, he said, 
"I have got nine bonds coming." I have got to get 
Chrysler and get them there. 

YR. JERPE: I~ General Motors this ia what we are 

doing now, ~r. Secretar7, and Wr. Iaeb7: Our comptroller& 

in man1 of our plants do the purchasing of bonds for tae 
employees for the plant. We have aaked our comptrollers 
to purchase more frequently. In acme instances they have 

only been purchasing it once each month eo we are atepping ~ 

that up to more frequent monthly intereat values. Another 
thing we are doing in our c1111palgn in addi tlon to pay-roll 

deduction, we are aaklng our comptrollera to purchase 
bonda as delivery boya for anyone who comes in with a 
lot of 1110ney and aaya, •r want to buy a bond through 
General Motora." He can leave hie money with our comptroller. 

Our comptroller will go out and buy a bond, deliver it 
to hia, and we are conaidering that ae participation when 

a man does that. 

H.M.JR: I thought you went all through thia with 

the Federal Reserve in Chicago, I thought t hat - hadn't 
General Motora been appointed to thia committee? 

WR. GRAVES: General llotora ia not an iaauing agent. 
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H.W.JR: Can't we do aomething about that? 

WR. ANDERS:lN : I imagine we oan. 

I!R. GRAVES: That 1a the anawer to thh . 

1.61. 

WR. ISEBY: It ia the answer. It isn't the Treasury' s 
fault. It is trying to get it. 

I!R. GRAVES: If they were issuing agents they could 
solve it. 

WR. ISEBY: That is the thing we han to work on. 

WR. ANDERSON: I don't know w~t the complications 
are, being an issuing agent, but if that is a complication, 
1f that is a minor th.ing in the issuing-- · 

H.M.JR: It is minor. Whoever ;your comptroller is 
we could fix him up over night, make him an issuing agent. 

MR. ANDERSON: One of our problems is this, Air. 
Secretary, as ;you may not know, we have got ninety plants 
scattered t he length and breadth of the countr;y, ao lf' we 
had an issuing agent, we will say in Detroit, we will 
still have a lag of maybe a week getting it back to the 
plants. 

H.W. JR: Let me ask ;you this. I haven't been through 
tbls. Your ninety plants, don ' t the;y pa;y out at each 
plant? Don't all pa;y out at Detroit? 

WR. ANDERSON: At each plant . 

H.M. JR: Why can't each plant have an issuing officer? 

MR. ISEBY: I spent that t ime with Mr. Jackson. I 
have been working with him. As I say, General ~tors are 
getting the bonds to their emplo;yees faster than an;y others 
could now. 
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H.li. JR: There h no reaaon that I know of, 
Harold, why General Mot ora oan 't , it ther n nted 
an issuing agent ninety t imes over ? 

162 

h there, 
to~ be 

MR. GRAVESt No· reason ther oouldn ' t iaaue at any 

plant where they have the office facilities . 

H.ll.JR: Who ia handling that, who 1a reapon.aible 
tor tha t t or me? · 

MR. GRAVES: Dan. 

H.ll. JR: I see. 

MR. GRAVES: As a matter of t act, i t is being handled, 
as you know, by the federal Reserve Banks, and I might say, 
for the information of these gentl emen that of th.e tin 

hundred companies in the U.S. employing more than five 
thousand people, about a hundred and twenty have ~ualitied 
as i ssuing agents, one hupdred twenty out of fivellundred 
l arger corporations in the country are taking care of the 
issuance of bonds for thelr employees . 

H.ll . JR: That is such an eaa{ thing to do, I mem, 
it seems wicked if the people wan to sel l it that they 
shouldn't get the bond the same day ther buy it . 

MR. ANDERSON: Over- the-counter delivery is my idea. 

H.ll. JR: Yea, mine too, You go in and buy a car, you 
don't wait, you want the oar. You put the check down and 
you want the oar that day. Certainly if you can deliver 
a oar we ought to be able to have t he bond t here . 

MR. JERPE : Your t ailor can deliver a suit in two 
weelca--

llR. ISEBY1 The day that happens, the extra five 
billion dollars that you are talking about will be no 
question, that is the only thing that i s holding it now. 

H.ll , JRt If that ia the only thing we oan take care 
ot that. 
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IIR. ANDERSON: Let me aay thia, I will be giTing 
this question about whf we are not an issuing agent 
to Yr. Iseby or anybodJ you designate, as to what the 
oomplioationa are trom our point of l'iew. 

H.M. JR: Give it to Iseby. He can give it to ua. 
Do 1 underatand you have same literature you want me 
to look at? 

WR. JERPE: I have a selling presentation fo r you. 
l t 1a a selling thing. 

H.W.JR: I'd like to see it. 

llR. .ANDEROON: I would like to make two coJDenta. 
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We put this thing off another month on account of Karch 15. 
We could have got under way a month earlier. 
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Mr. o. 8. 
Young: 

HMJr : 

Y: 

IIMJr: 

Y: 

HY.Jr: 

Y: 

IIMJr: 

Y: 

HY.Jr : 

Y: 

HY.Jr: 

Y: 

!IY.Jr : 

Y: 

'!l!Jr: 

Y: 

Young apeaJling. 

Mr. Young. 

Yes. 

Morgentheu speaking. 

All right. 

How are you? 

Jus t tine, l~r . Mor gent hau. 

Apr1l 14, 1942 
4:22 P·•· 

Mr . Young, on Apri l loth General Motors ia 
starting a bi g oaapaign on thia War Bonds. 

On A~ril 6 - April 16? 

April 16. 

Yefl, 

Now, t hey went to - I don't think they 're a 
t1scal ,.gent. 

No, Ju&t the Oenera,l office - the oft1ce 
manage~ent t here si gned t hat. 
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'I ell, they've go t ni nety di f ferent branches, 
and I want to ge t thi s t hing - at least offer 
the~ enoush cooperB tlon that we get on a basis 
where we .give the man the bond the day he buys 
it. 

Uh huh. 

Nov, our State Manager, Isebr , comes in and 
says peo~le call him up &t the house from 
Chrysler end eay they don ' t ge t their bond 
unOer nine weeks . 

Oh, ' that ' a a - if we have anything to do with 
it, 1t isn' t nine veeke. 
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Vell, anyway ••.•. 

No. Ve're on a tiYe and eix day here, and I'• 
eure that the branch ien't Yery much more than 
that. 

Well , I don' t know. It ought to be the eeme 
day. 

:tee. 
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Nov, I'm going to let Mr. Bell telk to you, and 
then we want to send eoaebody to Detroit tonight. 

Uh huh. 

A good man. 

All right. 

And we' d like you to eend eomebody there and 
a tsy there until we get this Detroit thing 
etrai~ht~ned out. 

All right. Well, I'm sure that they're wrong 
about t he delay. 

Mr. Bell wil l talk to you a minute. 

All right. 

Hello, Hap. 

Hello. How are you, Dan? 

Okay. Say, I t hink maybe Sihler ought to go 
out there and me't Mill e at the branch tomorrow 
morning, end let them go over the ground work 
there and then go over and see the General Motors 
comptroller t ogether. 

All right. 

And Mills will have the etory, and you can work 
troa that point on. 
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Ie Mille coalng rroa your place? 

Yea. He'e golng tonight, and I don 't know 
whet t 1ae be gete there. 

Well, all right. I ' ll heva Sibler there in 
the morning, and ••... 

Wait a minute. (Telke eei~Se) What's thllt? 
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He'll be there at eight-thi rty in the mor ni ng, 
ao he ' ll go to th~ branch eoa~time between d ne 
and ten, I ebould think. 

And I think probably it aigbt be well to have 
our cashier to go aa to the aechanlca or the 
tblng, but I ' • pretty eure that they're all 
wrong about the delay up there ; because they're 
not very rar behind. 

Well, I think we' d have he~~ or it bef ore thia 
it that had been true. 

All right. Wel l , or oouree, we're six days -
tive or six days - it takee three daye tor checks 
to clea.r, and they're only o rew daye behind. 

Uh bub. Well, let ' e get on lt anyhow and 
settle 1 t. 

All right, and I'll .••. . 

That's General Motors and Chrysler. 

All rlgbt. Well, nov, are they going to have 
en opportunity to talk to General Motors people 
t oaorrow? 

Yea. I understand the comptroller ie expecting 
eo~ebody to oome there. 

Well, tha t's tine. Well , I'll have two ot the 
boye there in t he morning - at the branch. 

All right. 

All right. 
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'l'ha.nka , Kap. 

We'll take care ot 1t. 

Rlght. 

All r1cht. 
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Judge 
Ro aen•an: 

'!liJr: 
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K~Jr: 
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IIY.Jr: 
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HMJr: 
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HMJr: 
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'lliJr: 
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HMJr: 

R: 

I!)(Jr: 

R: 

HMJr: 

Bello. 

In pereo" - in the !leah. 

April 14, 1942 
4:)0 p.a. 

Row are yout I got tour calla that the 
Secretary'& going to call, and then the 
Secretary's going to call twenty minutee 
later. 

Doee it d1aturb you? 

Finally I got you. 

Dld 1t disturb you? 

No, I like t o br wer ned l ike that. 

They didn't get you . . . . • 

I ho9e you guye uae a direct wire i nstead or 
spending my tax money on it. 

I've got ! our wiree. 

Okay. Wha t are the nuabera? I t'a e good way 
to oell you. 
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(Laughe) You call the Federal Res~rve and ask 
t or 11e. 

Federal Reserve. Okay. 

Where are we? 

I'm in New York. 

No , but I meant on this - the Preei~ent ie using 
.y l etter t o hia on that fifty per cent bueineea 
and ealee tax. 

Yeah. It'e e good l e t ter . It'e convinced me. 

Re ' e uaing it at hie preea oonterende today. 
He asked u• t o condense it. 
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I t convinced ae. 

Now, Saa, where do we etand ..•.. 

I ' s not convinced on ooapuleory eevin&a yet. 

You're not. 

No . 

Well, 1e the President. 

1.69 

Well, I think he i s. (Laughs) Well, he's leanini 
that way. 

Well, you reae~ber you said you were coing to 
let ~• have a draft. 

Yes. 

ll"hent 

Well, we haven't reaL1y got down any decent 
draft , except I knocked out a very r ough thini 
tor h1111. 

Yeah. 

But he real ly -he hasn't read it. 

Well, when do you think - I like the111 rough. 

Yeah. 

(Laughs ) When can I see it? 

I'll get you a copy ot •Esquire•. 

That ' e not r ough enough. 

But he'e leaning your way on compulsory savings. 

He h. 

Yes. 

How about the taxes? 
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Well , I'• convinced you're ri&ht on the taxes. 

I eee. 

I've read t hat booklet you save me. I thought 
it would be awfully dull, but i t's very 
interesting. 

You mean the various epeeohee? 

Yeah. 

Di d you read that? 

Yeah. 

Good tor you. 

The only thing that I haven't read yet ie that 
letter or April 3. I'm going to read that 
tonight. 

Well, he ' s using that at hie press conference. 

No, that ian 1 t the one you're talkin.g about. 
You 're talking about the one ..... 

Oh, no. Not the April }rd one • 

•.... on April 14- April ll. 

Yeah. 

No, I mean the one ot April }rd. The letter or 
April 11 is very good. 

Wi th all modesty, waen't my epeech in Boston on 
intllltion good? 

It was very good coming then. 

Yeah. 

Damn good.. 

Well, Sam, I know you're holding your cards 
close. 
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No. Well, I'a not doing any more than not 
revealing anything I ehouldn't. 

Yeah. 

I'm coming down tomorrow night. 

Yuh. 

I 'm going to eee you ot the dinner with thoee 
Lione, I thini. 

Right. 

It I'• there. 

Well, do I have to get you druni to 11ake you 
talltf 

Well, there'e really nothing to eay. You know 
he went away on Saturday ..•.• 

I see . 

•.... s"nd I haven't ~een him eince. 

I eee. 

I epent Saturday knocking out a rough draft, 
which I don't think I ought to give you, because 
he really hasn't eeen it. 

Tbat'a all right. Well, Juet let me ask you 
th18 ••..• 

Since then I haven't talked with hia. I will , 
I'a eure, this week-end, at greet length. 

Well , let me put it thie way. Ae t a r ae you're 
concerned, the only thing that you et1ll have 
got to be sold on ie the volunteer method. 

That's the only thing I dieagree with you on 
except - well, on the general thing, I don't 
think it ought to be - you know, what you were 
eaying about s general appeal. 

Yeah. 

Regraded Unclassified



R: 

RMJr: 

R: 

HY.Jr: 

R: 

HY.Jr: 

R: 

IIY.Jr: 

R: 

!IMJr: 

R: 

HllJr: 

R: 

ID!Jr: 

- 5-

I thlnk 1 t ought to be tougher than that. 

You mean on •.••. 

I don't think leg1elat1on 18 neoeeeary. 

Well, that's what I said. 

But some directions to the Labor Board would 
be. 

Well, anyway, I '• seeing you toaorrow night. 

Yeah, 1t I get down in time. h that a 
drinking dinnert 

I hope eo. 

All right, Henry. 

You'll be there. 

I 111 be there. 

R1ghto. 

Okay. 

'!"hank you. 

1.72 
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April 111, 191!2 
11:)11 p.a. 

RY.Jr: Hello. 

•· Hello • .. 
RY.Jr: Morgtnthau. 

s: 

Grace 
Tully: 

RY.Jr: 

T: 

lfl(Jr: 

T: 

Hl!Jr: 

T: 

Rl!Jr : 

T: 

ID!Jr: 

T: 

Hl!Jr: 

T: 

HliJr: 

T: 

Rl!Jr : 

T: 

IIMJr: 

Juet a aoaen t ~ (Talk a aside) Secretary 
Morgenthau. 

Hello. 

Morgentheu. 

Mr. Secretary. 

Yes. 

The President haa people both Wednesday and 
Thursday, but he eaid he ' d aee you over the 
week-end it you're going to be hoae. 

Home. 

Uh huh. 

Yeah. 

Are you going to bet 

Oh, you eean home •.... 

Home up-at ate. 

Home on the range. 

Yeah. 

Yeah, I'a going to be home on the range. 

I aee. 

But I'd kind of like to aee hia before that. 

You would. 
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Ub hull. 

Beoauae I want to make aome plana on our bond 
selli ng campaign. 

I eee. 

And - in advance - it he'e going to etiok to 
the volunteer plan. 

Ub hull. 

Do you suppose I could get a regular appointment 
t omorrovt. 

Why don' t you try the General, hullt 

Try the General . 

Yeah. 

I ' ll do that. 

All right. Because I don ' t know hov their 
schedule ie, Mr. Secretary. I never knov, 
you see, in advance; until I get my COJ>Y 1n 
tbe morning, I don' t know What's happening 
on their l i st. 

I ' ll do that . 

Grand. 

Thank you. 

All r i ght. Fine, Mr. Secretary. Good-bye. 
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The General Motore people have Juet come in here 
and have explained to me wn.t they propoee to do 
besinning with April 16 to reach every employee 
in their company to set them on thie volunteer 
payroll deduction plan. Hello. · 

Dough ten: I hear you. 

!!l!Jr: They put practicelly their whole eelee foroe to 
work on this t!Ung. They can't sell auto11ob1lee, 
eo they oropoee to do thie. I vee treaendoualy 
ia?re~eed, and the ~~ion ie cooperating with thea. 

I wondered whether you'd be ~illing, or think it 
would be viee, to let them take a half an hour 
and explain it to your oo11~ittee, and - because 
this i e the kind of thing that I propose to do, 
and t his is the vey I propose to raise the money, 
on a volunteer baeie; and I never oould explain 
it half as well as Generel Motors could explain 
it. 

0: Uh hub. Well, when would they want to come? 

lii!Jr: 

D: 

!ll!Jr: 

D: 

ID!Jr: 

D: 

HliJr: 

Well, they'd acceot any ti11e on the sixteenth 
that would be convenient to you. 

The eixteenth? 

Yee. 

Tbs t' a Tbur eday. 

Yeah. 

That'e- tomorrow' s t obacco dey. Well, I don't 
know until I consult my clerk - the clerk of the 
committee- Juet whet he'e got , but I'd be delighted 
to have them come and do it; and if it vee neceeeary, 
why they, I would think, ought to do it when there'• 
a full committee, and 1t 1 e herd to have a full com­
mittee amonget those we oould get to be preeent at 
night •.••. 

Yrah. 
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••... but I'd be wil ling - we'd be ailht glad eYen 
to go in at night and take care ot the calendar. 
I 'a t r ying to clear up the olllendar day by da.y. 

Yeah. Well, they would do it at night. They Juat -
I juet waa .. . . . 

Well, I'll haYe thea put on t or Thureday, I' ll 
tell you t hat right now, end I'll eee ae t o what 
tiae we can get them on. I think it1 e a tine 
idea, and I think it'e very patriotio or thea 
and une~ltieh to do it, and I approYe it a hundred 
per cent and I think it will be helpful. 

Now .•. .. 

It will help the country, ae well ea the committee, 
I t l:1nk. 

And I - - do you suppose we could get Walt~r George 
to come over, too? 

Why, yeah. I ' ll osll him and invite him and give 
him e ohair right on our - I'll get him a cushioned 
chair right up on t h e platform. 

Yeah, and maybe aome Republican, also, from over 
there. 

Y•ah, we'll let him bring anyone he wants to. 

He might i nvite the whole coamittee. 

That's Thursday. 

Xeah. 

Yeah, he aight invite the whole oomm1ttes it he'd 
like to. 

Yeeh. 

Thet'd bs all right. Well, nov, wi ll you do it 
or ehall I do that? 

No, no , no , no. I'll - all I'll do 1& tell General 
Motora t o be i n town Thuredey. 
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Be ready tor call any t1aa 'l'hureda7, and we '11 
let thea know Thursday aorning about whet place 
they 'll have on the record. 

'l'hat'e right. 

On thP calendar. 

A~d they'll bring with th~a also t he head ot the 
uni on who i a cooperating with t hea. 

What kind ot a union are you talking about? 

Well, I aean the union - it' e th- automobile union. 

o: Uh huh. You aean the employees' ' 

RMJr: 

D: 

HMJr: 

D: 

HMJr: 

The employees', yea. 

Yuh. 

Representative - no, A representative ot the emoloyeea. 

I understand. 

So I mean, i t wouldn ' t be JUst the company, there'd 
be a representative of the emoloyees. 

D: Well, that's what I understand. Speaking tor thea. 

!!l!Jr: 

D: 

'O!Jr: 

D: 

HY.Jr: 

Speaking tor the eaployeea. 

leah. Wbst aore do you hear about the =attar we 
d1ecueaed Saturday? 

Not hing other than that the Presi dent asked me t o 
give hla a at ateaent today t or hla press conf ere nce, 
whloh be wae going to uea on - ebout taxi ng the 
lower e~emption groupe. 

Uh huh. 

Now, whether he used it or not - but he sent over 
a hurry call et three o'olook plea se to sen~ h1a 
over a etatement, and I've asked to eee hla tomorrow 
to juet check up where we atand. 
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Somebody waa Just telling •e that in t he after­
noon paper maybe t hat there wae no t eo muoh 
lik~l1hood or coming out for requesting euoh a 
lerge increase in the t ax bill. Did you hear 
enything about that? 

Well , it's Just where I lett it Saturday. I have 
hsd no word trom hl~ t hat he wsn te ~ore taxes. 

They've been telling ~e, you know, right along 
that we'll be called on tor more and more, and 
eomebody told me that - eaid the~e wee an article 
in the New York Tiona about tlle1r eayi ng you were 
etudylng it over the week-end, but I didn't believe 
tbs t. 

Well, I told t he newspaper men that was an untruth. 

Yeah. Well , I was satisfied about that. Somebody 
called my at tention to it, and I said , "I don 't 
believe that at all." 

No, that wee an untruth. 

Yeah, I was certain or that. Well, they Just 
write those t h ings ae reelers , you know. 

Yeeh. 

Yeah. 

All right. 

I'll call Serator George right ~ow about that. 

Yeah, and I ' ll have t hese General Motors men 
available Thursday. 

Well, I cAn let him know then ao~e time Thursday 
about what time they can come over 

That' e right. 

So they won't loee ~uoh time. 

'l'h8t' e right. 
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0: 
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All right, thank rou; and .I think it'• a tine 
eugieetion and a fine plan. 

Thank r ou. 

llood-bye. 

1.79 
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DEFENSE SAVINGS BONDS 
Preunt: 

llr. Buffington 
.ll.r. lioughteling 
Kr. Gamble 
lir. Isebr 
Kr • .Anderson 
llr. Jerpe 
llr. Kills 
Krs. Klotz 

1.80 

' J.prU 14, 1942 
4:45 p.a. 

H.W. JR: I just spoke to Mr. Doughton, chairman of 
the Ways and ll.eana Comm.i ttee, and asked him did he think 
it would be a good idea to have General Motors come up 
and explain what their plan was on the sixteenth, bring­
ing with t hem a representative of t he union, and he 
said it would be a magnificent idea and he would invite 
Senator George and as many of his people to come over, 
too. 

llR. ANDERSON : We will be t here. 

H.K.JR: Now, he said if you would be here Thursd8f, 
be here on tap, he would let me know what ti.me Thurada7, 
aome t ime during the d&f or they might do it at night, 
but he thought it was a very fine idea and he would very 
much like to have rou people come, br inging with you a 
representative of the union and let him arrange with him 
to give him time to make his talk. 

:am. ANDER9JN: Do you want me to make the arrangement 
wi th the union? 

H.K.JR: I will leave it with you (lseby) . 

MR. ANDERSON: We will fix it up. 
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MR. ISEBY: 11.1 right. 

H.K.JR: And Wr. Houghteling, who looks after uniona -
General Motors, Kr. Houghteling, Kr, Iseby, the three of 
you make sure that the union is here, that they are happy 
about this t hing, you aee , I want at leaat as much en­
thusiasm as you showed. 

MR. JERPE: Thank you . 

H.W.JR: Could you count on that? When doea your 
train lean? 

WR. ISEBY: It baa gone. 

H.W.JR: What do you do, go back? 

MR. ISEBY: I think I shall go back because I think 
we ought to take Wr. Houghteling, Kr. Anderson to Mr. 
Reuther and these men in Detroit to make sure that they 
are all one hundred percent in accord so when they step 
up before Mr. Doughten and his committee that they will 
be just as enthused aa Kr. Jerpe. 

H.M.JR: That is right. It i s very important that 
we get a united front, that this is management and labor, 
this is what they want. It is unique. I don't know whether 
it has ever been done before, go before a committee of 
Congress and explain the thing. It won 't do General Motors 
any ha!'ll. 

MR. ISEBY: I think they will do it a hundred per­
oen t. 

MR. ANDERSON: I am reasonably sure. I can almost 
vouch for it, but I don't want to go quite that far. I 
am reasonably sure they will endorse it. 

H,M.JR: 'lou look after it. {Iseby) Is that all 
right wi th you, Harold? 

YR. GRAVES: Yes, sir, fine. 
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H.K. JR: And then it rou are here Thuradar morning 
I will get word, give you the time, but Kr. Dought on 
said fine , and we will let the preaa know what ia going 
to happen. I used the sixteenth because that is the day 
you shoot the plan • • 

MR. ANDERSON: All the more reaaon. 

MR. JERPE: I think I will go back, .ll.r • .lnderaon, be­
cause I have a lot ot work to do tomorrow. I wi 11 have 
to have some one understudy me on the meetings, come 
back tomorrow night. 

H.W.JR: Tell lo!r. Grant about this thing and maybe 
he can get ott a half an hour to go up and see you boys 
do your a tuff. 

J.IR • .ANDERSON: We will take him right along with us . 

H.K. JR: Take him up to see you do your stuff. It 
I can get away for half an hour I will go up myself, too. 

MR. JERPE: Thank you, sir. 

H.M.JR: You fellows are doing me a favor, and then 
you see what we are going to do afterwards is get you 
fellows to help ua with the other industry to do the 
thing, but this is the best plan I have aeen yet. 

MR • .ANDERSON : Thank you very much. 

H.W. JR : And it is sales talk, and that ia what we 
need. It is the beat t hing I have seen. 

MR. GAMBLE: You might be interested to know these 
gentlemen have offered to print a thousand in colors of 
their smell turnover (chart ). Supply them to every large 
corporation in the count ry. 

H.M.JR: Leave me- the big one. I have asked for an 
appointment to see the President. If I see him tomorrow 
I want to show him. Just the big one , just the thing you 
flipped over, juat the easel board. 
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KR. JERPE: I! Y!)U don ' t have an easel it h hard 
to present it , and you don't han an easel. 

H.~. JR: He wouldn't gi~e me time. He will leave it. 
I will take it over. He will aay1 "What in heaven' s name 
are you bringing?" 1 will aay, · 'I am trying to sell a 
set of books. " And he will leaf through the thing, and 
if he l i kes it sometimes he will take the time - he may 
take the whole thing, he may just l eaf i t through, but 1 
went that thing that you had on the easel. 

I understand you people want to contact your comptroller. 
Is that right? 

YR. ANDERSON : That is correct, Mr. Secretary. I 
would like to get i t ironed out with~. Prentiss, find 
out what the complications are , then I ' d be very glad 
to contact your office. 

H.M. JR: Call up Chioago , We are ready t o turn the 
whole Federal Reserve, the Treasury loose, to help you 
deliver the bonds the day t hey are bought . " 

. MR. ISEBY: I want, Yr. Seoretary, to have meetings 
at the same time with the other thirty-two industrialists 
in Detroit. 

B.K. JR: You mean that you do this? 

YR. ISEBY: Yes, sir. 

H.Y.JR: ~lls i s t he man. I asked hlm whether he 
knew how to curse, and he says he does . 

MR. MILLS: I can learn from the Defense Savings 
Staff, I am sure . 
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... l l 14, JJMI 

Dear ANbloa 

!\lh b J•t to toll 1• tMt I MYO 
forwordti Jflll/r lottu of Apl'll lltll w 
our Pllbllo llolatl_. SeotlM u4 \0 tM 
far SOY1116• Staff wUb tM owaooU• 
that tbJ oooponta 1a ......, '"ollli 
.., ln oarPJbc on Ulo Jellq ftlola,... 
bau outll-'• 

lro baYt alroMl _.. laf..-1 -
of rov cloUUCO fullltloo 1a tblo _,, 
a lid ov pabllo rold lou pooplo oro ..,.,., 
i;ltd of \ho opportualtr to o11oot OJV 
Nterlal whloh algbt OODOOlftblJ offoot 
the work of ot.._r GoYo..-at 4opert•ah. 

FK/cgk 

SlaHrolJ, 
(11pe4) l oaJ7 

f~~,·~.c!. 

/~,o-..H'. ,..._ 
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TREASURY DEPARTMENT 

WASHINOTON 

April 14, 1942. 

!.!EUORANDUM FOR THE SECRETARY : 

In accordance with your reque11t this morning, 
l·~Jc~.-.. .. \) 

I hand you herewith folders~containing statements of 

the experience and duties of the principal employees 

of t he War Savings Staff in Washington. 

These were very hastily and, I fear, imperfectly 

done , but I trust they will serve your immediate 

purpose. 

If you like, I will be glad to have them done 

azain, with greater care and more completely. 

;tf· 

187 
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TREASURY DEPARTMENT 

April 14, 1942. 

!JEI.!ORANI>lll! FOR THE SECRETARY: 

I have received the following from Mr. Poland 

about Uiss Jane Seaver: 

"I have had Miss Jane Seaver in to see 
me about the possibility of her working for 
us . She told me when she we.a in 1fi1 office 
that she had already applied f or another 
position. SaturdBf morning when I telephoned 
her to find out whether she had made up her 
mind, she told me that OPA had finally 
cleared her appl ication and that she had 
so far. committed herself with them that it 
would be a breach of good faith if she did 
other than accept the OPA job." 

188 
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TO 

TREASURY DIEPAin'MIENT 

secretary Morgeothau 

Mr. Callahan 

189 

DAft April 14 

The production man who aotually controls TOlWile , 

tWng, etc. on Wheeling Steel 1a Maury Lollgtellow. Hie 

superior , l. L. GrLRea, General A4Tertieing Manager ot t he 

\'lbeel log Steel Corporation, Wheeling, West Virglnla, directe 

the production, Mr . Longfellow can be reached through 

llr, Grimes' ott'ice, 
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vnDD rune U.TIJ:CI8 JODI 

lla1l7 lalee - April, 19112 
Oa Iaale of Iteu Pr1.,. 

( Ia \llouu4t ot ullaH) 

CONFIDENTIAl 

Poet ott1oe 1aa1< :aou lale• .1ll JoA4 lale o 
JoDOI. laleo 

Deh 
S.rho I ledeo I S.rieo 7 Serle• ~ ! o\al S.r1eo I Serieo 7 

J.pril 1942 

1 • 2,476 • 10 ,517 • 2, 3110 • 9,6o8 • 22,504 • 12,993 • 2,3110 

2 2 ,999 8,264 2, 119 ~· 570 17,953 11,26a 2, 119 

~ 
3,222 7.572 1,185 , 235 14,992 10,79 1 ,185 
2,778 9 ,292 1,387 5.334 16,013 12,070 1 ,317 

6 11,961 13,035 2,~ 8 ,027 23.391 17,996 2,~ 
7 2,958 5.722 1,~ 8,983 15 , 53~ 8,610 1.~~ 
I 2,}09 9,610 6,562 17,}1 11,919 

9 2,906 9.}04 ~5 5,715 15,974 12,210 ~5 

10 2, 7}0 8,052 1,m 5,261 14,885 10,782 1·u~ 
11 2,150 5,224 2,720 8 ,613 7.374 

13 4,619 17, 571 2,432 8,6o4 28 ,6ol 22 ,190 2,432 

!oh1 • 34,101 .1oll,163 • 17,005 • 711,617 $195,716 $138,271 • 17,005 

Ottl~o of the Se~n\&r7 of \lut !reao11r7, Jlh1e1oa of lleolal'~b. aD4 8\aUoU~o. 

Sovco1 

l o\11 

Ul f tcveo are b pod\1 v1\b. \lut !reao'llntr of \lut tiDHe4 S\a\eo oa aeco'CID\ of prc~udo of 
tal .. of tJaHe4 1\aho eanJICI boDOI.t , 
Jipru lutn 'beea rouded \o aeareo\ \b.oueaad pd will ...,, aocuoar117 add \o \o\ale. 

Sorito ~ !o\al 

• 9.6oS • 24,9110 
l·510 20,95~ 

,2~ 18,21 
5. 3 lS, 790 

8,027 28,~ 
1 ,913 18, 7 
6 ,562 19,623 
5 .715 18,110 
5,261 17,615 
2, 720 10, 762 

1,6oll 33. 227 

• 74, 617 $229,1911 

.April 111, 19112. 
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0 

I-

lerioo I - Poe\ otfiooo 
lor1oo Jl - BaJIQ 

Ser1oo I - !o\al 
lor1oo J'- JaJIQ 
lorieo G - haD 

~\al 

Oooopara\ho 8\a\-\ of S&l.oo llo>rl.q 

rtn\ n ...... hoi.Mu llaT• ot April, March - J'ol>ra&r7 1942 
(.April l-lJ, March 1-13, J'obnaq l-lJ) 

Oa Jado ot Io..,. Prioo 

(.taov.h 1a ~-· ot 4ollaro) 

lalH 
.taout ot horaaao 
or Deo~oo (-l 

.April I llarall 
Jpr1l ..... a J'et.n&arT : o'rOr OT•r 

I !lzol>. I J'o'brun 

• 34,108 • llo,003 • 47,154 
-· ~·~5 -· 7.155 

!:Q!!,16l 111,~ 1IS,!il! - ol!!l - 5!!.!!41 

1JS, 271 154.95~ 226,057 - 20,688 - 67,098 
17,005 20,39 29.433 -~ 9.039 
14,61z !l.~lg 146,008 - l 1 - 56,4z6 

tm.~4 ~.814 ~1.~ -•l!.~ -$!~,615 

ott1oo ot \llo Sooro\ozT ot tho !roaRJ7, :01Th1on of Beoaarch aa4 8\aUoUco. 

COilfiDH,TIAL 

Paroa\ap ot ~ 
or lleore&oo ~-l 

.&prU I ...... 
Oft!' Oft!' 

!!Es I J't'bruz7 

- 14. ,_ - 15.2ll 
- 12,4 -~ 

- 1g.o - 29·7 
- 1 .6 - 30· 7 
- !2....I - .l!..l 

-~ -» 
.April lli, 19!12. 

Scnarool JJ.l ttcvoo oro 4opoo1h w1 \h tho !roaWJ'ar of t11o 'Uil1hcl. Stat .. on acOCllllt of proooo4o 
ot oaloo ot Vlli\ocl. 8taho &&'rinp boncl.e . 

Jloh1 rtcar•• lion l>oon ro1Dicl.ocl. to noaroet tbouoand aa4 v111 not necouarllT ncl.4 to tot&le. 
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.lpl'll u. lMI. 

!01 leortt&I'J lforaellthn 
nata lr. OutOil 

!he Offlet of Prloe .laallliatra­
tloa hae aek.a the aaelet&Dce of the 
Secret Serrlce la chtokiac appareat 
lrrecularl tlu b7 three •• ooaoerne4 
ill tire ratloalq 1a the Dlatrlct. 
0111 of the three euepecta b a Secret 
Stnlct MD, Captala Jr.rbtrt I.. lluctf 
of the lhl te Bout <k&aria. 

I recoaed approTal. upeclalq 
Iince we ehall prob&bq han to 4o 
our own lDYeetlaatloll of Ma/iih~c•J 111 ID1 
neat, . 
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Clift& fill ,_. A'fDis-n•••ra 
"~CIIftll WWI IG4 D. C. 
..£CAET " ~Q111~< 

f 2j 417 .. Sldt .. D 

IA2 APR ' ) A' 

11r. PrNII< J. wu­
Chiet 
Secret S.Z"t'loe 
'Tl'e • ""'7 o.pan..ttt 
Koahlncton, D. C, 

O.ar llr, l'iUsooa 

AprU 9, 1942 

Alter toa 5a4:Jli.J 

fie ue preHntlT lmestipting tbe t.1r. rationillg 
oituatiOII 1Jl the Diet.rict of Co11U1bie0 1\lld 1n COMOCtion 
wlth th~t lmeatigatioo we an tnt.arnted 1n a check-up 
of Capt..ln llnMrt L. lllarC87 oi' tho 'llllltc llouae Qunrcla, 
~'ucono T. Bradt, rarMr}T chl~t olorl< or the Dl nt.rict 
Rattoolnft !loUd, IIJICI Jolm •· Cawood, cne ol' tho tnspoctora 
or the looal llotor Vohlc1o DiYlalon. we would B!>!JrOCiote 
your aaelataMe 1n checld.n!: noooiblt 1oco.l benk eccounte 
or the .. tlvM l.ndidduala hoe Janu-.rx.,.15 ~~ t'cbru&r7 
?3 . It 'fOil ere diapoeed to aaslgn one or y<M •n to tJ>e 
tyre lmeattgot1011 we baft l.ndlc•te<l , ol e•M oell llr. Jolu> 
Jo .. of ., oWt, 1fho.., tala :ilene llllllber is Reoubllc 75000 

r~n.olon 6610, 

YerJ ~ 'f<NrO 0 
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OffiCE Of J..END.U.AS£ ADMINISTRATION 
flVE.f'lf"IEDI ZJd STREET NW . 

• 
• li'~D.c. 

Llt.-Jo . .. I,...., 
lprU 14, 1942 

Honor&ble Henry Jtorgenthau 
Secrotaey ot the TreaSU17 
fiath.i.q:ton, D. c. 

Jloar llr. Secretary, 

Thalllt ;you ror ;your lett&r or April ll 
relative to r ecord l<eepilll! requireeente in 
oonneet1on dth Lend-Lee.se ecqlOrt cargo. 

I note you approve the i dee we had or 
ereatire a opecial comittee to otuey thil 
a1tuot1on. I am desiGnating Jlr, J. 11. Juran 
or our organization to serve on thia committe ... 
I agree with you that the ITar Department 
ehould bo represented. 

Subject to your approval, I u aeklna 
llr. JUran t o sorve as cbaJ.ra>e.n or thie co.,_ 
al.ttee, to complete its organization, and to 
call a meeting at the earliest poesible date. 

!lith ~ot wishas, 

Sineerel;r yours, 

~li- ~:.~ 

' 

Thoae.s B. llcCe~ 
Actina Ada1nistrstor 

' 
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::O'l'l·l ENT OF RUSSIAN LEND-LEASE l1ATERIAL FAOH PHILADELPHIA PORT 

Report of Telephone Conversation by Hr. Si dney G. T1okt on 
April 14- , 194-2 

On T·uesday afternoon, April 1'+, I telephoned Lt . Col. H. G. 
•.all l allle , of the War Depar t ment ' a Service of Supply, at his 
Phll~delphla office to discuss the movemont from the port ot 
PUladelphia or lend-lease CISterials for Russia, The Colonel 
_~ve =~ the following informat ion: 

1. The traffic situation in Philadelphia is under com­
plete control . Bottom cargo has been flowing into 
t ne oort in suff icient quantity, a nd the rail~oads, 
t ne Ruesie.ns , and Hoore-HcCorlllllck ere work:n;:; to-
3et her amoo:hly. 

2. Nine sh ips car rying Ruasian cargo~ sailed trom Phila­
del;>hi e during t he ;:>ae t weekL a nd 9 ships also sailed 
during the p receding •<eek . 'l'hese sailings brought the 
total number of ships departing .:ith Russian cargo 
durin£ the pest mon t h up to &!)pr oxi matel y 30 . 

3. !line ehips were in port today . Thr~e ·of these t:ere 
ooopletely loeded and eXpected to sail before night­
f ell, ~nd 5 of the remaining ehi ps will sell by Thurs­
dlly or Fr1dey of this week. The ninth ship wll'l. sell 
next l:onds.y , havin_:- b~en in port or~:r a te>< days . 

~ . I t has now beco~ nosa1ble to turn s~ps aroun~ i n 
about S days. This i s the goal at w~~ch Col . Will i ame 
e1~ed ween he e rrived 1n Philad~l?h1a }} weeks esc. 
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:l96 ' STRICTLY CO IIFIOc::mL 
:!!oUoa ot.f'CD tor Ruuh.n.t .. nt troa al1!1 to ~lla4dph.U, 

t.ot•l .t.prll 5 to AP:rU 11 and uur API'll 12 a!.'ll! 1}, 19-.2 

l:Pit ot 00~1 and 
oo.o4ttr 

!!!!.!. 
Alr.trle•n B·reflll Co . ,,.,,,, ••••• •..... , .•••••• 
OM•• Braee & Cor~r <lo •••• ••••••••• . ..•. .•• 
~'"'"' Conper &: Brae• Oo •• •••••• , ••••••••• •• 
Sco•l ll y,_r.u.!eoturtra: Co ••••••••••••..••.••• 
••lll'tsfo rd Steel Co •••••••••••••••••••••• • • 

Cooeer 
.....,.rloaa ~'-" Cc ••••••••••••••••••••• • •••• • 
Anetoonda ftl't' 4 C•'bh Co •••••••••••••••••• •• 

~ 

'foUl 
April 5 

to 
April 11 

51) 
58 

176 u 

Internl't1on•l Ni ckel Co ••• •• , •• •• , •••• , ••• ,. 200 

!!!!! 
Alan •,tood Stoel Co • •• . •..••••••• ••• . .•. ••• •• 
A.lteyheny Lue!lua Steel Co • •••• , • . , . ,, ••••• • • 
Arceo Inttornttt1o na l Co ••••• ,, • •• , .,., • ••• , , . 
•ethlebe:s Steel Co • •• . . . ••••••• , •• ,, ••• • ,, • • 
B!'f 1ntrd Steel Cft ••... •••.••••.... . . .... . . . • 
Cold !.:tt&l Product• Co • •••••••••• • ••• ••• . ••• 
Collyer t:'l.lu!a. ted Wlr• Co •• • • , ••.•••.•••.••• 
Gt"t,.t LUea Steel Cot"p ••. •••••••••••••••.••• 
:::colenc! St.P~l Co •• ••••••• , ••••••• , , ••••••••• • 
J'ob.nll4n 5te~l .t 'tl'lr. Co • ••••••••••••••••••• • 
Jonu .t Laushlln Sttfl Corp ..... ........... . 
X:"J•~ont Steel A- WSl"t Co ........ ........... . 
:.t•«l•on •tre Co ...........•...• .•••....•... . 
t.'ol.ou~h St-eel co •• ••. •••• ••••••••••..•••• • •• 
Nat tonal 'f'o.1be Co .. .•.• ,, .• •••••.... . . •. . ..• . 
tt .. l.ngla.nd H1gh Oarhon _.lrf' Co ••.•...• . . .•• 
fi~r""'rt P.oll1n£ Ulh . .....••••.... ... ..•. • • 
Otle Steel Co • .•.... . .. . . ..• . •••••• .. .. .. . • . 
P.t:.:co . . .............. .. ....•. . . .. ..••• •• • 
Pltteburgb Steetl Co ••.• •.• • • • •••. . .... ••• • • 
P.epJbl l o St e f'l Corp • . . •.. o •••••••••• • ••• •••• 

Sfr.tea Steel Co •• .••• o ••• o •• • ••••••••••••••• 

~--"!"'n 5tf'•l Co ••••• o ••••••• o •••••••••• o •••• 

SI.I'Otrlo r S t•• l Co ••••••••••••••••••••••••••• 
t'bowt St"l Co • ••••••••••• ••• ••••••• ••••••• 
'f'hot~pt.O!'l StePl lr •1re Co.,,,,,., ••.... .....• 
Unl on Dr••'!'l 3t•f'l Co •••• o •• • ••••••••••••••• • 

U. 5. St•f'l !::roort Co • ••••••• o ••••••••••••• • 

O~l'l'•1"f!!ll CyC'lopt Co • •••••••••• • ••. o •••••••• 

VUlca n C~.Je.1 ble c~ •.•••••• o , •••••••••• •• •••• 

1'alllng·forod Steel Co • ••••••••••• • ••••..• • ••• 
••t!"ton Steel Co • •••••••• o • •••••••• o •• • • •••• 

A'heellng Steel Corp •• •.••• o •• •• •••• ••••• o •• • 

Y'l)uns n o •n Sheet at TUbe co •• o •• • • ••• o ••••••• 

111eoelb.neou 1 

Elt otrc Co ••.• , • . . . . . . . . ••••. , , ••• o.. . . . . . . 1 }0 
Vana4lue Corp • • •. • o o •••• , • • o o •••• o •• •••• • o.. 56 

'rOt.al., ,, ., o •••• •• ••• o,,,. •. o, •• • • • • • • • • • • • • 18,952 

CttlC'e .,r :he St-C'Ht:.rr ()! t!'.t T• u.-urr. 
Dl•leton or Ruearct. • nd auu•Ue.a. 

Sou!"c• : FroO"J.rt:rrent D1•Ulon, 'l'rt~'~t LI !"'1 Dt:;Jert e e nt. 

Sundar 
Aprll 12 

144 

123 

)7 

1)5 

1,07. 

1,576 

75 

58 

19 

,~ 
'jOO 
10) 

.1 
109 

52 

99 

25" 

)7 

6o 

269 

71 
1~ 
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197 STRICTLY COtiFIDENTIAL 

Bottom oargo t or Ruaeiana sent !rom mille t o Balti more • 
totel April 5 to April ll and daily April 12 end l}, 1942 

Name o! company and 
collllll0d1 t y 

Braee -
All!eri can Brae a Co • ••••••••••••••• , •••••••••• 
Chr Ae Brase a: Copper Co ••. •....... . •• . .... .• 

~ 
AlleghP~Y Ludlum Steel Co •.•............ .. . . 
Bethlehem Steel Co • . . •.....•......•. . ....... 
Bls.1r strip Steel Co ••..•...... . .. .. .. .....• 
Brainerd Steel Co . .. . . ........ . . .. .. .. . .... . 
Colon1ol St~el Co ............... . ... . .. ... . . 
Greet Lakes Steel Co •. .. ... . .•.. .. • ... • .... • 
Inland s teel Co •.••..•. .•.. ......•.... •• .. •• 
JohnRon Steel & Wire Co •.......... . .. .•. . ••• 
Jones & Laughlin Steel Corp •....•••...•••.•. 
Ot1a Steel Co . ...• .•.. •• .• .• .•• •. .. .... ..•.. 
P & K Co • •.•• • ... •. . •.• . ••. •••.•...•....•.. • 
Renublic Steel Co ..•..•....•..•...... . . . .... 
John A. Roebling & Sons ••••.••. •... ........ • 
seneca Steel Co • •••••••••••••••••.•••••• • •• • 
Sharon steel Co •....•..•.•..•..•....•.•..••. 
Tbomae Steel Co • • . •• . ..•.••• . ••.• . .• ••.. .. . • 
U. S. Steel Export Co •..•.•.•.. , . •• . . .... . . • 
lfeirton steel co. 0. 0 0 0. 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Youngstown Sheet & Tube eo .... . . ... . .. . ... . . 

: Total 
:April 5 
: to 
:April ll 

Uiacel l aneoua 

McKenna Metal a co. . • • . . . . . • . . . . . . . . . . . . . . . • • 353 

Total •.....•. ..... • . . ....•... ........ .... • .. 

Office ot the SecretarY ot t he Treasury, 
Division o! Research and Statistics. 

Source: Procurement D1v1aion, TreasurY Department. 

Tonnage 

SundaY 
April 12 

25} 

4}1 

J.londny 
April l} 

70 
23 

92 

71 

}}4 
106 
710 

-2,148 
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198 STRiCTLY CONFIDE~TIAL 

!!ottom cargo f or Russians sent from mUle to New York, 

total APril 5 to April ll and daily April 12 and 13, 19~2 

Name of ooopany and 
oommodity 

~ 
Phelps Dodge Co •••••..••. . •.••..•.. .. ...... 

~ 
Oliver Iron Co ••.•..•...•.... , . •... . ....• . . 

~ 
Armoo International Oo •. . ..........••• . . ••• 
Bet hlehem Steel Co . .... .•. •...... . .....•. . . 
Cold Metal Produota Co •••• • • , •••• • •• , •• ••• • 
Crucible Steel Co ...•.......•.. , .• •• ••.. •• • 
Great Lakes Steel Co •..... ...... .... .. ... . • 
Haleo111b steel Co • .. . .•• .. ••..•.••... .. . .. • • 
Heppena tahl Co ..••. .•. . ••.•.•.........•... . 
Indiana Steel & Wire co •.. •...• .• •.. .. ....• 
Inland Steel Co •. • •. .•• . • •..•• .••.•..••..•• 
Jones & Laugblin SteAl Corp •• .... .. . . .. . • .• 
Nat1onal Standard Co ••.•••••.•••..•..•.••.. 
Ot1a Steel Co •••••••••.. . • , . ••.• , ..••.. · · • • 
P&.l&Co •.. ••••.•••• . .•••••••..••••• •••••. • 
Pi ttabur gb Steel Co •• , •.•••• , ••.••.... . . .•• 
Repu bl1 o Steel Co • .•.•............... . • .... 
Shef field steel Co • ••••.•..• . .•.•...•.•..• • 
11 . s . Steel Export Co .......... ..... ...... . 
Washington Tin Plate Co ............ . ..... .. 
Weirton Steel Co .• ..••.. .. •.•.• .••.• . . • .. .. 
Wyckoff Drawn Steel Co •...•...•.••.• •. •. • · • 
Youngs town Sheet & Tube Co ••••..• . . ••. . . .•. 

Total . .....• . .•............... ... . . . • . · · · . · 

orr1ee or the secretary of t he TreasurY. 
Division of Research and Stat1a u oa. 

Total 
April 5 

to 
April 11 

22 

530 
123 

53 
2! 

1,6~1 
66 
59 

13~ 

a~ 
9111 

51 
l,tm 

39.1 
65 

3 ,1oa 

a5 
3~8 

2,939 

13, 679 

Source: Procurement Div1a1on, Treasury Department. 

Tont\age 

Sunday "! 
April 12 

230 

52 

52 

166 

500 

Yon day 
April l' 

3~~ 

~~~ 

137 
1,7113 

~6 

90 

597 

$11-
n il--3.356 

April 111-, 19~2 
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o.orse Hau 

Secretary Uorgeathau 

1.99 

AprU 1.4, 1942. 

Please •8114 'l'iolcton'• report Oil !few York ancl 

Baltimore o~er to Cli~ .. ck'a ot~oa the tirat thiDc 

1o the nornioc. I t hiok the 11&11 •a naae 1e Leh~ 

'IIIlo h 1o charge 'lihUe ... ok' a away. Attar they h11Ya 

it, I'c going t o s end tor the an4 t alk to th-. 
I wonder 1t you could gi~a na a ro\1811 chart, U 

the tiguroa are existing, ahowiJl& how c uoh 1netall2an~ 

credit ia out s tanding each month tor t h.e lu~ 12 

monthe . I wa.nt to see what , it cnyth1ns, J'aderal 

Ra BerYa hca done to cut thia down. Alao got the da'• 

on 'IIIlich they -d• this announo11111ent Ctacting 1natal­

ment orad1t . 1'4 ocll up Ool4anwe1aer, it I ware yov, 

an4 gat it trca b1.J!I to san U••·- /~ ~ • ...,.,........, 
j ,f;r/v-...--

Regraded Unclassified



TREASURY DEPARTMENT 200 

INTKIII Ol'l'lCK COioiNUNICATION 

OAT& 

TO Secretary entbau APR 141942 

SubJect: Cone 

In accordance with your request, there are attached 
hereto a table and a chart showing the changes in the amount 
of consumer credit outstanding by classes, at the end or 
each month from December 31, 1940, to date. 

The total estimated amount or consu:aer credit outstand­
ing on August Jl, 19~1 , was $9.S billions, an all- time b1gb. 
The Board or Qovernora or the Federal Reserve Syatem com­
menced the regulation or consumer credit on September 1. 
Since that time, t here baa been an increasing scarcity or 
thOse durable conaumer goods usually purchased on credit. 
This scarcity, according to Mr. Parry {who ie in charge or 
enforcement or consumer credit regulation tor the Board or 
Oovernors),bas been the maJor factor in the subsequent con­
traction or the outstanding amount or consumer credit; al­
though he believes that the regulation or consumer credit 
has also had an appreciable influence. 

In evaluating the decrease or only $200 millions in 
consumer credit between August Jl, 19~1 , and the end or the 
year, it should be noted that there would normally have been 
a substantial seasonal increase in consumer credit during 
the period. on the other band, the oontrac11on or $1.1 bil­
lions in total consumer credit einoe the first or the year 
has been partly seasonal. 

It ia interesting to note that •retail installment 
credit", which includes installment sales of automobiles 
and other durable oonswaer goods, bee contracted trom $~.0 
billions on August 31, 19~1. to 12·9 billions on Karch Jl, 
19~2. This represents about S5 percent of the total con­
traction in consumer oredi t wb1ch bas occurred during the 
period, although such credit represents well under one-half 
or the total amount or cona1.1111er oredi t outstanding. 

Attachments 

J 
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Est~mated ~ount or Consumer Cred~t Outstand1ng 
at the End or Each llonth 

(B1ll1ons or Dollars) 

Reta11 Cash Charge 
Installment Installment Account Serv1ce 

Credit Credit!/ Cred1t Credit gj 

~ 
December 3·3 1.8 2.4 .6 

1941 
. January 3·3 1.8 2. 2 .6 

February 3·3 1.8 2.1 . 6 
llaroh 3· 3 1.9 2.1 • 6 
Aprll 3·5 1. 9 2. 4 . 6 
lla:r 3·7 2. 0 2. .6 
June 3·8 2. 0 2. 4 .6 
Jul:f 4•9 2. 0 2. 4 . 6 
August .o 2.1 2.4 .6 
September 3·9 2.0 2. 5 .6 
October 3·8 2.0 2.5 .6 
November 3·1 2.0 2. 5 .6 
December 3· 6 2.0 2.7 . 6 

1942 
January 3-4 1. 9 2.5 .6 
J'ebruacy 3·1 1.9 2.5 . 6 
March 2.9 1.9 2.5 .6 

treasury Department, D1vieion ot Research and Statistics. 

Source: Board ot Governors ot the Federal Reserve System. 
~ Small loane, etc. 
_/ Doctors ' bills, etc. 

Co!Dileroial 
Bank Total. Accommodation 
Loans 

.6 8.7 

. 6 8. ~ .6 8 • 

.6 8. 5 

.-6 8.4 
·1 9· 
·7 9·5 
·1 9· 0 
-7 9. 8 
·7 9· I · 7 9· 
· 1 9·~ · 7 9· 

. 6 9.0 

. 6 8.7 

.6 8.5 

April 14, 1942 

~ 
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0 
0 , 

T 

.1LII 
'l'bh tolecrea au.ot be 
paraphruo4 before be1ac 
coawo1cate4 t o ILD;(ono 
otbor than a Go• •raaent!Ll 
ac•IICT. ( BR) 

219, J.pr1l 14, noon. 

D!Lto4 J.pr11 14, 1M2 

lleo' 4 31 43 ..... 

lleterrtac t o Depart110nt1 o tolocraa no. 100, 

llueb 14, ~pto ..ount !l'rouury chocka roce1n4 

! roa Co=oouwoaltb BILDk l&ot nlcbt Un1to4 Statoo 

00JU ibJI~l4.-43 

203 
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' Treasury Departmen~ 204 
Division or Monetary Reeearch 

.&prU 15 42 
oa~e ............................ l 9 

I think the Seornary ahoulcl 

glance at thie. 

H.D.W. 

WR. WHIT! 
Branch 20~8 - Roo. 21 4l 
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TREASURY DEPARTMENT 
'• 

INTI:III OF'J"'CI: CO ... M U NICATION 

OATC April 14, 1942 

TO llr. llh1te 

lir. f r ie .S.n 

Subject: Digut of 6a'ble fro• Adler da ted .lpr1l 12, 1942 . 

1. .ll a rnuU of a e tlng hald with Vice 
111n1etere of J'1nance , Board decided t o 
reco .. end lowering of esohange rate to 
5,:. IC. P. Chen faTored reduction to ~ 
'but •IIbera of 111n1ttey of J'inance 
9ppo .. d. 

2, Mle r ra111ed adrtea'bi l1ty of 121e ~ rde 
with Dr . ICung 'but ICung replied 121a t he 
f aYored 5,: rate, 

3· 8 t at1et1ca g1Yen i ndicating t he increaa­
ing graTity of 121e econc• ic oonditl one 
in free China. 

4, It ie 'belieYed in Chungking that 'bond 
ieeue 'backed 'bJ United Sta tee ourrenoJ 
will ha Ye einlar 41eappoint1ng hiet orJ 
'beoauee of l ack of United Btatee guarantee . 

Regraded Unclassified
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J'BCIII .bori C&D Ja'baaq, OIIRD&kiDC, ChS.D&. 

DA.!J: Jo.prU 12, 1942, 111dnipt. 

!.'0 . : 396. 

Tho follori~ meuoco 11 for N.r . J.. ll&nua1 :Fox cd 
the Secretary of the Tro&I\U'T froa Nt. J.4ler. 

Tl' 27. 

1. !hie 110rn1Dg the Board• 1 Chai,...,. and Secretary 
oav Y. C. Ioo and !111 of MI..Dlotry of filwlce , the ll!.nl.ator 
of :FI..Dance not attendiAC tha aeetiDC• The gra~ity of the 
econoaie and fi..D&Acal dtuation Y&o ellphaahad by Zal>o. 

206 

lie adllittad quit e fl"IUikly that it Y&l a uop<~rato position. 
Ill order to I..Dauro ealu of oa~iDC• he faela tbo.t re<lnetion 
of the exchaAgo rate to fi~a canto it t.perati~e. In order 
to a~oid need for eubeequent reduction or reductiono tho 
Ohail'UZl I..Ddicatad that perhapo it vould be better to go at 
once to a four cent rate if reduction at tho prooont ttoe 
io necoooary. Tai ineiatod that tho reduction in the 
oxeh&~~~• rate to f i ve con to vao enoU4h. He and !Coo plecl&od 
that the Board would not be aokod to lower tho rote later 
if oaloo of bonda and aaviDC certificate• =•~• alovly. The 
Wlderotanding at the end of the meotin« wao that vo vore 
to aond a formal letter to the !card oal>o4ying recommenda­
tion to lover rate to five cento. J.ll me=bera of the !card 
ocread to act favorably except lid. 

2. SI..Dce I k:nflt your feeli..D&o on the D&tter I brou&ht 
up the <.4Tieab111ty of a four cent rate Yith Dr. X:m& I..D tho 
afternoon. Dr. XnDg told ae that the Generalhaiac and 
&&n7 other people regar4 the exiatinc rate &I too :j.ovl Yare 
it not for tho fact that a four cent rate vould voakan con­
fidence I..D !&pi and that dealero and Mrch&nto vould 
i•ediatel.Jr r&ho their pricu I..D proportion to tho rate 
ch&lllo , Dr. I:Wifl vould be in faYor of & four cent rate 
bacauae it voulcl. cake hi a Go~ornaut' 1 U. s, dollara go 
further. HoveYer, he felt that a five cant rate vao 
autficilnt . I poi..Dted out the dh &dnntoceo of loveriDC 
the rate to fi'f'e cont. at thb pruant t1,.. and haviDC to 
lover it ap.I..D later. lie replied that ho thOIIl:ht thi e would 
be unnoceoaary. lie pointed out that it 1• intended to giYa 
dhcount on 11. s. dollar-baelr:ad bond flotation I..D form of a 
liz cent rata which, I..D order to put ' a preaiua on aarlg 
b11Ttn«, vould gradD&llT be lovarad to par. 

J. 1 called on c. 1:. Tui and T. C. ICoc alacet 
iaad1atol7 &ftervarda. ApiA tha aeriouaneu of tho 

eeonoaic 
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ocono::lic tituaUon w.e otreo .. d b)' Zabo , J.t the en4 ot 
December the circulation of t o.pi """ $15 ,000,000,000 en4 
at t he on4 ot February it h&4 rioen to 16,50Q,OOO, OOO , 
In the oece period the Yolu=. ot f&!)i in circulation pluo 

20? 

t he depooito of goYernnent bOAko inoreaoed from $23 ,000 ,000 ,000 
to J~>ot ~>nder 26 ,000 ,000 ,000 . 'l'he Y&l~>e of the fapi in circl>la­
tion plt>o government bank depoeito at the end of Fobruar)' 
wu onl)' one-fol>rth of that in Jl>l)' 1937 except tor t he 
, rice cbengea . {J.lthot>gh it ma)' oatel)' bo aooumod t hat 
t ben 001'0 then half t he fapi and sonrnment bank depooltl 
oot>ld be acco~>nted for in what it nov occupied Chinn , nov 
the pro~ortion is to be revereed . Since thon, on the other 
band , the economic activit)' in Free Chinn hao increQaed 
t1.(1:111flcantl)'. »von on t he au~Uon thet theee factora 
are cl!Jicelled ot>t by eech other , tbt drop in val~>e z:~entioned 
above 1o de.ncerouo ,) Jtoo contin~>td t hat t he ..tloloaale 1>rice 
i ndex in Chnng>-<ng ..tlich rote fro.. 2700 nt t ho on4 of -
Deco:>ber to 3 ,000 at t he e.n4 of J'ebn~trJ , in llarch suddenly 
oonred to 3, 700 . {!he index 1o that of the Inot1tt>te of 
Yartilla Econo.U.c Re•earch vlth the !)triod Januar)'-June 
1937 eql>alllng 100) . He alto 11\14 t hat the red~>eUon of 
tho rnte of exchllollge vol>ld otiuulat e t he tale of oavlng 
certificates which had been intiGQificant, A&nin l brol>ght 
~ tho point that a larger red~>eUon now vol>ld be better 
than to t~er wit h the rate ot oxohense again loter in 
order to force aeloa of t heee certiticntea. Xoo again 
o«TOed that the latter ehol>ld not be dono. Thia, ho•~vor , 

ho did in a. bnlf-henrted way, and in order to J~>atlfy hel.L­
hoortednoeo be even invoked p~>rchaoins power parity, 

Co~tent obaervero here think that too m~>eh confidence 
cannot be plocod in •pledge• that f~>rther red~>etiono in 
order to ttiloule.te aaloa ot governllent aac~>ritiea vill not 
ba reaorted to ahol>ld t here be any l>nfavorable deYelopmenta . 
! ben t he :Board vol>ld be in " vee!: poaiUon aince it vol>ld 
be a Yer)' conYenient alibi and •-scat if it vere relu.c­
tant to pemit the rate to be lowered nor)' U oo the llill.iotr)' 
of l inance inoiatod that the aalea c-isn of oecur1Ueo 
vel>ld bonotit b)' doing oo . 

1~. J.ltbol>gh tho Miniatey of J'inanco vill not ad.oit it, 
one !actor ca~>ain;: the fall~>re ot t he c-isn for the eale 
ot aaYingt eertiflcnteo io the tact that many poaoible 
inveatore nre inclined to think that vben the certificatoo 
fall d~>e tho (IOYernment mny not pay in Amoricnn c~>rrency Nld 
thooe potential inyootoro are diaappointod that t here ie no 
direct guernntee of t he certitienteo by t ho Troatl>r)' of tho 
United Statea. I t lDll¥ be t ilat the Finance Miniotey niaaod 
an opport~>nity won it d.id not brln& in a aemi-toreign 
like (I) in >dlich tho "OOtentia.l inveatoro vol>ld no doubt 
teal noro confident, it 1o be lined tl•t the bond lao~>~ backed 
1>1 United St nteo c~>rroncy vill haYe a Ttr)' almilar hletory. 

GAUSS 
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TO 

subJect: 

TREASURY DEPARTMENT 

INTER 01'1'1CIE COWWUNICATlON 

llr. White 

llr. Hotl1oh 

Br1t1eh tax 8Jatea- Inoreaaed Or1t1o1ea and Pred1ot1one 
ot Ohangee. 

Oablt adY1ce troa Oaead&J 1D41oatee 1ncrea .. d or1t1c1u ot the 
Br1Ueh tax &Jetea, bJ the pre .. , and bJ both Ooneenat1Yt and Labor ..... 
bera or Parl1aaent. there 1e al.eo oone1derable apeculat1on 1n regard to 

rorthooa1ng Budget, and pre41ot1ona ot tu ohangea, Oaead&J ' • report 
be aUM&l'lud a• tollowa: 

1. I t 1a wldalJ bel1end that the Chancellor ot the lxohequer w111 
aMounce the t ollow1Dg ohangea, 1n hie Budget etate .. nt about to be aa4ez 

( 

a. llo~lt1oat1one 1n the exoeee prot1ta tax, probablJ a reduc­
tion ln the rate. 

b. the eeparate aeeeeeaent ot aarr1ed woaen'e earned 1ncoaee, 

o, The aaaeeaaent ot workers' 1nooae taxea on the baa1a ot 
current earn1ngt 1netead ot the preaent deduotlona baaed on wagea 
ln the preY1oua aeeeeuent per1od. 

I t ahould be noted that both Labor1tea and Oonaenat1Yta t&Yor 
the latter two ohangea. 

2. 'l'htra ••••• to be oona1derablt op1n1on, 1n the preea, and , ... ,••-·~ 
t here, tuorl.ng the t ollonng &441 t1onal change a 1n the 1nooae tax on 
··~· ln order (1t 1e argued) to 111oreaee tn. iaoellUn tor an all-out 
•ar ettort: 

a, Ra1ae the a1n1-.!a weeklf _ wage 
ot the 1ncoae tax troa t 7•50 to f9, 70, 
tlonate 1noreaeee tor aarr1ed .. n . 

reaa1n1Di atter the deduot1on 
t or e1ng1e aen, w1 t h proper-

b, RaaoYe or J'tduce the tax on oYert1M. 

o. GiYt the workers oertiticatea or eoae other tangible 
e1'1denoe ot the proa1eed poet-war rebate on 1nooae taxes. 

~ 
4 

J, Bome oo .. entatora urge and prtd1ot i nortaeed axoiaea on luxurJ 
t 0 a, to make up tor possible reduction• in reYtnue which would r .. ult 
ro,. auggeeted changea 1n the exoeu protita and incoat taxea. 

(Cable •o. 1769, Londoll, April 11, 19~) 
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AS 

Sccrtt~~y of StatE , 

.~o.:shin~ton . 

17CS # ClC\"tnth. 

PLAIN 

London 

DatEd t.pril 11, 1912 

Rto •<l 11~45 Q , Li o 

:"':l. '. ;"": s:c::::.~~Y o:..t : !:. ':'n .. . s·.,.;ry ~i.: ChSAD!\Y. 

209 

~n'>::.ssy • s tclc.:;ra:~s nu;.l".>: 1~01 , !larch 21 and 

nntl>:.• l<l"C, r:arch 271 also ~ttbnaa1 ' s ttlECI'ams on 

c;;oco:J ~>l•ofits tax zCrwo.t•(.tC. in l~ovct1btr o.nd DtCElnbEr 

19'..1 . 

Crit:i.ci3m of v~riot~s co:-;ccta oi' t~1.t !)rtsEnt 

t~r.ation svsttm ~n~ su- ration and speculation ~ith 

l·r~:n·~ t o the ro;.•t::tco\!1.4~ ::>ud:;rt hnv: turt:trr in­

Cl':~:~:(. i n tJE past rc·.1 e.ars and ::evr eon• not o:l~Y 

i"•·oo t~: !>rtso ~ct !"row both Con:u: rvat.l.v : :::nd La:,or 

tl:")•l"S of Parli3LlEDt :-.~~~ ::':.'"'Oil r~e::ltly publ l 3:tEd 

.. ":po:•to or t!1E SEl rct Co:.u..l:.t;.;: c on i"::t !.onal ~:tpEn~i-

ttU"t . 

It no.y b: oi:;nitic:.::t ~l:.ot ;;.n spite or tht 

£.1l~:1 ::ttt1tl.~t.'t.=: th\IS ;:~-.· cv-dcnccG by t:1t C·ovErnr.IE•lt 1 

ezvc1•nl con.u:ntato~s mostly os:' t• :c :>l'"Cn .. r.:.'"£ not only 

nu..; t~tir,=: c:1:!n~:s 'J,ut :·n:•:(. t.tinC t.ll£m. 'i'his is 

especially 

Regraded Unclassified



- Z• ;; l 7G9 1 ::J. cv tnt h , fron LOo\don 

:a~>toiolly true nith rE3~>tot to t he i ncome tax on 

For ~xamplE t o<i.ay •s P I!: •. llCihL t:!r,iS _st:l tra: 

"..;c.·.nllbilt the u sual speculation pl•ocud s , V~itb the 

C:.:i.r. c:-:ncc thnt wn.1y prophet s art thi s t icc even 

It is not often t:"'- , t l\t Lal>o\.!1' rcn•ty holC::s 

1dtnt:ic::l vic•n:• :lith those of t ... -- 10~2 comcitt££ on 

6.ot:l ...... ~lsE t~1£ Chanc :;.1.l or ~,.; t::t !Acluqucr c on he.rdly 

it ~ s Iei~ly oaf• to ro~ccaat a dec ision in favour 

of the s:parc.tc o ssc aSl:Ent of ntln•icd l'lor.lt!\ ' s cl!rncd 

1ncomes an<l a ••ndiccl ·clt:l.n:;e in the met hod of asse s s -

:1cnt oi ~1.comr ts.::-: on \13.3ts . 

As f or a r <dt:c tl.on in s.P.T. i t noul d i>c uish -
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i"ul t:Un!:iu:; t o rz<.a~·d this as r.sore then a ;>OS3il>i ll.ty . " 

The su;:Df.Y !A•:::::;_. .:'o:- .~pril 5 stc tc o t!'.at thE 

CAt:; ==•:lt c ta : II].. :.ss e :;1 ;)Jt:lt or llorl.c r s I incomE 

~;1.:~1t :o;." \1 1VE3 \lho ~o out to \ IOr l: . 3 . l:odific atior.s 

or c;:cco:~ pro.Lita ta:t'' • 

Critic:..mis a11cl s~;.;cotiol'lD rt:;:.rdinG the E:tcc se 
I 

profits 
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-:l- ;il7G9, Elrvrnth, f rom London 

profits ta~ havt alr ta6y brrn covt~td in reports stnt . 
to thr Drpart;.>tnt , su::;:;t atione 11ith rtsptct to tht 

income ta~ includt thE follol'ling: 1. Thct the 

ninil'lll'l llttl:ly pay pac!:.rt rcm.:~inin& 11fttr C:tduction 

o: ~ncomc tax bt rais~d above t~t prtscnt ltv!l of 

o.lt po'-lnd stvEntnn shill~o and six pcnct (::"or 

snclc ocn) to tno po=ds dcht ehillincs and six 

;ltncc , ProportionatE incrca:~E s art csl:td ::or narritd 

uc:1 . 2 . T:1at i;1comr tCl:: on ovrrtin£ be rrmovtd or 

rf'."o;•t . 3 . That income ta:: be ao~csstd curl•tntly 

rat:.cr t:um half- :Jearly as e.t prtsrnt. 4 . That in­

co~!£ ta:: on norl.:in3 "iv~ a be o.ut seed etparo. ttly. 

5, That nor~rrs be =ivtn ccrtificctca or somE othtr 

t anciblt cvi~cnct of the pro~isrC: post- war rtbctE 

on ? rtstnt incomt t~ts . 

/.11 of thEst suc,:,tstions arc oG.vancc<l on tht 

c;ro~·ncl tl".at t!lt prE srnt s:rstrm is prtvrntL'"lC e.n all~ 

out 11ar effort . 

It r.Uly bt or intErEst thut oomE conu:1rntators 

urc r end prtdict L•crraoro in cxciats on l~;ur; coeds . 

In .,art this movt ~s urcrG as n m:ans of ocl:inc up 

fol' the possiblE rtcluctions of rcvcnut uhich 1101Ud 
• 

rtsult 
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-~- O:ll76l> 1 ~tvtnth, f:.'On London 

Thr clil':?il'\GS o.nd th£ :.- £ports of thE StHct 

Co ... tt~: on Hctioncl S;:ptnd.l.turc iltrc i n rtftr;.'td 

clso \:Ln<l!: to t:u: =-:l.s~rC: r::>c;rt o i the 'ir-oC:uction 

de·~. tc o;: ;:arch 2(, ( ·~,.)!C. :.).).7 C.OliLUIO 107~ , 190C 

:--::(. l!l:i7 t o 193!>) :.:oC:. •• a:-ch ~:; ( colc..~o 20:~ , 2107 

ccrt .. ~•ll~.' :~ro)catC. t o t:..:..acu~s thE \Jholc ::attEr nith 

I t is ca .. Uiltd or eo~:J:o : th:.t those suc;:.;;:stinG 

or ~>rt<=.;&.c tL!~ t~AL t:_o!'l clun~: a ert qw. tc iunorar..t 

o1 t!u c.etual :;rov~sions o:: the "orthconil.l(; bu~;:t , 

ln Vi£'1 or t.:~£ fort:oin[, ho·.lcVt r i t 8CL1S !J:'ObE.~lt 

!'Mtion ant\ a:o;:..tction ·:lill c ontinuE. 

The b\~dc•t s;>Etch 3Ch:cl\\ltd fo1• no:t r•tEI: and the 

, 

.. I'D 
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St crt t r.ry of S tc. t E , 

Voash1ngton . 

GRJ.Y 

Bombay 

Drt td J.pr1l 14,1942 

Rtc'd 10:49 n .m. 
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263, /.pr1l 14, 5 p . m. 

Dcpc.rt111£nt ' s 68 to Cr.1cuttr. . 

Tota l cmount of Uni tEd Stc tEa Trtrsury cb£cks 

cashEd by Nr.t iona1 City Bonk of NEw York r. t Bombay 

r nd dt1ivtrtd to this consulrtc is $812 . 58 . 

INFORM TREi.SURY. 

DONOVJ.N 

BB 
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Ir. :e~\7 r otor to 
Jl) 

~ locrotory of I t&t• preoeoto blo ooap118eato 

to tho ! ourab1o the Secr •t&P7 of the '!ro&lllr)' u£ 

ooe1o ooo cop1u ot tollcraa ""'• 1111, &at M April 1~. 

19113, f ro: the .Uoer lcan Co..tnlonor, lev llelh1, lnila, 

aoltllls tl:at ll&llooD be left lo cb.&rce of llo~:.bq offloe 

of t ho l a tloll&l Cltr J&Dk of l ew York. 

Jlnoloourll 

lroa Oommiaaloner. lew Delhi. 
DO. 181, AprU lli, 19113. 

tl>IOOJ" 
li-1~ 

214 

I 

I 
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This ttlt~nm must bt 
porrphr catd btfart b t­
i~G eommun1cot td t o 
r.n;ont ot h t r thc.n c 
Govtrnm~:ntc1 cgcne) . (BR) 

Stcrt t t~r;; of Stt~tc , 

\Vo~ill{•,ton . 

181 , /.pr1r 1 4 , 10 r . • n . 

215 
Ntw Delhi 

Dr.ttd /.prll 14 , 1942 

Rt e 1d 6 : 17 =. .m. 

Tht Govtrn6r of t.ht Re s e rvt Bonk of Indic 

throuGh t h t C"onsu1 c.t Bombc.y rnd t ht finr.net rutrubtr 

of tht OovtrnLitnt of Indir. t hrough mt hc ve rt quested 

Jhe 
t hr. lfnt1cnc.1 Cit; Bc.nk of l< tw York 1tr ve R:.nsom in 

cherat o r tht office nt Lombc:;. r nthtr t hen rtpl"c.cint; 

hie~ b; Br.b'b stctinc thct on r.ceount of thE extrtmt 

1nportllncc of mv.tttrs bE 1ng hrndltd be twEEn tht j:wo 

br.nks , t he prt s r nct of thE mort senior 1~r.n 1s hit;h1y 

dt a1r r.b 1E • 

JCliiiSOll 

NK 
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scct•etar ;- or State , 

ilash~ton. 

7 , .. prU lt:r, 'l: p . ::.t . 

ORi.Y 

Bclfo.o t 

Dat ed :.pr!l.l H . , 1 912 

Rcc•d ll:OB a .~~. 

' Dep~.rtnent l 3 11, : .pr1l B, n Jon. 

roLU>'.IlllO roR TR£:.SURY. 

216 

"~rc.rthern Bo.nk L1;ti ted, Bel f ast accept's pr ocedure 

) UtlimC. \lh1ch will be cone dfcctivc i:'IJ:ltdi a tcl y. 

Cl rrcapondmto cf the ll~rthcrn D::llllt Li td t ed 1n 

lftll YGrl: art Br .>nn Br.>thcrs, Ha rr1nan e nd C.>t1JX.1n;r, 

Fift;-- ninc Hall Str ££t . tt 

BUIIRIJ,'.N 

ED:. 
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.l.pr1l 14, 1942 

TO• ltr. t.iveooy 

rRO:ta D. W. Bell 

11111 you ploneo aend the tollow1nc e.ble to the AlDerican llclbuoy, 
J,nlau"a, 'rurlcey, nt reply to ito No, 168, !larch 16, 

Your l 6S ot March 16 on 1ncroaatnc diocount at Which United Stateo 
currency 1o oolling in !lear and 1114dlo O:..t , Under the prograa ot 
oconoaio vnrtare being pursued by t h h COYOI'IIIlOnt, enry effort 1a being 
oodo to aini.Ahe the econollic benotih accruing to the ene:o;r u t he 
result ot conqueot or oconollic penetration. 'lhio policy ...,. tollowd 
When the United States prol:l!>tly blocloo4 or 1!rose 1 all llorvegia.D end 
Danish .. oeto in the Uni t ed States upon their oc~tion by Gerc&DT in 
.~<>r1l, 19l;o, '!Ala preve.ntod the Axil fro• uo1nc ouch a .. eta in ito 
..,. econo::~T• Thereafter , ao other count rieo wue occupied by, or 
oubm1tted to , the .AXis, t hio country blocked the ntoeta ot the 
conquered are.. . On June 14, 1941, the Unit ed States blocked the 
aueto ot every country in continental l.'uropo except 'rurkey. German 
and Italian no oeta 110re blockod at t hil tioe ond nleo thoeo of 
Swit•erlond, Spain , Portugal and Sweden so that thoee neutralo mignt 
not be employed as clonkl tor the Axi e, While Rues ien noseta were 
oloo blocked nt the oago time , they were f roed when Germany attacked 
Rultia . Jnpano1e aaaet 1 \lOre blocked July 26 , 1941, and at t he aame 
tiDe Chineoe ao1et1 were blocked at the r e que ot ot China so that Jec~ 
•isbt aot uae occupied China tor clcakinc purpoooo and the Chinese 
0oTtl'llliOnt miibt pin maxiJ:D.l.Q advontl\&'01 fro• Ohinue aeaeta in the 
Unit ed Statea • 

.1.1 oarl;r no June 6, 191;o, a 1trict cont rol w1 Utpoaed on nll 
1ocurit1oa entering the United Statoa oo that tho .l.x11 could not 
liquidate looted 1ecurit1ee in our aarketo . .rro:a ti.Ae to t1!!e th11 
control baa been ticbtened by varioua additional aenoureo . 

Obviouoly 1t 1o not feaeible to outline tha COIII!'lete scope end 
~lication of t hio policy. ~o tore,o1ng i1 merely illuotrativo. 

~ho problem of m1nimio1ng the benet1ta to the Axil from tha lar4!" 
naount ot United States currency held in occ~pied countriea it ~ic~ 
lnr\y ditt1oult and important, livery time tbot the enenv acquirea 
eood1 or oeniM I from non-occ\ll)ied or neutral a roaa 'llitho~t having to 
deliTOr (IOodl or oerrtce1 , thare il a not incroue to the enenv econoey 
and war potentia]., Jlecogn1sing that tho 1110117 doll hnTO """'¥ '118)'0 of 
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c._lliAC nntralo to tunlioh coO<to and oorricoo on cro41t , otUl 
tlwro an lil>1tat1ono on thio tochniqu. 'bo70nd wich tho no.aralo ' 
ocon0111 DD:t collapoo - P~ ... nt1nc further oftocu ... a14 to tho onoiQ'. 

Ol>rlo..-4' tiMI anoJQ" can ill etfor4 to pq tho neutrals in cood.o 
1111d aol'Tiooo without in.1U17 to thio war effort. rrom their ooint of 
v1ov it ia preferable to effect pafmont in , for inatance, united Statoo 
currency - vhl.oh can bo taken troa tho occu,piod anaa. 'r'no neutral 
vill accept United State• currency ao long ao ouch currency can b& 
nrot1tab4' o"l)loyed in tho purchaoo of coodo and ool'Ticoo in other 
Pt.rta of t ho vorld. .U you indicate in your 168, t horo are 
oubot antiol amounta of United Stoteo ourronOT 'vorkinc ito war do~ 
froa central and eaotera liluropo th:rouch tho Balkana to the Near and 
!Iiddle Eaot '. !he aame b true with :roopoot to Switzerland, Spain and 
Port\lllal . 

I t b in our inhreat to aoo that t!nitod Statoa currency io a 
4ru6 on tho carket in thooo neutral countriao. !be aore ve can r..t.uco 
ih oxcnance valua tho leoo tho lniQ)' can obtain in tho ....., ot coed• and 
oonicu thrO\I(lb thia aoon.o ot peyaont. Accor41nc4', thio gonraaont 
1o oncoura&in& thb reduction in valua . !huo, for •"""l'le , on 
l~h 13, 1942, tho United ~tatoo !roaoU17 impooed import ~atrictiono 
on all currency brougilt into tho t!nited St ntaa fro1:1 tJ>Y port of Euro~ 
o:rcopt !urkey. Undor thie rogulc.t1on OJ>¥ ouch currency will b& 
1<1!>oundod. further measuroo ot thio trPO are boil\8 studied. 

Your rete~nco to the decline in tho !)roatige of tho united Stateo 
ariains out of tho atea41ly ino~aeing dhoount nt wllich United State• 
currency ia aolling , ia of couroo nn important conoideration. Tl~ 

onolliJ no doubt OXl>lOito tho naturAl tears and pr,a,judicea of tho .. 
people to encourage the acceptance of tho value of united Statea 
currency e.o a baroaetor ot t ho vnr . l or thooo roaoono it 1a iaportant 
that 1t 'bocou known that t ho depreciation in United States cur~nc;r 
in t hio area 1o a definite policy of thio cov•rnmont end t hat tho 
roaoono undor4'1nc tho polic;r be diooo.r:>inated th:ro\l&h appropriate 
channelo. 1n this connection, co..:pa:ro tho llritieh policy ot voidinc 
all Sterlinc our~DCY iA countrioo outside tho Sterlinc .&rea. 
Particular attention ehould b& called to tho tact that the cable 
tranater rate of t!nitod Statoo dollaro ropreaonto a much ouperior 
indox to the prootigo of t ho United Statoo dollar iA neutral countrioo . 

We ohould appreci ate receiving your viovo ao to tho effectivoneoo 
of an educational progre.m ot thio character and ouggeotiono ne to how 
to tlelko it moot effective 1.r:1 the !Tear end ll.iddle Eaet . 

You rotor to the fact the.t eubote.ntial nmounta of United Stntea 
currency are 'boin& bro\l&ht to tiMI llel\r and 14iddle Eaat by t he United 
Stntea Government and re~reaentatiYOI ot all aerv1cea vho are arr1Tins 
in OTor-inoreaoi.ng numb&-;,o, and that t he diocount on ouch currency 
vorlce o. hardeh1p 1.n auch ~·••. 
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Cerl•IJ> ahpa baft 'bHn taloan IJ> &OM ar-aa, and • blanloat 
-.roco411N 11 bal.l>& deftloped nov tor tba Starli.J>& Area, 1.1> or4ar to 
~.cuH " ro-.orabla rate t or tlilit-.1. St•too Curr&IIC7 proparl7 IJ> tba 
-.ouuo1on or author h-.!. g<>ftniiiOnt ort1c1alo. !hie prog:r..,. contee­
platoo the eatablishing or a dollu oredit to tho nccount or 'bal1b 1.1> 
er.ch nrea ~IJ>ot t eleg:ra:phlc ad-rica t hc>t tha currency hat baa 
11111tnatod and deliftred to deo1cnnted American conoular o!t1cera. 
Authority to uoe ouch !ao1litiea vould be l114itad to orticera end 
l>e,Ytll\t t era ohc>rged with the duty or proY8ntl.nc tho uoe of thit 
procedure vhero the United Stateo currency wna acquired locnlly by 
AmOricen officer• or employeeo . 

In the caaa of Turkey, hovaTer, it io not clear at this time 
;hilt o. procedure of th1a type 11 neceuary or deoirabla . Alllerican 
o!!iclclo in Turkey ohould be eACouraged to cable their reapectiTa 
cla~nrt:>enta their local currenc7 requ1reJ>Onto. Arr.nge::JGnh can then ba 
.,.,do to abence dollar credit& thro\181> the llav York correopondent of 
their loccl b~~ connection. 

!J'l.llll&h 
4/S/42 

cop11kaa&4/14/42 
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I~ COMMUNICATION 

CONFIDENTIAL 
toci otoro4 otorllDC tranoactlo~• ot tho ropor\lDC ~aoko wore .. tollowea 

Sold. \o c ... orolal. o~oono .£71,000 
P\U'Cb&lld. tra •-•rolal. ooaoono .£}},000 

Oplll uz'klt ohrliDC bold. at ~.0}-}/~. wl\b 110 reported. tr&lllacUou. 

tbo CUko pooo wao ottarld. at a pr•1,.. ot 5/}2'{. &O oo.parld. wl\b }/}2(., 
lbo ralo l hal hao prnallld. oo tar \blo •~tb. 

Io Vow York , cloolDC quot-*loaa tor tho torolca curreocloo llotld. ~&low 
vert aa tollowe a 

C~u d.ollar 
A.Z'CIIltlu puo (troo) 
Jrasillao allrelo (troo) 
Oolablao puo 
J(e.ldou puo 
11-ao p .. o (tree ) 
Tlllosuelao ~ollYar 

Tblrl wore DO traooaoU~o ot Cold. oo..-to4 117 ua to4.q, 

fU Jld.eral lloo.rn :aao1t ot •ow tori< reported. that tho Jaok ot Ml.ldoo 
lblppld. $147,000 lo cold. t .... J(l.llioo lo tho :rld.lral tor l\1 ....... ~ tor aall 
lo tho • .., York .uoq ottioe . 

lo aw Cold. oapceauh ware ropor\14, 

Io LoD4~, opol aD4 torwvd. oUnr r.alold. at 2}·1/24, equlYalet to 
~2.671. 

!lao fr•&IV7' 1 pvob&Oo price tor toroica ollnr woo UDcbaAcld. at }51• 
Hood¥ &D4 Haraao• • oe\U•aal price tor torotca ollnr ••• allo UDobaDCid. at 
35-l/81. 
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!he rtpor• ot .&prll S rooo1TI04 fr• •h• J I04er&l l ooo"o JaD1t of 1.., ton:, 
,1.~ torolp o.xolwl&o poelU oao ot 'beako u4 'beakore 111 1h 4b,r1o,, ren&ll04 
~he\ \he total poelUon of all cowo•r1oo ...., ohon .U oqulTalon• of $2 ,}42,000, 
1 dooruoo of $212,000 111 'he ohor• poelUoa el110o .&prll 1. • •• ohanpo vero u 
follow II 

Shor• Pool U oa Shor' Pool UOA Clwl&e ln 
coun\rz All!rll 1 6J!rll S §hor• l••1 ,1on • 

Jocld • &18, 000 ( LOIIC) • ~,000 (LOIIC) - $ 287,000 
li).l.topo 2,4U, OOO 2, a·ooo + 74,000 
c.....u 1,&52,000 (LOIIC) 1,b7 ,000 (LOQC) 22 ,000 
LaUD .&Dorloa 70,000 (LOIIC) 25.000 ( l.OQC) + l!5.ooo 
lopaD 1b0,000 lbO , OOO 
O\hor .ulo. 2,29&,000 2,2U,OOO 8,000 
.Ul othoro 27 ,000 13.000 14,000 

!0\&1 $2.554.000 $2,}42,000 - • 212,000 

• Pluo dp ( +) 111d1co.h o lnoro.o. .. ln ohort pool\1011, or 4eoroo.oo ln lOQC poo1UIIII. 
Ml••• olen (-) 1o4ioo.t oo 4ooroo.oo in ohor t pooi,1oll, or 1ocr eo.oo in l Oll& poo1ti011. 

CONFIDENtiAL 
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UNITm STATD GoYINcMINT 

COORDINATOR OF INFORMATION SECRET 

April 14, 1942 

The Honorable 
The Secretary of the Treasury 
~ashington, D. C. 

Dear Henry: 

The attached is the report of the Brit ish 

Home Intelligence for t he week ending April 6, 1942 

Sincerely, 

~rut 
William J. Donovan 
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Slight rise in , abl ic spir itD which waa ~entioned in 

the last report appears to be Q&intained. So does the mood 

of expectancy which still is ill-defined. 'Ihere is •an air 

of su&J~nse, of waiting for something to happen• . Lack of 

new disasters and indications of ~ritish vigor and initiative 

contribute. However, the public •Nill need many more signs 

t hat Britain ' i s passing f r om an attitude of defense to t he 
I 

much Jesi red aggressive spirit before it can be described 

again as ' on itc toes••. 

Tho general trent! of public thought ia toi'ard attack 

rather than defense. The St. Nunire attack, the recent 

heavy raids on france and Germany and the successful passage 

of the ~urmansk convoy have had the effect of a t ' ni c but 

the public still reacts to ~1em as spectators rather than as 

purticipants. According t o one RIO: •Private considerations 

ao~ tho l ure of personal ga ins st ill weigh more with many 

persons t han does t he cause• . Lack of interes t in the war 

and reluctance t o talk about it are centioned by 7 RIO ' s . 

"The public appears to be concentrating on •hat they can do 

for t~e:Delves•. They are vreoccuvied ~ ith do~stic or 

no~e affairs such as civil defense or "dieging for victory• . 

The general tone of most reports sugges ted t.hnt t..et-e still 

exists a •sense of frustration which, though no longer at 

boiling point , exists as a background for discont ent•. 

On India , t here is very t,rcut a~:niretion for Cri pps, 

this being •cnore of a compliment t o his versonality t han 

opticnisc concerni~g t~e result of his cnission•. There are 

fears that India will go the •ay of Burma. In soce ·,uarters 

the eoverncent is cr iticized for •putting t he plan forward 

too late• . •we should have won India by an offer of no~inion 

Stutua iamediatel,y following the Atlnnt ic charter• . 
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United States. About the USA there is 1i ttle coJ:lllent 

but catisfaction is reported that ' they are doing so;nething 

at last• . Postal censorship conf i rms some bel ief in USA sup­

port •as soon as they get into their s tride• . Complaints 

co=e from the same source on the behavior of U. S. troops 

now in England. It is alleged that t hey •all talk', and 

recent..-::ent ia expressed at their tone : "It is about time 

~~ caze over to win the war for you• . I t is felt that they . 
are ' throwing their weight around'. 

Russia. Sympathy and -admiration c"ntinue as before for 

Pusaia , but anxiety is reported again by 5 HIO ' s at the ap­

parent slowing donw of the progress and ~ros¥ects of the 

Red Artily. 

tiers presentation and broa.lcasting. There exists •an­

noyance• at expressions such as •strategic withdrawal" and 

•straightening of lives• in Bur=a. Listeners rese~rcb re­

;oort ::o. 78 discloses that in the las t few weeks the level 

of listening to news bulletins has decreased by 20 per cent. 

Post-war conditions. This week ) :.:inist ry of Inj"orma1,io:r!lll 

&}eakers and 4 ~IO ' s refer to interest of t .1e public 

war conditions. People "demand to be infor'l!Ed ·~hat sort of 

post-war society our rulers contemplate as a result of 

victory• . Two of t.1e RIO ' s reiu to the belief that • pro­

duction would be improveJ if something could be done to 

convince workers that post-war conditions ·•ould be better 

than those which they now enjoy•. "A del'ini te ctete~ent 

by the government, - prefernbly the Prime Uini&ter -, on 

conditions in this country after the wat• would do a great 

deal to improve t.1e war effort•. 

food. There is little complaini.ng about it but growing 

demand for •equality in distribution• IU1d strong feoling 
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that "luxury foods should not be at the disposal of only 

the Ylealthy". The abolition of white bread was taken with 

very l ittle complaint. 

Black markets !Uld anti-semitism. From Midland and 

London areas and from police duty room re~orts references 

to an increase in anti-semitism, said to be due principally 

to •the f rec;uent occurrences of Jewish names in news reports 

of black market cases•. Other reasons cited for the increase 

or prevalence of anti- semitism are t he •many current stories 

of Jewish evasion of duties and regulations, and t he •ap­

parent unwillingness ~o t ake action, on the part of Jewish 

leaders". 
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COORDINATOR OF INFORMATION 
WASHINGTON, 0. C. 

The Honorable 
The Secretary of the Treasury 
Washington, D. C. 

Dear Henry: 

April 14, 1942 

-~ECRET 

The attached is froa t he German 

Directive of the British Political 

Warfare Execut ive, and is dated April 

10, 1942. 

Sincerely, 

Willi11111 J . ~ 
Attachment 
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Appreciation of C!l'!!!! ho• aitya!cioo 

a. a.rwan att.ntioo 1a atUl at.oet excluaiYel7 

lco:nce,ntJrated on the Ruaaian front &Dd concerna at hoM, 

though IW' offeDJiive raptdl7 ie becoaing a aource of 

There ie a feeling of anxietJ over con­

between civilians &Dd soldiers. Tbe soldiers froa 

front are easily disillusioned by the conditione 

they find while on leave. llany civilians are shocked by 

attit.ude. The bOM front 1a r .. inded daily that 

.uat live up to the soldiers. 'l'bie situation 1a 

explanation of •IIY tbe Deutsohl&Ddaander ie lliOre truth­

about Russia in ita home broadcast& than those to 

b. Tha aecoad line for the hoae front is a build­

up of confidence in tbe Spr ing offensive. This will 

launched along the whole front froa lluraansk to 

with new atratel!JI, new troops &Dd new weapona. 

c. Tbe third •in theM ie successes of the U- boata. 

d. There ie evidence of a strong akepticiaa of 

pu..tsgea victories in the East, despite tbe buoyant tone of 

IGe1-.an propaganda. The OerMnS are only interested in a 

1942 victory over Russia. 

e. O.iasions in boce news: Representation of 

Jap•an11ee at the Vatican; no reference whatsoever to 

l5.!•ucJ[el aince hie appointMnt; La•al negotiations; full 

on recalling that aol88 of the territory occupied by 

was at one ti.ae Oenoan-Ne• Guinea, Bismark Arcbi­

etc. 

a. l!l!!.!&· Do not bore liatanera by giving too 

l ength or proainence to tbie, for OarJDaDJI , ainor 

topic. 
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b. Ruaala. Oae to tile tuu .. t aU CeZW~A aelt­

couit.Mnta to Spring COUDtar-ottenai'fl aloQs the whole 

front; uae &Bain the 38 diviaiona achedulecl t or re-

and rest kept. thia winter at the front; rni Ye 

Gerii8D adaissions of last Hovellber of the uoderestiaats 

Russia and its strength. Stress the industrial s t rength 

Call attention to the pre­

ldicaoent of the three Italian diviaions, Celere, Vaauvio 

Torino, on the Russian front and to tile fourth division 

ia now enrouts to the front. 

c . llediterranean. llaintain the dheraion theae. 

llalta is concentratillg on iteelt full force of fleet of 

boabera eutf'icient to blitz London. If Ro-1 1110ves, 

the attack should be pl83ed up as an att empt to break 

I thtrotll!h the Suez. 

d. far East. Straight news, no ailitary surveys. 

e. l!orthem Route. Can &Bain be run hard. Also 

inactivity of the Scheer, Tirpitz and Hipper. For 

weeks tile Scharnborat and Gneisenau have been under 

repair. After a.ix weeks out of action the Prince Eugen 

i s atUl in Trondheia. The lluru.nak front 1a becoaillg 

a heavy GerMn couit..ent. f ailed on accouot of Gerllall 

inability to keep up sea co•••urlications for Dietl' s troops. 

Heavy shipping losses by Germany due to action by Russian 

British aW.Srines and airoraft. 

t. Do not place too auch eephaaia on Aaerican 

claiae of U-boata s unk in the Atlantic or Japanese ab.ipe 

sunk in the Pacific. 

I• !!!:• Gin care to quick boae releasee of the 

effacti•aneaa of raids, which abould ne•ar be uaed for 
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without a further check. Continue to c~nt 

Gatha, Magdeburg, Sluttgart and Wuerzburg are the 

flying distance as Lubeck. Stress the deliberate 

of pu.ellir.6 one area· till flak is 110ved in 

then striking elsewhere, when reporting reids on 

Production strength of British aircraft is shown 

the faot that 9(J1, of ho118-based aircraft is ·British 

110re than 80'J of all aircraft in RAF, including 

and 100% of night bombers are British lll!.de. 

a. As in 1917, Germans are feeling the stress. 

giving explanation for ration outs, never attri­

thell to tbe blockade but alWliJs to: 

1. The call up of German peasants due to short­

of .anpower. 

2. The passive resistance of occupied terri­

•urun• which should export. 

). The call up of German Balkan allies suoh as 

b. Britain' s part 1n a single Anglo-Russian 
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Warfare propaganda survey. 

Sincerely, 

William J . Dollik 
Attachllent 

230 

Regraded Unclassified



231 

Additional evidence of Axis Production difficulties 

are: 

(a) Funk' s acknowledgement of using costs in state­

Qents to shareholders Reichsbank meeting that while production 

' rose in 1941, incomes increased even more. 

(b) 50% decrease in Italian war production due: 

1. Reduct ion in expenditure from 7,000,000, 000 

Lire per month to 5, 000, 000, 000. 

2. Inefficient wage and price stops. 

J. Most effici ent labor moved to Germany. 

More drastic black market regulations in France per­

mitting 10 years imprisonment, 10, 000,000 francs . 

Greece's financial load is eased, occlij)ation costs 

removed due to the fact that Greece is milked dry. 

Labor drive extended to Belgium, Holland principally 

aimed at unemployed. In .llelgium, wages deliberately are 

kept low in comparison with wages paid t o Belgian workers in 

Germany. VERWILGHEN, Secret ary General, Ministry of Labor, 

resigned aa a protest agaiust <.ierman labor measure. 

For the first time on the continent, fruit and vegetables 

are to be rationed by Belgium. 
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TO 

TREASURY DEPARTMENT 

INTER O~CC COII4114UNICATION 

Seoretar1 Korgentbau 

llr. KllliiArolt 

DATaApr1l l q., 19112 

Subject: summary ot I nt elli gence Reports 

J!uaeo-Japenese Relat1ons 
, 

According to a pri vate r eport trom Switzerland, 
forwarded by the Bri tish Pol i t i cal Wartsre Executive, 
the Jap~neee Ambassador in Berlin, General Oebima, i s 
m8king t he rounds ot the Balkans. Oshima is attempting 
to persuade the Balkan countries to participate more 
actively in the war against Rueda. In order to con­
v1noe them or the comi n2 vict or1, he ia etatin2 that 
JeoAn will attack Russia at the moment the German 
orfeneive is l aunched. 

(Brit ish Pol i t i cal Wartere Execut i ve Directive, 
April 13, 19112 l 

The Italians have r ecently diaoontinued their 
propngAnda agains t Russia , pr obably because or unrevor­
nble reaction among the i ndustrial workere, and because 
or dirricult i es in the way ot eending more troops to 
Rusala . 

The grain situati on has grown woree. 

Itdian propaganda now lays emphaels on a •bright 
future • in place or the recent campai gn or intimidat i on 
and peeeimiem. 

(Br i tish Political Warfar e Execut i ve Direct i ve, 
April lJ, 19q.2) 
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uee or !!!erican Planu 

During the da7 or April 12, nine Botton boabera (Douglaa 
A- 20) eeoorted by 21 aquadrona or tightare, (or 252 planee) 
eucoenf'ully attacked the railway center at Raubrouck, France. 
German fighter• were encountered in etrength. In the ti~ht1ng, 
rour German fighters were certainly daetroyad, tour mora were 
prob~bly deatroyad, and ten damaged. Fifteen 8p1tf1rea were 
lost and one Boston. 

(Thie 1a the f1rat mention or the uae or Boatona by the 
Srltleh se daylight bombers, the uea for whioh they are 
deeigned. Last year, the Br1t1ah uaed the Boatona ae •Havoc• 
n1ght fighter• over England, or aa •Intrudere 1 , i.e., uaed to 
51 t over German airdrome a at n1ght and ahoctt down the German 
boabere •• theY came home.) 

On April 10 , Japanese fighters maohine-gunned Lo1wing 
a1rdro=e 1n Burma. Five AVG foaahawka were damaged on the 
ground. Hurr1oanea and AVG Tomah&wke ehot down eeven Japaneae 
rlghtera. Two Hurricanes were lost. 

(U.l. Operations Report, Aori l 13 , 1942) 

Br1 t!oh Plllnea in R. A. F . 

Wore than go percent or all the airoraft 1n the Royal Air 
roree, including the overeeaa oont1ngente, are British made. 
Nlnety percent or the planea baaed on England and 100 percent 
or the night bombers ware bull t in the United ll:ingdom. 

(U.K. Politioal Warfare Executive Direotive, 
Aprll 10, 1942 ) 

Geraan Home 81tuat1on 

The governaent ia ahowing a reeling or anxiety over 
contact• between civilians and aoldiara. The aoldiera rroa 
the front are aaaily diailluaioned by the conditione they 
flnd while on leave. Many civ111ane are ahooked by their 
att ltude. Becau1 e or th1e aituation, the German stations are 
more truthful about . Ruea1a in their home broadcaata than in 
thoae to other countr1ea. 

(U.K. Political Warfare Executive Directive, 
Aprll 10, 1942) 
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Rua81a 

Colonel Donovan'• orrice reporte that •according to 
what purport• to be an orricial t abulat i on , 650,000 people 
starved to death during the two w1nter months 1n Leningrad 
alone. • Rat1one 1n Koecow are aleo euppoeed to be low. "The 
result seem8 to heve been a el1ght elump in the morale or 
the Oap1tal. 1 (Thi e report eurpaeeee the olaime or the Nazi 
prooagand1ste.) . 

(C.O. I ., "The War This Week,• April 2- 9 , 1942) 
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WUTATION OF PROFITS 

Present : 
.llr. N el son 
14r. Pat terson 
l4r. Sulli VIII 
l4r. Forres tal 
JAr . liel vering 
Admiral Land 
ILr. Paul 
ltr. Foley 
Mr. Blough 
JAr . Mar bury 
l4r. Anderson 

April 15, 1942 
9:05 a.m. 

H.M, JR: It is nine o ' clock. Let's go. 

235 

MR. PATTERSON: We are apprehensive that a pre­
audit at this time, even if concluded in time to be 
of value, might have a boomerang effect. It might, 
particularly, if we took the twelve so-called ripest 
cases we have, ~ere we thought that prices were the 
highest, in comparison with the probable cost of 
producing the stuff - might have an effect of ac­
celerating the movement in commerce !or profit limitation 
rather than dampening it. It is a gamble at best, and 
we think that a gamble might turn out against us. We 
would like very much to have the Secretary of the 
Treasury confer with Senator George and Congressman 
Doughton, and also with Senator McKellar and Barkley, 
and Cannon, present what llr. Paul has already told 
the Vinson Committee; that the best measure of control­
ling profits , we believe, that at least the last stand 
in controlling profits, is by the excess profi ts tax 
l aw; that we have doubts as to the wiadom of engaging 
in any pre-audit. I think if we did we would be 
committed certainly to tell t hem the outcome, the effect 
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of it, possibly to publicize the outcome, and we would 
rather try to get our house in order on these top cases, 
we will say, the top layer, as we are doing, on a re­
adjusted and renegotiated basis , with the concerns 
themselves , which i s going forward in a fairly good 
way. Browning Incorporated has got a board assembled 
there. 

YR. NELSON: Yes, we worked· with him on that board. 

MR. PATTERSON: Browning is giving practically his 
entire time to it!. 

H.M. JR: Well, Bob, so there will be no misunder­
standing, we asked Nelson for a l ist of names which he 
gave us. 

(Mr. Anderson, Admiral Land, and Mr. Helvering 
entered the conference . ) 

H.M. JR: For my own satisfaction, whether I do 
anything on this or not, we are going ahead with these 
aua!ts, forty odd companies that you gave us, you see, 
and the instruction to my boys is, "Have the answer 
Tuesday," but I wouldn't be willing to go up on the 
Rill and say anything to these people unless I could say 
to them, "Well, I am going to give you a visual demon­
stration as to what this bil l will do." Now, I am not 
going to put my neck out with the President or with the 
Bill any further than it is now, on this tax thing, unless 
I can say, "Gentlemen, we will come up there and show you 
what this ~roposal on excess profits will do to these 
companies. But if that is going to scare you, then I 
would rather not do anything. Again, to be perfectly 
frank, I don ' t want you to say I pulled a fast one on 
you . I may do it anyway in connection wi th our bill in 
orcer to try to prove to them that this is a good tax 
bill . You see , I mean, I may do it anywa~, may have to 
do it. Paul may have to do it. So I don t want you to 
aay, "Well, ltlorgenthau used this and then went ahead on 
his own. " I want you to know just where we stand. I 
don't know any bet ter evidence, if it is good evidence, 
than if when we get through we are not going to get 
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the excess profita then Paul has got to get busy and 
tighten it up. 

KR. PATTERSON: Of course, the cases selected, I 
take it, will not be tfPical cases? 

H.M. JR: You have got to ask Mr. Nelson. 

237 

• 

MR. PATTERSON: They would be top cases, I should 
think. 

MR. NELSON: We went down through, tried to pick 
a fairly typical - we put the aircraft people in there . 
They will be typical of one branch. We have got such 
people as the Standard Oil Company and others. They 
are Just representatives of parts of business, a lot 
of business, small and large. we tried to pick a very 
representative group. I thought, Bob, and I think it 
would make a great impression, have just the opposite 
effect , if when these come in on pre-audit, you immediately 
~ot them in and out them down. That is what was done in 

41. lou have cut them down for '42, and it is a visual 
demonstration of the combination of the two methods, 
which I think is right, the administrative method by 
cutting i t down where you know about it, and then the 
tax method to mop up what you don't get. I think that 
is the logical way. 

KR. PATTERSON: ~es, but of course these figures 
will show the situation without any renegot i ation effort. 

~ NELSON: As of '41 , Bob . These fellows were 
just getting st arted in '41 . 

MR. PATTERSON! It will show some large profits, 
no doubt of that. It will show some large. profits , 
but it will not ahow any effect of a renegotiation 
effort, and in that way, and I think probably the cases 
will be top cases. I haven't seen the company's list 
of correspondence . I don't know what it is, but my 
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idea would be that it would not be a sampling all the 
way down and up the line . I don ' t believe ao. 

H.M. JR: Have you got the liat? 

238 

MR. SULLIVAN : I eent it over. The file I got 
from Mr. Nelson, wi thout waiting to have it copied, 
"immediately sent to.Mr. Mooney, who i mmediately 
got on the p·hone and mstruotions were given t o every 
agent in charge west of the Klaaiaaippi , before the close 
of business yesterday. There is a copy on the way over 
here now, end I will ask ~ office to send it in. 

IIR. PATTERroN: How can you possibly complete an 
audit by Tuesday? 

MR. PAUL: Couldn't have it all . 

MR. SULLIVAN: You can't have an audit on the '41 
profits . They will have to take the word that is given 
them by t he corporation audi tors. 

IIR. BLOUGH: This is definitely not a pre-audit 
because it is all what has happened in the past, 1941. 

H.M. JR: We have to take the word of the president 
of the company. 

IIR. PATTERSON: It would take ua months to do that. 

H.M.JR: It is the word of the president of the 
co,any, or the treasurer of the company, or the comptroiler 
ot he company. 

MR. BLOUGH: This is really just getting advance 
information on 1941, It is not an audit. 

MR. NELSON: You will have that in a month or two 
anyway, won't you 'l 

MR. BLOUGH:· Except tor aa!ary information and so on. 
" H.lt. JR: The salary inf'Orm& tion. 
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Bob, I am not going t o do a thing unless you 
fellows definitely ask ua to. I am not going to go 
up on the Hill because I have got nothing to sell them. 

MR. PATTERSON: Got .. the same thing to sell them 
that we had two weeks ago. You have got the aame sales 
talk that Paul had before the Vinson Committee which 
waa good. 

H.M. JR: But until I see what this bill does to 
the company, what the profite and the salaries are, 
I won't stick my neck out. · 

I said to the Army, "Should we wait for the Navy?" 
They said, "Hel l no, let's keep going. " 

(Mr. Forrestal entered the conference.) 

UR. PAUL: I ran into Senator O'Uahoney last night 
and he asked me if I was working on this, and he said 
that something had to be done by Thursday. What did 
he mean by tluit? 

MR. PATTERSON : Conference committee meets . 

H.M.JR: Bob, tell Forrestal what you said, and 
aee if he agree~ with you. 

MR. PATTERSON: 1 said that I questioned whether a 
so-called pre-audit which can be nothing more than a 
receiving of the company' s own statement by Tuesday, 
because a real pre-audit would take months -I doubted 
the benefi~ for the reason that a abort Hat of companies 
1a likely to be not ' a fair sampling of all contracts, and 
would probably reveal profits that might be deemed by 
a great many people excessive, and that the discussion 
of those cases wi th the conference committee or any other 
group in Congress would be more likely to lead to demanda 
for profi t limitation statutes than to soothe them. 

MR. FORRRSTAL: You mean, even after the application 
of the taxes? 

MR. PATTERSON: Yea. Moreover, it would show a 
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situation Where the effo r t a of the Armf and N•TT• on 
renegotiating contracts and fixing a lower unit coat, 
would not have t aken effect at al l . 

MR. FORRESTAL: That is right. 

240 

MR. PATTERSON : For that reason I questioned whether 
any benefit in our present impasse about t he riders that 
have been tacked onto this appropriation bill would be 
brought about. However, I do urge that the Secretary 
of the Treasury see the leaders, Senator George, Rep­
resentative Doughten, Senator McKellar, Representative 
KoCormack, leaders, and reinforce the position stated 
by Mr. Paul before the Vinson Committee as to the 
preference that the Treasury Department would have to 
handle the matter on an excess profits tax basis rather 
than on a profit limitation basis . 

H.M.JR: I won' t do it, Bob, I won't do it on that 
basi s, I am sorry. I mean, I won't do it unless I can 
give them an actual--

MR. PAUL: Of course , my neck is out already. 

H.M.JR: Excuse me, I just want to e~lain, I mean, 
I won't do it unless I can go up and sar, Here is a 
list of companies given to me by Kr. Ne son. We have 
looked at them, we have taken the companies' word, " and 
that this is what the proposed bill will do. Unless I 
can do that, give them an actual--

YR. FORREST.U.: Vrbat is the harm, Bob, in getting 
that list of companies and see what the result is after 
you apply? I certainly know i f you apply that rule 
to the General h~ectric or Bethlehem Steel, for last 
year, you are going to out the hell out of their showing. 

MR. NELSON : I think you will in '41, particularly. 
Now, '42, without renegotiation, would be bad, but '41, 
I think, will show the other way. 
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IIR. PATTERSON : 0! course , '41 - theae companies 
!or the calendar year '41, except !or the aircraft , 
Dupont, Sperry, and some of those did not have an 
exclusively Army and Navy business . A great deal of 
their businees was st raight civilian business. 

MR. PAUL: Of course, as kr. Helvering pointed 
out yesterday, that makes for a complication. 

WR. SULLIVAN : We have asked for a break-down be­
tween war contracts and the rest of the business. 

llR. PATTERSON : Of course, during 1941 the great 
bulk of their {indicating companies on paper) business 
was straight normal col!llll.ercial buaineaa. Tileir · proti ta, 
as shown are on an annual basis !or the calendar year 
1941, would not "be particularly helpful as to whether 
or not you should have profit limitations in dealings 
with the Government . The aircraft companies, of course 
those are instances. 

MR. NELSON: We have tried to pick both kinds. You 
see Baldwin Locomotive would be very largely with the 
Government . Bendix, Aviation, Sperry, General ~lectric 
would be over half - Savage Arms--

IIR. PATTERSON: For '41, would they be over half? 

liR, NELSON: I think so. Western Cartridge Company -
we tried to pick companies that we thought would be 
repreaentati n. · 

liR. PAtTERSON: You will have to analyze ·the list a 
great deal , and no. hasty conclusions could be drawn from 
it . The Western Cartridge Company, almost all their 
business is with us, is on a cost-plus fixed- fee basis. 
They manage plants. Nine-tenths of their business is 
on the basis of the running of the· St. Louis Ordnance· 
Plant. 

MR. FORRESTAL: What is the harm - I don ' t think you 
can visualize what this means until you see the figures 
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and see the application of the tax, then it begins 

H.M. JR: That is the point. Then you know. 

242 

to--

MR. FORRESTAL: I r it doesn ' t look so hot, then you 
scrap it don ' t you? 

H.M. JR: No. 

~. PATTERSON: You are gone by the time you get 
to that stage. 

H.U.JR: If it doesn't look so hot, we will revise 
our tax bill, and it is another thi'll, it is an answer 
to all of these long-haired boys with !lowing necktiee 
around town that think they know how to run this show, 
whether the Treasury knows its job or doesn't , and I 
wruld like to find out , Maybe we don't, ltlaybe we dotv' t 
know our job . I mean, not that the columnists bother 
me after nine years, but what's-hi s-name that wri tes 
for the Post--

LV\, BLOUGH: Lindley? 

H.M.JR: Lindley said I say a lot of pretty worde 
about inflation, but I never baok it up wi th any tax 
recommendations . 

KR. PAUL: He has been saying that •. 

H.lti. JR: So he may be right. llaybe Ernest Lindley 
is right. I would like to f ind out . 

~. PATTERSON : Of course, !or your own purpose on 
your own tax law, I have nothing to say about that at 
all. We were only discussing the thing from the point 
of view it might have on t he pending legislation for 
profit limitation . 

H.M. JR: Bob, if I go up and just make a cold plea, 
without anything new, I am not going to get t o first 
base. 
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IIR. PATTERSON: I think it would be nry helpful 
it fOU could do it and press tor speed. 'fhat is a 
new element in view of the pressure now on profit 
limi tations , isn't it? 

MR. PAUL: New thing in revenue. 

H.M.JR: No hard feelings , you fellows hand~ it 
the best you can, and that's that. 

IIR. PATTt:RSO!f : No, we want your assistance. 

H.K.JR: No, I won ' t go. 

IIR. NELSON : I think the combination of the two 
things , administra t ion of re-negotiation which you 
have got well set up now, where you can catch a great 
many of these companies, certainly the onea--

243 

IIR. PATTERSON : If we get another instance flaunted 
right in front of their faces right now like Jack and 
Hintz, we are just wasting our time here today. I can 
tell you that.. Off they will go, and there wiil be a 
six percent or a five percent or aom.ething like that, 
and fOU will have some of the most awkward legislation 
to handle fOU have ever had. 

H.U.JR: You see, if we go up 
supposing we discover another halt 
Jack and Hlnh--

there with a lot -
a dozen cases like 

Mi. PATTERSON : That is Forrestal's case. 

H.U. JR: Supposing you do find another and then they 
ask Paul, 'tlhat about Jack and Hintz?" He says, in regard 
to this woman who is getting forty thousand dollars, it 
i s disallowed, and that he gives them a chance to explain 
how the income tax thing works. 

MR. PAUL: I did that before. 

WR. PATTERSON: You told the Vinson Committee they 
would never get away with a thing like that. 
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WR. PAUL: Yea , I did. I even pointed to the 
criminal statutes at their pressure. 

244 

MR. FORRESTAL: On this list of companies, what 
I am suggesting is, what is against doing the exploratory 
~ork , getting the s tatements, see how it looks, and I 
say, then make your decisions whether you are going 
before that committee or not . 

MR. PAUL: I wonder how long that committee will be 
in seuion. 

~. PATTERSON: That conference? Some few days, 
no doubt of that. 

WR. FOLEY: The Senate will be in session until the 
twenty-first. 

H.M.JR: If that is what you want, don't prolong 
the agony. Everybody has got a lot to do . No use pro­
longing the agony here, everybody is busy . If that is 
what you want, just count me out, that is all. No hard 
feelings . 

MR. FORRESTAL: I haven't talked to Bob on i t, but 
I think it is always difficult to vi sualize - you talk 
about taxes and what they are, but unless you nail it 
down in tenna of specific figures, it doesn' t register. 

WR. ltARBURY: You can use figures w1 thout names 
of companies, 

WR. FORRESTAL: Well, we mlght do that. The same 
with these salaries of executives. 

MR. PATTERSON: I dare ·~· that with a good many 
of those companies on that list which are the big companies, 
no questi on of that, probably a pretty good list, that 
wi th a good many of those companies , probably it would be 
quite i llumlnating to know what the· effect would be of 
your new rates on t hat, and probably--
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MR. PAUL: I 'IIOuid like to know. 

WR. PATTERSON: I think probablT the showing in 
manT oaau would be what TOU would want. 

245 

MR. FORRESTAL: We have done aome hypothetical 
figuring ouraelvea jt lcnooke these earnings into a cooked 
hat in moat cues taking TOur proposal. 

WR. PATTERSON: You take a companT like Consolidat ed 
Aircraft , there is no doubt of the fact that theT have 
got quite a chunk of fat. 

WR. FORREST.U.: Even on that it looks aa if theT would 
make fi ve mi l lion dollars this year against eight million 
dollars l ast Tear. 

H.K. JR: Five against how much'( 

WR. FORRESTAL: Eight. 

H.M.JR: How much volume? 

WR. FORRESTAL: Tremendoue . · 

WR. JU.RBURY: After taxes? 

WR. FORRESTAL: Yea. 
• 

MR. NELSON: I think this will be verT i l luminating 
to aee how i t is. 

H.K.JR: We are going to do it an111aT· 

MR. PATTERSON : K7 onlT doubt is what effect it would 
have to diacuaa the upshot of it with this conference 
oommi ttee. 

WR. PAUL: You don't want to have discussions with 
them before we look in the back of the book and know 
the answer. 
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YR. PATTERSON : I thought maybe you were committed 
to do it, to go ahead. 

MR. PAUL: It we tell them we are going to, we a~e. 
' (Admiral Land passed the paper to Yr. Nels~•) 

ADMIRAL LAND: Those are just onee, Don, we selected 
in caee you wanted our thinge, that is all. The only 
comment I make on your list is that there are no Liberty 
Ship, straight Liberty Ship, contractors on it at all, 
and you probably ought to add one on thoee . You ought 
to have one ot the Kaiser group in there, Kaiser group, 
Liberty Ship Builders. 

IIR. NELSON: Yes, I think eo. 

H.M.JR: Give us the name . 

ADMIRAL LAND: I have given it to Mr. Nelson. 

MR. NELSON: He has got a list there , five or 
six addi t ional companies. 

H.M.JR: You would like those added? 

ADltiRAL LAND: I would like to have ltr. Nelson con-
sider them and see whether they tit in with his picture. 

YR. NELSON : Yes, I think so. 

H.M.JR: Do you recommend those? 

I(R, NELSON: They are all right. 

ADWIRAL LAND: Kore or less of a erose section. I 
think Nel·son' a list is O.K. I can understand why they 
didn't pick one, they are eo new they didn ' t have any 
re.cord·. 

YR. NELSON: That was the reason. 
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ADIIIIW. UND: I think, tor strateu, you ought to 
have one of the Kaiser group in, They have been shot 
at al l over the U.S. 

MR. PATTERSON : Quite a number of these concerns 
in 1941 - a great percentage of their busineae was 
with ordinary industry, and they would not be particularly 
revealing as to the effect of a profi t limitation by 
the Government. 

MR. PAUL: I think that is true, 
atand that they plan to segregate the 
know whether they can do that. 

H.Y.JR: Who· croaaed this out? 

except that I under­
business. I don't 

(The paper is handed to the Secr&tary.) 

ADILIRAL LAND: That is a list submitted to me by my 
financial director. I picked out aix of them that were 
typical . Anybody can pick anybody el se they want to. We 
agreed those we.re t he most typical. Some of those are 
on Yr. Nelson' s list and aome not. 

H.Y.JR: I want to be able t o eay tha t we didn't pick 
the lis t. I want to be able to say we didn ' t pick it . 

ADYIIW. LAND: You asked who crossed them out. I 
picked the eix. 

H.ll.JR: I want to be able to say "elaon picked the.m. 

IIR. NELSON: I t hin.k those are all right. 

H.ll.JR: I want to be able to eay t hat Neleon picked 
the list. 

MR. NELSON: Those would be all right as an addition. 
They were new companies . 

ADillRAL LAND: They wouldn't pick a Liberty Ship, 
they have no record. They only etarted in February 1941. 
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WR. PATTERSON: Was the period for which the state­
menta are to be taken t heir last fisc al year? 

MR. PAUL: Yea, it wi11 be either the fiscal year 
ending December 31, will b~ the last we could get, or 
previous fiscal year. 

MR. SULLIVAN: Bob, what we are asking for from 
these companies are for the years '39, ' 40, and '41. 
The amount of profit recorded before and after computation 
of Federal taxes, the excess profit tax credit used by 
the taxpayer as well as the average base period net 
income or invested capital for each year, depending upon 
the method used in ~rriving at the excess profits tax 
credit claim. The names of, and amounts paid to cor­
porate executives for each of the several years who 
received compensation of ten thousand dollars or more 
in any one or more years. The net profit derived from 
Government cont racts reflected in the total net profit 
record, the gross Government contract price, and the 
coat of performing the contract . If profits are re­
flected on basis of partial completion, the percentage 
of the contract price reflect ed in gross income and the 
percentage of contract completion, then we will take 
those figures and superimpose on the 1941 profits the 
ta~ rates in the pending Treasury proposal. 

WR. PATTERSON: Well, let ' s do this, if agreeable 
to all concerned. The thing is on the way. Let's see 
when the returns come in, and I will abide by what 
Randolph Paul thinks, aa to whether it would be help­
ful or not, as to whether a full discussion of these 
cases with the people in charge of this pending revenue 
bill would help any. 

MR. MARBURY: You won't be able to get all the in­
formation on coat s of the cont ract. If they could give 
us that we wouldn' t be worried. 

MR. SULLIVAN : We wUl, in many instances . 
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MR. PAUL: I am concerned about the time !actor 
here. The committee meets Thursday, we won't have 
this until Monday or Tuesday, and to get it then ia 
almost a physical impossibility. 

MR. PATTERSON: I doubt if they have adjourned 
by that t ime. I really think they will still be in 
oonfereno~ Kaybe not, 

YR. PAUL: Of course, if they take testimony in 
conference committee it will take a long time. 

WR. PATTERSON: The conference, as I understand 
Lt, consists, in this case , of the fUll committee, so 
there wi l l be some thirty or forty men si t ting around. 

ADMIRAL LAND: And a lot of them aren't here and 
won't be here this week. 

lr!R. PATTERSON: That is good . 

H,M.JR: No use keeping - I think you are wrong, 
but I will abide - it is your baby. 

MR. PATTERSON: You don't think I am wrong in what 
I have said, now? I say that when the election returns 
are in, I want brother Paul to study them. You don't 
disagree with that? 

YR. PAUL: I would be the first one if they came in 
and showed we weren't getting enough tax, to revise my 
schedule upwards . 

MR. PATTERSON : I also would like your judgment as 
to whether the use of those figures and so on would 
be helpful to ua in our pressing problem now. 

MR. PAUL: I will be glad to give you my answer 
on that, although that is a political question. 
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