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GROUP llEETING 

Present: Wr. Gaston 
Wra. Klotz 
Wr. SUllivan 
Wr. Butf'i.ngton 
Kr. Bell 
Kr. Thompson 
Kr. Schwarz 
Kr. Kuhn 
Wr. White 
Wr. Haas 
Kr . Foley 

Kay 1, 1942 . 
9:80 a.m. 

1. 

H • .ll.JR: George, when do I get this thing again? 'lhia 
is April 22. 

KR. BELL: You get it next llonday, don't you, every 
week? 

KR. HAAS: No, this is a monthly thing. 

H.K.JR: KonthlT! 

KR. HAAS: Yes. 

H.M. JR: All right. 

KR. HAAS: Shall I take it back? 

H.M. JR: Well, you had better leave it here until I 
get a new one . 

KR. HlAS: ill right. You will get it about the - I 
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think they do that about t wentJ d-rs after the close of the 
month. You see, those repor ts come in from each company. 

H.M.JR: Herbert ? 

MR. GAS'roN: Our Collector in Puerto Rico has accumu­
lated a reserve fund anticipating that the coll ections 
might tall off. She has accumulated a reserve fund of 
eight hundred thousand dollars which I think is a pratt, 
large reserve fund. You know, the surplus collections 
according to law in Puerto Rico are paid from time to 
time to the Territorial Treuuey. ~ey pq the Treasury 
out of their collections and remit the balance to the 
Treasury. The collections have increased in the last year 
and a half and she has hiked her reserve fund from a total 
of a hundred and te.n thousand dollars to a total of eight 
hundred thousand dollars. ~ey have enough money to run 
the shop for three years if collections should fall off 
completely. We are taking up with Dan Bell ' s department 
a little bett er system for accounting there , but I also 
think that we want to cut her down on that reserve fund. 
I don' t think that any such sum is necessary. I think 
five hu.ndred would probably be a great plenty. 

H.K. JR: I didn' t know there was such a thing. 

MR. GASTON: It is rather interesting. 

H.M.JR: Anything else, Herbert? 

MR. GASTON: I sent out the message to Detroit to get 
that lnform.ation Biddle wa.nted about the German film being 
shown out there. I haven't gotten a reply yet . 

H.Y.JR: You will be amused that the President sent 
me yesterday a compl aint against the Coast Guard over hie 
own signature. 

MR. GASTON: He did? 

H.M.JR: But I didn' t think he would appreciate Till 
humor so I just forwarded it directly to Waesche. 
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IIR. GASTON: I got a telegram here d~T before 7eater­
d'7 from a naval officer up in Alaska SaJing, •Revoke 70ur 
order of ao and so about the hours that the7 entered certain 
porta there." Of course the Seoretarr of the Nav,r can re­
voke it but we can't revoke it. I noticed some gossip about 
a change i n the Maritime Commission, the suggestion that Joe 
Kennedy might replace someone over there . I have got a 
s~~estion of a man who would be good. 

H.M.JR: Who? 

IIR. GASTON: Harcy Durning. He knows the people and 
he is a real driver. He ia reall7 lo7al to the Adminis­
tration. He could handle it. 

(Kr. Graves entered the conference.) 

H.M. JR: It is an idea. The President hasn't asked 
me . 

Kr. Fole7? 

KR. FOLEY: We are working on a contract with the 
Defense Plant Corporation. You wanted the commitment in 
regard to the return of its commitment guaranteed b7 the 
RFC because the commitllent guaranteed b7 the Defense Plant 
Corporation doesn't mean verr much. The7 balked a little 
bit but - the7 are a little gun shf now, so I think the7 
are coming through. 

H.K.JR: Did 70u make a move on 70ur Crowle7 matter? 

KR. FOLEY: I did. I had a conference 7esterd'7 after­
noon, and the7 are studying the papers. 

H.K. JR: The7 are studying it? 

IIR. FOLEY: Yes . Our receipt and their order appeared 
in the Federal Register 7esterda7 morning. The7 were pub­
lished together. 

H.K.JR: You (Buffington) might ask Purcel l the next 
time 70u talk to hia - 7ou see I wouldn't call him up for 
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thh0 George, but Crowle7 opposes break up of Standard 
Ge.s S,stem, 70u see. That was ln 7eahrdq' s Times on 
the financial page. i sk him how the7 feel about that. 
The interesting thing, wBecauee of high position in 
Administration circles , Mr. Crowle7's stand on the inte­
gration of the death aentenc~ provision of the Holding Act 
was considered of prime importance, particularly in view 
of the fact that last week the SEC in ita final report to 
Congreea eaid there should be no moratorium on the death 
sentence because of the war." I just wondered - fOU are 
talklng to him all the time and when he calla you up -
get this thing, because I want to keep this one for ~­
self and ask him whether he ia ln tune with Crowley. 

MR. BELL: I suppose there might be some accounting 
problema to work out on that silver thing. I would like 
to see that contract before it goes through. We ought to 
have some time to work out how we are going to show that on 
our statements . 

MR. FOLEY: I will show it to you as soon as it is in 
shape. 

H.W.JR: Mrs. Klotz asked me to ask you , ~at about 
the President sending us over this letter?" 

KR. FOLEY: I called Grace and she wasn't there, and 
her assistant wasn' t there and Forster wasn' t there, and I 
am going to call them this morning. 

R.W.JR: I have got to clear that one way or the 
other this morning. 

MR. FOLEY: I t hink that that was - that is the 
original of Jesse's letter, a oopy of which he sent to us 
ten days ago . I think they just got around to sending it 
over . You see , the President's notewas dated the twenty­
ninth and the letter was dated about the twentieth. 

H.K.JR: Will you olear i t this morning, Ed? 

MR. FOLEY: I will clear it this morning. 
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IIR. SULLIVAN: You recall that college, a color ed 
beauticians' school in Chicago? 

. H.ld. JR: I do not . 

-=ldf. SULLIVAN: ldra. Roosevelt was interested in it . 
They owed us fifty thousand dollars in taxes. Last ~y 
we compromised it for seventeen thousand. They have only 
paid four of that, and they are not cooperating in any 
W&J' at all, and the Commissioner wants to go after them. 

H.K.JR: It is all right with me . 

KR. SULLIVAN: You had had some correspondence with 
ldra. Roosevelt and that is why I am telli.ng you. We are 
going ahead on it. 

H.ld. JR: Do I get a report , Norman, on what ldr . 
Spingarn did? 

MR. THOMPSON: Yes, I gave you a report. 

YRS. KLOTZ : It went to Mrs. Roosevelt. 

H.K.JR: The one I read was the one that went to Mrs . 
Roosevelt? 

MR. TH(){PS()N: Yes, sir. 

H.ld. JR: There has been no subsequent one? 

KR. Tli(){PS()N: There was one ahead of that sqing 
practically the same thing. 

MR. FOLEY: Steve Spingarn has received a commission 
sa a captain . 

H. ld.JR: In what? 

MR. FOLEY: Well, they actually issued it in the Air 
Corps, but he is going to be assigned to General Carter, 
who h in Ordnance. 

• 
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H.M. JR: We know General Carter. He ia an accountant . 

liR. FOLEY: He i a going to be General Carter's lawyer. 

H.M.JR: He is an acoountant, isn't he? 

MR. BELL: Yes, I understand he is. 

H.K. JR: Yes, he was the head of some accounting firm. 

liR. FOLEY: <h, I know him, too. He used to be 
Colonel Carter. · 

H.M. JR: Some New York accounting firm. 

liR. FOLEY: Yes, that is right. I went turkey shoot-
ing with him a few years ago, yes. 

H.M.JR: Could he hit a bull ' s-eye? 

liR. FOLEY: Sure, he is a good shot. 

H.K.JR: I don't know--

MR. BELL: He is a big shot now. (Laughter) 

H.M. JR: He is the fellow that had this cost plus 
business, 

MR. FOLEY: I didn't connect it to him at all. He 
is a nice fellow. 

H.M.JR: Well, he is "General Carter, CPA." That 
isn' t a British decoration, either. 

MR. SULLIVAN: Do you remember we got a hundred and 
eigh~-oneof those big war oontraotore' names from Nelson? 

H.K.JR: Yes. 

liR. SJLLIVAN: I have phoned three times si.nce over 
the last six days, and we haftll ' t the others, so I am ask­
ing George , who does more or less business with Nelson's 
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fellowa over there, to get the rest of them. We talked 
yeeterdaf afternoon, and I aeked him to wait until this 
morning to see if they came in, and they haven't come in. 
I don' t underst and it. 

H.K. JR: Isn' t that tunny. Want me to call? 

KR. SULLIVAN: No. I have talked to him twice, and 
I have talked to his secretary. They said they were getting 
them ready. Th.a t shouldn't take six days. 

H.K.JR: Is that all? 

KR. SULLIVAN: That i.'s all. 

H.K.JR: George? 

KR. BUFFINGTON: Nothing. 

H.Y. JR: George is heading up a new sales organization 
without quotas. The sky is the limit. He is sales manager, 
publicity manager, radio manager, and--

KR. SULLIVAN: Have you got any tires to sell? 

H.K.JR: He has got fifteen thousand high-powered 
salesmen working under him, plus Eccles . (Laughter) It 
is entirely separate. It is the Security Dealers of 
America. 

KR. KUHN: We really have those films of the Town 
Meeting. They last for six minutes . 

H.K.JR: How much? 

KR. KUHN: I am told six minutes. I haven' t seen 
them myself. 

H.Y. JR: Kaybe I can see them right after lunch. 

KR. KUHN: I am not sure that the theater is - I think 
the soldiers use it after lunoh. 
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H.K. JR: They last six minutes? Well, I will have 
Stephens figure it out. 

KR. KUHN: There are same OCD people that are verr 
a.nxious to see those . Can I ask them to come over some­
time this morning? 

H.Y.JR: Well, you run it independently. I may get 
a chance to do it, you see . 

KR. XUHN: But you wouldn't mind it I asked them over 
here to see it before you did? 

H.Y.JR: I would be delighted. I am not a first­
run theater man. Stay behind, will you. I want to talk 
to you about something. 

Harold? 

KR. GRAVES: Nothing. 

H.K.JR: Harold, at lunch today will you bring up to 
me, what system we are using. Now, I have got this book 
of the five hundred companies, you see. 

MR. GRAVES: Yes. 

H.K. JR: Now, the first five are U. S. Steel, General 
Kotors, Bethlehem, Pennsylvania, General Electric, on the 
basis of number of employees . What can I do to get U. S. 
Steel, for instance, to put in a plan similar to General 
Kotora? Or Bethlehem Steel or Pennaylva.nia to put a drive 
on? 

KR. BELL: You mean a program like that? 

H. M. JR: Yes, not a fiscal agency, a program. 

MR. GRAVES: Bethlemen Steel has included a drive . 
It was in the New York Times of yesterday. 

H.K. JR: I saw it. 

8 
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KR. GRAVES: That is involved in this proposition that I have told JOU about for us to take the road and go to these big states and talk with our people in each state. We are taking wi th us lists of all the corporations in each state. 

H.K.JR: Yes, but that all revolves around JOU, and you won ' t be getting to it next week, as far as I know. There are some things I can do, for instance , like U. S. steel or something. 

Well, the whole list of five hundred. I mean, I would be willing to send a telegram to the presidents of the companies or something. I don't want to - I can not wait so long, Harold. 

IIR. GRAVES: We might coDmUilicate--
H.K.JR: Mq I give JOU an assignunt. When you come in at noon today at lunch, talk it over. I want a definite suggestion from you what I, as Secretary of the TreasurJ, 

can do to contact the presidents of these comp~ies and ask them whether they won' t put in a plan, and say, ~at can we do to help? We could make available the General Kotors plan, or the people, for JOU. What can we do to help,• JOU see . Here it is the first of May and - I mean I am perfectly willing to send a telegram to every one of these fellows and then a copy goes to the state administrators . I would like to send a telegram to every compt.n¥ that hasn't got a plan in to go after the ten-percent quota. 
lo!R . GRAVES: Every company t hat has a plan? 
H.K.JR: No, that has not. 
KR. GRAVES: No, they all have plans, Kr. Secretary, except about ten of that five hundred. 
H.K. JR: Let me say it over. To the four hundred ninet, on this list, I would like to send a telegram asking them to put on a drive to get the ten percent. 
KR. GRAVES: Yes, that is right. 
H.K. JR: And I am perfectly willing to start a barrage of telegrams and telephone calls right from this desk, Harold. 
KR. GRAVES: Yes . 
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H.W.JR: But until rou fellows get around on 70ur Yiait -70u are not going to do lt next week, it is a week atter, 
and I can' t nit. 

MR. GRAVES: This doesn't meet your point very well , 
but you will remember that we sent out, two or thr.e da7s 
ago1 to every one of our twenty thousand companies this 
letter of yours over your name. -H. M.JR: Now, I want to send a personal telegram 
which would be en this fell ow's desk Monday morning, 
very personal. "My dear Mr. President : President of 
the U. S. Steel . As far as I know your company has 
not inaugurated a plan to bring up the average pay-
roll deduction to ten percent. What can I do to help 
help you get it started?" See'? 

~. GRAVES: Yes . 

H.M. JR: Vlhat can I do to help them get started. 
"I would appreciate an answer from you. Vlhat can I do 
t o help you?" I think that would be the approach. Be­
tween now and lunch time . 

MR. GRAVES: I will have something at twelve forty­
five . 

H.M. JR: I am getting a little restless. Have you 
got something? 

I.!R. GRAVES: No, I have nothing. 

B. M.JR: George? 

MR. IIAAS: The only thing I have, would you like to 
take a few minutes to look at some lay-outs of charts 
we are wcr king on for this room? 

H.M.JR: \',hen? 

MR. IIAAS: Any time , Mr. Secretary. 

H.M. JR: I can do it right after this mee t ing if you 
are ready. 

MR. H.lAS: .Ul right . 
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H.M.JR: I would just like to report that ~. Bell 
and Mr. Haas and Mr. Henry Murphy did a very fine Job 
all week for me on this new financing. If ~ou have.n't 
seen it , it is qui t e new and we have hopes 1t .will be 
successful. The principal change in i t was that the 
Federal Reserve, for about two months , were recommending 
that we sell tap issues which would be demand issues. 
Isn't. that right? 

MR. BELL: That is right. 

H.U.JR: And they have changed from the recommendation 
of demand issues to - what do you call it, bearer? 

' I.!R. BELL: No, registered. 

H.L!.JR: Registered, which is all the difference between 
day and night, and we are now going, starting Uonday -
anybody can buy any quant ity of - i t will most likely be 
a 20-~5 year two and a half percent bond but it is not 
salable to the banks for the first ten yean . Vie will 
see what happens . That is what the salesmen are going 
to go to work on. 

MR. GASTON : It is a registered issue not t ransferable 
to a bank? 

H.M.JR: A bank can 't buy it for the first ten years 
it is outstanding. 

l!R. SULLIV.All: Will they take it as coll~teral? 

UR. BELL: The~ can take it as collateral. They 
have t o dispose of 1t if they take it--

L!R. SULLIV.All: I see . 

MR. BELL: ••••• under fault , the same as they have 
to dispose of other assets not eligible for bank holding. 

MR. GASTON : Freely transferable between other indivi ­
duals and corporations? 
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UR, BELL: That is right. It ia a marketable 
security juat like any other registered security 
except the banks can't own it . 

H.M.JR: They can't transfer it fer sixty days . 

MR. SULLIVAN: All banks or just national banks, 
Dan? 

MR. BELL: all banks accepting demand deposits. 

H.M.Jf.: And then the other important thing is, 
the Federal Reserve guarantees to maintain the bill 
rate at not higher than three-eighths of one percent. 

12 

Graves, you wanted to see those charts, didn ' t you? 

UR, GRAVES: I would be glad to. 

H.l!.JR: \lhen George brings them, jus t take a minute. 
'o\here are they, George? 

l.n:t . HAAS: I can get them started. 

B.M.Jh: Why don't you phone them? Chick? 

MR. SCHWARZ: I have nothing. 

B.M. JR: Mr. ~bite? 

UR. WlcrTE : Phillips was here day before yesterday 
and left a memorandum giving their concept of how the 
British Lend-Lease in reverse procedure should operate. 
The policy that they would like to see initiated is -
I have it here and I think you might like to g1ance at 
it over the week end, or devote fifteen minutes or so 
sometime next week to go through it, 

H.M.JR: I would rather have you come in and sit 
down with me, Harry, next week . 

llJl, W!IITE: Bewley waa in to show me some telegrams 
that he received with respe~t to the Persian matter. 
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One of the things that they have requested of us, the 
State Department requested of us and he repeated, waa 
whether we would purchase through the Stabilization 
Fund kY"Ptian pounds and then sell those Egyptian 
pounds-to them. It is an operation which would coat 
us nothing. There is no risk involved. The Stabilization 
Fund has never done anything of that character. I said 
I thought we would, but I would take it up definitelf 
when they 'came to a definite agreement with the Pers an 
Government. Apparently it is going to coat them less 
than they thought it was . They thought it would be 
fi ve million a year. 

H.M.JU: We just act as a sort of a clearing house? 

MR. WHITE: That is all, for the peculiar reason 
that they think it will save their face if we buf the 
E£yptian pounds and sell it to them rather than f they 
buy it directly, because they have taken the position 
with the Eg~tian Government that they would not do so 
and they don t want to be placed in the position before 
the Egyptian eyes of havin~ to retraot their former 
statement . I don 1 t think 1t will fool anybody. 

H.M. Jh: Well, before you do it will you clear i t 
with me once more? 

!ji. WHITE: Yea, and I will clear it with others 
as well. There was an embargo placed on silver--

H.!.!. JR: You wouldn 1 t know 1t but m:y understanding 
is that the British Government are paying somebody in 
Persia five million a month to stay neutral, isn ' t that 
it? 

MR. WHITE: I don't know as you would want to put 
it that way. They are not neutral in any case. I don't 
think five million pounds will make them neutral. They 
hate the British guts and five million won't buy them 
oft, but they have been insisting on gettin~ gold in­
stead of sterling and they have reached an 1mpasse be­
cause the British absolutely had to have Egyptian currency 
with which to pay their soldiers . 

H.J.!.JR: What is the five million for? 
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MR. WHITE: FiYe mill i on was going to be to giYe 
them gold, not to keep them neutral, but sq the British 
could get currency with which to pay their soldiers. 

H. M. JR: Pay whose soldiers? 

MR. WHITE: British soldiers , 

H.M.JR: Oh, British soldiers? 

J.!R. WHITE : And pay some other expenses. 

H.M.JR: I thought this was a straight payment to 
the Persians. 

MR. ~RITE: It is a payment. Per sia will give them 
the paper currency and has been giving it to them hitherto, 
but now it refuses to give them any more unless they get 
gold. They will not take any more sterling. Now, it 
is true that· it is partl y to keep them neutral or to keep 
them in as good humor as is possible under the circumstances . 

H. !t.JR: But this payment goes to English soldiers in 
Persia? 

MR. WHITE: No, it coes to the Egyptian Government 
who in tu.rn gives them Egyptian currency, and the currency 
goes for British expenses in Persia. 

H • .I{. JR: Say that again. 

MR. WHITE: The Egyptian vovernment gives the British 
Government local currency. The British GOvernment gives 
the Egyptian Government gold, or they will give them gold 
instead-of sterling as they have been giving them hitherto . 
Sterling balances which the Egyptians justly say they 
can't use anyway. The Egyptians - the British Government 
then takes the local currency and pays their expenses in 
Egypt . 

H.U.JR: Pays whose expenses? 

MR. ~~TE: British GoYernment' s expenses. 
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H.l&. JR: In Egypt? ' 

UR. WElTE: Yea , soldiere and auppliea. 

H.M. JR: ~hat has that got to do wi th Persia? 

UR. \'MITE: Oh, did I aay Egypt? I me.ant Persia 
right along, Iran. Forget Egypt . Egypt is another 
matter. 

H.Y. JR: You said Egypt right along. 

MR. WHITE: I was in error. There was another 
story about Egypt. That is why I had it in my mind. 
Egypt bas got nothing to do with this. · 

MR. BELL: Say it again. 

(Discussion off the record.) 

!.5 

. MR. WHITE: There has been an embargo placed en 
ailver·exports by the Hoard of Economic Warfare some 
time ag~. I thought you would be interested in knowing 
that. l'here is also bein.g contemplated priorities in the 
use of silver in the United St ates . In fact, some of 
it has already started, though I don't think it is 
official . Did Wr. Baldwin get in touch with you? 

H.M. JR: Yea, the letter is in the process of being 
written. 

MR. WHITE: Good . 

H.M. JR: Moat likely it won't be what he wants, 
but it will be as good as the letter I wrote for NYA. 

MR. ~~TE: It should be better, Mr. Secretary, 
for you to be consistent. 

H.M. JR: I will be consistent. 

WR. \YBITE: ~ell, if you are consistent it will be 
a good letter because you took a very definite poaition 
on Farm Security. 
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H.M.~: We are going to quote that. Is that right, 
Dan? 

MR. BELL: Yes, sir. 

l.ffi. WHl TR: Would it be asking too much if I could 
~ake a look at it before you sign it? 

H.M. JR: No. 

MR. BELL: You can wri te it if you want to. 

MR. ~~TE: If llr. Bell is too busy I would be 
glad to write it. (Laughter ) Or even if he isn't 
too busy. 

MR. BELL: It came out after all. 
H.li . JR: I think 'll'i th this Egyptian connection, 

you had better let Bell write it . 

MR. I\1!I TE: Well, I will see it before it goes? 

H.M.JR: Yes, 1'.r. Bell says he will be delighted 
t o let you see it. 

1ffi. BELL: I certainly will . 

MR. WlilTE: The Cuban report wae handed to the 
Cuban Government . We have now sent one man from the 
Treasury and one man from Farm Credit down to Cuba 
to prepare the draft of the agricultural bank and 
we probably will now have to send somebody to Guatemala, 
because we promised we would do so after t he Cuban 
report was ready, but I will let you know when that 
time comes . I think the t ime may be ripe--

H.M. JR: How long are you going t o have somebody 
down in Guatemala? 

MR. 'IHITE: Oh, not long, a few weeks . 
H.M.JR: My candidate won ' t do. 
MR. WHITE: Vie can keep them aa long as you want. 

(Laughter) 

R.U. JR: All right. 
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l.!R. i'f.iiTE : I am wonderi ng whether you might no t 
tnink it wise to appoint a amall aornmittee to prepare 
both legislation ana a report for tn~ cessation of 
expenditure on armaments the moment eitner al'l,.ist ice -
whenever the President soes sit . \'/o are spending a 
hundred million dollars a dn;r . There doesn ' t seem to 
be an;r earthly use for those expenditures . ThP moment 
the war stops - last 11e.r I think we spent a lot of un­
necessary funds , and sometniflb could be l':orked o:tt to 
take care of the Feople uno would be unemployed, and 
still save the Treasury an awful lot of money. lion, 
11hen tna t will be necessar;r, I don ' t knon; but I should 
l..l:ulgine tnere is a lot of prepnratory work to be done 
before you could get an appropriate plan tucked e.r.ay t o 
bring out 17hen- -

H.J.:. JR: Well , give me a little memo on it, just 
what you have in oind. 

:.m. l."iltiTE : All ri ght . That is all I have . 

H.J:. JR: Dan? 

;.:n. B:J..L : I have nothine; . 

:::t. Tl.O:.::FSo:.: I have e. couple of deferoent cases 
for Harold Graves . 

11 .:.: . JR: All ri t;ht . 1"/e 11ill do tne::~ r ibht e.r:a] . 

lffi. FOLEY: ~. Secretary, on the silver t~n~, I 
sent in a memorandum last night saying that we could 
sell about five million ounce~ of silver that r1e have 
on hand. \"!e acqui r ed that silver over a period of time 
nor1 at an average price of around fort;- three cents an 
ow1ce, and the suggestion was made that we probably 
would l"lant to t alk with the "silver Senators!' because 
when I'IO ware talking with th em the other day, we didn ' t 
think that the amount was that lar~:e ; and we r1ere talk­
inG merely about the Philippine silver, and this silver 
is--

L:R. \"i,.ITE : Vie said several ::~illion . 

17 
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J.!R. FOLEY : This silver is what you get when you 
refine gold and some of t he other metals . 

!i . !!.. JR: Well, you and Harry handle it, and be 
sure and let the comnittee know before you do anything . 

~8 

lnt. FOLEY: Yes . We made the suggestion that perhaps 
you might want to sell it to the Metal Reserve Corporation, 
and then they could market it o. t any price that \';ouldn ' t 
upset the mar ket price and absorb the loss . 

i.:R. ~'i?.I?E : \iould you be willing to sell silver and 
take a book loss? 

H.U. JR: No . If roe sell it to Jletal Reserve, I 
would want- -

l.ffi. FOLEY: At the average price, forty- three cents 
an ounce . 

J!.JJ. J R: Well, t hen Jones would normally add two 
cents fo r legal fees and overhead, so I would sell it 
to him for about fort~-fi vo cents . 

!.;R. FOLEY: And let him take the loss? 

H.1!. J:l : Yes . 

L:R. \'IlliTE : >:!ell , tllat is appropriate if it is toing 
to be sold for \~ar purposes . 

L:R. BELL: Ylhere do you ge t your authorit;r to sell 
it? 

!.l!t. FOLSY: Well, it is the same authority, IA<m, 
that we have always had, The prohibition in the Silver 
Purchase Act applies to silver that we go t under the 
Silver Purchase Act , and there is no prohibition against 
sellin~ t his kind of silver . 

H.l:. . JR: Average price . 

MR. FOLEY : The average price is forty- three cents . 
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H.U. JR: If t h ere is any question- -

lJR. FOLEY : We sell it for medals and things like 
that all t he time . 

U.1t. Jll: Dan doesn 1 t know what happened o.n the 
Hill. Vlhy don 1 t you go in and talk to him for five 
minutes now? 

1ffi. FOLEY : I ni ll . 
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HHJr: 

Hello. 

Hello. This 1o Paul . 

This ie !4orgenthau. 

May 1 , 1942 
12:32 0 .111. 

Yeah. Look, I want eO to be eur e before I 
went to lunch that that meraor and.um got to 
you. We couldn't ge t 1t to Hre. Klotz, be­
cause ehe wae in with you, and we got 1t 
to Hies Chauncey's oftlce , and I wanted to 
be sure that you nad 1 t bef or e we go t out 
ot touch with you. ·::e were going over •. , •• 

No. I ap~reciat~ it, but it 1 a - I have i t 
actually in my hand t his minute. I have it 
in my hand. 

Oh, that ' s swell. Now, I ' ll Just t ell you, 
as long as you ' re on the wire , that shortly 
~rter we assembled this morning . .... 

Yeah. 

20 

•.... the committee wen t into orivate eesei on •.... 

..... exoludi ng Stem and us •.... 

Yeah. 

•..•. so •<e 1 re Just worlting on the next thing. 

Good. 

And I suspect they ' ll be in sessi on all day 
today on it. 

Good. 

All right. 

Thank you. Good-bye. 
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May l, 1942 

MEMORANDUM FOR 'fHE SECRETARY 

SubJect! Oonvereati on on taxee, 8:}0 a.a. , !hureday, 
April · 30, 1942. 

At Secretary Morgenthau' e requeet Mr. Paul and 
Mr. Blough rode to the office with the Secret&rJ. 
Mr. Paul outlined tile corporation tax plan ehown in 
the attached undated aemorandua. Thie plan was drawn 
up Wedneeday afternoon i n conference between Mr. Paul 
end uabere of nie staff and Mr. Stu and aeabere ot 
hie etatf, at the request ot the Oomaittee on Vaye and 
Keane. 

!he exceee profite tax propoeale contained in 
the plan are also described in today'• aemorandua, a 
copy of Which ie attached. 

With reepect to the exceee profite tax propoeale, 
Mr. Paul explained that he and Mr. Stu were in full 
agreement. They were alec agreed that it the war sur­
tax rate wae aade as high ae 16 percent (eo that the 
combined normal and surtax ratee totalled 4o percent 
or acre), the war eurtax relief proposed by the 
'freaeury ahould be provided for thoee corporation• 
whoee earning• had declined Iince the pre-war period. 
They &leo agreed on the uount of the rellet, wh.1ch ie 
ehown in the aamorandua but which Mr. Paul did not go 
into in detail . 

Mr. Paul explained that he and Mr. Stu were not 
in agreeaent on the ratee at which the war eurtax 
ehould be applied. Accordingly, it wae agreed to eet 
up a echedule of such rate• ranging fro• 12 to 31 per­
cent (which would aake the coabined normal and surtax 
ratee range from 36 to 55 percent.) 'fnie ecbedule wae 
to be eubaitted to the Committee eo that it could 
decide which rate echedule it wished to adopt . 

!he Secretary aelted about the bal1a tor comput1.ng 
exceea profite, eaying that Mr. Sullivan had indicated 
recently that the Oovernaent ehould have the option of 
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anrage earn11181 or iDYeeted capital, inetead or the 
ta:a:pa,rer baYing thil option. Mr. Paul pointed out 
that the Ooaaittee bad abovn great hoatil1 ty to any 
oh&nge rroa the pr111nt aethod or giYi ng the taxpayer 
the option or aYarage earning• and 1nYtated oapital 
oredita. Be aaid he thought we would ha'Je a long 
fight on our h&nde if any attempt waa made to diaturb 
thil option or to giYe the option to the GoYernaent 
instead or tbl taxpayer. 

The Secretary approYed the preaentation or the 
plan to the Ooaaitt••· Be eaid that be did not under­
atand all or it and did not ban time to go into it 
in more detail; then eaid, perbapa raoetiouely, that 
it it turned out well he would be ror it While 1t it 
did not be would I&J it bad nenr been reallJ e:a:plained 
to hia. 

23 
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May l , 1942 

lliMOlWIDOll FOR !liE SEORJ:!ARY 

Rei Exceaa prot1ta tax plan Jointly preaented to 
Vaya and Meana Co-.tttee by Mr. Paul and Mr. Btaa, 
April JO, 1942. 

1 . R&tea ot exceea protita tax. 

!he exceaa protita tax would be impoeed at a tlat 
rate ot 90 percent on exceaa protita up to the point 
where the corporation earn1nga were double the pre-war 
earning• (or double the inveated capital credit); and 
would be at a rate ot 100 percent on exceaa protita 
above that point. However, the 100 percent rate would 
not apply in any oaae to the tirat $10 ,000,000 ot 
exceea protita. 

(At the preaent time the exceea protita 
tax ratea range troa 35 percent on the t1rat 
$20,000 ot taxable exceaa protitl to 60 per­
cent on taxable exceaa protite above $500,000. ) 

2. Exceaa protita would be aubJect only to the 
exceaa prot1ta tax; the noraal tax and war aurtax would 
not be 1cpoaed on exceaa protita . 

J. !he apecitio exemption tor exceaa protite tax 
woula be 1ncreaeed troa t5,000 to tlo,ooo. 

!'fh1e would reduce tne nuaber ot corpora­
tion• atteoted by the exce11 protits tax and 
would somewhat ottaet tor amell corporations 
the elimination ot graduated ratee.) 

4. The opti onal inveeted capital ored1t which ie 
now S percent on the t1ret $5 aillion and 7 percent on 
the balance would be l 

Firat I 5 a1ll1on S percent 
Kext 5 a1llion - 7 percent 
Next 190 alllion 6 percent 
All over $200 a1llion - 5 percent 

5. The average eornings credit wouid remain the 
same ae under ex1ating law. 

,/ 
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X.:r 1, 1942 

MEMORA.NDUK FOR THE SECRETARY 

Su'b'bj,..•e~*~!~".l•norttion in Waye and Keane Oouittu up to 
3 P••• Friday, Ma:r 1, 19~2 . 

Immediatel:r atter the opening or the executive 
eeeeion at 10 a.a. Mr. Boehne told the Coaait tee that 
he thought it ehould aeet in private eeeeion with all 
the experte excluded. Th1e wae agreed to b:r the 
Coamittee. The Cou1ttee eat until nearl:r 1 P••• 
betore receaaing. 

!he Chairaan and aeabera or the Oollai ttee reporhd 
atter the morning aeaaion that the Coaaittee had 
decided not to take either the 90 percent or the 
100 percent exceee protite tax ratea but had adopted 
9~ percent. The 9~ percent exoe•• protita tax would 
be the only tax applied to exoeaa protita. Thia method 
ot tax computation waa tile one eullJDitted Joi.ntl:r by 
Mr. Paul and Mr. 8t&JD on 'l'hureday. 

'l'he Committee aleo adopted the propoeal or Mr. Paul 
and Mr. Stam tor lowering the inveated capital credit 
in the caee or large corporation• and aleo the recom­
mended increase in the apecitic exemption troa $5,000 
to $10,000. 'l'he CoiDIDittee readopted the present noraal 
tax rate ecale. 

The Ooaaittee did not act on the war aurtax rate 
aoale in the courae or the ~rning aeaaion. Congre••­
aan Cooper reported to Mr. Paul that the proponent• ot 
the ~ percent coabined noraal tax and aurtax (that ie, 
a 16 percent war eurtax and 2~ percent noraal tax) , 
appeared to ha•e a maJority ot votea but thAt he waa 
hopeful ot getting ~5 percent and waa going to tr:r 
atrcngl7 tor 50 percent ae a aeane to that end. 

!he Co~~mittee reaaeeabled at 2 P••• There haa 
been no turther word trom the Oouittee at 3:20 p.a. 
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Randol ph 
Paul: 

Hl~Jr: 

P: 

HMJr: 

P: 

RJ~Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

llMJr: 

P: 

HMJr: 

P: 

HMJr: 

Yes, sir. 

May l, 1942 
4:}9p.m. 

I ' m leavi ng in five minutes. What ' s on your 
mi nd? 

I wanted to tell you, merely, that they took 
a vote . • . .. 

Yeah. 

•.... t hey took their final vote and they 
decided on a total eurtax a nd normal tax 
rate of f orty oer cent. 

Yeah. Well , somebody gave me that. St eohena 
gave me that. 

All right. Well , I wanted to reoort to you , 
that's all . 

\iha t are you going to do th18 week-end? 

Oh, I ' m going to be around here. 

Aren ' t you going to s et a little rest? 

Well , I can 't go away, because I can't get 
back 1f I d.o. 

How's t hat? 

You can ' t go uo t o New York, because you 
can't get beck from the olaoe. 

Well , take 1 t easy. 

Okay. Thank e . 

Good-bye: 

28 
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TO 

"'0" 

TREASURY DEPARTMENT 

INTO OI'PICK CONNUNICATION 

Secretar7 Morgenthau 

George Buttington Gn . 

The aeouritiee people have contacted ever7 market 

in the United States and ae or 3 o'clock, sales meet­

inga are being held by all organ1~ations throughout the 

oountr7 1n oonneot1on with the Treasury ott erlng 

Monday, May 4, 1942, 

-
{ 

II 
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Telegraa reoe1Yed ~1e .oralnS froe John A. B&rtford, Pre~d .. t, Great At1&Dt1o and Pao1f1o Tea Caepan7, ••• Yorltl 

• Re Treaeur)' DepanaeDt 1 e telephODe 1Dqu1r71 

lholeealere ead food oha1ne are ourta111ac purohaeee aDd redllo1Dg 1nYeDtor1ee to take adYaDtage of new low pr1oee. Xanutaoturere an4 prooeeeore attitude, we bel1e•e, w111 br1fta 
about llaroh leYele 1n IIAIIJ oaeee before 11&7 11. Ba•e eurYe)'ed o..aodit1ee affected, and belle•• order Dot too bur4eneoee. The few obetaolee oan be eae11J euraouDte4, Think r etail 
operation w1ll run .. oothlJ when pr1oee beooae etteot1Ye, •• ha•e alread)' redlloed nueber of 11nee to aYold eak1ng 4raet1o drop 1D reta1le and leuen shook. Th1ak other 41etr1butore w1ll follow. 

Fa•orable oonwaeer reaot1on le outetandiDI• KaYe checked erose uot1on ot our etoree 1D f1Ye areaa to 4atere1De reaot1on ot ooneueere, Generall)' oonsuaere are found to b• •or)' oon­eo1oue ot oe111nge and grateful aeaeur .. belq taken to treeae 11Y1ng ooete. Roar41q eaterlal17 41~d laet ten da)'e, Praot1oall)' noDe noted t oda)' exoept 1D t ea and ooffee. Sueur)' ot oo .. ente b)' areae are ae followe: 

PUttburgt: Bu)'1ng noreal.. Cannot a&J price oe111ng announceaent e opped hoarding e1noe no hoarding eT1dent 1n last week, Cona1derable coament 1n etoree b)' ouetoaere, largel)' good-natured raearke euch aa •You'll h&Ye to get )'our pr1oee down now.• Koet 1ntereet 1n eeata. Kan7 queat1ona a&ked ae to etteot on eeat pr1oee, but no noticeable holding up on bu)'lng. All ooe.ent b7 ooneueere 1ndioatea the7 thlllk the7 h&Ye been p&71ng too euch for food and welooee change. Coffee 
hoardlns atarted laat Tuead&7 but notable drop-ott noted yeaterd&)' and tod&)'. 

lew York and Wfetoheeter Oountr: Coe.enta heard 1n atoree all ta•orable tower pr1oe oeUiDge. Bue1neu alow tod&7 but attributed to other oaueee, 1Dcluding ext ra ware ·~ather, atoppace of eugar aalu, and faot that INch aoT1ng 1e t&k1Dg plaoe around t1ret of eonth. Lit t le hoarding noted 1n laat two weeka except or tea and eo .. coffee; no change 1n th1e noted tod&7, Beall percentage ot ouetoeere haYe asked, When are we going to poet our oe111ng pr1cee. 

Ph1ladelph1a: Salu th1e week 1888 than lut but 
Wedneadi7 abowd aealler losa aga1nat week ago than Tuead&7. Bu)'lng about noraal to4a)'. One organ1&ed woaana group ooeeented: oe111ng 11 aore neoeeaary on d&1r7 prodllote than on a&n7 oo•­•cd1t1ea announced, Thle eapeo1all7 true ot butter, Ra•e noted extra run on tea all thla week, and no apparent change tod&7, 
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ge(oago: Cueto•era sanarllll7 awar·a ot oa111ng1 annouaoe-
ment ao-ewbat oontuaa4 and haYe aake4 -.a7 queatlona. 
General attltuda la one ot pleasure, 1n taot ooat ot 11Y1ng 
will be reduoed. KaYe bad numeroua 1nqu1r1ea on whether 
our pr1o11 wlll be lower and on 'tlb&t 1t••· A tew ea1d the7 
would be oaretul about bu71ng now beoauee pr1oll are oo~ 
down. Bue1neea &11gbtl7 ott but &lao attributed to no aell1ng 
ot allg&r, unuaual17 ar• weather and •onth-end bur1Jig. llore 
oharaoter1at1o ot l ar&e o1t1ea than uall, and at.llar to 
New York. 

31 

JaokaonY1llel Jew expreee1one heard 1n atorea but all 
oommente retleoted appreo1at1on on part ot ouato•era that 
pr1oea w111 be lower. Inqu1r1ng when reduot1ona w1ll be 
ude. 8alee nol'lllal. Jo apparent hoard1ng tor last two weaka.• 

.. 
.. 
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~~ ) v t, 

!here ..... 1a tile Uaitecl 111:atee "P'V'l• ot 10, 000, 000 pero-. ca1ahll,J 

eaplo)'ecl oad tllaretoro reoe1rta& 1ao- at -r• or lou reclll&r taern.b, 

Theoo ooaot1tvbo tho bao1o .artet tor War laYtaco Joa4o, 

Ov.l" problo 1o to 1aoreaoe trOll 7,000,000 to at l out ao,ooo,ooo tlla ·-

To aoo011pl1oh thio, the tollowiac plaa aad. procraa 1o •uccutHo 

Io P~U. SAVD08. 

We aut by the let ot July iaoreaee the .-.;r ot ... rtero piU"1:1e1patiae 

1a PI.1J'Oll eaTiaco plaae troa appron.&tely e,ooo,ooo to 26, 000, 000. 

'rite - ohiaory tor aoo-li•hiac thio hao alreecl,y boo -rtecl out, halla-

aoatally, i t 1a,.1Tu the appl1oat1oa 1D upwarclo o t 65, 000 t1rso ot pr~1oad 

The payroll UTilf;O job 1nolne a two-told taot. .!!!:!!• to iaoreaoo the 

total auabor of •ployou part1o1pet1ac 1a thio tors ot purobaoo, aad S.ooll4, 

to iaoreaoo tho aToraco aoathly oartac por -.ployoo, 

U thio 1o to be aooeapliohed aad. '" are to aaiataiD a hich lonl ot oartac 

aad. part1o1pat1oa, '" ... t red.uoe the problaa ot pr011Gt10Jl D d toll-·up to 

ao&&£e&bl o proportioaoo lJl ITI1"7 pleat porOO'U auot be doolpat ecl t o &Ot &0 

repreoautatino o t the W.... JaTiae• statt, oaoh ot whoa will bo held roopoaoiblo 

for a aall a-her ot hio tell-""WW.rkoro. Qaly 1a thio ww,y oaa wo be ouro ot a 

aoro or looo ooatiawo\10 &\lperT1o1oa 1a the operatl• or peyroll ••Tiae• ploaeo 

II , IIICOIII! R!CiliVBIIB 110'1' COVBIU!D BY P.t.JROLL UVIIIGS PUliS, 

Ollte14e of tho•• pereo:u who oaa aad. wi ll be roaohod throucll PI.1J'Oll ••..,. 

iac• plaao 1a the larc• r oetabliai!Mato t bero .... uprarclo ot ao,ooo,ooo iaoo• 
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roooinro 1a tho Ull1te4 et:ateo who - t be illlluoe4 to purobaoo 11'&1' kYiaco 

Boado oyet .... tioa Uy. no -Jor tut ot ov orcaabatioa will bo to • l ilt 

t!Uo t;roat &r8¥ ot oaTOro. 

HOI? IS tHIS TO Bl OOIIt 

J., ORDIR OR BU:DGE I"'RIIS. 

It 11 propoood that tho Troa111ry prorlclo ploct,o or order to,_. to 

&~~thorill!cl qollto or ooUoitoro o~ tho lfV stYilll• start. !heoo or der to,.. 

wolllcl be 1a triplioato aad 'IIOIIld ill ..... ..,. . .... bd.ioat o tho - or tM io-

•lli:a& qoat ouuoetod by tho proopoot tr .. w!\08 1M oayo he will puroba11 hb 

boad or boaclo . That 11 to oay, tho oolioitor wollld lJI tho proper plaoo write 

1~> tho ,._ ot tho part1olllar bt.al<, poet ottioo , •r otho¢11111a& -ar;ut pro• 

forrocl by tho puroha11r• Tho10 fo,...l woulcl bdioato ot oour11 tho cluoal.aatioa 
aacl 

of tho bolld or bondl , /tbo iatornlo at wbiob tho proopoot qrou to aate hie 

puroha•••• 

Tho oripul or tho oipad tol'll rill be rotaiaod by tho proopoot1 tiM 

duplioato will be ddiYerod by tho oolioitor to tho dodpatod i11uia& q ollt1 

tho triplioato will bo rotai.Dod ill tbo ru .. ot tho loo&l war Sarla&• c~tt··· 

Tho proopoot pvohaoor will thea either ill porooa, by uJ.l or -ll&a&Or, 

clol1Tor tho oripnal oipod tol'll, ta&otbor with tho dOuat duo, to tho duipatocl 

ilouiD' qoat1 wll.,..upoa a boac! or boado will be 11ouod to h1a. llbon tiM pur• 

ollaoo bao thuo boon OC>JlPlet ed the 111u1111; qut will thereupon reaon tho clupli­

oato orclor tor• tro• bio filo o &ad diopo11 of it. Tho orit;iat.l tol'll, clolinrocl 

by tho puroha11r will be rotaiaod by tho 111u1111; a,ont ao an order tor tho ... ,.._ 

lar puroba10 ot 'll&r B• rlac• Bollllo at ot ate4 iatornll aac!/or •• a r ooord or a 

• 
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olll&l• oG~~pl.tecl tr...,.uti-. 

It, attn a rouoaahle tS... ao !Jidi ... tecl oa t:bo .,.uoato fora holcl by 

tho ioouJ.».& acut, t:bo proopootl'ft p11rob&oor f ailo to cloli .... r tlao OriCI.Ml 

with bio rt~litt"""o ull t:bu oo~~ploto tho t r u oaotioa - tlw clooipatecl i u ..UC 

qont, will ulld. b1a a rollilld..or 1\l"oott..& that bo Mfill bio lll"'oecl phclr;o 

at tho O&rlioot poooiblo tS..., uatil tho truoaot1oa 1o ooaplote<! tho at~pll• 

oato tom will r.U. 1D the ru .. ot tho 11•~ acoat • 

.t.t ror;ular illtornlo ot oa:t oaoo a woolc, •pl.o)'Ooo ot tho -.or knaco 

Staff will o&ll a t tho Ottioo or ill~ &&oato to ohoolc their clq>Uoato toru 

ar;&iDot tho or1c1BA1• roproaoJII:ille oa~~pletecl tru&&otlou . 1'hoao ohoolco will 

aotlty tbo iuuJ.».& acoJII:a of tho1o to whoa railldora abolllcl bo 1ot, Ill thole 

oaao1 whore 111ob reaiacloro h&'ft taUocl to ol1o1t a ro1poa .. troa the ploqor -

tbo war Sanae a atatt oithor dirootl)' or I.Jo41rootly will aalco a poraoaal appeal 

to tho pleclr;or to loana why ho baa failecl to tllltill bia plodr;o. 

s- 1\IOh plu wolllcl iaouro tllo aooouary toll ..... llp which 1o 10 OOIOI!tial 

to 1.bo 1110oou of tbio t1P" or aolioitatioa, 

B, II!TIIODB 01' 80LICJ:Ul'IOI, 

1'!.. tirot atop 1D roaohiar; tho aillioao ot -loyecl poraoao who aro aot 

partioipatiar; 1a pqroll oarlar;a plaao 1o to a&lco poraoaal ooataot to poroulld.o 

tbo.a to lip a P'eclr;o, Orclor or allthoriaatioa fora, fo Oarr)' 0& tbia •r;rua 

root1• pr-tioaa.l aotiYity, it 11 Yitally 110oouary tb&t war Sarlar;• c~ttoo1 

or tboir roproiODtati'fta ho &JPOiatod to t&lco ro1pouibil1ty tor a liaitocl -...hor 

ot people all4 to 100 to it tbat tlwy ia'ftot u a110h of their ovroat •arat..&• &a 

poo oiblo 1a War 8oii<U a114 ~· .,....., wok or -til tbrollr;hollt tho )'o&r • ror 

•X&IIflo, 1a nwry taotory, dopart.ot atoro or otlwr pl&oo of buiM1a, o~t­

tou or acoato ahollld ho cl .. ipatocl .,.o oao apportioa tho total poroo-ol --.: 
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thoa .. l no 10 &I .. It INiOiQtl)' aa4 0-UIIOUl)' to O&rrT oa the perooa-t .. 

perooa pr-tioaal work t hat h 10 rttally .. ,,,,....,., 

I4et.lly, ti!U lllipt • .,. a ar 8aY1.11co O~ttee or "c•llt tor enry 10 or 

20 wrl<ero 1a a plalltJ tor eTery U or 20 tu-.ro, ...a tor a o11111larly 111111te4 

nuaber ot t•aohera t doctors, l&wyere, .u ..... , .-ployera, a d enry otller wac• 

earn1a& &Del 1Doo.e- reoe1Ttog &roup, Ideally, too, euoh ooo.ittoee oad euok 

a&OJ>te ehould be r eor111te4 troa UOJI& the &roup tor whioh they han r .. poali­

bility, !h11e, a...,. I&TiJI&o C~ttee, to reaob enry lOW)'Ir, ohoul4 be aacle 

up ot a.-b<tro ot that prot'eeoioJ>. the War SaYi.IICo C-ttee to prcaoto tbe 

aale ot 'War 8oll4o &MJI& worl<ero ill RiJ>eo all4 taotorieo eboul4 liknioe be ooa­

poeed ot MD who the .. elTea are employed 1D thoae mine• aDd faotoriea, u4 henoe 

aro in <Ially aoooo1at1on with their tell- eaployoeo, Comdttoee oo OOIIPOOed 

will not only be in a poo1t1on to oarry on a ooatinllOilO promotional ettort, but 

booauae tho)' enjoy the trienclohip aJ>4 oont1<1o11oe ot tbooe to lOhoa they appe al, 

their ettorto are 110re likely to be auooeutul, 

It tbio 1o doae, we ahall aot ol1ly 1Da11re e11ooeu tor tho iRitial ooapaica 

itoolt, but we ohall bne u. or&&Dioatioa wllioh oaa follow tbroucb to the •d 

tbat tbeoe P1e4cu all4/or or4or to"'' ~ be tult1lle4, 

It 1o aot iDteJ>4e4 to 1~ d...., aq bare! &Del t a ot rule• for the ooJ>cluot ot 

the ounoo tbro114bout the J ation, In eaoh Stat e, tho rupouibility tor the 

o11ooeu ot the procru will r .. t with tho State !far Su1Jl&l or&&lli&atioa, 1D• 

oll><lb& the looal &Del oouat,' o-tteeo, Thue uoupo will be expeote4 to 4u1p 

llltho4a to a01t the n rying probloao &Del oonditiollo touad 1D the 41trerent looal 

oo•ualtiu, Wbile 1 t 1o aot 1Dtende4 that t h• oannoo a tart thro114hout tbe 
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aill~ltuooualy, it h •"Muted t hat the ooap&1pa be ttatfticle \laleu •­

uoopt1oul ooacll. t1oa ahould prnut all paM:a or tha ttate tr- ber;i:an1JI& at 

tho at.M t l..ae, The elate tor eaoh State 1 
• pros;r- ahall be lett to tho cl1aore-

tioa ot t ho Shte Chai....,. aacl ttate AolaiAiatrator, Thoro~I>Moo 1a pl&IUliaC 

Tho ti.rot a·top 1A the orr;t.D11at10D 1a to arrur;o a -•ti.ar; with the looal 

o~ttoo h .. clo, or a aor1u ot ., .. tiDr;a throur;hout t he State with all lldlbora 

ot tho looal oo...tttooa, 1Aoluci1JII: aey t.clclitioaal pora&Jloat appo1Dteu tha,V. 

DOOOII&ry to f>lTO you fllll ropruaatat101l of OTOJ'Y u ot10il Of tho State, la• 

oluclecl , too, ahoulcl bo repruoatat1na or boot.clo or aey labor, oooi al, o1T1o, • -

Mroi al, or pAtriotic &ro'*P• that ar·~ not J10W repreaeJJted oD yov loe&.l o~tt•••• 

You aay thon cloo1clo to oot up apoo1t.l eo-ttteoo tor thio purpooo, Bub aue~ 

Coll!dtteo 1D eaoh o.....Uty (o1ty, tOWil, couaty, pariah , or cl1otr1ot) woulcl thea 

aot a bout to cl1atr1ct 1 to aroa aacl UOilJ'o workora, Tboo n-r noeclocl will de pollOI 

oo t ho r;eo&raphie area OJIII tho populatioD iATolncl, The orr;&Diaatiou lilted 1a 

S.otioa 6 or "8\!ll•atio ... to atato Mla1JL1atr atoro• (poe• ) haTO reo .. tly e ttorecl 

tbo l r aorrtcoo to the o.roaM I&Yi.ar;o Prov-o la t.clcl1t10Jl thoro aro -.y r;roupa, 

IIlah u the D.J..R., Rotary, llwuia, L1ou1 traten>al orclera '""b u lluou, l,ot 

C., I .O.O.F., Elke, MoOIIJ proteaaioaal &IIOOi&tioaA, IUOh &I .. dioal IOOlatial, 
• 

olllba , .U l thoao ou be oalllcl upOll tot alto part, 

Tbo fOllowi.a& 0\!I&Oitl ou for the a ctual colld ... t or tho O&DTUI &rO otr.recl 

for rour aariou oou14erat1oaa 

!Ilia O&liTUa woulcl be ooa4,..tecl by h&Yi.ar; a oOII&ittoo aot up to lwodlo 
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0 aoh or t1oe -jor ooo..,atioa&l cro~ape wh.lola, tocota.r, iaollallo a -jorit)' o.r 

tho p .. plo with regular 1ao- 1a tluo ktioa, 1'1Ue o-ttoo -uld ooataot 

OTOr'f portOa Witl\1& ite cr01ap O.t hie pl0.00 or bllei.aOU Or -lo~at. la towu 

alld o1t1u wlloro Oo•llllity Choet, o-llllity 4J1.Tu, or oaatra liaod o.u~~al oharity 

driToa a ro hole!, ei.ailar plaao or ooatt.ot with tbo 01q>loyoo at hio or hor plaoo 

of -loyaoat 1\&To bOOil euoooeafull)' oo.rriod out, la OTory f aotory, etoro, 

otr1oo or othor pla oo or buaiaou, o-ttooo or ac•h -uld bo clu 1patod 

w1thio tho tiN to oarry out tbe Ca&Taee , n>eeo o-ttooa ooulcl thoa urn u 

po,.....oat 'lrar Sa!ia§a C-ttou 1a thooo plaooa aacl uoac thoao gro~~po . .l lht 

or auob crollpl aad plaou or -loyaoat, ehow1J11 tho ·-r or -rkero 1a oaob, 

11 naUa blo ill onry t'""' aacl oity. 

PoriODI -loyocl iD JloAufaotllriJII Ulcl Jloohaaioal 1acluatr1oa, Tr_,oportatioa 

aad c.-uu1ot.t1oao, Trlldo, Forutry, F1ah1"1 aacl ll1a1J11, t.ad Clo rioal r;roupa 

t otal aearly 30, 000 , 000, Praotioally t.l l of tho oo ou bo roached at thoir plo.oo 

or 011;>loyaout thro"CCa a oyeto-tic ocoupatioaal OUITOII, by coml.ttooo or quto, 

oaoh rupoaaibl o tor a l1a1tod aoabor or porooae. s- groupo ..... beet bo 

reaobocl thrc..P arr&D~-JOt w1tb tboi r ooatrt.l hoaclqll&l'toro or thro..p tboir ••­

t rt.l aail cl•poto by o-ttool or acoata clooipatod by tho P<>et-otor or by ... 

otfioh l or thoir .,... orc-i&at1oll. 81ailar arraas.-..t• aicbt bo ..... 1a tho 

oaoo or Tol opboao Oporo.t oro, Ral.llro.y !Doployooe, ud M1ao 'lrorlcore, 

It would bo pouiblo, 1D l1lco ....,or, to rot.oh t.ll pllblic &Del gonrllllutal 

m ployeee. Proteaaioul 1roupa, euoh aa Teaohtre, Dootore, tawyera, Dea.tiete, 

&Dd Nlll'eoo oaa meet ottoot1Toly bo oauT&oeod through collllittooo ot tboir ow. 

prorou1oao, !bOlO rolatin ly ~- pooplo wl\011 iao.,_ -aieta wholly or ci1Ti• 

~oDd, roat or iatoroet pt.)'IOOata ooulcl aoot orrootinly bo ool1o1toro or tlao 

Ian-t s-Jcoro .Looooiatioa. 

• 
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tho \laJ.ta4 Stat .. De~ ot .&crioultllre bo.o nlllllteored to llaadlo 

tho oaapaip aaoac all r ...... ,.. &&4 raaoboro 1Jl nory State 1Jl tbo llatioa. 'rile 

rural oaaY&II will be oollduoted throU£b tho aotin ooopero.tioa of tbo ato.to o.ao1 

Cou:aty u.s.o. A. 'lro.r Boo.rctO,Wbioli o.ro ooapoood of repre .. atatino of ••t ot tho 

~onMIII<Into.l .&crioultllre o.~eaoioo operatill& 1Jl tbe State &Ill! couatieo . tbo 

t i oa otfic ieh, 1a eo.ob Sto.te ud oouaty. t ile AU bo.o r oq.,.oted that th••• 

A,;ricultural 'lro.r Soard• b9 &ina tho exoluoin r .. pcao.ibility tor tho rural oaa-

TIU oo tbo.t there will be ao contliot ot dllti .. , or 4upl1co.t1oa ot ettort by 

other tar. oraaai aatio ... 

It h nrz Uporto.at tho.t oo.oh State .l.d:a1aiotro.tor ooataot tbe State Cbair­

IW\ of tho U. S.C.A. 'lro.r Boo.rd ud UJ'Oll§e tor proper coataot 'b.twooa tbe looo.l 

Wo.r Snill&o Obairaaa u4 the Collllty u.s .C.A. 'lr&r OhairMil. ro,other they cu 

work out tho dotalh ot tluo o&IIT&oo , dhtriblltioll ot toraa aacl literature, O.a 

ftll aa tbe oolleotioa o~ to,.. att.r the oa.an.aa. 

Tbuo, tbroucb tbo "Grcup-()ocupo.tioa• ~ Rural OuYUo, « , 860, 763 peroou 

can be 'ina u oppc.rtuaity to dp a Plod&• Co.rd. It well pl1UU1ed o.aol ooa4uoted, 

auoh. a o&aYaaa ••-' aot iawlTe uq eerioua du:pl.loatloa. 

3. Bouoo-to-Bouoo ool1c1tatioa. 

•otoo I ho.To tried to outliao below •- ot tbo ... , ... ato 
&&aiaat bouoo-to-houao oolioitatioa. ror cortaia 
liaited plll'pooe o ouch ao hunchill& our oo.apai'a o.ad 
tor ure ouoto.iaed pr-tioa 1Jl .. .u towao it hao 
ooaliderable .. rit . 
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A aatloa..tclo bola .. -to-llou .. o&aftll ol ,.,...,. .-plo:r-4 pn•• u tile 

UDihcl ttaho would be a taalc ot r;ir;aatio proportioao. Oaol:r tho •t1oaal 

cleoe.Ual oeae1u ooaparee with it ill ~tuclo. to •ru eYery cloor boll• ill tbo 

oountry woulcl nooooaitat~ the orr;t.Dioat1on t.llcl trll11liar; of well oft r a aillioa 

eol1oi tora. tbb of oourao O&ll be cloao, but it woulcl be oxtr••ly clittioult to 

keep auoh a 'I'&Ot orlt.Di&atioa ot TOlllllt eor worker• to,other oa &ll)'tbillr; like a 

penu.neut bub, thh would not be ll&do ouhr by tho OOJOPOt1 tioa for TOlllll­

tary o-...ity worker• bOA& 'nU'ioua war ar;noioa lib OCD, OPJ., USOA, war 

Bot.rdo ....t othoro, . lor ooulcl we hope to e11l1at tho Aid ot tbo .. other ar;aoioo 

except upon a to-rary or opiaoclio baoh. Tot a ooaoparatiTol)' &table aa4 per­

at.llont or&t.lli&atioD h rttally aoooooary tor our boad pror;raa it w are to ht.Yo 

oont.inuoue ettort a»d etteot1Te .follow- up. 

SolioitatioD by houeo-to- houoo O&llYaoooro woulcl aoooooarily be ot a .Uoool ­

lueouo t.llcl iapenu.ne11t obaraot.r. that ia, t bo aolioitoro by &Dd larr;o, except 

perhapa in cmall town.. would be atr&D&•r• or at ... t oaaual acquai.taao•• ot 

their proopooto. It 1o bi&)lly iaprobablo that they -ulcl be 011 a tirot -

a baoio ot tr1ell4obip aa4 O-Il utorut, with tho .. upoll wh- tbo:r oallod. 

Aa a &•neral r\lle the houe- to-hou•• oUT&-11 would. bril::l.s tocether • • aolloitor 

&Del proop .. t people who aro ~ ill oo11ti.auouo or claily auooiatioD with oao 

ud who ~ ~ ban a •- illtoroat ba .. d oa auooiatio11 tbrou&)l r;roup or 

oooupational or&&niaat1on. 

tho aaalo&y ot tho Fuller Bruoh oalo..an io only partially Talid. Bouoo­

to-houao eoleeau ot thia kiad are birocl oaployo .. , workillr; tor a lirtllr; aad paicl 

by tho ooapo.ey ill relular war;" &ad/or o~ooiou. Our oolioitoro or •al•-• 
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would be ...,luateoro. l'l&llor Jlr~~ah ot.ll- 011.1'!')' oa oull traaaaotlou with 

their ouo-ro, Ulodor 110 oiro,.ataaou oollld n rua tho rial< at t.lltllorhille 

hiUidrodo ot thoult.ado ot Toluat .. r worker• to t.ooopt u••:r oa bellt.lt ot tho 

Trt&IW")'• 

It is iJtt>ortoat to aoto alia th&t tho houoo-to..!louoo ot.lo ... ,., wbethor ot 

Fllllor bl'llob .. or u:y other ouoll •-1t:y, 11 1a ao poeitioa to ... rt ooeroioa 

or ooJqnaleioa vpoa hia proapect1Te ouato..ra. •o ou oaa be aooueM ot beiac aa 

llllpt.tr1ot1o "olaobr" beo&uoo he rotllaoo to b-..y l'l&ller bruabeo or w.ar Zftr 

alwd.au., or Boonr Vacu1a CleauJ"a. !Ilia 1• ut ao 1a U• cue ot tlloee ..._ 

rotuoo tor u:r r ouoa to b-..y lrar 8t.Ti.qa Boada. !be olpeora ot OTer-aot.lou pre­

aotioa ot tllio ldaol wolllol be p-oahr Ulldor a llo~~ao to llo111o ploa ot ool1o1tat1oa. 

tht.ll uador tbe group oo.oupatioa plu, !hio would be oo beoa111o tile llouoo to 

houoo ool1o1tora would, u I ht.TO ot.iol, bo otraqora, aot 01l a tirat - bt.oil 

with their proapooto oad aot 1a ooatia110111 oad trielldl:y uoooit.tUa with th .... 

Tbo;y would ooaao,lllatl:r bt. lo11 roluott.llt to ourt proiiiii'O ot thil kiM t....,. 

1t tbo;y wore toll- worbra 1a tbe oaao ~hat> or t oll- -•r• ot tho ,._ cr•"P• 

proto111oa or &llooiat1oa. Tho ottoot ot auob oooro1TO aotlaodo ot p,...otioa would 

illn itt.bl:y teiOII to iaorouo rod-tloaa t.1011 wo\llcl oort&ial:r aot iJtt>l'OTo publlo 

aort.lo , A aatioa dooo aot t.ohioTo uait:y ot will t.IOII P\IJ'POIO b:y pr0100t1ac a ao.tioa­

wido , ._ ot llouado t.IOII llaroo, 

Jl'iaall:y it 1o 8T 1Jtt>rooo1oa tllt.t tho .-r1oo.a pooplo do aot lib lao\loo to 

houao oalo-a. .Aayoao who bu llt.d o:rporioaoo 1a thlo tiolcl Ita-• tho l t.toat 

aad ottoa aot1To hoot1l1t:y with wbioll tho anraco bo111ohololor greeto tho llouoo to 

bouao ot.lo ... a, I o\lopaot tht.t tllio lloot111ty bolpo to n:plt.ia tho a laoot 

llaiTor oal dioll.ko whioll ho111o to ho1111 ot.lo-• llt.TO tor their jobo, I oa aot 

" 
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•••cc••till& that thio wOI&lli be tr1M ot •al•- or eolioitoro t or 1JU' ....... 

but 1t 1o ou u peot ot t he probl• wtuoh ehoi&U aot be o'"'rlooke<l • 

• 
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type ot 1nco• • in tbt Un1 ted Stet eo: 

A. (l) lira• o! our 100 (34,168) 
(2) lll<ilroeclo ( 167) 
(3) federal GoTenuoent 
(4) Stote end Local GoTornment 

(~) 71rmo with 60-100 (39 ,619) 
( 6) lir111 with 1()..60 (295 , 638) 

B. (7) J'&naero 

c. (8) Pro!eoo1on groupo, ouch &o 
4oetora , dentiata , lavyere, 
teachere , nuraea, clergy , 
techniclana, .ueictana , eta. 

D. (9) ~loyeoo aC fi~ v l th leoo 
than 10 peraono; oel!-eMployed, 
other then pro!eoelonol; om&ll 
groupo o! peroono who do not -.ork 
but btve regular incc• : ermed 
force a 

~ ::-'{1 

19,190,<>0 
1 , 400, 000 
l, 700 , 000 
3 . ?0Q . QQQ 

25,(90,040 
2, 723 , 479 
5 . 925 , 015 

34,139,534 

7,000,000 

3 , 600, 000 

6 . QQQ.QQQ 
150 ' 639' 534 

Bi ll lye 

39,15 
3.1 
3 , 15 
4,0 

6,7 
12, 3 

11. 0 

10,4 

!.§...Q 
104,5 

Oo..r procedure in reachin& t hooe people, i n tho order o! their 

i111ll0rt&ncl, to thio progr.,.,, ahould bo ao !ollov11 

l . Under Group A, e~loyeeo o! tlr:o ov~r 100, the railroad vorkero, 

tho J'oderal, Stete end Local Gon.....,.nt e~loyeeo, totaling 2(,890, 040 

pereona, aboul4 rece1•• our tirat an4 aoat entr,etio co~14eratlon. At 

the preoont tiM, about 1.0 , 000 , 000 ot thooe peroono aro on Peyrcll SaT-

in&• Plano oetUnc &1141 appro:dMtel.J' $8. 150 per 110nt h tor the J)1ll"ch&o• 

c! \lar SaTiD&I Iondo, We 111\llt immediatel¥ ooo tbtt Payroll S.Tin&o Pl&no 

are install ed in ITiry place where more then 100 poople are employed in 

the country, Oo..r ouccooo in 1notallation to date would indicate that 
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this coal can be achined within the necaaaa.ry tiM l.181ts. It 1a 

equall,y iloportant that the e xtent of salary by the inclirtclllal eaploiee 

be n.iaed fr'OID slightly o111r 5% to a ainimum of 10% 1n the aaa period 

ot time . This whole operation is of paramount importance it our 

voluntary War Savings Program is to auooead and should take precedence 

over a ll phases of our program until U ia 1n band. 

Second of importance in our program are sections S and 6 under 

--

Group .1.. 11!-J.le it will naturall,y show that a great maey of these persona 

will be brought into our plan si.!oultaneouel,y with our work in the abo ... -

menti oMd groups, special facilities for handling these people should be 

established at this time. Tbia can be accomplished by either an ex­

pension or our Peyroll Savings COOilllittees or by the organization or new 

groupe to concentrate on these !ir:ns now and take advantage of the in-

creased activity of our overall campaign . Certainl,y, it is desirable to 

reach a very high percentage of all or t base people through Peyroll 

Sa vines Plans as t bay are now in operation or soa slight modification 

ot sue, aa against~ other method of contact tor t wo reasons: (l) The 

abi lity to keep ·thea on this type of purchasing plan; (2 ) The plvsical 

problea of follow-<lp and act ual issuance of the Bonds . 

2. It is reCOIIICiended that, 1n all States where the Pledge Campaign 

baa not been started (except the State of New York) ..., abandon thie 

activity as such; that ..., utilize the organizations that have been con-

ment tantamount to a finn purchase of Bonds on a regular basis. In 

inatancaa where these persons have bank accowtta, tb1a purchase agree•nt 
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could uount to an order on tbair b&nlc !or the pw-cbese o! "I" Bonda, 

ln other instances, and it is believed that the higher pe.rcentage o! thea 

will not beve bank accounts, it ia suuested that these persona indicate 

the iaauing asency that they prefer to UM tor the purchase of their 

Bonds. Thie would be any one of the !ollowins• banks, post offices, 

building and loan and savings and loan aesooia tiona, inwstment banke, 

ineiU'ance cOIIpo.nies, pay stations, etc. These orders would be signed 

in triplicate ; the original going to the iaeuins agency so designated 

b7 the siened order, a copy remainins with the signer, and the third 

copy to the liar Sartngs Stat!. Arranse~~ents would be mde with the 

issuing acency to follow up the piU'chaee agree...,nt. In cases where this 

did not result in a cons"""""tion, a report would be received by the local 

War Savinss otrice and a call-back would be made. 'llhere t he pledge organi­

zation as such would not be available or practical for this work or where 

the Pledge Cacpaign had been completed, our War Savings Committees would 

be extended for this solicitation. Such sxtension would provide for 

workers representative of these groups to take care of the actual con-

tact . The !anoers would be reached through tba U. s . Depsrtcent of 

Agriculture Lo<:al ilar Boards, A.A._A., Daiey Aaaociations, etc.; pro!eu ional 

groups througll .,.dical associations , teachers• unions, dental associations, 

etc. 1 self employed and small firms through retailer groups, colllllll!rcial 

clubs, salesmen, delivery men, etc.; dividend groups through American 

Institute of Banking, etc. 

Because of the urgency of this whole task, it is imperative that no 

step of tha proposed national effort be eliminated. 
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u soon as all de tails for launchlnc t his PI'Oir- froa the national 

point of view have been completed, it is rec""""nded that regional 

mee tinl!l' be bald in the ten important industrial States where 65% ct 

our payroll sales possibilities are to be found. So much effort bas been 

put forth by our people in the f i e ld and s o maey outstanding pieces of 

promotion have supported our work to date t hat "" must omploy eveey con-

ceivable plan to bring our field morale to an all-time high . Objectives 

of ~heae regional conferences would be sevenolt 

l . To duplicate all of the national activities within each 

of the States, such as •Ul!gested in the radio campaign, 

to h& ve governors, ..a,yors and orticials re-a tate the 

need and value of the volunteey aavinss program; 

2 . The use of eveey possible promotional aid; 

5. The formation of new management- labor groups to aid in 

gott.ing this job done in a ehort per i od of t.ime. 

All of the ammnition required to fire this job properly has been 

ade quately covered by the heads of the sewral departme:lts in U.eir ellS­

au ted pupport to the quote C&Cipaign . 

()>e further 8Ul!£estion is that the use of •at least 10% of salsr:Y" 

becoae &)'tl<JIVIIOUS with all of our publicity, advertising and pl'OOIOtion 

until it bee'-• an American b;y....,.ord. 

• 
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TREASURY DEPARTMENT 

INTIEIII Ol"l''CIE COMMU NICATIO N 

DA... }lay 1, 1942 

TO Secretary Worgenthau 

... o .. Wr. Kuhn 

Here are the first results of interTiewing done for 

us in the Baltimore area t his week under the direction of 

Dr. Likert of the Department of J.gricul ture . 

1. Attitudes toward buying. Workers apparently 

have considerable latent enthuaiaem for bUJiDg War Bonda. 

They understand ita connection with the war effo rt and 

they do not regard the payroll-deduction plan, where it 

ie working, ae dangerouel;y coercive. They eeem ready to 

accept that amount of discipline to guide and stimulate 

their purchaaea. 

On the other hand, this must be modified in the case 

of certain groupe. Those who are lese well paid (non­

defense workers, white-collar employees in defense plants, 

et;J have a feeling that the first obligation to bu;y liee 

with those who are better remunerated. The reeponeee, 

•I'd take wage-inoreaeee in War Bonde, • or •I would not 

llim bUJing if I felt I real]J' had an;y extra 110ney• are 

common. Baltt.ore eee .. to be, on the whole, a law-wage 

area; and one man in a poeition to eee the general 
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situation told our interYiewera that the bigg .. t obsti"Uo­

tion to the campaign in Baltimore ia ita un.atistaotorr 

wage lenl. 

Furthermore, there ie heait&noy on the part ot thoae 

who either do not understand that their boDd.e oan be 

converted in oaee ot personal financial emergency, or 

that they (in paying, say, ten per cent ot each pay cheek 

into savings) would undergo greater hardship than workers 

with smaller families, fewer debts, or more security 

generdly. The nat proportion urged tor investment ia 

seen as needing some flexibility or •exemptions.• 

The plana- in- operation that our interviewers have 

so far seen came from management's strong suggestion--

and it is interesting that this baa not aroused antagonism 

from workers . Labor eeema to feel that a payroll savings 

plan is not coercive -- is patriotic, and group-voluntar,r -­

but it is opposed to a Government-entoroed plan, which it 

feels would be dangerously coercive . Some workers see 

aa an advantage of the existing plan the possible 

avoidance of later Government coercion. 

2. llanagement 's J.ttitudea. J.mong the nUIIlber of 

manager s wi"w:l have not i .nsti tuted the plan, we find 

several attitudes responsible. Quite important seema to 

be the case in whioh a labcr .union, known to be enthusiastic 

• 
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tor the plan, would gai.n preatige 1.! the plan were und.er­

taken, and 1.n whlo.h •nage•nt 1a unwilling to confer this 

prestige. J.n exoun frOIIl management often heard h that 

t he re are alreaclJ' D.lJ1 deduotiona from worker a' pay check -­

for social security, grwp insurances, repqment of per­

sonal loans, etc. -- and that one more sizeable deduction 

would break the camel's back. Frequent agai.n is the 

attitude that the plan would han to be sold 1.n terms 

ot putting •extra• money into eavi.ngs, and that would 

make workera thi.nk they needed higher wages and would 

make tor demands and trouble . 

J.nother atti tude in the Baltimore area is that of 

general anti-New-Dealism. • They did a darned good job 

of trying to sell us the plan,• said one manager, • but 

of course I didn' t swallow it. It ' s just another 

New Deal idea, and I 'm agaiilllt the New Deal. • 

S. Successful and Unsuccessful J.ppeala. The two 

mos t effective appeals from labor's point of view are 

these: 

• 

a) Buy bonds to win the war -- specifically, bey 

bonds to give the Government money to buy war 

materials - - shipa, guna, tanka, planea. 

b) I nveat your money in honda, becauae there'• a 

depreesion of tearful proportiona coming after the 

war, and you ' ll then be glad of enry cent you've aaved • 
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Appeals baaed on the concept of inflation will 

probabl7 fall flat with workere. They may occasionally 

use the tena, but their context for it is contuaed and 

illogical -- as our studiea show ie true of the American 

public generally. i bove all there is no appreciation -of the plll'pose of 8 l i.miting purchasing power• or aey 

similar phrase. Some people even think that spending in 

this period is a public duty -- to keep business healthy! 

l!oney is regarded as something which (some) people J:l.ave 

'l9 

a good deal of, and which t he Government needs to buy war 

materials; and the appeal must be close to that conception. 

Workers complain that the campaign thus tar strikes 

them as ineffective in two ways: (1) there has not been 

enough emphasis on what your money does when you invest it 

in bmds , and why it is absolutely crucial to invest, and 

(2) there has not been enough direct personal approach to 

workers --down to the point of .being talked to by 

Government people in meetings and rallies rather than 

through printed media. 

4. Kinor Obstructions. There is some evidence that 

even where there is no payroll-deduction plan, purchase 

of stamps and bonds could still be mechanically 

facilitated. Some workers complain that they find that 

the places where they were told that stamps and bonds 
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would be aYailable really haYen't got thea, or the 

desired denominations. KanageJUnt finds ditticultiea 

with the plan where there is a fairly high rate of 

labor turnover . 

50 

All these statements a.re naturally tentative . They 

a.re based on two or three.da.ya' interview with a. few 

managers and with a. couple of dozen workers. But they 

i.nclude generally those pointa which a.re either striking 

or pretty unanimously mentioned. 
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TREASURY DEPARTMENT 

WASHINGTON 

War SaT1D88 Staff )(q 1, 1942 

~RANDUll 

TO: Secretary Korsenthau 

J'ROJI: Mr. Callahan 

Attached herewith ia additional 

information about Alma Kitohell . 

/ 
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Wlf. UfCIIU. 

Ala lite!MU 1e - 111 ber 15\11 7M1' of ra41e 
bro&dcutilll - wUb _.. UlaD 5000 1Dd1rl4111&1 lor 1 "e\e t.o 
boor o....Si\. 

ror t.boo put. tiw 7MI" ebo bu writ.W., PI' l t od &lid 

clell.,.....S boor oom ra41o J'l'OINM for - ... IIC ...cl t.boo Bbe 
Jet.work . Ia t.beee tin 7M1" eboo bu oreat.ecl &lid preeent.ecls 

•!t..-liae .Jouaal• 
•.u-. lite!MU • • Brief Cue• 
"Pill ..... hrt.7" 
...... y..,.. Jeicbbor" 

Sbe 1e a wl.l. lmoom ooaoert. 11111er, ba..U. et.art.ecl boor 
rac11o career 111 t.bil tialcl. Sbe ea111 oa, the Jet.i-1 Bli'OI4oaqi111 

C~ Mt.worltl tor t.be tint. - JMI'• of ber broaclout.i.Qs work • 

.Ut.bool&b ebe 11 - oon.ti.DJ..ac boor work to procrue of ill.._t. t.o · 

-· ebo et.1ll c1oae c......rt. llt.ap ehpftl. 

She lect.111'1a t~""t. 11111 York state Uld t.boo 11111 'Dill•"" 
st.at.11 . One lecture recital tor llbioh ebo ie corwt.ant.l.7 111 a.....s 
ia lmom u •.u-. Kitchell • • llac11o Scrapbook. • 

She bu a b- 111 Larohllont, 1. J., eD4 anot.boor 1D v..--t.. 
Sbe ie act.iYe 1D c~t.7 attaill'l 1D bot.b plac ... 

At. the preeeot. t.S... eboo 11, 1D a4clit.iOD to boor ncul&r 
lecture woril , tillilll epeelrln' ....-.-at· 1D l'eetcbooet.er coaatr 
to aoqua.int olubw- 111 tb the 1far Sarlllp Bone! eD4 St.up prOII'U• 

52 

lire. lit.cball 11 lmom u tbe ..,..,. w1UI eix jobo - wife, 
.,t,boor ( ebe. bu two oou) , writer, e11111r, leot.Ull'lr, eD4 bro&doutft'. 

Sbo 11 a 110t.1Ye of lilc...ain eD4 a ll'fo'luat.l of t.boo 
CinoiMati C .... erntoJ7' of Je>aio. 
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TELEGRAM ~--------------------

OFFICIAL IIUSIN- QOWRNMIINT RATU o.o. -·- Dr' , ' a • 
.... Ill"' ..... 

··--- ...... ,.. 
lilY 1. 11&1 

TBI TP.tlSllH! IS .UXIOUS TO &.RIWfGI SPiCW. COI.ST•ftl-COAS! 

iiii.OADCAST EYDIIS; OY 1111 1~ J'W llf.S. ROOSI'Ill.f Sf'OIISCft 

•1 AX 11 UWICll o.u• • S'E SOOtil.D LID !0 BlllU) Ttm:Tt-I&IIll!l 

fl!OOiWI AROWID Tlil liW lOOSIVilt CdTW IIU1'tliUJG PAUl. !!OMI!M 

AS SOLO IS! fllfi '- O().)J) S'YW'hO!iY OBCllll!JTIII. I.JI) stom~Sll 01 

SOI.Ii OTLI!l EIII III!..'I! COli {ICTOf>.:. JIRS. F.OOSIVl!.I.T Rfl"-<;f.U llot:UI CC. 

'1'0 SttlDIO Ft»l till!> JIBOADCAZT ~ III GIIT LE n w oo TO EI'Ul Ql 

fP-'JUX. ri W.W. Jli ._ DII}.JISi SISRYICK D l\)U c.uJ &~I !0 

I!AVI IIIC PltiSJm f lUS nooJWI. rnrm 01'11 or 0011 JW>IO 
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TELEGRAM ~--------------------
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fROOIAM AllOUID f!ii li.l lOOSIVla: CAITA.tA IIU'nlnliO Pl ill. I!OI!!QJ 
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TREASURY DEPARTMENT 

INTER Ol'l'ICI: Co..IMUNICATION 

D ATa )(q 1, 1942, 

To Secretary Worgenthau 

••ow Abbot L. Willa, Jr. 

Subject: Report Re Issuing Agent Activities New York, 
Philadelphia, Cleveland, and Chicago Federal 
Reserve Banke. 

SWIIW7 

All or the Federal Reserve Bank• visited report that 
they are well situat ed to handle their present volu.e ot 
bond iaauance and also that they can expand their organi za­
tions to carry a considerably higher load should neceasi~ 
ariae . Generally speaking, the work ot recruiting l:~~e 
corporat i ons to become isauing agents appears to be ing 
good progress. With the exception ot Chicago, personal 
contact has been the custoaar,y approach in enli ating the 
cooperation ot the larger corporation&. Contact has been 
made, aa a rule, through the public relatione representa­
tive s ot the various Federal Reserve Banka, aupplemented 
by what ever aupport haa been neoeaaary trom aeDlor otticera 
in tHe Banks. Personal contact ia believed to be the aost 
ettective approach to the problea, and the process requirea 
follow-up calla and gradual perauaaion until corporate 
acceptance of the issuing agency function ia obtained. In 

· view of the soaewhat prolonged approach neceuar,y t o enlht 
aanJ' iaportant corporationa, the work of obtaining thei r final 
agreement has proceeded in realit,r turther than atatiatica 
reveal. Final agree11111nt in IIIIey" oaat1 ahould be forthcoming 
shortly. 

It is ot course difficult to eatiaate, but with the 
effort to be placed behind greater participation in Payroll 
Savings Plana, it ia reasonable to anticipate a subatantial 
increase in the issuance ot War Savinga Bonds. Thia tendency 
ia already apparent in Cleveland where the Federal Reserve 
Bank•s April total in number of bond pi eces iasued haa riaen 
materially and ia attributed to thia cauae. To keep pace 
with the increase predict ed and to avoid &nJ tuture poaai­
bilit,r ot congt~tion and delq in hauing bond• by the 
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Federal Reaern Banka it aeema desirable that further 
energetic attorta be made to co~lete their enrollmant ot 
large corporations &a iaauing agenta. 11 an ex~l• ot 
the necessity tor adTance preparation b7 the Federal Raaerre 
Banks, the poaaibllit7 exista that so .. co ... rcial banka 
t hat are now iaauing bonds tor corporation cuatomera will 
find the work beJond their capacitiea to handle, in which 
event the Federal Reaei'Te Banks would haTe to take oTer. 

It should be pointed out that aa corporations beco.. 
issuing agents, Tre&SUI'f and Federal ReaerTe Bank control 
over their iuuing tunc tiona will be liai ted, and to the 
extent that it will be difficult to compel their prompt 
iuuance ot bonds it there should be lliJ inclination 1110ng 
them to del&J. CriticiKm arlaing from auch dela,a will 
inevitabl7 tall on the Treaaul'f, which aeema to be un&Toid­
able, In lliJ eTent, lliJ inconTenience troa thia direction 
la beliend to be outweighed bJ the larger adTantage of 
haTing broad acale participation bJ ltrger corporation& in 
the iaaulng agene7 function, To the ext ant that iaauing 
dela,a a&J be anticipated .ore in aaall than in luge 
corporations, it m.J become desirable to retrain troa 
recruiting too II&IIJ ot the smaller corporationa as iuuing 
agenta. !lao, b7 concentrating on enliating the larger 
corporations, and obtaining their participation, the Federal 
Reaei'Te Banke should be able to reline themaelves ot arq 
future poaaibilit,r ot issuing congestion in their offices 
as thq should then be in a poai tlon to coatortablJ handle 
auch volu.e as ~ reach them from t.he ••ller concerna in 
their districts. 1s an illustration, the earlJ qualification 
as an issuing agent of the u. S. Steel Corporation and sub­
sidiaries will relieTe the Federal ReaerTe Bank of CleTel and 
of ita largest account and peradt it to comtortablJ take OTir 
a large volu.e ot new accounta it theJ ahould eTentuate. 
SimllarlJ, the Federal ReaerTe Bank of Philadelphia will be 
aaaiatad b7 the anticipated qualification of the Bethlehem 
Steel Co~lliJ· 

111 thlnga coneidered, the continued effort b7 the 
Federal ReaerTe Banks to recruit large co,orationa as 
issuing agenta ia to be deaired and where heir present 
efforta are diTided between recruiting large and ....U 
corporationa, concentration on the fol'lllr would aeea prefer­
able. 
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}(r. Frank 11. ·r.b•J'• UD&Toidebh abaence troa Detroit 
baa made it neceaa&rJ to poatpone contact with repreaentatiTea 
ot the Detroit aotor induatr,, etc., until the alddle ot nut 
waek. The writer will plan to join Kr. Iab17 Wed.ntedlf, 
way 6th, together with Kr. 1ltred Bibler, Vice Preaident ot 
the Federal Reaen• Bank ot Chicago . 

Abbot L. Willa, Jr. 
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Dear Hen171 

DEPARTMENT OIF STA~ 
WASHINOTOH 

11aT 1. 1M 2 

I haY& gone through the aater1al enclosed with 

:rour letter ot April 26, 19<1.2, regarding pa:r roll 

aaY1nga plane tor BaY1nga Bonde with a great deal 

ot 1ntereat. 

I haYe no particular auggeet1cna or cr1 t1c1aaa 

57 

to malta ot the 111ater1a1, but I do wieh :rou all aucceae 

1n your SaYings Bonde campaign. 

81nceral:r youra , 

'!'be Honorable 

Hen17 Xor genthau, Jr. , 

Secretar:r ot the TreaaUl'J , 

Vaabington, D. o. 
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Kay 1, 1942 

FOLLOW-UP FOR THE SECRETARY: 

Ur. Haas is to have ready for you today a report 

on the attached memorandum. 
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Pl- aft 1a touell w1Ul Ill'. Btle~~ ·- 1a ... YOJ'k0 

a..a ot uw a.~en -'-latlca. &114 au h1a nat. etten 

ca aal .. ~ s.dG'aCIIl'a Ra"-t. lla4 t.lda Dlllnlia&o _. 

0. paM 1a t.laat. peopla U'e &01ac to at.op bla71aco wait.lac 

to~ - Ut.llo tnat. I'a s.a~. ·~ •· ....._.,, •• Olaiet 

bQJW ot tlle At.lut.io • !'*o1t1e 'fee "GQa'Q' - JaQ oa ~­

hJ.a t.~ OUt llaok. 1'4 Uka to kD- Dot .lat.e t.laUl 

J'r14q IICI1"D1Jic nat. ottoot. RUle!•~•• • • at.ot.-t. 11aa lla4 ca 

tho bu71ac habit.a ot t.ho people. Oet. Jl• t.hroueb t.h .. e t.w 

orpaint.1oaa0 11.114 -·u a-. J'r14q DOOD 1a tho 4ea4-

11De tor tlao -· 

\ 

• 
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lfq 1, 1942 

TO: HAROLD 11. ORAVliS 

SUBJ'B0'1': PROGRBSS RKPOBT J'ROM WAR SAVINGS ~An 

QUOTA CA!lP.U!l!! 

ADDouncaent ot the Ke:r 'biota tigures resulted 1D 

trout page newa stories oarried liT the preee aasoc1at1ou 

nationalq, 1D hundreda or radio broadcaste, local n~per 

stories, epecial editorial cartoons, and editorials. s..plea 

ot the cartoons troa leading papere are attached. 

Telegrams received troa State Adminiatratore i.Ddicate 

an over-all enthueiaatic reception to the setting ot quota 

tiguree. 

Indiana reported it expects to over-subscribe ite 

Ke:r quota tigure ot $10,925,800 betore the tirat week or the 

OaJIIPai&U oloaee . J'our Indiana counties have alread7 over­

subscribed their quotas. Indiana, Oregon and Connecticut have 

boaated each would be t .he t1rat atata to "go over the top". 

A tour page tabloid newapaper "The War SaviDge Statt 

Newa", oopiee attached, was distributed through State Ada1n1e­

tratore to all workers in the War Savingll Campaip. 
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PLED!JI OAKP .U!ll! 

Twenty-two Pledge C1111paigna were in progreee durtna 

the weak. Tabulati on o-r the n1111ber and 11110unt o-r ~ledges haa 

not bean completed, but general reporta indioate that the cllll­

patgna were bigbly auooeas-rul. In one county 1n Pennayl..-ania, 

incomplete returns indicated that 6o, OOO pledgee "tor a total o-r 

$),000, 000 were secured. In another county 1n the same state 

100, 000 pledges -rrom a total population o-r 179, 000 were expected. 

PAYBOLL SAVINGS 

The Payroll War Sarlngs Plan bas now bean installed by 

67,546 companies throughout the nation. These concerns eaplor 

20,155 ,995, or 66 per cent o-r the )0,400,000 .. ployees in priTate 

business. An additional 1 , 425,576, or )2 per cent o-r the 

4, 400,000 • ployaes o-r J'ederal, State and local goTernaents now 

11&7 purchase Bonds through the Payroll War BaTings Plan. 

More than 97 per cent o-r the 234,000 o.Deral Motors 

8llployees haTe 1111bscribed to the plan ot that corporation as a 

raault ot a driTe which opened on April 16. 

The Wage and Hour Dirtsion ot the Dapartaent ot Labor 

r eleased an announcement on April 27 which stated that although 

8llployees ll&7 not waiTe their rights to the •'n'mua wagea or the 
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PAYROLL SAVINGS (continued) 

overtillle compensation required under the Fair Labor Standarde 

Act, they may accept part or the wagee due tha in oash, an4 

the balance 1D War Bonde or Stopa. In addition, the Wage and 

Hour Division approved the P&Troll War Bavinge Plan, even though 

the savings made tor employees ' accounts maT reduce the oaeh 

wage below the llliniml:lll wage set by the Act. The raleae• aleo 

states that where the Division has obtained restitution tor 

employees or unpaid wages due under the Aot , suoh payments -., 

be in War Savings Bonds and Stamps, provided the 8111ployee 

voluntarily agrees to accept such PST~~~ent. 

RFl'AILRRS 

65,000 retaU drug stores throughout the nation began 

a promotional sales drive tor War Savings Stamps on JlaJ' 1 . 

Promotional displ~ material, oopies attached, was distributed 

to each drug store along with suggestions tor window diapl&Te, 

etc. Thh campaign 1a buUt around a elotted card into which a 

quarter rrom ohange g1 ven to a ouatomer may be 1Deerte4. The 

oards havs printed on thea the following message: WTbis quarter 

will buy twelve bullets. Prescription - use it to buy a 25-

War Stamp here -- right now. " 
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RETMLEBS !oont1pU!d) 

A "Retailers tor ViotOlTft -eting 1a 1oh!dul!d tor 

Monday, Kay ~. in Chioego, with en attendance ot appro:dmateq 

2,000 anticipated. 

The ViotolT Displq Coaaittae ot the National. Asso­

ci ation ot Display Ken is appropriating ts,ooo tor the oonstruotion 

ot modal displays Which will be exhibited at the Chioaso 

r etailers aeettng. These displays will sene aa aodela to inter­

pret and suggest what oen be dona through ad.apttng th_.a tor 

uae bT retailers, 1n both large and aal.l stores ot eTelT t,.pa , 

everywhere. 

Kay has been designated as -Take Part ot Your Change 

1n War SaYings Stamps Konth• . 

Ca.ment on this nation-wide retail attort to sell 

aore War SaYings Staaps was ude bT Krs. Rooanalt 1n her "1fT 

Day" ooluan on April 27. A OOPT ot this ool\1119 1a attached. 

The large window 1n the Sloane Bll1l.d1ng, headquarters 

ot t he War SaYings Start, hf.S been decorated bT Woodward and 

Lothrop Department Store and 1a built upon the these ot the -Take 

Part ot Your Change 1n war SaYings Stmpaft oempaign. 

The tirst edition ot the new "Retailers tor Viotory• 

magaz ine, published bT a retail ad'YiaolT oo=dttee aa a contri­

bution ot the National. Cash Register Cc.pa117, 1a attached. 
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RETAILERS (oont1qued) 

This publication will be printed regularlT and will be distributed 

to a eeleoted retail list and to all State Administrators on the 

first and fifteenth of everT month. Publication oontaine newa of 

retailers ' activities and suggestions tor inorsased Bond and 

Stup sales. 

SPECIAL 

The War Savings Program embl81l - "BuT Ull1ted States War 

Savings Bonds and Sta.pa" - is printed i .n the upper lstt-band 

corner of everT gasoline rationing oard wbiob will be issued by 

the Oftioe ot Prioe Administration during the latter part ot KaT· 

A sample reprint ot one of the oarde is attaobed. 

li1!WSP APJI!R CARR.IBR SALES 

A total of 251,017, 899 ten-oant War Savings StiiiDPB or 

their equivalent 1n Bonde or Staape of larger denoainatione has 

been aold by newspaper oarriera ot 87) newspapers. Sales durina 

~be week ot April 2) - )0 total 12,118, 876 ten-oent Stamps. 
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ADDo1111cement ot the Quota Syet- ,.., tront page newe 

in virtually all newapapere on Thured8)' atternoon, April )0, and 

on Frida)' mo~, llq 1 . In addition to carry1D8 etraight newe 

stories, hundreds ot papers carried the aaps ot their atatea with 

the tigurea tor each co\Ulty wr1tteD. 111.; ed1tor1ale and editorial. 

cartccne. 

ApproxiaatelT 25 ot the nat1on•e leading cartooniete 

drew special cartoo1111 around the Quota C~a1gn as a result ot a 

pe.rsonal contact appeal made by :&4 Reed, cha1l'lllllll ot our cartoon-

1st•• committee. Kore than a dozen original• ot these drawinge 

have already bean forwarded to the War SaTing& Statt to be 

reissued by the Preas Section to all daily and weekly newspapers. 

A survey ot some ot the nation ' s leading da117 papers 

tor AprU )0 and llq 1 , also the labor prese and the toreign 

language prase tor the last week, shows the uee .ade ot the quota 

maps , one col~ boxes, cartoons, newe atoriee and the Secretary' • 

letter, se.nt out by the Prese Section, as well ae a<ae ot the 

lead1D8 ed1toriale and original cartoone. Tear-eheet booklet• 

trom these newspapers are attached. 
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RELIGIOUS PRESS 

War Bond editorials ot Chiet ot Chaplains w. R. 

Arnold , u. S. ~. Catholic; Charles E. Diehl , Moderator ot 

the General Assembly ot the Presbyterian Church in the United 

States; and Rabbi Solomon Goldman, Chicago , which were prepared 

at t he request ot the War Savings Start, appeared in various 

rel i gi ous weeklies last week. 

During April these publications de?Oted tront covers 

to the War Savings Program; The J'ewish Criterion, Pittsburgh; 

The Pulpit Di gest , Great Neck, New York - a publication going to 

15 , 000 protestant ministers; and the Catholic Forester, Chicago. 

Special War Bond articles appeared in the tol lowing: 

Pulpit Digest, Churoh Management , Cleveland; Extension Magazine, 

Chicago; St. J'oeeph Magazine, St . Benedict , Oregon; the Commonweal , 

New York City; and B'nai B'rith News Service. 

Our Minute wan religious pictorial appeared in maDT 

Cathol ic and Protestant weeklies and in nearly every J'ewish weekly 

or the country. 

Pulpit Digest, whioh publishes sermons and circulates 

to 15, 000 protestant preachers , has volunteered to carry a J'uly 

4th sermon in its J'une issue. The editors are asking ministers 

to compete in a sermon contest, "The Plaoe of the Churoh in Winning 

the War - - And The Peace". Prizes are War Bonde. 

0 
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MAGAZINES - SPECIAL PUBLICATIONS 

Managers ot the International News Service and the 

United Press advise that our articles by leading American 

aut hors are scheduled tor regular release over thei r wires 

shortly. In addition to this service, numerous other articles 

by prominent writers will be syndicated to newspapers tToa the 

Press Section. New contributors ot articles last week were 

Harold W. Dodd, President ot Princeton University; ;r. C. ll'url:la.a 

and Ogden Nesh. 

\falter G. Douglas, chairman ot the llusic Publishers' 

Protective Association, advises that 150 song publishers will 

use War Bond stale and emblama on all sheet music published. 

Fred Parks , Secretary ot the National Steeplechase 

and Hunt Association, has supplied us with a complete list ot 

American race tracks and hunt race meetings, and a letter has 

been sent to all race ott1c1als requesting the use ot War Bond 

slogans on eveey race program to be printed throughout the duration. 

Attached are page proote trom the Curtis Publishing 

Company's children's magazine w;rack and oi llw , showing teatures 

devoted entirely to the War Bonds and Vlar Stamps theme • 

• 
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BUSINESS PQBLICATIONB 

Returns to date show that )60 business publications 

have requested our belt-page ads "Target tor Tonight" and "The 

Axis Wanta Your Business• . Now ada in this aeries a.re now bein8 

prepared featuring the change or nemo to War Bonds and tho 

inclusi on of tho Ten Per Cent Payroll Plan. 

We have also received in the first week since the 

advertisement "Next to tho Stare and stripes" was released, reply 

cards trom 150 publications advising us t hat they will run the ad. 

COMPANY PUBLICATIONS 

Robert Stokes, Editor of •Telephone Topics" tor the 

New England Telephone and Telegraph Company, baa been named tor 

oamberahip on our house publication committee, replacing Merrick 

Jackson. Ur. Jackson bas resigned to accept a new assignment with 

the War Departulent, as reported l ast week, and Mr. Alexander 

aaaumee Ur. Jackson's chairmanship; Ur . Stokes now becoming the 

third committee member. l&r. Stokes has been most active in pro­

coting l'lar Bonds and Stamps in his publication and is now conducting 

a drive that has raised employee participation from 2J per cent 

to 8J per cent . Score sheet as used in his publication is attached . 
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RALLIES 

Dorot!Jy Lamour, pioture star who is serving the War 

saving& Program as WUncle Sam' s No. 1 Minute Maid", made a per­

oonal appearance at a rally in the Burbank, California plant or 

Lockheed-Vega before the employees' "Buok-ot-the-month- tor­

Viot ory-Club". 

Negroes or Richmond, Virginia invested more than 

$400,000 in War Bonds at a rally there April 26. As part or the 

promotion tor the rally, a parade wae held featuring negro troops, 

e band from Camp Lee, sohool ohildren, fraternal organizations , 

war workers and trade groups. 

The "Ship Ahoy" M*G-M starlets , Jetey Parker and Dorot!Jy 

Schoemer, sold more than $56,000 in War Bonde and $7,000 in War 

Stamps to guests attending the Viotory Sooop Dinner of the St. 

Paul , ~~nneapolie newspaper guild. 

COt'1!.UNITY SING 

The Lucy Monroe Community Sing in Jaokson, Mississippi 

on April 28 ol1maxed that oity ' s "Extra Million tor MacArthur" 

campaign. 
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EllUCATION 

A playlet entitled "You Can Count on Us" is being 

dist ributed through State Administrators to all high schools, ~ 

junior high schools and private schools . 

An illustrated pamphlet, "Stamps - How They Can Help 

Uncle Sam", is bei.ng distributed to elementary schools through 

State Administrators. The pamphlet explains tor elementary 

school children what stamps are and Wbat t hey do. 

Ten million ~Peoial pledge oSl'ds t or school children 

or the nation to sign before Summer vacation begins were mailed 

to State Administrators on May 1 for distribution to schools • 

•••••• 
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AD&lyai a of Bxpoaure to Payroll SaY1DS• Pl&Da 

April 25, 1942 

11\aber expoaed 
to pa,yrol1 

•niDI• pl&Da 

total-r 
1D tM 

OOQJltry 
( ea\t.ated) 

Part A - Summary by Number or Orsan1zat1oaa Bxpoaed 
I 

I. Buaineu organization• 

m 
(3) 

<41 

(5) 

(6) 

Large railroad• • • • • • •• • • •• • • • •• • • ••••• • • • ••••••• 
Other tina. with 500 eaploreea or more •••••••••• 
Otber t1r.ma With 100 to 499 employeea ••••••••••• 

Subtotal - largo ttrma • • •• •••• • •••• • •• • •• • • •• •• • 

Firma w1 th lese than 100 employee a • ... • ••.. • •• ••• 

Total buaineea organ1&at1ona •• • ••• • ••••• •• • • • ••• 

II. Governmental organi&at1ona •••••••••••••••••••••••••.•••• 

III. Grand. total •• • • • • • • •• • •• • • • • •, •••••••••••••••••••••••. • • 

158 
5, 890 

l~ . :Z2:Z 

21,775 

!I:~ . :Z:Zl 
67, 546 

• 
6:z ,546 

Part B - Summary by Number or Employeea Bxpoaed 
• 

I . Bualneaa organ1cat1ona 

(1) 
(2) 
m 

Large railroads, .•••.•...• • •• • ••• • .•• • •..• •. ...• 
Other t1rma with 500 employees or more • • ••••• • •• 
Other firma with 100 to 499 employe••• ••• ••• • • •• 

C4> Subtotal - large rtrma ••••• • •• • • • ••••••••••••••• 

(5) Fi~a w1tb leaa than 100 employee•••••••••• • •••• 

(6) Total bualneaa organ1sat1on•• • • •• ••••••••••••• • • 

II. Governmental org&nizat 1ona 

ll) 
2) 

(31 

Ptdt r&l Government •••• • ••••• • • • • •••••••••••••• •• 
State and l ocal government•· · ·••• • • •••••• • •• • ••• 

Total governmental orsan1tat1ona • • ••••••••••.•• • 

I II. Orand. total. • • •• • •••••••••••• • •• • • • • • • • · • • • • • • • • • • • • • • • • 

Ott1ce ot the secretary ot the Tr .. aury, 
Diviaion or Reaearch and Stat1at1ca. 

1,273,260 
l4,1M,763 
~ . ~ 8~ , 20~ 

' 19,076, 928 

1 1!!:z21 o6:z 

20,155.995 

397, 981 
1 , 027, 595 

l.lf5. 576 

21,581, 511 

167 

2l;ijl 

}4, 38o 

* 
* 
• 

• 

• • • 
• 
• 

30,400,000 y 

1 , 700, 000 y 
2,:zoo, ooo 

4,ltoo,ooo 

~.aoo . ooo y 
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Mail Report 

Of course , the Secretary's statements in regard to 
house to house canvassing, and 10% deduction for Bond pur­
chases dominated the comments in the •ran mail• this past 
week . 

There were 4 exceedingly pleasant letiers praising 
the radio program of April 23, and a great many which 
mentioned it favorably, but briefly, and went on to other 
matters . 

Of 21 comments on the 10% deduction for Bond purchases, 
11 were favorable , 10 unfavorable . 

This week, the comments in favor of the Sales Tax out­
numbered those against it by 5 to 3. 

There were a number of abusive l etters, mostly 
anonymous, and a number violently attacking Labor and urg­
ing the taxation of Unions . 

The recent newspaper statements in regard to a ceiling 
on wages were mentioned in 20 l etters . One from the Holly­
wood Rogue , Sportswear Company· of California, was favorable . 
All the others were unfavorable , and most of them came from 
organized labor in the form of resolutions or official 
protests . 

There were 23 similar copies of resolutions from 
federated women's clubs of West Virginia. These all urged 
drastic legislation to 'wi thhold inflation, and pledged 
support of measures which will reduce the disparity between 
present buying power and supply of consumer goods. 
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General Comments ~ Present Emergency 

John W. Gurley, Clovis, N.M. * * * Enclosed I am sending 
a photostaticcopy of a draft which is now in the mail , 
for $1,518 . 72 to the United ~tatea Treasury for the 

?3 

A.T. & S.F. Railroad shops' employees of this city , 
These employees have voluntat•ily contributed this amount 
by each donating one day's wages to aid the U. S, war 
effort . * * * Mr. Wilson and I , as well as others c~­
nected with the contribution plan, believe that with a 
little pushing, the idea can be made to blanket the 
nat ion to such an extent that many millions of dollars 
can be promptly gathered in for the all out war effort, 
The idea should appeal not only to wage earners, but to 
all i ncome earners without in any way disturbing the sale 
of War Bonds. * * * 
Tbos. W. Osborne, Chairman, North Hollywood Home Owners , 
North Hollywood, Calif. We home-owners of this community 
seek your support against any f reeze-order or ceiling on 
wages and small, office-force salaries. t> * * This class 
is 100% behind the Government ' s fight to prevent any 
"increase in the cost of l iving". A freeze-order affect­
ing his present small salary will decrease his right to a 
living. He asks nothing more than an opportunity of main­
taining the l evel. We sincerely and respectfully solicit 
your interest and support of our opposition to any ceiling 
on present l ow-bracket salaries and wages among office 
workers . 

Geo. M. Craig , President , Merchants National Bank, Port 
Arthur, Texas. Enclosed you will find a clipping from 
The American Banker of the 20th. It is not only ·the New 
York Banks which are in this shape , but all banks. (Stock 
below "lowest low" . ) If Government competition continues, 
there may be another bank holiday as was declared by the 
President in 1933, and some more purchases of preferred 
stock of banks by R.F.C. or your Department. Bank state­
ments of April 4th, that I have seen, show comparatively 
ver1 small earnings . 
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Phllip J , BeMlatein, Vice Pr .. ident, National Siher Co., 
N.Y.C. (Telegram) Pending preparation by Treasur,r Dept . 
of proposed legislation to cancel present Silver PUrcbaae 
Act, we urge that you find some legal meana for lending 
to arta and industries part of the silver atocke now 
being held by the Govt . Govt. eilver hoardl.tut ia contri­
buting to present panic in silver market. Holding of 
these large silver stocks by Govt. does not contribute 
to war effort in any way and prevents tho ;unctioning of 
manufacturer s and industries which now afford livelihood 
to thousands of men and women who are not equipped for 
more essential defense jobs. It is senseless to deprive 
such persons of their livelihood and to close such in­
dustries while a surplus amount of material ia available 
to keep these industries and employees at work. * • • 

74 

Honorable Frank Knox. * • * There is enclosed herewith 
Govt. check in the amount of $100 which bee been forwarded 
to the Navy Dept. by Kwan Chan lu, civilian JU.cbiniat, 
Navy Yard, Pearl Harbor, T.H. , the proceeds of which be 
requeete be donated to the crew of the plane that dropped 
the first bomb on Japan. * * * 

· Honorable Frank Knox. ***There is transmitted herewith 
check of Oscar Modes, 77 Widdle St ., Portland, Maine, 
dated April 22, 1942, for the sum of $25, which baa been 
donated by Mr. Modes "for naval defense for Pearl Harbor•. 

* * * 
Clarence Olson, The Sheridan Hotel, Minneapolis, Minn. 
I talk to farmers daily and have wondered what is being 
done to bring him into the tax program. He is one of 
the greatest beneficiaries of this war. The average farmer 
with 160 acres receives about $250 benefit obeck. Of this 
be returns about $50 in income taxes, leaving him a net 
profit of $200 from his subsidy. No payroll tax will 
catch him. Out here the farmer gets '14.25 for hogs, 
$13.00 for cattle , $2.40 for flax, 70¢ for corn, (yielding 
70-80 bushels an aore) , $1.05 for wheat; 300 hens bring 
him $100 a mon tb. In rsry many year a of contact with the 
farmer , I have never seen so much big money in circulation 
as at the present time . 
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Favorable Comments ~ Bonds 

John 1 . Ross, Detroit, Mich. It was with a tremendous 
amount of pleasure that I read your telegram to the 
Detroit News newsboys and carriers. ***Only a man 
with a great love of human nature on his heart and deep 
spiritual understanding co~ writ~ such a splendid 
telegram, which brought so 'll!Uoh l.appiness to our be; c. 
It was sincere, honest praise at its best . * * * To 
them you are just as swell a guy as Babe Ruth. I am 
sending you a baseball - I hope you can use it. * * * 

Edward P. Chapman, Findlay, Ill. I am sending you a 
little slogan of mf own creation, which I trust may be 
used to increase the sale of War Bonds . In M1 opinion 
it is a self-evident truth, and needs no explanation: 
BONDS OR BONDAGE . * * * We, the people of the United 
States , must take our choice of one or the other of the 
following: U.S . BONDS OR AXIS BONDAGE . 

75 

Jerome E. Klein, N.Y.C. MY wife and I feel that you're 
being too easy on people in asking them to i nvest only 
10% in their Government. That's assuming that the American 
people want to keep on living "as usual". This is war, and 
I 'm sure that we're all willing to sacrifice our "living 
as usual• in order to help win the war. What's mere, we 
stand to gain by investing in such good Government Bonds . 
* * * That'll leave us enough for insurance , rent, and 
other normal expenses . I'll have to cut down a number of 
our entertainme.nt expenses, and cut out a number of frills 
and luxuries, but ••• this is war. I wop' t be able to go 
on vacation this year •• •• ! wouldn't take~ vacation if it 
were offered, and M1 wife won't go far, or to an expensive 
place. We're making the neighborhood movie do us for the 
duration, with the exception of her birthday •••• we're 
splurging then. We' re finding that less expensive cuts 
of meat can save a l ot in our food budget; I 'm bringing 
the paper home instead of leaving it at the office ••. • and 
there are hundreds of other ways in which we are saving • ••• 
some of them we just drifted into unconsciously . * * * 
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Edith K. Kempthorne, N.Y.C. I am a naturalized New 
Zealander . Having one brother who haa alrea~ lost hil 
only son on the eande of Libya, a slater wi th one RlF 
son crashed on the Mediterranean, and a second a prieoner 
in Germany, and two more nephews fighting in Egypt, it 
seemed at fir st as if all I had must go to ~ home folks 
or to help Britain in her need. However, I know the 
Pacific and its vastness. I know what it meane to Mf 
people to have those fine U. S. boys to share with them 
the dangers of the Pacific . In gratitude for this help, 
I invested today 1~ of this year's salary. I realized 
this country should come first. What I wish to give to 
other countries must be in addition, and no sacrifi ce is 
too great. I hope all other naturalized citizens will 
feel the same. 

M. M. Kelly N.Y.C. Although we do not have the bookkeep­
ing facilities for handling investments in War Bonds as 
a unit , I c'an inform you tliat the nlne members of the 
staff of the American Welding Society are pledg~ them­
selves to invest 1~ of their salaries in War Savings 
Stamps and War Bonds . 

Miss Ray i brams, Principal, Joseph A. Maybin School for 
Graduates , New Orleans , La . • * * Through.out the country, 
school teachers will soon be on vacation . From June 1 
until September 1, an army of intelligent patriotic men 
and women will be at leisure. In this group, there are 
many who would willingly give their time, energy, and 
abili ty toward furthering our Nation's cause. -Could you 
not conscript the services of this group in a summer 
oampai~n to sell United States Bonds? Teachers from all 
communltiea might be authorized to addr~ss club and church 
meetings, give radio talks, meet key individuals , and tap 
all possible sourcee of investment r evenue. There is no 
group of people in the country wi th a stronger sense of 
loyalty to GOvernment than teachers. There is no group 
with a better understanding of the need for retaining the 
Four Freedoms than teachers. We, who have taught ~enera­
tions of youth, realize the importance of the conhnuance 
of the Democratic way of life . By our years of service 
to the youth of the nation, we have earned the respect of 
the country. 

76 
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Unfavorable Comments ~ Bonds 

urs. Eric G. De Flon, Chadron, Neb. * * * I live in a 
town of 4,000. St~ps and Bonds can be procured only at 
the Post Office. To r each it, one must climb about 8 
stone steps and puah through a couple of heavy double 
doors. Whenever I go out, I have to take ~ baby with 
me in his carriage , and I cannot navigate the stairs 
and the doors wi th the carriage . Whenever I have a couple 
of quarters left over from my shopping, and would be wi l l ­
ing to put them into Stamps, the stairs stymie me, and I 
go home with the _iuarters and eventually spend them on 
something else. Why not have the mail carrier sell Bonds 
and Stamps? He goes past every door, works short er hours 
with better pay than the average person, and no doubt 
would be willing to make this contribution of extra work 
and time for his country. * * * 
Ed Carmical, Houston, Texas. * * * Most people would con­
tinue on the salary saving plan, but would like some part 
in an offensive or victory loan campaign. The people 
keenly feel the l ack of parades and patriotic rall i es which 
were so much a part of the last war. We want patriotism, 
we want to see our public muscles flexed , we can use the 
old time parade to promote a victory loan. We don't need 
the soldiers to take time off from necessary training, but 
we could use the newer men who coulci be spared to take 
part in such demonstrations . Please believe me when I 
tell you that Americana are not ashamed of their pa Lnlm.· 

but rather are willing and ready to engage in an ~11-out­
victory l oan drive whether it is for twelve billion or 
twenty-four billion, the amount estimated for 1943 . * * * 
S. F. Hopkins, N.Y.C. I wonder if you know why you are 
not realizing the amount on the sale of Defense Stamps and 
Bonds that you had hoped t o realize. I can tell you~ It 
i s because whil e American people place winning this war 
before everything else, thei r sense of luatice is utterly 
scandalized at the thought of sacrificing to the utmost 
when the New Deal Govt . is squandering the very money they 
are paying in, on unnecessary bureaus and New Deal propa­
ganda . • · • *Unti l we have honest dealings at the source of 
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our Government, there is going to be resentment and 
confusion in the ranks. The heart of the people of our 
country is not in the movement to raise money to win this 
war in the face of the schemes and methods that are being 
carried out by the Administration. 

H. Albert Young, Wilmington, Delaware . In June of this 
year I will be entitled to a full year's interest payment 
on the United States Savings Bond - Defense Series G, in 
the sum of $1,000.00, and on account of which I have not 
received any interest payment to date. I mailed you the 
application and affidavit in reference to mr failure to 
receive the first semi-annual interest payment . This 
matter was first brought to your attention on February 
17, 1942. I desire to purchase more Bonds of this type, 
but I must say that your delay in forwarding the interest 
payment to me is certainly not encouraging me to do so. 

Herbert Payne, N.Y.C. On behalf of the members of the 
Text ile Workers Union of America employed in the plants 
of the Bemis Bag Company in all parts of the country, I 
should like to call once more to your attention the posi­
tion of that company in opposition to the use of the pay­
roll allotment plan for the purchase of War Bonds and 
Stamps. We first raised the question with the company for 
its Indianapolis plant more than four months ago, and met 
with outright refusal. * * * In each instance after the re­
quest bad been refused, the national office of the union 
has notified the Treasury Dept. In some cases local repre­
sentatives of the Defense Savings have been present at the 
time of the refusal. * * * During the past few months the 
labor movement has been accused of all kinds of crimes 
against the prosecution of the war. The press has been full 
of misleading information, tending to discred~t labor. ~e 
Bemis case is an evidence of the real patr iotlsm of !mer1can 
workers. Unfortunately, it also represents an all-too­
common attitude taken by textile manufacturers who have been 
continuing their reactionary "business as usual" policy in 
the faoe of increasing national crisis . * * * The situation 
baa reached such a point that it has beoome destructive of 
morale among the workers in the several mills. The company 
ia working on war orders. In order to assist the company 
to meet deadlines for orders , some of the workers have 

Regraded Unclassified



- 7 -
79 

been working as much as 16 hours daily, and there are 
even instances of workers who have worked 24 hour• 
straight through, in order to keep war production going. 
You can easily see the reaction of these workers to t.he 
company's refueal to aid the war effort by installing the 
payroll allotment plan. In view of the serious need of 
the nation for war funds, and in view of the flagrant 
attitude taken by the Bemis Company, I should like to 
urge that the Treasury Dept. use its every effort to 
correct this situation. 

Larry T. Gavin, Minneapolis, Minn. ~ . • * I note that you 
are now in favor of voluntary War Bond buying. Honestly, 
Mr . Morgenthau, I cannot for a minute understand how a 
man in your position can really think that the voluntary 
purchasing of Government Bonds will do half the job that 
is necessary. * * * I also note you are going to have a 
door to door campaign and undoubtedly you will come pretty 
close to having 1~ subscription, but I am satisfied that 
the percentage of sal ary invested will be far below even 
the 10% which is admit ted necessary. ***We put up 
traffic signals at corners to protect the pedestrian in 
crossing the street, but they insist on orossing. against 
the red light, and you still think they will voluntarily 
subscribe to Bonds. Verily, you are a trusting soul~ 
This is a time for stern realities and it seems to me 
that our Secretary of the Treasury should be a little 
more realistic. How can you expect the people of the 
country to realize that this is an all-out war when appar­
ently you don't? 

J. W. Hoopes , Vice President, Mercantile National Bank at 
Dallas. I have been watching with a great deal of interest 
the campaign for the sale of Defense Bonds . I was execu­
t ive manager of the Eleventh Federal Reserve District 
during the first four campaigns. Notwithstanding the fact 
that the greater portion o~ the District was undergoing 
one of the worse droughts in history, subscriptions were 
received, in all of these oampaigns , in excess of the quota 
assigned the district. * * * The experience I got in this 
work leads me to believe that your sales are never going 
to be satisfactory under present methods. You have to get 
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the people a.rouaed and get them to belininf that if 
they will •lick the stamps , .the boys will 1 ck the Japs•, 
except their purchases , of course , will have to be in 
larger amounts than stamps . * * * This •please-pussy-foot• 
campaign will never get anywhere, I am certain of that. 
There ia a world of people who IIUat be made to buy bonda·. 
The public opi.nio.n haa to be aroused to such a pitch that 
even the misers are afraid not to do their share. * • * 

John L. Meyer, Chicago , Ill . ~ wife and I are •elderly 
people•. We have four children, and four grandchildren. 
We wish to remember their birthdays, wedding anniversaries 
and during the holidays by sending them War Bonds. We 
cannot afford large ones, but believe we can manage $26 
expiration ones. It figures out that we would be buying 
one per month through a year, although the anniversaries 
are not "one per month". **~Upon mw request you sent 
me forme on •regular purchases•. However, we cannot use 
them. In our case there would be eight names of owner. 
and eight co-owners, in remembering our children and 
grandchildren, not to mention ourselves. I wonder if 
many others are thinking al"ao of using War Bonds for 
birthday gifts , wedding anniversary remembrances, etc. 
* * * But, the use of this idea would necessitate a new 
kind of •regular purchase plan• form. No doubt your office 
can devise one to fit the case. I may add that I am not 
situated so that I can send one check for all these Bonde 
we want to give in our family, at one time. * * * 

Alfred I . Warren, N.Y.C . In vi ew of the current newspaper 
reports , may I take the liberty to inquire what constitu­
tio.nal clause authorizes you to dictate to me what per­
centage I shell save of mw income, or when or how I shall 
invest tha t saving? I am struggling to decently support 
a family of seven and am i nvesting mw savings in the 
education of mw children with the view of preparing them 
to be useful citizena to their Country, and I am just 
making the grade in mw attempts to do so, together with 
meeting the payments of mw taxes. The Government certainly 
has no moral, much leas legal right to force me to sub­
stitute that policy for one dictated by them. I don't sup­
pose any such attempt would be made and the fact that it 
would not be made should be stated to the public . 
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Wrs . Ben Neiwendorp, Sanborn, Iowa. We are assuming you 
are interested in not only the eale of offense bonds, 
but in the kind of pressure applied and the repercussions 
to the method. ~sort of •court of ~ppraisal" has been 
set up here . One for each rural and town community. 
This court consists of those who woul d ordinarily be 
called "influential citizens•. Incidentallr, not one 
served in the last World War . These persons have stipu­
lated the amount of U. S, Bonds each head of the house 
should bur. During World War I the same plan was used. 
The result was threatened and actual mob action. Then, 
as now, the fear psychosis created got results. People 
who did not have the moner to bur the required amount, 
borrowed at the bank to do eo. Thus they created debts 
at 8~ that in the contracting economy that soon followed , 
made many of them paupers. ~ * * Bach man on the "Court 
of Appraisal" is a BIG farmer - - that is , he uses modern 
equipment , which is run, at times, both night and day. 
On the seat of this equipment is a man paid $45 to $55 
per month . He is asked to pledge $5 each month toward 
a Bond. If his employer asks it, can he refuse?~** 
If you must resort to selling Bonds in this fashion, 
make it nation-wide . We would gladlr submit to a Federal 
law, .confiscating all earning above a bare living, with 
no interest, no return of principal, as a war measure. 
But as it is, please call off these lip-patriots. I can 
see this policy producing just the kind of moral stamina 
that would delight Corporal Schicklegrubber . M1 husband 
enlisted the day after war was declared in 1917, his 
brother and my brother a few days later. It is n.auseat­
ing to have those who became sleek sucking eggs then, to 
determine the price of our patriotism now. 

Geo . J . Carpenter , Jacksonville, Ill . (Copr of letter ad­
dressed to the President.) ~~*Saturday afternoon I 
went to the local Post Office, Jacksonville, Ill., to pur­
chase some Stamps and to mail some letters. I am new here , 
having recentlr moved from Calif. to operate my farm and 
orchard, so I did no t know that the Post Office was closed 
to patrons on Sat , afternoon. While I was making my .firat 
survey of the closed windows, a farmer came in expecting to 
bur a Bond . He did not, and the only thing lacking was the 
opportunity. Yes, banks are closed here on Sat . afternoons 
also. * * • 
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Favorable Comments ~ Taxation 

R. E. Lucas, President, Missouri Store Company, Columbia. 
I have just read a statement of Randolph Paul, tax adviser 
to tho Secretary of the Treasury, before the House Ways 
and Moans Committee, and I was particularly interested 
in his paragraph 7 on "Additional Examples- of Special 
Privileges", paragraph A, "Tax Exempt Corporations Engaged 
in Business. " I must admire Mr. Paul for his frank state­
ments as here is a source of revenue that has never been 
taxed but should be , and I hope this recommendation is 
given serious consideration. 

William U. Ulll, Thomas Smith Co. , (Punch Press Products), 
~orcester , Mass. * * *At 2reaent it would be possible 
for us to send you $5,000 on our next tax installment. 
However, instead of that , we bought tax bills , whereas 
we could have saved the cost of the t ax bills and given 
you the money without any interost. If the system could 
be waived when people wanted to pay in advance, end if it 
did not require too much bookkeeping, I think you could 
get quite a little money in ahead of time . If this sug­
gestion meets with your approval , we will try to pay our 
taxes sooner than the regular time . 
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Unfavorable Comments ~ Taxation 

Daniel Nugent, Santa Barbara, Calif. In re your campaign 
to sell more War Bonds . i s the owner of sound common 
stocks, how can you expect me and several mi l lions like 
me to buy War Bonds if you confiscate our savings? " * * 
I don't want or expect to make money out of the war, as 
you are permitting some individual businessmen, some 
farmer s , and some wage earners to do . But when you take 
such a share of corporate profits that dividends must be 
reduced far below their pre-war level , you are putting a 
capital levy on stockholders. Tragically enough, this 
capital levy does not transfer our capital to the Treasury, 
but simply causes it to vanish into thin air . " " * Before 
it is too late , Mr . Morgenthau, please consider carefully 
the methods England has used in taxing corporate profits . 
Cer tainly England, in its war taxat ion, cannot be accused 
of being tender or gentle with wealth. It may well be 
that the tax experts of England are saner and juster and 
wiser than is Mr . Randolph Paul. 
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Letters from Senators, Congressmen, and others 
who receiTed t he copies of War Bond· lett ers and leaflets , 
are in the main, highly commendatory. These have been 
abstracted as separate from the usual bond mail, and 
both favorable and unfavorable quotations follow: 

Favorable Comments 

Harry L. Haines , Pennsyl vania. I desire to compliment 
you for making this contr ibution at a time when it is so 
essential to our own existence . I em rather confident 
that posterity will approve this effort on your part more 
than the present generation . To urge men and women to 
save ie most wise indeed, and it is more necessary in 
this day to those of us who cannot bear arms, permitting 
us to make our contribution in the War effort so as to 
bring victory to our arms. 

William M. Colmer , Mississippi . I think the defense 
savings program is being handled very effectively and 
assure you of my cooperation in putting it over. 

Thomas A. Jenkins, Ohio. I want you to know that I sup­
port your efforts most loyally and will be glad to do 
anything I can to help out with any reasonable program 
that you might adopt. We must win the war and this is a 
splendid way for the people to help. 

J . Edgar Chenoweth, Colorado. I like this literature very 
much, and feel certain it will accomplish results . I em 
sure that the voluntary method of raising money through 
the sale of defense stamps and bonds ia preferable to any 
compulsory plan. 

Senator Ar thur Cappe-r, Washington, D. C. * * * I thank you 
for bringing this campaign to my attention, and I give it 
my full endorsement. If I can be of any help to you by 
press or radio , or by personal appearance, please let me 
know at any time. I shall be glad to serve i n any way. 
I was greatly interested in the detailed account of the 
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Pay-roll Savings Bond Program of the General Electric Co. 
I sincerely hope its success will be duplicated and im­
proved upon many times throughout the country. You have 
~ best wishes in the matter. 

J. J. McEntee, Director, Civilian Conservation Corps . 
~ ~ ~ In connection with this and s imilar campaigns--both 
with large and small organizations--one thought which may 
be of interest to you occurs to me . That thought is this-­
Though requiring considerable skill, it is relatively 
easy to generate mass enthusiasm during a campaign similar 
to the one executed by General Electric. In saying this, 
I do not under-rate the effort put forth or the initial 
results . However , I believe that an even greater job re­
mains to be done on follow-up campaigns because it is 
inevitable that initial enthusiasm will, in some measure, 
die out and that initial sales, in the normal course of 
events, will tend to decrease with the passage of time. 
Such a process is normal unless counteracted by repeated 
skillful follow-up campaigns. Only because you have spe­
cifically asked for my suggestions do I presume to suggest 
that you may desi re to give immediate attention to this 
matter of fol low-up campaigns . In making this suggestion 
I also recognize that action may already have been taken 
on it, but I think there is general agreement that the job 
of maintaining enthusiasm and achieving favorable sales 
results is even more difficult than the job of launching 
an enthusiastic campaign. 

Hon . Emanuel Celler , House of Representatives. Your sug­
gestion is a most excellent one. It has the decided merit 
of being practicable , and cannot fail, in my opinion, to 
meet with the approval of all interested in furthering our 
war effort. This method of borrowing from the people 
di rectly can be put into practice without setting 1ntc 
motion any cumbersome machinery, making effortless the 
purchase of Bonds , and eliminating a much used excuse of 
delinquent purchasing. 

L. S. Rowe, Director General, Pan American Union. I want 
to thank you for your kindness in sending to me a copy of 
the admirable circular letter . * * * You have set forth 
the situation with such convincing clearness that I can 
add nothing thereto . I feel certain that you will have a 
most enthusiastic response. With renewed felicitations on 
this splendid campaign. 
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Unf&vorable Comments 

Frederick Gig&x , Editor, East Lansing-Meridian News , 
East Lansing, Mich. Your letter advising us regarding 
the intensified War Bond sales camp&ign was received 
the other day, and I was struck by the use of the word 
MUST in two separate p&ragraph~ th&t letter. Judging 
by the newsp&pers I see, tho command must need not be 
used to get them to support the Bond sales campaign. 
They have all done this in every issue since the salsa 
started. * * * Due to the lessening of advertising at 
this time , many newspapers will be compelled to suspend. 
If you must have the newspapers' support to put over & 
Bond sares-drive now, what will you ao when many of them 
have been forced to suspend? 

Clarence M. Fincke, President, The Greenwich Savings Bank, 
N.Y.C. ***While I agree with you that it is fitting 
and perhaps possible that a payroll deduction of ten per 
cent might be collected f rom those who are benefitting 
greatly from increased pay due to the Defense effort, it 
certainly would not be equitable to expect any such per­
centage to be taken from the many thousand~ whose earnings 
have not increased, but on the contrary, because of it, 
are struggling under increased costs of living, and at the 
same time are called upon to pay income taxes in many 
cases double or triple what they have ever paid . I think 
you need have no fear of inflation from these. Also, I 
cannot help being a bit fearful of what might happen at 
the close of the war with the Government facing the demand 
obligations of so many billions in the hands of the public . 
Yay not this be a real problem? 

Hon. John Taber, Congressman, 36th Diet. New York. I can 
see no objection to the circular. However, I believe I 
could get one up that would be much more effective, and 
thia ia the line th&t I would proceed on. I would go over 
the Treasury Department set-up with the idea of weeding 
out all unnecessary help in connection with the bond program 
and the income tax program; get some economiat in who really 
underatood aome .of the effects of some of these taxea; start 
in and get rid of the payroll tax designed to pile up a 
surplus on unemployment insurance, for the duration, be­
cause it will not be needed; aubstitute a sales tax which 
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would be a burden on each group of our people in place 
of the unemployment tax; get rid of the hurdy•gurdies 
and frills. Then I would make a straight forward state­
ment to the bond purchasers , telling them just what I 
bad done and what I bad recommended; that 1 had t ried 
to eliminate every f.oolish expenditure and anti-defense 
activity out of the Tr easury; and tha t I wanted and 
needed thei r cooperation; that I did not l ike the idea 
of forced l oans and did not want to suggest them to the 
Congress or the President, but that it wae absolutely 
necessary that we raise a certain amount of money. I 
think you would find the response to this suggestion 
enormous . You would find that it would be way beyond 
what will come from the way we have been operat ing. 

Senator D. Worth Clark. * * * I think you have done a 
fine job. However , in this regard I am taking the liberty 
of enclosing a letter from a friend of mine in Idaho who 
is interested in t he bond sales program. What he says may 
be the general reaction of the people in this vicinity. 
* * * (Comments from letter addressed to Senat or Clark 
signed by C. L. Billings, Vice President, Potlatch Forests , 
Inc ., Lewiston, Idaho. ) "It seems to me that the posters 
put out for various purposes in this War, fail by an 
enormous margin to do justice to our War effort . Recruit­
ing posters are ~enerally good, but those intended for t he 
influencing of Clvilian opinion and attitude, are l~ent­
ably weak. In Lewiston we have had nothing to look at 
except a picture of a statue of a man with a gun and a 
plow, a dismembered band inserting a coin in a slot cut 
on the face of gn outline map of the United States, two 
dismembered hands clasped together , and that is all . * * * 
Yesterday when I signed a pledge for the purchase of War 
Bonds, I was banded a little blue and white slip which 
seemed to me to reach nearly to the depth of ineffective­
ness . * * * The peopl e do not understand why the Government 
thinks it is necessary to feature savings and thrift and 
soft-pedal the realities of War in the advertising and sal e 
of Wer Bonds. Why can't something be done about this? 
When I think of the thrilling, inspiring, rugged, be-man 
posters of the other War, it makes me wonder what kind of 
men are handling our War Bond advertising . * * * 
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A s THIS RE.PORT comes &om the 

printer, the Director of the Budget an· 

nounces an increase of 14 billion dollars 

in estimated expenditures for the fiscal 

year 19411· This increases correspondingly 

the figures shown in this report both for 

expenditures and for the sums to be raised 

by taXes or borrowing. It does not change 

the principles set forth in the report but 

redoubles the need for vigorous efforts to 

avoid excessive credit expansio~ and dan· 

gcrous inAation. 
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L e bankl of the Urtited States are eager to do 
their lull &hare in financing the war. ThiJ iJ their special area. 
Their respomibility lies not limply in doing what iJ requested 
by the agencies of government, but in understanding the prob­
lem and thetruelves initiating plans and cooperative efforts 
for carrying out 10 vast a project. Tbe '4AOO commercial 
bankl, 550 mutual savings bankl, and t,8oo investment bank· 
rrs of the country have the capacity and mechanism to meet 
thiJ responsibility. 

The dec4ioru made now as to methods of financing and 
the energy with which they are punued will inftuence the 
success of the nation's war effort and will react upon the 
well·being of the people for many years to come. 

The two ways of financing war are by taXation and by bor­
rowing. Broadly speaking, the more the taXation and the less 
the borrowing, the less will be the danger of harmful inftation. 
A country at war must taX to the greatest exu.nt consistent 
with maximum production, which in tum. depends on the 
maintenance of morale and incentive and the preservation 
of the economic structure. These necessary litrtitatiow make 
it practically impossible lor a country to finance a major war 
wholly out of taxation; some borrowing is usually unavoid· 
able. In practice the taX policy, for political reasons. usually 
falls br short of the desirable goal.-as to amount. timing. 
and character. As a major means of avoiding inJ!ation, taxes 
should draw back promptly into the Treasury a large part 
of the huge funds poured out as war expenditures. T o the 
extent this iJ not done borrowing must lill the gap. 

Beyond this preliminary comment thiJ memorandum will 
not discuss taXation but iJ limited to presenting bcu and 
principles as to the T reasury war borrowing program and 
the place of the bankl in that program. No attempt will be 
made to suggest a specific financing pattern but rather the 
broad principles which underlie detailed methods. 

[ S] 

Regraded Unclassified



hount of B orrowing 
ln the lilcal year 1941 Treasury public 6nandng ~ed 

5~ billion dollan. In the 6Jcal year 1941 th~ amount will be d<* to 19 billion dollan, and present esumatea p~ the 
amount in the ti.scll year 1945 at about. 55~ billion dollan. These estimates are shown in the rollowmg table, bued upon 
the President's budget message of January 4' 

TABLE I 
ucurn-EXPEHDn\Jil!I-PUIUC nNANCING 

(IN MIWONI OP DOLLUI} 

F'..al t'1lcal t'1lcal 
1941 

Actual :!t. II 8<' a:.W.. Toal a:pmc!hum 
t117" s•6~ s8.gt8 (cxdudina dt:bt mlremml) --·-··--.. Tocal ntt re«<pLI . 
7~ II~ .,...,. (.W..Unc oocial o«Un<y 

BIJdcd dddt 5oi0S ·•.esa !544' A44. sovt. COtp.-nt:t our.b)1 ..... - - ...... ··•49 Uto l -941 

Total alb rtqUirti!Wlt& 6,,. to.$51 sa .as. J.ca UUil fu.Dik rudpa-Dt' • .,as t ,tnl 4/164'' 
Net calh requl«=mentl ... , .. ,_ .. , ...... - ......... 4.8&1 .a.s, asA•B Clwl&< .. wh bola ..... +?ol -•s -s 
Tout '"'bile 6ntnd•r·---- ····- 56)5 18,8•8 u.O•s • Jnduda pro~ $7 biUiont fncrtUC In tuo. ••Joel~ propo.cd I• biUioot U:tc:rcuc 1ft toda1 tcaa:.dcy tax.a. 

These figures are staggering compared with anything ever 
done belorc in this country or in any other country and they may have to be revised upward. The largest amount of public financing by the United States in any one year of World 
War I was the 1919 figure of 15!4 billion dollars. 

The estimates of expenditure for the fiJcal year 1945 call lor the devotion or about half of our national productive effort to war, aJ compared with a maxi.mum of about one 
quarter in thclut year of World War 1. 

However, other ruttions have been carrying a burden as great or greater than this in relation to their productive capacity, national income, and financial reaourca. Germany 
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and England are devoting over 6o per cent of their capacities to war, and Canad• approximately 50 per c:mt. Our resources 
or induttry. labor, and wealth are vastly larger and were not fully employed when the war began. thw greatly easing the shift to a war basis. War has found w also with a aound bank· ing position and enormow gold reserves. While the expcndi· 
tures and borrowing contemplated arc huge, they are within 
oorca~~ . We can 6nance thb vast undertUing, but the choice ~ methodl,-the way it it done-will affect directly the efficiency 
of our war effort, the extent to which that effort disorganizes our economic and aocia1 tUUcture, and our capacity to re­
cover prosperity after the war. 

Before discussing the borrowing program it should be noted that iu tit<, as etti.mated above, is dependent on tuch variables 
aJ the actual expenditure, and the amount of taXes collected. 
Table 1 assumes expenditures and the collection of taxes in aooordance with the President's budget mC$$3Se of January 4• 194t. For the avoidance of inflation it is moot desirable that at least these amounu of taXes be raised and that the 
amount of borrowing be kept to a minimum, but for the pur· pose of this memorandum we we the estimates of borrowing 
given by the President. 

Source.t of Fund. 
The problem of inflation has been well summarized by the Secretary of the Treasury: "Our economy today resembles an overloaded steam boiler. The fire under the boiler is being 

fed by billions of additional purchasing power in the hands of the public. The fire is growing hotter and b g"nerating more steam than the boiler can safely hold. lf we are to pre­vent the boiler from bursting, we must damp down the fires 
by diverting spending away from those articles or commodi· ties in which there b a shortage, actual or potential." 

In the application of this principle to war borrowing, the fint rule is that the Treasury should borrow as much as it 
can from the current income of the people which might other· 
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wise be spent. The great danger of inflation ariael &om apend· 
· g power in excess of the amount of gooda available to be m .~:. d' bought, and when the Treasury taps uou spen tog power 
through tall. collectiona or through the sale of government 
aecurities it reduces the inftationa.ry foroea. The sale of war 
bonds through payroll deductiow does ex2etly this. The 
greatest increaJC in purchasing power in this war effort ia 
arising from awelling indwtrial payrolls. To the extent that 
these new funds can be drawn off in taxes and bond pur• 
chaJCS, the danger of inllation will be lessened. 

A JCCond source of funds is idle money in the hands of 
individuals and corporationa. The use of this money is not 
as anti·inftationary as the tapping of cWTent income, but it 
is le$1 positively inllationary than the purchaJC of bonds by 
banks. The use of idle money by the government gives this 
money greater aetivity; the purchase of securities by banu 
tends to create new money, that is, it increases bank deposits. 
Both of these steps are somewhat inflationary, but the second 
is much more so than the finL The finding of idle money, 
however, is the next best thing to tapping current income, 
and it should be sought with all Jl0$Sible diligence. 

The worst way to finance a war (short of greenbacks which 
are unthinkable) is by the Treasury's borrowing at the cen· 
tral bank- the Federal Reserve banks. The reason for this is 
two-fold: first, it adds both to bank deposits and to bank re­
serves and has potentialities for inllationary credit expansion 
several times the amount actually borrowed; and, second, it 
is a far too easy method of borrowing, capable of grave abuse. 
Witnt$1 the experience of Germany and France after the last 
war when borrowing at the central bank became the mecha· 
nism of inflation. 

The underlying principle may be summarized by saying 
that the desirable sources for T reasury borrowing are, in order: 

Fim, and best, from the current income of the people which 
would otherwise be spent; 

Second, from idle money in the hands of non-bank holders; 
Third, from the commercial banU; 
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Fourth, and wont, from the Federal Reserve System. 
It is in the intereat of the banU, the enterpriser, the worker, 

the farmer and everyone else wbo suffers &om the blight of 
inftation that every poMible dollar be borrowed from the lint 
source. 

The following table shows in the lint column actual IOUJ'Oel 
of funds borrowed by the Trcasu.ry through public issues dur· 
ing the fiscal year 1941; and in the second and third columns, 
estimates lor the IUcal year •94•· and projectiON for 194! oo 
the basis of ceru.in a.ssumptiow and the continuance of recent 
trends. 

TABLE II 
D'TlWA"''ED CIIAJ'fCQ IN HOLDlHCS Of' PUBUQ.Y KU.D DIU.CT AHD 
CUAI.AHT'EED DUT IIASED OM (X)HTJHUAHCE. OP UCENT 'I"UHDS 

(IN MI.LUONS OV DOLI.AIU) 
fbcal fbcal Flool 
'IH' 'IH' IIHJ 

Aauol _..., rro)eaed• war .avtz bonds ----- +•409 
r~ r-Tax anti patton noco ..... .-..................... ..,oo ·-luurancc companla ............. _,_ ........... +!: ·~ ·~ Mutual .avlnp ban ... ... Othu (ad. mm1. bulb) _,.. ·- ..... 

S.b<oul ·---------·--- +·-· t'!-400 :t:~::: Coauucrdal banb .................................... 8~54 5~00 

Toul . +u7s +•Uoo +».b •A.~~uma: ~a) wu aavfftp bond aiG at ntc: ot S• bmion a IDOl'llb, the Tft:D. •rf• obJ«tive: (b) tu nocca Ill,. of $ 1 t>nlloft In "'- olrulemptlocu; (<) pu:rchua by other hot.dcn ~cepe c:ommetdal ba-n1u) at the same rate u atimattd ror 19ft: and ~ a ibtion by conuatucial blnb of the b&lanet of the: lncnue In pubUdy · C:m1 dt L 

It will be seen that on the basis of these figures, out of a total 
increase of $5t billions in publicly held debt in the fiscal yean 
1942 and •948· the commercial banks would be called upon to 
take something like $u billions, or over 40 per cenL To the 
extent that sales of war savings bonds and purch;ues by other 
non-commercial banking holden may have been overstated, 
the portion to be taken by the commercial banu, of coune, 
would be even larger. While allowance must be made for a 
wide margin of error in any such estimates and projections, 
the figures are nevertheless weful in giving some idea of the 
magnitude of the problem. 
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Theoc various JOUrc:et of fundi will be discwaed in­
dew I later on. but they ahow in general that war a villi!' bonds 
constitute the major channtl now open for drawing off the 
current income of individuals into the Treasury, though pur­
chas<s by life insurance companies and mutual savingt bank. 
do 10 indirectly, but jult :u effectively. A substantial pan of 
the war bond sales, however, rcpreocots putting idle money to 
work rather than savings from income. 

A rough inspection of these oouroes of fundi shown in 
Table II indicates rather clearly that far toO small a part of 
the total, perhaPs one-third, repreocnts a diversion of current 
income which would othcrwiac be spent. Perhaps two-thirda 
reprcacnt either the use of idle money or the extension of bank 
credit. In fact, unless new methoda and efforts are intro­
duced into the borrowing program, hal( the new money bor­
rowing in the fiscal year 1945 is likely to come from bank 
credit expansion. While the banks are prepared to lend the 
Trc:uury the amounts it needs, not railed elsewhere, it is in 
the national interest that these amounts should be :u small :u 
pouible because of the inftationary effect. 

An additional point should be made here that may -m 
theoretical but is of real importance. Other forms of addi­
tional saving, refraining from spending, are helpful in avoid­
ing inflation :u well :u specific saving through war savings 
bond purchases. Such saving tcndl to offset war spending in 
its effect on prices. Our program should be broad enough to 
recogniu and encourage varied forms of saving. Excessive 
spending is the enemy to be overcome on this front. 

Reaching Current Income -
War Savin!-' Boncls 

The first step in reaching current income is to promote 
vigorously the sale of wor savings bondl and stamps. These 
bonds have back ol them an educational campaign of several 
years' duration and have demonstrated real effectiveness in 
their appeal to the investor. Thus we lonunately come into 
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the war period with a good program already wcll under way. 
This plan like all such plans b:u some weakncaes; something 
more ideal could perhaps be deviled, but no new plan could 
be inaugurated and put into active operation without many 
months' loa of time. The wise course is to use with our utmOtt 
vigor this instrument which we have. The results achieved 
thus far indicate the potentialities for the sale of these bonds. 
But only a beginning b:u been made, and vigoroua sales efforts 
will bring much larger results. The hanks have had a substan­
tial share in the success of this program thus far and have the 
oontacu and machinery to carry it much lunher. 

It should again be noted that only part of the purchases of 
savings bondl have been made out of current income. It may 
be assumed that purchases of F and G bondl represent largely 
the employment of idle balances rather than of new income, 
but on the other hand, that a substantial part of the purchas<s 
of E bondl are out of current income. Sales divided between 
the three types are shown in the following table. 

TABLE Ill 
SAl.U OF SAVlNCS B.()Nl)$, BY MONnU 

(IN MILUO!<S OF DOU..US) 

kriaE kriaP•C T~ 
Ma)', t9f.t ................. ~................. 100.6 
June ............................................ tOt.,S 
July ...... _................................... ••s.s 
Augu:s.t - ·-·-............... ____ 117.1 
Stpc~btt •os .. 
October ..... 
Nowaaba •"9-5 Dccttnber _.,_,_,. _____ , , ••.• 
Ja.nuary, 194.1 ............. ,_., •. _.,,... 067.f 
Februa.ry ...................................... a98.o 
March ............................... -....... SS7A 

T~ t-547-? 

14Q.I 
111.0 
ogO.g 
Of8.o . ., .~ .., .. 
114.0 

t87-5 
393·' 
SO$·• 
uo.s 

·~···· 

,.g .. 
5'4·5 ,.. ... 
~.e ., . ..., ..,..., 
'SS'I! 
s•s.a 

•.oGo.s 
70S·' 

"'" 4.8$U 

It is to be expected that the proponion of sales of E bonds 
will rise :u payroll deduction plans arc more widely adopted, 
and become effective. It is still true, however, that the amounts 
of current income absorbed by these bondl are small compared 
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with the additional income aeated by war activities, largely in 
the fonn ol industrial payroi!J, and available for OOJUumer 
spending. The active promotion of purchase• of these bonds 
out of current income is a first duty of bankers and others 
interated in avoiding destrUctive inflation. 

For the foregoing reason sales efforts up to now ~ve been 
largely Qoncentrated on the E bonds, and properly so. While 
pur~ of Series F and G ~ve b,een substantial for trwt 
funds and large accounts, th.ere has been no vigorous Idling 
campaign for these series. Such a program could now be under· 
taken without confusion or interference with E bond ales, 
and the banu are in the best p<>~ition to do it. It shou.ld bring 
forth sul»taotial subocriptions, not so much out of current 
income, but out of idle balances, and reduce by wt much the 
amount of government borrowing from banb. 

One feature of the war bonds which has caused concern to 
many people is the !act that these bonds are redeemable on 
option ol the holder, thus constituting a Boating debt or d~ 
mand liability for the Treasury which might prove embar· 
rassing. Our experience with this type of obligation is limited. 
The bonds have been carefully designed, however, to discour· 
age redemption, and a large portion is evidently being bought 
with the intention of holding to maturity. There are una void· 
able dangers in any large increase in government debt. The 
question of demand liability is one that should be reviewed 
from time to time as the amount increases. In the meantime 
every elfon should be made both in the sales campaign and 
later to encourage the holding of bonds to maturity. 

O ther W ays of R eaching S avings F und, 
of Individual, 

Further sources of saving~ funds of individuals aside from 
those reached by war saving~ bonds are insurance companies, 
savingt banu, thrift departments of commercial banb, and 
building and loan associations. These agencies provide an 
indirect channel for gathering up saving~ from current in-
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come and making them available for war ~~~e. 
With normal outlets for their funds likely to become more 

restricted under a war economy, insurance companies may 
~ve as much as 1 ~ billion dol !an a year available for the 
purchase of government securities. Insurance companies are 
among the few willing buyers of bonds of long maturity. 
They are more interested in the rate and will take the longest 
bonds olfered. 

As noted earlier, the saving~ banks ~ve been si!eable buyers 
of government securities, but it seems unlike.ly that they can 
be counted upon for much thit year. T he saving~ banu as a 
whole have not been gaining dep<>~its, partly because their 
customers have been buying war saving~ bonds. There is no 
advantage in dep<>~iton withdrawing money from saving~ 
banks to buy war bonds if this resulu in forcing the saving~ 
bank.. tl~emselves to sell some of their own holdings. A recent 
tendency in this direction further emphasizes the desirability 
of directing the campaign for the sale of war bonds primarily 
to the absorption of current income. 

With building reduced, building and loan organizations are 
likely to have funds available for investment in governments. 

The objective is to gather up the newly created income of 
the people through every available channel. In the long run 
it would impair the program if the war bond drive were so 
narrow as to damage such saving~ agenciet as savings bankt, 
building and loan associa.tions, and insurance companies. T o 
avoid this the war saving~ bond publicity program should be 
a coordinated effort recognizing the place of these dilfere.nt 
collecting agencies as media through which large amounu of 
savingt will reach the governmenL 

Tu A.rolleiplllio" Nota. Tax anticipation notes for indi· 
viduals have not produced any substantial amount of money. 
There must be large amounu of funds held by individuals for 
the payment of taxes which might be reached by' some modi6· 
cation of the program. It might be wise, for cxa.mple, to raise 
the limit on the A Series of notes from $ 1,100 to $1o,ooo or 
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more. Since W<payua will return to th~ government a eub­
IWitW pan of inccreat received, the net mterest paid even at 

1 cent would not be brge ~ dcducti~ of.~ The 
po-nt plan furnishes little inoenave for the sndiYldual tax· 
~:. and thete are brge amounts of funds available which 
thould be reached. 

Babro """ Dopo~lwro. In rocent yean thete hal been a 
remarkable increase in bank deposits which is likely to con· 
tinue. To the extent that depositors use these depos~ta for the 
purchase of government securities the amounta wh1ch banka 
themselves must buy are reduced. While withdrawala from 
these deposita may compel adjustments of position for 10me 
banka, deposita for the banka as a whole are not reduced. For 
not only are funds collected by the government fOOD spent and 
thus returned to the banka. but aggrtgate deposits are oenain 
to increase greatly with the expansion of bank investment& in 
govemment~ti~ 

In this procas of the flow of deposits into government bonds 
and the return ftow of funds bad into the banking aystem, 
.ome individual banka and .ome sections of the country will 
looe funds and others will gain. For example, funds have for 
some montlu been flowing out of the money centers and into 
munition·making areas. Only experience can show the amount 
of stresses and strains resulting from this procesa. It seems 
ilkely that this problem can be met without serious difficulty 
by fi.rat providing a larger volume of liquid thort securiti.,, 
such as the ~erti6catea of indebtedness sold in April, which 
an be a means of reserve adjustment between banka; secondly, 
the purcbaae and sale of federal funds between banka; and, 
third, by the intervention of the Federal Reserve banka in 
buying governm<nt ~ties from individual banks or in 
sp<cially aftected areas. This possible dang<r thould ~inly 
not atand in the way of a vigorous wa campaign. 

The bank<r who has been constantly engaged in trying to 

build up his deposits may naturally hesitate to suggest to a 
d<positor th• we of that deposit to buy gov<rnment bonds, 
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especially U brge amounta are involved. To leap this hurdle 
the bank<r will need a aomewhat new point of view- which the 
now situation justifies. He will recogniae that deposita are 
bound to increase in any case, and that the self·int<reat of 
banking is best tcrved by his en~tic cooperation in mcaa­
ures to place u much u poMible of the increased government 
debt in the hands of non·banking holders. Not only is thu in 
the interest of banking, but is equally in the interest of the 
country a: large, both for the reason that bonds placed outalde 
the banking aystem are lesa inflationary than bonds sold to 
the banka, and because the broader the distribution of such 
securities among the people the great<r the likelihood of 
public support for 10und fiocal policies. 

HtNJr<led llloMJ. A furth<r substantW source of funds of 
individuals that remains untapped is hoarded CUl"f'eDty. The 
present amount of money in circulation is about 11 \oi billion 
dollars, u compared Mth around 4\.i billion dollan at the 
peak of the 1919 prosperity. A pan of this is accounted for by 
higher wage rata and larger incomes of low<r income group~ 
not accustomed to having bank account$. A substantial 
amount represents hoarding. It should be possible to devise 
some appeal which would bring forth some of these funds for 
the use of the government. This again is a special problem 
requiring individual analysis. 

In this whole program of reaching current savings and idle 
investment funds it should again be emphasized that the banka 
and investment banken of the country, under the guidance of 
the Federal Reserve banks, constitute, as was demonstrated in 
World War I, the agenciet best qualified to aid the Treasury 
in the distribution of its obligations. 

Reaching Corporation Fund., 
In the past year the Treasury tried succesafully ao experi· 

ment in reachi.ng the current income of corporations, in the 
form of Series B tax anticipation notes. These performed the 
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valuable terVice of bringing overt~ billion doUan into the 
Treasury pcrbapo a yar earlier than ill normal p&YIIIeot in 
wces. Thj, j,, of cowx, an anticipation of future receipt~ 
rather than a new aource of funds. and any future inaeaoe 
depends largely on further rises in corporate income and ill 
r.ax.ation. 

In addition to we reserves many corporatioru hold subs tan. 
tial amounu of cash. Whjle borrowing this is not as useful as 
tapping current inc"o.k otherwise expendable, funds &om 
thu source at least reduce the amount to be borrowed &om 
banu. 

There are differences of opinion as to the amount of cor­
poration cub which might be reached. Industries doing de­
ferue work will need most of their ouh and aome will have to 
borrow. On the other hand, in non-defense industriei inven­
tories will be liquidated and depreciation reiervei and main· 
tena.nce funds cannot be fully emplo)·ed in plant and equip­
ment because of priorities. Without dogmatism as to amounu 
available, they are at least substantial and should be reached. 
In C.nada corporations are heavy buyers of War Loan Bonds 
partly as temporary underwriters and partly to hold. 

Most corporations consider it necessary that securititi which 
they purchase ahould be liquid and not subject to substantial 
Huctuation in price. This means that they are ordinarily in­
terested in obligations with maturities up to two yean, though 
some corporations might go longer than that if they can always 
realit.e on the securities promptly. 

Treasury bills have been sold at such a low yield basis that 
after taxes they are only worthwhile for buyers who have a 
•pedal requirement for them. But whenever the Treasury bill 
rate has gone above ~ per cent, corporations have begun to 
buy. An immediate logical step in reaching corporations 
would be to supply the market with enough bilh and other 
thort maturities so that this market will no longer be starved 
and corporations ean fill their needs. The banu alao need a 
broader market of short term securities to facilitate adjust· 
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menll of polition between banb. The ~tissue ol Treasury 
oer1llicatti it a aound sup in this diuctioo. 

Di.rtribution of M aturitie, 

Another principle to be considered in determining a bor· 
rowing program relates to the distribution of maturitiei of the 
public debt. By June, •948• th.e national debt 4 likely to be 
well over too billion dollars. It 4 desirable that the maturities 
of tlt4 debt should be spread out over a sufficient number of 
years so that the Treasury would not have to refund too large 
an amount in any one year, particularly during the period 
when large amounll of new money have to be ra4ed. Table IV 
oo page 16 thows the d4tributioo of the preient Treasury 
debt in terms of maturities. 

It must be recognized that there is here a conflict in interesL 
AU lenders would like to avoid the risk of fluctuations in the 
market values of holdings, a protection they ordinarily obtain 

. by holding thon maturitiei. On the other band, both &om the 
point of view of the Treasury and because of the elfect on the 
money market, security markets, and the whole economy, it 4 
undesirable for the Treasury to face too large maturitiei in 
nearby years. It is the old problem of a Boating debt which 
proved so disastrous to France after World War I. Th4 con· 
flict of intcren between what moot borrowers want and the 
Treasury's position, 4 always one of the difficult problems for 
Treasury financing. 

Fortunately, the Treasury for some years bas been follow­
ing a policy of selling long term bonds whenever possible with 
the recognition that it was deiirable to leave the nearby years 
reasonably open for financing in an emergency. This policy 
leavei the Treasury mueb more free at this time to meet the 
needs of inveiton than would otherwise be trUe, though it 4 
still desirable to apread out new financing as much as possible 
without taai6cing other objectives, and especially the objee• 
tive of putting the debt into the bands" of investors other than 
banks. 
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General Place of Commercial BanL 
In thia whole program the banb have an important funo-

tion u distributors of securities to investors. Banks are will· 
ingly doing millions of dollars' worth of work in connection 
with the war ~avinga bond campaign for which they receive 
no reimbursemenL Thia iJ in conformity with the practice 
cstabl4hed for many years in tbiJ country by which the banb 
have performed for the T reasury a aubstantial number of free 
aervices in connection with Treasury fiii.Uicing operationa. 

Bankers u individual$ are abo accepting a large measure of 
responsibility for their community organizations to sell war 
bonds. Their special knowledge of the problerru and prin· 
ciplea of war finance, u well as of local conditions, qualify 
them for th.is leadenhip. 

Hitherto the banks bave ac.ted, in a sense although not 
technically. as underwriters of govef!UOent security issues, 
pretty much regardleu of matttrity. Their subscriptions bave 
insured the initial sale of every issue and they bave later <fit. 
cributed over a period a considerable amount of the securities 
so purchased to investors and irutirutions. For some years these 
undertaking~ bave been attractive because of the market's 
reception of •paced new offeringa and the rising trend of bond 
prices. 

In approaching the expanded program of borrowing for 
war, bank policy in this connection should be reexamined. To 
a greater extent than heretofore, bond offeringa will be 
directed to special needs of groups of investon and institu· 
tiona. It iJ probable that hanks will not be expected to perform 
an underwriting function in support of issues bearing longer 
maturities than th~ range considered suitable for their own 
inveatmenL Within that range, how~ver, their responsibility 
will be continued and ev~n increased. 

Bank' Own Purcha,e! 
In the fiscal year ended June 50, 1941, boldinga of govem· 

mcnt securities by commercial hanks were inaeased by 5\oi 
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billion dollars. In the current fiscal year this inaeue ia likely 
to be over 5 billion dollus, and in the litc:al year '945 it mal' 
be three times or more that amount unleaa purch:ues by other 
buyen are very largely increased. 

Table Via designed to show the effect of any such large addi. 
tional purchases on the general condition of the banks. The 
data wed are for member banlts only, for which recent reports 
are available, and the table assumes (or illustrative purposes 
the changes in government security holdings indicated in 
Table II ; that bank ICXlns and holdings of securities other than 
governments will remain practically stable in '945· and banJr. 
deposits will increase along with holdings of government 
securities, except to the extent that money in circulation 
increases. 

TABLE V 
U"Jo'f.CT OP OOVERNMtHT SLCUIUTY PUitCHAU& ON ALL NE.YBEJt 

aANU. ASSUMING PUitCHASES .U INDICATED IN TA.IL& 1J 
(IH OILLJONS OF DOLLA&S) 

Juncso D«.sa juncso juneso 
1941 1941 •94• 194.5 

TOTAL LOANS & INVESTMENTS: 
Loaw ...... ~----·-·-... -· .. --···-···-- 1&.7 
Coftrnm.mb -----·-·-- 18.1 Otbn lnYatmm &.8 

18,& 
.. .a .... 

Total ..... A .... _. .. 7 I th ./) UABIUTII!$: .,.... ~~ • . 
~lu -·----.. --.--..................... sS.s lh.7 Oot-t.o• ,&.a• • 

CA~r~~t ~Ut'os-RATiOi:'"'''""'''' .. ''' 5'8 J.g 0 e .. 
To O.poolu ·-··-·-·--···--·-- 9-9~ 9-6~ !»% 8.1% To l..oant It lova~"----- •+S~ •s-6% tt.?% U).l~ 

•AJJowt ror lnaa:ae of ' ' ·' bfll5on m 1!DOGeJ' i.D drcubtioo Dec. a•. ,94, to ! ... ,.,1 .... 
•AIJowt for lntteuc of $•.6 bhliom In IDODCJ" In draJladoo JWr•· •w to ]nne SO· I ItS· 

Cun-mcy lnctt:m in both <:Uet calmlated at annual 'nte indicated for country abown In April • bank atattment, ruluoed by •$% to apply to member banta. · 

It ha.s been assumed in Table Vas a working hypothesis that 
the Federal Resave System would maintain adequate bank 
~es by open market operations or by reducing reserve 
r~UJremen~ .. Thus the bank$ would be constantly supplied 
w1th tile ~dd1uonal reserves needed to finance the expansion 
of loans, mvestments, and deposits required in this program. 
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b l•fl rio•..,. T.....L A lim obaervation from tbex facu 
;. that they in.dicate a' highly inllationary tendency. They .tlow 
an increase of about 15 per cent in bank depo~iu and an even 
larger percentage inaease in total loam and investments from 
December !'• 1941 to June 50, '945• a period of 18 montba. 
and the war may la.st yean beyond that time. With such a 
huge addition to purchasing power at a time of great aaivity, 
the maintenance of stable prices would be moot difficult. 
Added to the actual increase in bank deposits is the expectancy 
of an increased rate of turnover of existing deposits. Even if 
inflationary effects were resisted in the war period, polt·wu 
stability would be endangered. 

A first ~onclusion is that ways must be found to finance the 
war more largely from taxes and from bond sales to the people. 
A second conclusion is that each bank mun be prepared to 
take into its own portfolio its fair share of the bonds which the 
banking system will iuelf be caJJed upon to aboorb. 

Capil4l Po1illon ond c...,.,,.....,,., Boltllnf•• It will be seen 
that under conditions assumed in the foregoing table the 
ratioo of bank capital to depo~its and to loam and investments 
would be considerably reduced. There does not .eem to be 
any reasonable way by which capital oould be increaaed u 
rapidly as government security holdings, since the banks must 
be expected to pay their share of the added tax bill. The table, 
therefore, assumes that bank capital will only increase at 
slightly more than the rate of the last two or three yean, 
namely, about 100 million dollus a year. Tbia will be ru. 
cul&ed later. 

However, since the increue in the asseu of the banks ia 
likely to be mainly if not wholly in cash and in government 
securities, their ultimate .oundness ia not seriowly impaired 
by even the changes contemplated above .. Tbe principal imme· 
diate question aside from inflationary dangen is with respect 
to fluctuations in market value of the securities and possible 
loss in case the.e aecurities should have to be liquidated. 

It is difficult now to anticipate c:ircumslances under which 
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1uch liquidation would be neceaary in imponant volume. 
The Fedenl Reserve Synem ia ready lO discount notes aecured 
by governments at their par value and it may safely be'uaumed 
that this practice will continue during the war period. More· 
over, the TreaJury and the Federal Reserve System have ample 
power to keep the banks 1uppUed with eaJh; so that there need 
be no occasion in the banking aystem aJ a whole for liquids. 
tion of aecurities. It ia to be expected that the TreaJury and 
the reserve aystem would be active in attempting lO avoid 
aevere Ouctuationa in the markeL 

Nevertheless. since conditiona change npidly and unf~ 
-n post·war condition• willaucceed the war, and much of the 
war-created debt wiU be outstanding for yean to come, it seemt 
unwise to take for granted that the Treasury and the central 
bank can underwrite fully and indefinitely againn such Buc­
tuations. One proposal, therefore. to safeguard this situation 
it that the securities offered the banks should be wholly of very 
short maturities of perhaps one to five yean and hence subject 
to only modest Ouauationa even with a considenble change 
in the markeL The difficulty with this proposal is that under 
it the Tre..ury would have a huge Boating debt which has 
to be renewed embarrassingly often, at the tame time that large 
additional iasues for new money are being Boated. 

A more realistic suggestion would be the sale to the banks 
of maturities ranging from one year to about ten years. This 
would have the effect of spreading out Treasury maturities 
and would give the banks well dinributed portfolios with a 
fair yield and some market outside the bank5. With obUga· 
tions up lO teo years and an average maturiry of less than five 
years the banks would not be exposed lO serious Buctuationa 
in values. 

l..urot IIGt& -.l IAe Muut. The foregoing shows the 
need for financing the war on a fairly neady level of interest 
rates. Serious ftuctuationa in ratea would cause concern and 
interfere with the maintenance of a broad and active market 
~hi~~ is necessary as a meam for effecting adjustments betwee~ 
rndoVtdual banks and other lmtitutiona and taking care of the 
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ftow of funds through the market incident to the enormous 
transactiom of the war period. The Treasury, moreover, would 
be handicapped in iu financing program if aucceeding isauea 
of bonds appeared at sharply ri1ing interest ratea. loveaton 
would be tempted to wait for better ratea. Such a te.ndeney 
would be natural in view of the fact that the preaent interest 
ratea are the lowest in the hiatory of thia or any other country. 

The experience of England and Canada, however, has 
shown that it has been pouible lO finance their war effort at 
fairly ateady rates. For thia purpolt the fundamental necessity 
ia the general uodentanding on the part of the market, the 
banks, and the govemme.nt that rates will be maintained at a 
fairly steady level within a moderate range of 6uctuations. To 
attempt to peg a rate firmly would defeat the purpose for it 
would take away freedom of trading in the market, which il 
essential both to confidence and to the usefulness of the mar­
ket for adjustmenu between investon and institutions. 

For the maintenance of a broad and dependable market for 
government aecurities, the prime n.ecessity ia cooperative un· 
dentanding between the Tre>Jury and the Federal Reserve 
System on the one hand, the banb and other buyers on the 
other. 

R ... ,.,. Pooltlon. Closely related to the questi.on of the 
maintenance of steady intere~tntes is the reserve position of 
the banks. For a number of ye.ars the banks have held huge 
amounts of excess reserves and thil excess has been largely 
rt~ponsible for a conti.nuous decUne in interest rates. It has 
made T Yeasury financing very easy, for as rates fell, bank earn· 
inga fell a.lso, and the bank5 were under pressure lO use cxcea 
fundi to buy more government ICCUrities. 

Now thia 1ituati.on needlto be reexamined for it is necessary 
thatiCCUritiea be diatributed widely among inveaton and the 
banb take only what cannot be sold to others. The banb 
ought to have less inducement lO invest; others should have 
more. This object would probably be achieved more eaJily if 
excess reserves declined somewhat. But they should not be 
allowed to decre31e enough to place pressure on the market. 
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The current increue in depoJiu together with CUrTency 
withdrawah will normally lead lO eome decreue in exc .. 
r<SttVts. It may be usumed, however, that the Federal Reserve 
System and the Treasury will provide for aufficient exc.. 
reaerves lO maintain internt rates within their r«mt general 

• 
range. Such appro,.imate stabilization of ratea ahould not be 
impouible to attain under somewhat amaller eJ<Ceaa reaerves, 
especially if we usume, lint, some rediatribution of reaerves u 
between bani<., resulting &om a larger aupply of abo.-. ·~' "Y- -
Jeeurities in t11e market, and second, mutual cooperation with 
respect to the market between the Treasury and the reserve 
aystem, and the banu. 

However, it is clearly impossible lO be dogmatic as lO the 
moot desirable amount of occesa reservea. ~t mUst be 
worked out &om experience, having in mind, however, the 
desirability of selling the maximum amount of governmem 
securities to investors other than banu. 

8oAic Capitol and Earnlnf•· The recent history of the banu 
with respect to their capital and earnings is ahown in the 
diagram on page 15 for member banks. 

Thesecbta may be summarized by saying that in the period 
from 1919 through 1955 the banks absorbed very large IOIJes 
so that their capital funds were reduced by about 1,750 million 
dollan, or t6 per cent. Since that time they have restored out 
of earnings and recoveries about half of this loss, but their 
capital funds, even including about 500 million dollars of 
R.F.C. contributed funds, are still 11 per cent less than in 
•9•9· and their loans and investments •7 per cent larger. Their 
earnings in this recent period have not been aufficient to build 
their capital as rapidly as their asseu and liabilities have in· 
creased. Neither their earnings nor their earning prospecu 
~ave been good enough to enable them to sell additional cap­
'':'1. stock to the market. The typical b•nk has been paying 
diVId~nds equal only to about 5 per cent of iu capital funds. 
So thas emergency linda the banu with clean asseu but with 
rtduced capital. 
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AJ indicaud above, thu capital, takin3 the buWng l)'ltem 
u a whole, it probably tufficient for the need, but in order to 
maintain unquestioned public confi~nce in the face of great 
increuea in IIICtS and liabilities some funher steady increaae 
in capital aeems desirable. With the increue in aecurity hold­
ings. increased earnings a.re normally to be expeCted, and it u 
important that enough of these earnings remain in the banla 
after taxation to allow a moderate but steady increase in cap­
ital funds. Similarly it would seem a wise policy for the banh 
thenuelves to strengthen their positions by a thoroughly con­
servative policy as to building up reserves and as to the pay­
ment of dividends. Thu u not a long krill solution but ade­
quate for the present emergency. 

A Critical Year and T ..,). 
TbU report has dealt with many technical questions. It 

should close with a broader outlook. 
These are days of diJappointrnent and regret.-regret that 

our preparations for war have been so tardy and so inadequate. 
AJ in France and in England, so it bas been with u• in the 
Philippines, at Pearl Harbor, and on the high seas. Our tin 
bas been "the unlit lamp and the ungirt loin." We have done 
too little, too late. 

Wars are not won by armies and production alone. They are 
fought also in the area of finance; for bad finance may mean 
inlb_tion a~d disorder, which in their tum delay production 
a.t YJ~ potnll where a w~k or even a day's difference in de· 
hvenes of guns and ships might lose a battle or a campaign. 
. T~y there is growing recognition that in the fight against 
;?Rauon and econo_nUc disorder there iJ danger of doing too 
tule, t~ !~te. ln thu area the banker shares with government, 

responstbthty for an orderly financial program. Bonds must 
~ ~ld ouuide of the banks. The people who should buy them 
hve m our neighborhoods. Many of them have money in our 
ban~. We see them constantly. They consult w and respect 
our JUdgment on financial questions. The bankers in eaclt 
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neighborhood are the people tpecially qualified to lead the 
way in aelliQg bonda to the public. 

Bankcn have not negleCted thiJ problem. They were already 
bard at work on it before Pearl Harbor and have had a large 
abaTe in the auocesses so far achieved. But if the findings of 
thiJ report are correCt our work has only just begun. To do 
a useful job in thu war we do not have to ~t into uniform 
or go to Washington. Each one of us has a task right at home 
demanding hit full energy. 

Summary 
1. The present budget program calls for public financing of 

$ t8,8oo,ooo,ooo in fiscal tg~t and $~5.6oo,ooo,ooo in fiscal 
'~S· Still ~ aums may follow. 

•· The way thiJ huge aum it railed will in8uence our whole 
ec;onomic and social struCture. 

5· To help avoid damaging loBation the greatest part of thiJ 
sum should be borrowed &om the current income of people 
who would otherwise spend it,-and next best &om funds 
DOW idle. 

4· Banh and bankcn are offered the opportunity of ..Wting 
the TTeasury in the sale of war savings bonds and other 
government aec;urities to investon, of acting in effea u 
underwriters of government wues, and providing them· 
selves what additional funds may be required by the 
Treasury, all with the aupport of the Federal Reserve Sys­
tem acting only as the lender of last resort. 

5· Even with the best efforts to place securities with other 
investon, the Treasury's needs will require a large increase 
in bank holdings. Each bank must be ready to take its fair 
share of these aec;urities. 

6. To avoid disturbed rnarkeu and uncertainties a fairly 
lteady level of interest ntes is desinble, and it can be main· 
tained with the coopentive effort of the banks, the Treu­
ury, and the Federal Reserve System. 

7· T he aale of government securities to investon other than 
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t.nu might be mcouraged il excaa bank raervea .._ 
allowed to dccreax oom~~t as depoaita expand. A lmaller 
amount tbould be adequate to maintain ~ble lia­
bility or money rates. 

8. During thu period banu cannot expect to maintain u high 
a pi tal ntioo u in the past nor doea tbU appear to be necea. 
aary u long u their exparuion of asaets u mainly in cub 
and government securities. Banb should be allowed to 
earn enough, however, to increue their capital at a mod. 
crate rate. 

g. In the fight against inflation the banker, by vi.rtue of his 
pooition in the community, has a special task at hu own 
doontep in selling bonds to investon. He shares responsi­
bility with government to ace that in tbU area there u no 
repetition of "too little" and "too late." 
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TO 

TREASURY DEPARTMENT 

INTER O FFICE COMMUNICATION . 

in prices nnd yields of Government 

All sec tors of the market have lost ground. during 
t .• ~ ... :~st week, nl.tilough eli,;:ht reco•terlea were shown 
;·cst~rday . ~oth partially t ax- exe.J:pt bend s and taxable 

•t ~~owed C?proxlcately eioi lar losses but wholly 
t_. - exe:;:pt notes decl i ned less than t axable notes . The 
lccllnes in taxable bonds during the week r r.l)eed frotn 
,;~: i n t he case of the 2 ' e or 1951- 55 to 12/32 i n the 
caee or the 2 1 s of 194S- 50. The 2-l/21 e or 1967- 72 
·1ecl1ned by 6/32. The declines in the taxable notes 
>~•re ::tuch s m!l.ller r unni ng f rc.-n one to 4-/32. 

94 

All taxable bonds and notes ere n01> bel ow the March 19 
~rloes . As a result , a compari son or the yi elds of t axable 
~-oriln c.nd notes on J.!erch 19 and aa or last night 1 s close 
~howe the level of yields has inoreo.sed , particularly in 
tho c ase of short- ter m securiti es. 

The a verage re t e on this week ' s issue of Treasury 
'ills increased again forth~ fifth successive week. The 
avPra~ r a te this wee~ was . 34- percent as cOtn?ared to tr~ 
recent low of . 20 oercent in the c ase of the issue of 
~:arch !!': . Certlt icates of indebtedness lost ground du r ing 
· t~ oas t week, the quoted yield rising rrotn . ij4 percent 
lc.at Thursday to . 4-8 percent early t bie week , where it 
stood at lnst ni~ht ' s close . 

During the week ended last night , the Federal Open 
:!tlrket Account purchased $6S tnllllone of Treasury s ecurities , 
or •'hich $4-9 millions conslRted of bills . The other 
-:>urchaees consisted of t a--.:able bon de includ 1ne; $b . 5 
millions of the 2- l /2 1 s of 1967-72. No sales were made 
by the Account during the week. 
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Pr1Go and Yield Chan~• 

ltal'<lb 19, 194:! 
ot Un i ted State• Seourltlea 
to Apr11 }0, 19~2 

PrlO.II l'lt14a 
Seourlt1 l!arob 19, -'Prll }0, l!arob 19, Apr11 }0, 

19112 19112 ChAnge 19112 19112 0~ 

a re 

! U lo 
~Nl-1 r n 1.-t1 l.a1t 1uu.e . 20 . }4 +.14 

co"t1f~cntof/ 142 1/2',. 1 1 .Ill 
'!al'o.blo ::otos 

100, 06 -.o6 ,w-m~~ 100,12 ·'l · ~' +,16 
99. }1 99 . 22 -.09 .7 • g _ • .12 ~/4 12/15/~ 99 . 21 99 . 09 -. 12 • glf 1:6F +.11 

1 )/1')/ ' 99 . 29 99 . 21 ... oa 1. 02 +. 07 

tn,..nbl t Do'1f 
-.16 1 . 67 ~· 1: 5/ lit-50 101. 28 101,12 1. 75 •. oe 

: /15/ 49- 51 101,04 100. 2) -,1) 1. St 1, 8~ +. 06 z 12/15/51-5~ 100, 12 100, 10 -. 02 1. 9 1. 9 .00 
~-1/2 t/15/~2-5 10}.~ 10).17 -.o6 2. 09 2.10 +.01 
2-1/- /15/~-55 101. 100. ll - . 07 2. 12 2 .1~ +, 02 
2- l/2 )/1~~ 10}. 05 102. -. 1~ 2 . 24 2. 28 +.o4 
2- l/2 9/1 o7- 2 100. 27 100. 21 - .oo 2. 46 2. 47 •.01 • 

-:r.oll., ':'ax-ex ~ t J:otee 
101. 011 100. Z6 ~,,.. 2/~2· -~/~2" ----z;; -.10 

1-~/~ 1 /1 /42 101. 11 101, 01 -.10 / }2• • 0 - /i2" 
1- / 8 6/15/4~ 101. 04 100. 29 -.07 , 22 

~~ 
•• 0 

1 9/15/4 101.0l 100. 28 -.07 , 26 +.10 
1-l/~ 12/1~/tt.a 101. 1 101,06 -.10 , 26 

··~ 1 101. 10 101. 04 -.o6 . )4 •• :U"- g~~t~ 100. 2l 100. 2} - . o4 . )7 • ~1 +.0~ 
1 9/1 / 114 101. 1 101.10 -.o6 · 49 .~ +,0~ }/ 4 J/1 /115 101.00 100. 29 -.OJ • 1 . 4} +,0 

-.14 . 41 104. 21 10}. 07 :~ +.09 
10 . o6 104.2~ -.1~ · ~7 + .• 11 
105. o6 10 . 2 -.1 • 2 , 81 +.09 
108. 11 108,0 -.09 . 91 . ss -.OJ 
106. o6 105.~ -.09 . 9lf . 94 +,0~ 105. 28 105.1 -.11 . 90 . 9 +,0 

t~~~:t~ 110, 08 10¥. 29 -.11 1. 11 1.1£ +.02 
107, 28 10 . 19 -.09 1 .09 1 .1 +.02 

6/15/116-49 108, 08 1011,00 -.oa 1,1J 1.1} .oo 
10/15/47- 52 n-.20 11~.12 -.08 ~. JJ 1.~ -.01 
12/1~~7 1oil. 23 10 . 21 -.02 1.15 1 . 4 -.01 
J/1 /118-51 107. 28 107. 22 -.o6 1,)8 1.}8 , 00 

2-l/2 9/1~/4t 10!,07 104. 02 -.05 1.}:; 1. r •.01 
~ 12/1 /l!a-50 10 . 21 10 .u -.OJ 1 . 28 1 . 8 ,00 
}-1/8 12/15/49-52 110. 22 ll0. 2lf +.02 1 . 65 1 . 2 -.OJ 
2-1/2 12/15/49-~} 106,16 106. 1} -.0~ 1.60 1.~ .oo 
2-1/2 ~/15/50-52 106 , 20 106. 1z -.0 1. 66 1. 6 .oo 
2-}/4 /15/ 51-54 108,18 108.1 - . 02 1, 74 1. 7lt- . 00 

~-1/lt- 9/1~/51-55 110.20 110. 1l -.OJ 1.76 1,78 .oo 
1~/1 /51-5) 104. 29 104. 2 -.OJ 1. zo u~ +. 01 

2 
6~~§~~t~ 104,10 104. 1~ +,OJ 1. g -. 02 

2-1/li- 10 , 28 10 . 2 -.01 1.80 1.80 .oo 
2-7/S 

J/T G.: 
110,00 109. 28 -.04 2. 00 2. 00 , 00 

2-rlt- ~~~ ~~~j 109. 10 109.02 -.oa 2,01 2 ,02 +,01 
2- /4 109. 12 109.09 -,OJ 2, 07 2. 07 .oo 
2- '"' 

12/l /00-65 110, 00 109 . 25 -.07 2 ,10 2.11 +,0 1 

freaeurr bepar~nt, Di•ie1on of Riaearoh and !tatletloe • l prll jO, 1942. 
• txo••• ot price onr z.ero J1el4. 
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Secret S.rYice ..,. curled to lhite llouae 

1;00 P·•·• S-1-42 
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WAYl-1941 

I 4oa1 \ th1At the attaehet let ter of ! prll 21 

ot S.orttU'1 Joa .. req\llree &IIJ replJ. 

lh1a i e the alt .. tloa aa 1 UAcleretaa4 it. 

lloaald ~tlaoa wrate Searetary Jtau aa lprll 22 (eon 

ot 1lh1ah latter h abt attaehaa } to tbe etfatt that 

Vehua Pluat C.rpoNtlM rather tbUI TrtU11117 a booaU 

bear t he rlak ot leaa inYolncl 1a the 11M ot the tPM 

alhtr atoeia 1n ita plaata u a awtltute tor eopi)U• 

Lonald. l!elaon tdla ae U;at. a.ftar C.blut laat ~'r1dar 

(lprll 2' ) :ietrtt&rJ Joa .. h.>W 4 J OU blaoa 11 letter 

ot lprll 22 ~· JOU tel4 bla to 

with l"ebea'a letter and 1nc11eatedTOI.Ir appronl ltJ 

enaoral.aa •o.l . r.o.&..• aa the battoll ot the letter. 

ftda a ppt.I'Ut17 eat t h 4 tb• Mtter M t ar aa 

~-eoretary Joua 1a aoutruacl aa we are pNtttcU..~~<; witb 

*h• ooatNet along t ht 11n .. 1nc11eated 1n !Iebon'• letter. 
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TO 

TREASURY DEPARTMENT 

INTIIIt OI'FICII COMNUNICATION 

Secretary Korgenthau 

Ur. Fol.7 

The question Lis arisen aa to whether there 

101. 

i a authoritr to aupply the ailTer aarket with approx­

imatelr liTe Dillion ounoea ot •tree ailTer• held b7 
the uinta and olauitied u •snTer Ordinarr•, in order 

to alleTiate the present aeTere shortage. 

Part ot the ailTer under consideration wae ac­

quired i n deposita of gold, and part waa purchased aa 

bullion tor coinage. u.s.c., title 81, aeoa. 327, 828, 

860, S62. There appeara to be no atatutorr limitation 

on the uae whioh can be ~~&de of thla trpe ot ailnr. 

Section 4 of the SilTer Purchase ~ct of 1934 (48 Stat. 

1178, u.s . c., title 31, aeo. 784b) authorising tha aale 

ot ailnr under certain oiro11111tanoea whioh are not now 

in exiatence, applies oolT in connection with the sale 

ot ailTer acquired undar that ~ct. Section 2 of the 

SilTer Purohaae Act of 1934 proTldea aa tollowa: 

•It ia hereU,r declared to .be the policr 
ot the United Statea that the proportion ot 
ailTer to r.ld in the aonetarr atooka ot the 
United Sta u ahould be inoreued, with tha 
ultt.ate objeotiTe ot haTing and .aintaining, 
one fourth ot the 110netarr Talue of IUoh atooka 
in ailTar. • 
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It ia apparent that thia prorllion b aenlJ a dnlaration 

ot po1ioy and not a liDdtation on powers which were exer­

oised prior to 1934 with reepeot to ai1Ter held in the 

Treasury. 

Before the passage of the SilTer Purchaee i ot 

ot 1934 it wae the praotioe of the adnte to furniah ailTer 

out of •snnr Orclinaey• tor aed&la atruok for GoTil'IIIWlt 

agenoiea. ShortlJ attar the paaaage of that iot thia prac­

tice waa discontinued, apparently on the aasuaption that 

section ' of the SilTer Purchase i ot prohibited aueh sales, 

but in 1940 it waa pointed out that this assumption was 

erroneous and the practice waa resumed. Since the authori­

ty to sell •snnr Ordinary• existed prior to June 19, 1934 

and the proTiliona of the Silver Purohaae Act are not in­

oonaiatent therewith, it ia rq opinion that auch authori ty 

etill exists and -1 be exerched wit.h reapect t o all or 

any part of thia type of ailnr. 

The total UDunt of •snnr Ordin&l')'" now owned 

by the United State• ia ,,957,025.61 ounces which is carried 

on the Dai1T Statament at ita average ooet price of , 8.88 

oenta per ounce. Should all of thia ailnr be IOld on the 

open IU.l'ket at the prevailing price of 85.875 cents pe.r 

ounce, a net lou of al.Jioet 8 oenta per ounce WQuld result. 
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There ia no appropriation act wbiGh would authoriae auch 
an e:rpanditure. Howner, the nlue at which thie ailTer 
is carried ie determined br aTeraging the prioea at which 
ita component parte were purchaeed, and since there are 
approxilatelr 1,300,000 ounoea whioh were purchaaed at 
pricea lower than the preaent market price, the Treaaurr 
would auf!er no lou should thia latter portion be sola 
at the pren.iling rate. Should it be found neceuary: to 
diapoae of a larger a110unt than that which could be sold 
without the Treaaur, suffering a loaa, an arrangaaent aight 
be worked out with the Ketala Reae~e Companr. That Comp&n1 
could place ailTer on ita liat of critical and strategic 
materials, purchase the ailTer under consideration at 43.83 
cents per ounce, and aell it to induatrial uaera at the pre­
Tailing price, thua absorbing the exceaa coat of an t.portant 
material in ordar to ulce it anilable for the production 
ot articles and coDDDditiea essential to the war effort. 

In Tiew of the atat ... nt of polior in aection 2 
of the SilTer Puroh&ae Act with respect to ailTer in the 
monetary: atooka, I feel that it would be win to preaent 
thia plan to the Special Silnr Co8ittee of the Senate 

!or ita apprOTal. 

. 
• 
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MaJ 1, 1~ 

ry dear l.!r. HlJlckleTI 

'teftreDOe h aade to 70v letter o! .t.prll 28, 
1942, oonoernl~ag the pro•-llt of oo-rolal Mtor 
vehlolu tor the Coaat ud Geodetio SVYIJ u4 the 
Chll brOAautica .t.dahhtr&tlOA b7 the i'PMUPeMDt 
DlTlal oo of this Depart.aat. 

Ttw pol1o7 ot oonaolldatlnr purehuu of •J .. 
ltna ot auppl7 and equlpMnt la the PrOOUNMnt DiTl­
alon .. , establllhed at the raqueat of and in oonjuno• 
tlon with the Dhillon of PurchaMa! Oftlca of Prodqo­
tlon J./Au.ge-t. (£e ot the objeot na ot thb pollo7 
l a tbe aToldanoe of o~tlllou tor auppllea &ud 
equl.-eDt aaOAg the Tarloua aguolu ot the Cover-nt 
b7 ohauellai.JIC 111111tlal requlre•nta tbrouth oert&i.a 
e.guolea ot the Conl'llMnt. The Proour•ent Dhhl• 
... Hlechd aa the agenO)' to handle OIPtaiD piii'OhaH 
tranaactlona tar all ot t~ exeoutlYB dapsrt~nta and 
&genolu 'Ill th the exception ot the .;e.r and il'a"J Depart­
•nh, tbe l:arlllt Corp• and the Jiarlthw Comlu ioa, 
pura~~&nt to a~~ thor it;, gra:1hd b7 heouU ve Orear Gl66. 
dated JUDe 10, l SSS. 

It ia Pealiaeci that clela.J Wll eDOOUDtered dur• 
l!li the period &en the p:oooodur11 fflf' oarrylng thia 
pollc1 into etteot .. re being formulated. r.ow.Ter, 
alnoe thla p!"Ocedure wu utabllabed, •• han been able 
to render prllApt nd eftlohnt Hrvi oe in tu proollJ'I­
~~~ent ot equlpunt. ill raqu111t1ona recalvad alnoo 
April 1, 19(2 haTW beta cleared without dalaJ. 

Regraded Unclassified



- 2-

It 1a a11u.cl that the oe~~~parl- of prl"• 
•ntloucl ill tho folll'tb paragraph ot 70V attar 1a 
buocl on prlooa foi'Mrlf palcl to .uutaoturera. Unur 
preaeot ooaclltlona, ailloo the .. nutaoture of oa..orolal 
aotor nbloaa baa bean toral.natocl b7 orclor of tba War 
?roduotloo Boarcl oxoopt tor apooi ol orclora, it haa beoo 
aeonOOJ')' iD ao• ouoa to proouro Yobiolu troa 
dealera• atooka. Tiqulpaoot purohuod troa cloalera nor­
aallf oarrioa higbor priooa than t hoao palcl to aanu­
tacturora. 

Due t o tb.eao facta and to tho toot that the 
granting of no:~ptl 001 would aerioual7 atfoot tho abOYo 
atated pollcr lo both t hla oftloo and the War Produc­
tion Board, it 1a felt that UOilptiODI ahould Dot be 
granted. 

Sinoorolr roura, 

Socretarr ot tho Tr•••urr 

Tho Honorable 
Tbl laalatant SoorotarJ of Co ... rol 
Walhington, D. c. 
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Tilt loJt W1lo ltttp 'Z& ll9W'D , • , • • N.., Ropub/Jo I 
Tht Allluln1 Hr. Crippt• . • , . . . , • Co/1/er'• 6 
SJ1D .. tbJ la What You Ma.b It "Our Ninot 'tettdom. " tO 
Detroltt MUUon Mu ArMtl&l , , , . . . . . . 'orbM IJ 
Cllurcb of tb.e PenlttDt Thltf , Baltimore Sunthy Sun 10 
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That's How They Got Nucky Johnson 

By 

]a<Jt. Al•nnd<r 

w •• tf .,eott or the u.s. Duruu of lnttnUII Rev-tnue 
condu.dtd tbdr am.Un1 fi¥e•yNr lnv•dt:atlOII ol rukell 
fn Atl•ntks City, they •lllllDltrlud tbtl .. fi• di11.p In a de .. 
taUed report to ~tary ol tbe: lNMury M~pnth•u aad 
Cocua.:iMiooo«- ollotem.al Rrnnue UtlvM.n.,. 

n-.cto Elm« L h•r· Chid ol tb< -n._, !Hput • 
..nt'a latelliroce lhlit, t.Wt ~nll•l rtp01rt •• ......&. 
auilabk to 'llae R~..ta·. Dipt, and tufllllhd th. l.eta 
lor .. YwMie • tory ol val• aad poitk•l comrpdoe ....... 
oc.ba-wMc cauld DOC ... ., ..... erol4,. 

I
" •936, Enoch L Jobruoa ...., 
slttins ~tty. He had been Re­
publican boss or south<m N.­

Jency ror d<ades and hi$ corutilu• 
cnts. tome" admiringly. some despair­
ingly, AMi nobody wou1d ever ''get" 
Nucky; he W3S too powerful. 

Atlantic C.ty was the jewel of hit 
domain. Visitors on holiday arc its 
chief mc.1ns of livelihood, and even 
it.s staid citizens agteed thar any 
tainc of puritanism would painfully 
shrivellhecrowthon the Boardw.dk. 

()\nd so Nucky ran the place wide 
open. There were r-·o big bwinc:ssd 
in Atne:ria's most f:amous reson-
1he ho1cls and the ...:kelS. The rock· 
eiS were the bi~r. The Board· 
..-.lk hotcb were in the red and 
10 or •4 banks hod Wled, bul pm· 
hling. the red liglu district and mino< 
rackets gi'"CIIJ::Sed $to.ooo.ooo a year. 

or thls, bso.- a year weot to 
Nu<ky. Evuy cop held his job 
throulh Johoson. He personally 
picked the coun<y board and the 
Judges. The sheriff who ~pcrviscd 

the chocKing or ju<y poncls .... hi$ 
brolher AI. Enoch L. Johnson 
.Sooner Cubs in every prtcinct 
delivered half chc county's votes; 
in a ~Mh, he coukl aJWJys swing an 
clccuon with Boaters. 

It was a pc.rfect serup. 
No pubhc r();L(i or building con­

tract could be let wit hom first seeing 
that Nucky was taken c:.are of. Not 
a horsc:•ncc bc.uing room, brothel, 
gambling casino, num~rs banker 
or JXUY racketeer could operate 
without "cutting in .. the boss. In 
m:aanhude <hose roekcu, daily shalt· 
ing down t'tn1 of thous:tnd$ of citi­
zcJU and visiton to the &mous 
oeasbore •-•· eompared !avorobly 
wilh ~or AI Capon< in tm prim< • 

Teebnically. <be Atlantic Ci<y 
system •"'&S 1 beautiful thing to 
behold. There ... .., oooe or the 
bloodstains <hat blotch mo<t rack« 
br>docopcs. RackCleer> shoo< ooly 
when outJidcn try to .. musc.lc in," 
or when they get into competition 
with each other. In ALI.tnlic Ci<y. 
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il a New Y otk or Cl>icago racketeer 
l<t up a catino or bonlcllo. tb< loa1 
lads ""'"'Y complained to tb< police 
vice ~quad, wtUda drove tJx intef'" 
lopcn O<lt o( town. And then: ..... 00 

wuecmly comp<tition. Wbco the 
numbm""'" mned an undigni6od 
cut·rate ...,.in •935• Jolwanquickly 
cooed down. He made: than set up 
a coiSpendve syodicate with a cen· 
tral oC!icc in the Linlc Bdmoat Ho­
tel. Each numh<r> banku put his 
dally "take .. into the pool; pro6ts 
were equally divided at the end or 
the week. Each contributed $150 
a wuk for ''ice." Every Monday a 
"bogman .. dc.livaed the ice, $1200 
in wh. to johllJOII. 

Aoochcr bagm= delivered h88o 
frccn the hone-h<uing rooms. A 
third b<oucht in the icc frccn eight 
houocs of prootirution- $5o a week 
frccneachmadam in winter and $too 
iD IUI'Jl.mer, wbm t:.rack .. "aS brisket. 
The bapan (or the borddlos was 
Undcahcrilf Raymond R. Born, a 
oubon!inate of Nucky·s brother. 

For 1.5 years Nudcy·s ostensible 
income was $6ooo a year as County 
Trcasurc.r. Yet be lived with riotow 
e:unvaganct. He was drunk four 
nights out or five and slept regularly 
until four ln the afternoon. The tall. 
bald. 6ftyish man was a conspicuoU5 
fi~urc in the e2barctJ of Atlantic 
City and New York, drinking only 
chamjlllgnc and til-year-old brandy, 
and fllnJing $too tips around. 

}ohOJOO lived in • beach-froot 
villa and a suite iD me adjoining 
1\ja-<:arhoo Hotd- rental, $s>oc>. 

He kept rour t6-cylind<r auromcA 
biles, • lata< •alf or JcrVIOts induci'W' 
"''. valct·bodypnl. and.­
sioa of llashy mistraocL For tb< 
occuiooal we of his No. r blonde he 
kuod a Central Park Souoh aport· 
""'"'in New York. at $2200 a year. 

For a loo' time the Treasury had 
h<co re<eivtnJ <OmpWOIS that in· 
come tu evasaon was rife among the: 
raorfs underworld barons. Now 
S«rctary of the Trcarury Henry 
Morgenthau, Jr .. had given pcr>an.U 
o.rden to clean up the sit~don. So 
in Novembel' 19,36, at the dircc:tion 
olohdrChi<f. ElmcrL.lrcy, Inrdli· 
gcocc Unit Ar.nu William E. Fr.tnk 
and Edward . Hill wenr to Arlantic 
Ciry and bcpn quietly poking 
around. 

1be pvcrnrneru income ru: in­
vc:stip ton. tcatOnC.d by a series of 
PfOICCUtioos that had b.Ddcd scores 
of big·timc rxketcm and aooked 
poliUcians it> jail. """ ICCU$Iomcd 
to twgb aJCS. Bur this one. obey 
1000 lcamod, wu unique. They 
round Atlantic City wide open. N .. 
body ruspccred their identiry. The 
frequented bone rooms and played 
the numbc.rs. They trailed JohniOf'l 
on hit binge>. and they identified by 
their auto licente pbtctthe cops and 
racketeers who vi~tcd his villa. 

TUI agents t.bought they coufd 
clean up the CllC in a year. Ac­

tually, it took them 6ve years. 
Lcdgcn and can«led chccb had 
been the bud (or most income tu 
proKCUtioos; there wam"t any ia 
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TUAT"S HOW THEY ct:tr NUCJC.'Y JOtL.,.SO:OC 

~·tic City. The i~ 
ket industry ~-as operated on 

a .. 'On!-of·mwth basis, wioh all 
tnMKtioM in cash. Neither 
lohman-his satdlitcshad bank 
or brokerage occounu. Numbm 
game hanker> burned ohcir ..Upo 
at ohc end of each day's busi· 
ness. The bol1c: r00111S did rhe 
same. So it W1s through all the 
rac.kc:ts- mountains of graft and 
corruptK>n, but no1 a pebble of 
ptOOf. 

Evl!n worSC'. there w:u :a com .. 
munity·widc conspirxy to shic:Jd 
Nucky. 1ime and apin, ncket 
underlings went to jail rather 
than reveal the Woplc>t lacrabour 
the ~ They knew that i£ 
Nucky fell their ~··m<Ml<)' days 
..'OUid h< ended. P<rj ury, dccci ~ 
jury·filtinc. lxk of c:oOpcration ._..,. 
from ~putablc citizens WttC the: 
rule. AdVftX coun dccisiom wiped 
out the .,'Off< o( moatbs. It ...-d 
•• Urnes that the ...-vtion o( this 
&mboyant ...Ctcr must &if. 

But the 1nteUipc Unir agc:oll 

f<_,.,......., .. .._-.. 
Atbotic.City .red ,.,..-ttC!if ........ 
.. -- ~. u. .... , == .d. 
wt:..rre eiu.e- aC'C ... .ln1 .. """'drie 
d•tiee. 

s..dil nchta. .............. . ....... 
~--~~,.--. .. .. 
the ..... ol~ ....... i ........ 
draia upoe tbe ~ .. likWood ol ... 
a.~Uoe·.p,llfttie ,. ... t§ort. 

For Wt ~ 0.. i...&cle .,...,. ol tWt 
eMe-coeol tbe -• DOl able l•••ti&•· 
tioot ia the hil-tory ol tiM R·W'tAI\1 ol 
IntcnW ReTCrute - h .. un~~t.-al M.J· 
oi&eanee at tb" time. 

c:At-r~ -4.1'-
~.,.,"" dw r,_., 

might loosen tht rx.ketet:n' tonpa. 
pcrsuadin' them to tcotify about 
ohcir gra!t J'IIY""'"" to Jolwan. 
the agcnu· tal quany. 

After 6'-c moaths of stafUtl under 
<0\'Cf, the ledcra1 ..... bcpn calhn& 
in u.adulinp lot ioterroptioo. That 
same day. a ncn- tittle ..., ran& 
the doorbdi at joh.-'s villa. Utb· 
cred into the boa's ~·the visi· 
roc said: "Listen, Booo.that man •ilo 
comes around once a year on Ma.rch 
•S· that man with the whilken-"' 
"Weill" joluuoo growled. "1ncy 
arc in town;• pid the man, and put 
on his hat and went out. 

Qlugged on, with rdcntlca tbor· 
oug.bncss. 'Thc:rc -were never more 
thin eight of thrm. M.oreoften tht.K 
..vc:rc only three. :and :a stenographer 
or two. 1"hey Labored t:1 to r8 hours 
a dJy, with no vacations. 

Agent·in·charge William E. Fr.ank 
dcc:idcd to base: -his ~ on proving 
graft in four major dirtetions- (1) 
~bl.ic conuxu. (2) the vice rultc:t. 
(3) the numbcn racket and (4) the 
hone-10011l racltcL The.., .. thou&!>• 
that indicunc:nts and jail ttntenccs 

Johnson lWigoed police detective> 
to sb:adow the agents. and stationed 
a dctrttive near the entrance to the 
federal grand j Uty rooctl tO Jc I JOY• 
c:rnment witncs.ttS know they wrc 
re<Qgnizcd when obey ..- in 10 
testify. 
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THE JlEADBR.'S DIOBST 

UNux.a tbe rackcteea. the coo· 
tra<tO<> wbo did public jobo 

had to keep boola and usc banks. A 
checlcing job in the stifling ba.e­
mmts of twO clooed banks soo-1 
<hat Morrell B. Tomlin, a favottd 
rood builder, had deposited $t,· 
654-590 .in seven years. Y ct be had 
ncvu hlc:d an income tax rc.tum. 
Hls father, John Tomlin, a coWlty 
frceboklcr, had baoked $56t,56o in 
three yean. reponing only a nominal 
net iocome. 

When the T omlins refused to ad· 
mit paying pan of their profits to 
Johnson. their prosecution for tax 
evasion was recommended ancf they 
wuc granted a hearing in Washing· 
ton bc:fore 6nal aetioo oo tbc:ir case 
was taken. Father and son came in 
threadbare clothing and pleaded 
povcny. The agena produced a 
newspaper photograph w!Uch showed 
the dder 'r omlin, dad in evening 
clothes. at a political baoquct a few 
nighu before. They abo proved that 
be owocd 3o-odd parcels of good At· 
lantic City real estate and S3o,ooo 
worth of securities. The Tomlins 
• ·c:rc: indicted, but they refused to 
talk about groft. 

Tbrtt partnctS who had the city 
garbage: removal COOtra(.t were more 
rallative. All had cheated oo their 
income tucs aod twO admitt<Xl bav­
ing paid S•o,ooo a year to Johnson. 

The only larte coostructLon job i.n 
Atlantic City 1or years had been a 
$2.,400,000 railroad terminal 'The 
boob of Anthony P. Miller, Inc., 
the builden, disclosed they had paid 

a $6o,ooo "legal fcc" to one Joocp~ 
A. Corio in '935· And Corio, in ~ 
'935 tax return, had listed IW gross 
income at only $2o,8oo. He was a 
Common Pleas judge and a creature 
ofNucky's. The agents called on him 
and asked about that $6o,ooo "Co.." 
Corio said he had spent $40,000 on 
" business experues" - office rent, 
electricity, clttk hire. 

When requested to irern.i.tt the ex· 
pc=, Corio Bew into a tint-class ju· 
diciol rage and roundly scored the 
agents' "impudence.'' This only in· 
tensi.ficd their inte.rest in Corio's af· 
fairs. And now they got th<U tint 
"break." The bank be dealt with was 
the only one in Atlantic City whjch 
kept a photographic record of all 
checks. In a Ccw days they con• 
fronted Corio with evidence <hat be 
had spent nowberc: near f4o,ooo in 
' 935· The judge changed IW tunc; 
he wanted to "setde the thing, .. and 
''getitoffhismind." But the agents 
refused; either he would fully ex· 
plain IW expenditures, or charges 
would be filed. Corio was inditte<l, 
and su:Ugbcway went to a Slnita.rO 
itlm, suffering from a convenient 
nervous breakdown. 

Months after be carne out be ad· 
mitred that $28,000 of the money 
had be<n paid to John<an as grof~ 
But Johnson, who had made some 
unwise realty investments in Board· 
walk propeny, was able to report a 
bona fide net loss of $56,000 in his 
1935 return; the proved garbage re-­
moval and terminal graft payments 
totaled only $.j8,ooo: thcrcfol"c they 
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S HOW TilEY GOT NUCKY JORNSOS 

rdid not, i.n themselves, establish a tax 
~vasion case against him. 

T rn. ACE.NTS next rook up the vice 
racket. Few of the madams had 

bothered to file w returns. How to 
prove thdr income without bc:ndit 
of r«erds? The Treasury men de· 
vi.s<d a borocly bookkeeping system 
of their own. 

At the b undry which the bordd· 
los patronl:zc:d, the agents carefUlly 
checked on the weekly poundage of 
linco. By accurately weighing a si.o· 
glc towel and doing some division, 
they were able to t·eU how many unjcs 
were used up in each establishment. 
Each unil stood for a visit &om a 
customer and the prostitute's stand· 
ard honorarium w:as $t, of whic.h 
she retained 50 cents. The rest was 
simply multiplication, followed by 
subtraction for operating expenses. 

"W<ll, you've got tbe straight fig· 
um. :ill right," one of the bcwil· 
d<red madams conceded. She con· 
fessed to che:uing on her income 
tax and, equally mystifi«i, the 

Cthel'l followed suit. But thewblimc 
confidence: that Nucky would take 
care of everything remained un· 
shaken; despite the threat of a stiff 
pri.son term, the madat1l$ kept on 

, swearing rhey had not paid any gr.aft. 

T n<E a prizefighter who land.s hu 
L Sunday punch rcpeatodl)' only 
to see his o~_ponent stand there grin· 
niog~ the "I rcasury's little dcputa· 
tion next ja_bbed at the horse-room 
racket. In the back rooms of· cigar 

stores and bart oo the main streets, 

bets were accepted for tracks in tM 
United States, Canada, Mexico and 
Cuba. Downsrain, the so-cent and 
dollar bcncn were accommodated: 
ups;tain: ""'Ue rooms for women and 
for the S>- $ro playen. The joints 
bcld from too to 750 playcn. Some 
of the tonier ones saved tea and 
coffee •t 4 o'clock, on tbe bouse. 

The agents knew that business was 
booming, and the horse-room pro· 
prieton- Doc Cootch, Wallpaper 
Willie and the "'" - reHccted th<U 
ptOSpcrity in flashy clothco and ex• 
pensive cars. All were re-porting 
incomes of from S3ooo to $5ooo. 
obviously faking, yet oo _,. could 
be found m:orded in their names. 

The agents offered the botse-room 
operators informal hcarin,r on their 
income tax liabilities. bopulg to gain 
damaging admissions. The gamblets 
accepted. The information they gave 
on their businesses tallied with gov· 
emrnc:nt estimates - up to a point. 
Then the gamble11 balked, making 
ngue claims of unusual conditions 
which cut ioto their profits. The 
:tgenrs w~re unable to Pf05CCUIC (or 
tax evasion because few juries would 
be llkdy to com•ict on mere esti· 
mates. no maucr how wdJ reasoned. 

I f.."VESTTCAnON next turned lO the 
numbers g;amc. Despite its ob­

vious prosperity, the opcraton had 
paid trivial income tu:c:s, or none a 1 

all. Thenumberslotc·ef}' issupponcd 
almost entirely by the poor. It;, the 
meanest g)'p of all. 
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'DIE tiADU.'$ DJCf.ST 

The iDvcstiptoCS dccid<d their 
beat choJ>ce .,.. to start at the bot· 
tom. with the velldon ol the tichts 
-the -....;ten." 11>cre = •soo ~ 
tliJ stora ill Atlanti< City; 8oo of 
them ""'"' ..OU.c oumbcn tichts. 
B<ts ""'"' dlmes. oickds. • 
For i.nstan«, customerS~ 
n-«nt loof of bread aod t>kt the 
chonJ< in the form of a numbcn 
alip. Thcn: was no cooccalment; the 
IJ<Dts. &om the wiDdow of their 
apartment, used to watch a coUcctor 
call at the. cigar store across the 
street, emerge with a sheaf of tickets 
in his baod and pause for a chat with 
the cop on the beat. 

The uorekccpers. it turned out, 
wen: moody sick of the raclcet. Many 
ol them said they bod to write nwn· 
bcnoc >« their custocnen tndc else­
when:. n.: job ol intcM<wittC 839 
writcn almoot _.. the OJCDIS' lcco 
OUL The N<c"> district ..... AJ<nt 
Jolut c. Otcasty .. n:gularly that the 
inhabitonts p><l-oatur.dly bepn 
callinc him "M>yoc oE the Noeth 
Side," aod :ou, the number of the 
apts' ollice in the Post Offi<e 
Suildlnf, became a &vnrit< bet. 

But at wu worth the trouble. 
Scores of writ<n gladly gave alli­
daviu which su_pplicd an accurate. 
picture of the ''fxmkers'" gross take. 
Two mo~ items ~ needed: the 
bonks' apemcs - n:nt and payroll 
-and the mooey paid out to win· 
ncn. 1hc bankers were called in and 
pvc. f"C2,5CCttabk estimates o( their 
overhead ea~ On bits. they a­
tim>tod payanc out anywbue &am 

SO to 6o percent ol their take. 'ThA 
apts ,..Qodcnd. At bcadquart.,-. 
nigbt after nich<. with plenty ol 
siWpcocd pencilo aod atlfee, they 
oovctod rcamt ol paper with calcu­
latiom batocl oo mathematical b­
mulas of chance aod probability. If 
they ooulcl prove that not nearly 
this amount wu paid out, their tu· 
cvuioo cues became &r nrongtt. 

The accnts wbmittod their 6nal 
figures to an eminent mathematicYn 
in Camden and to a government 
statinida.n. The cxptns p1:.ccd the 
probable percentage paid out at 46.4 
-instead of so to 6o. But a detailod 
study of hits tct~,g..Uy paid out over 
mon: than tb~tt yean indicated that 
the true: Jaws o£ chance wt:re DOt al· 
lowod to opetat<, that ...,. form ol 
lixinc - c<nployod. The actual 
:tn'oOWit paid out bod beul only 35 
petm>L Obviou!ly the oumbcn m<n 

"= makinc &r crcater prclits than 
they n:pocted. aod the ..,v....,.,.t 
bod ample proof of tu evasion. 

In ""' aod a bat£ yean of todious 
jigsaw-puzzle "-ork, the apts ba<J.... 
quc:stionod more than 2000 ~ 
and bad bad ....-es indicted. Yet 
nooe of thooe bad crocked, a.nd thue 
was no lepl proof of largo gnft pay· 
menu to Johruon. Something had to 
be done to .hake the mob's almost 
rdi~i<xu belief in the llcm's magic 
abilaty to thw:att the bw. 

AT Cu<o&H, i.n May t939• the 
.ll.. pcrnmcnt osx:ncd • court 
campaip to convict the radtctec:rs 
00 income .......... cJwges aod 

mAT's HOW nlEY OOT NUCICY JOHNSON 

f"btce <bern. with stiJI" jail X11tenc<S 
'--is the altunative, to admit paying 

Jolwoo craft. This cli&ult <XJUtt 
battle ,..., UDC!ertal<eo by a spocial 
J>lO"'<<Itof• Jooeph W. Bums. a bril­
liant rou•c usistlUit in the At.-y 
Gata-al's Odi<c:. From now oo, in an 
impressive dcmonst111tKln o( coOp 
a.tion bet"-..o government depart· 
mcnts. Bums was to handle 2t uials 
and 18 conttmpl hearings. He was 
tbc go:vcrnment's swing man fOr the 
rest or the investigation. 

The firt t numben bankc:.r to go on 
trial was convicted on June 7· He 
was 6ned $2000 and J<ntencod to 
three y .. n. The verdict demon· 
strated that Johmon's underlings 
ooulcl actually be eoovicted; and the 
sovemmcnt. ln making a.n .i.ncocne 
tu .- sti<k without bmdit of re<­
onls. bod act 11epl prccodenL Two 
other bankcn '11m' - behind the 
ban. But, c:on6dcot that Jolwoo's 
inf!...- .....,ld win early paroles foe 
them. they went willingly to jail 
ntber thancanecleaaaboutNueky. 

AI Jolwoo let them rw> their bon< • 
rooms by nmo<c ooouol aod ORI..­
their meals &am their favorite ..... 
taurants. Wbea Uudcnltctilf 11om, 
bapa "' the bonldloo, ... -· 
victod, be got only • year-and-IH!ay 
,..-. Itt wdo wuctd jup>. be 
oou1c1 do it "stondioc ... bio head." 
He grinnod derisivdy at the..,. .... 
mcnt J>lO"'<<I""' aod didn't even 
appeal 

The grand jUty oebievod nothlnc 
except seven citations for contempt 
and 6ve indicun<nts (or perjury. 
PerjUty on a wholesale, orpnizod 
sc:ale was wrccklnJ the lnvcsuption. 
Yet on technical grounds. two of the 
perjUt)' indicun<nts wen: quashod. 
The .., ... nmcot - in the acooix· 
ing pooition ol heine ript. but un· 
suCcCoJul bcuute I district judJ< 
bod macle .. inoo<r«tlepl rullnc­
btu n:vcroed by the Supreme Court. 

A Nctro aumbcn honker. Leroy 
B. Wtlliams. watt on trill. rcprc­
-t<d by a N<c"> lt.-y. buc 
Nuner. Throupout the trial Nutter 
dutebod a rabbit's loot in bio podtet 
aod nnce be "beaod" P.-ut« 
Bums by droppinc a pncb ol ult 
behind him. It must have beul 1 

poormul bes. for Williams "'" 
acquitted. 

r-, Anocncy Bums aod the Jntdli· 
~ Unit •gents next rc:1011cd to 

the grand jury inquiry and use of the 
potent contempt·-of"'(C)Urt weapoo. 
As WW~I. the horae-room racketeen. 
the numben men aod the bordello 
madams oll n:fusod to talk about 
graft payments. even when cited 6>< 
contempt. 

Tbc AOvcrnment JOOt\ found out 
why. Two bool<ies bad quiedy 
pleaded guilty. They wen: oerving 
lour mon.t.ht' ~eotcnccs i.n the: Mays. 
Landin& ;.a. wlien: &iendly Sbcrilf 

Then came a break. WilliarnJ 
didn't pay Nuttd's fer. Nutter. 
tho<oughly """' became an oily or 
the government. He fumilhod volu· 
able inside infomtation. 

And ,.. unexpectedly came to the 
l"vernmeot'aoid. On a plea ol pity 
to a charzc of income o.x eVIIioa 
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aoothu N<JIO oumben booktt hod 
• gooe to pn- io •9J9-. His ~tty 

hiJb-yollu wife, who had btto ao 
entertainer in a night club he owned. 
Jtartcd running around with anum~ 
ben banker n&med )OO<pb Fried· 
man. Friedman, a Cngrant dwacter 
whotc owo wife-"" Atbt.tic; City 
madam, oot ooly nok the higJ..yailc:r 
pi but ahober hlnboDd's baok. Nut· 
ttr told the husband and, in rcvtDge. 
the convict wa>t before the grand 
jury and spilled the whole numbers 
l)lndicate story, gnft and all. Thco 
a oecond Negro booker talked. 

The stories tbc:sc t"''O told about 
grsft paymeoa went slrlicht to the 
point, but oo jury would believe 
their -.boos if aU the othu 
numbera banken c:oatrodicted them. 
Aoother ~ in Wuhingtoo 
multed in a decision to pound away 
at the bankers as a g10Up. Finally 14 
numbers opera ton wc.rc ancl.icud oo a 
chug< of eonspirin8 to c:ommit per· 
jwybdorethegrand jury.Thcy .. ut 
on trial at Camden in April t940. 

THB IVIDI!NCB againJt them . WU 
overwhelming - but the jury 

disagreed. At a r<trial the oecood 
jury voted for outright ~<quittall 
Ptot«'Utor Bwns was JUSpcious.. 
Sure eoouJb, ao iovestigatioft by the 
Intelligence Unit ageots eon6rmed 
tipa about jury t>mpering. The gov· 
emment convicted the jury tam­
pcren but, ironically, wa.s unable to 
retry the •• perjury consp;raton be­
cause of the constitutional pn.otcc 
against dcuble jeopardy. 

The jury 6xioa - ......,, indicaf) 
tioa that Nucky )ohnaoo wu bccom· 
in& Cn.otic. The iDve:niption had 
IW<pt an Atlutic City refonn group 
into olfice and the new mayor, 
Thomas D. Tagatt, Jr., was raiding 
the joinll. The numbcn syndicate 
ceased opentioa entitdy, the hor· 
dcllo and hone-room trodc dropped 
oii to a whisper. While IOWCa ol 
gnoft thus ~ drying up. fines and 
dtftnte counsel fees wuc mounting. 
Many of the boys were grumbling. 

Among the grumblen wu Awtin 
Cluk, who had gooe to pruon rely· 
ing upoo )olwoo's assurance that he 
would 10011 be paroled and that his 
~ would be ,...jtio' ihtxt 
when he camecuL The parole bado't 
arrived and Cluk's oumben bank 
had been hijaeked by loving c:ol· 
lea&ues. Outnged, Cluk joined the 
ranlu of bankers who spilled: and "' 
did stiU anothu. That made four 
convuu out ol 14. 

Tbcn Friedman was eoovicted ol 
i.oc.omc tu cvaAon, and~~~ to 
10 yea.n. Evidcndy the jury·fuinga\ 
game wu up. Immediately the at• 
torney for another banker, Jack 
Southern, offered to plead hls client 
guilty on three indictments in ex· 
change for a ooe-yeu aenteo«. The 
government turned down the bat­
gaio. That night Southern visited 
lohnaoo at the villa for a showdown. 
The bolo laid his eards on the uble. 
Sou them, he agreed, faced "a lot of 
time," but he, the once aU·powtrful 
booo. eculd do nothing for him. 

It - a &t2ggering admisaion fiocn 

I 
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THAT I HOW TtliY 0UF lfUCitT JOHNSON 

~ in~ - Nucky -.1<1 I cbom.popc pony OD the aipt .... 
\..&. loop p!OCUI his """- The m be was ta~tcoc:cd. 

rachtecn bod bt their trump coni. All told, the .....u..Jy cloged in· 

SOU11111M pleaded JUilty and took 
his c:haoccs. He JOI five yean 

and a $3ooo fine. Sinsly and in 
groop, the holdouts Jtnggled in, 
pleaded JUilty and lllked Creely 
obout pft poymcnu- the num· 
ben men, the bookics and the 
rnocbms. Now it "'OUid be Johnoon'1 
word agoinst that or his whole ormy 
-if he chore to deny g<tting the 
"icc." The trial or Johnoon, the final 
cbapterioaninvcstiption oowcom .. 
ing to the end of ito fifth year,­
... Cor July ••• '94'· 

The govemment'• proof oE ,,.r, 
wu so coovincin& that Joh.oton was 
fotced to admit baviof. rcccivat it. 
in order to leod the .Uihtcst credi· 
bility to his phooy defcoae that be 
bod spent much of it for political and 
chariable purposes and ,..., entitled 
to large deduc;tiom. It took a jury 
only five hours to bring in a vudK:t 
f guilty. On August 1, Circuit 

ge Albert B. Marit ~enteneed 
nson to !le:rve ro yean in Lewis .. 

burg Penitentiary ond pay a fine o( 
$•o,ooo. As a final, goy fillip Nueky 
Johnoon married bil No. t blonde, 
Flooie O.bcck, and celebrated with 

vcstiption, in the face oE bo!!ina 
difticuhies, resulted ia the CX~Gvic .. 
tion of 47 pcnoos. The pcnun<nt 
iiiUlng to tUOvcr $t,ooo.ooo io ad· 
ditionOI tucs and U.ud pcoaltics. 
The invtstigalion cost boo,ooo. 

During all the yean the ogen11 
had been in town, Nucky Jobruon 
had refused cvu to tee them. But 
the educational effect of the lntcm· 
sence Unit's work was not lon. upon 
h.im. When Louie Kissdl, Johnson's 
wlet·boclyguatd, - implicated in 
jury IWng be - amsted 11 the 
villa by Agcot Snyder and a deputy 
u. s. nwsiW. WIUk being tHen 10 
an ouiOO>Obik, IGsodl b<olte a.,.,.y 
and nn back to the yon!, aboutinJ. 
"Boool Boool" 

A ~rofFrcncbdoonoo the-· 
ood 6oor opened and Jot..-. 
mppcd out on 1 balc:ooy. 

"Boa.'' crio:l Kissell, railing his 
handcuffed arms in outraged protest, 
"they can't do this to usl Tell 'em. 
Boa, they can't do this!" 

Johnoon somberly looked down. 
"Louie.'' he Silid sadly, "the gov· 

ernment can do anything/' and 
walked bock through the French 
doon. 
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~~e ~aiinnal !-rr~ibe~ 
Jl•t;· e' • ~.c. 

NOTES COMC!!IINIJIO THE P'RAII!l.IN D. ROOSBVELT LIBIU.Rf AT HlDB P.I.RX, H. r. 

Papera recentq trana!orrod tc tbe P'ranlclln D. Rooa ... elt 
Ubrarr by tbe Prendent include -.nte HoUH rn .. o! oorreapoDd­
oDCo relating tc tbe tol.lowin& aubjoctas .:>elit1cotion of tho 
Volatead Act and repool of tbo B1&htoeDth .I.Mndant, 1933, od­
lll.n1otrotion of tbo Notional Induatr1ol ~onr)' Act, and propoaola 
tor ita reat1tut1on, 1933-37, Yoterana 1 COIIj)Ona&tion lOCi alation, 
1933-.39, regulation of radio broadnoot1n&, 19))-~, tbo 'pllllp­
pr1111ng" prograa o! 1938, and tbo Prea1dent •a propoaol of Apr11 14, 
19.39, tor a European pooco. J.lao roca1 Yad waa part or one ot the 
Pr811dent•a poreonal !ilea oonaiatin& of l ottera raooi•ed !roa tbo 
gonorol public oo-nting on tho radio oddreaaoa Jlodo b7 hi• fro• 
October 23, 19~, tc Dooollbor 9, 1941. 

Dr. John s. Clll't1aa, Aaa10tent .l.rchirtot, baa boen granted 
le&Yo ot abaenco fro• tbo Ubrarr tor tbe duration ot the war tc 
work in tbo O!tico ot tho Coordinator o! Intoration, Wi'•hln(tcn. 
Dr. ClD"tioa will aorYO in tbo D1. Y181on o! Spoc1ol Intorat1on aa 
on expert on Ru8nan a!!&ira. 

u.y l, 1942 

l ' I 

Regraded Unclassified



1.12 
TREASURY DEPARTMENT 

INT&III Ol"'''lC& COMMUNICATION 

........ Way 1, 1942 

TO Ferdinand Kuhn, Jr. 

.. ow He rbert Merillat 

EDITOR~ OPINION 
ON '1m: HOME FRONT: 
THE SEVR!I POINTS 

Good in principle, disappointing in detail -- that 

is the typical editorial jud~nt on the President's 

seven-point anti-inflation prograa. A tew papers, 

including such eastern metropolitan l eaders as the 

Phi ladelphia Inquirer and Baltimore Sun, gave the 

President's message to Congress and radio address high 

praise as a courageous and realistic program to combat 

inflation. Moat commentators throughout the country give 

full support to the President's thesis that all seven 

points are interdependent and must be put into effect 

wi thout delay. At the same time , however, t hey feel 

that the President's recommendations are not specific 

enough, particularly in the fields of wage-control and 

taxation. Few have echoed the despairing tone of the 

New York Times, which feels that the Preaid~nt's program 

utterly tails to come to gripe with the inflation problem. 
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In the vie• of moat editorial writers the two 

gravest shor tcomings of the President's plan of attack 

are: (l) the failure to recommend effective legislative 

control of wages , and (2} the failure to propose taxes 

on low incomes or compulsory savings to drain off 

swollen mass purchasing power which threatens to break 

down the dams of price control. 

Papers in the Kidweat and South have been especially 

cri t ical of the President ' s ineiatence on retaining the 

basic 40-hour week and on leaving wage stabilization to 

administrative rather than legislative action. Editorial 

comment from those sections baa been fairly cautious and 

reserved, but there is a noticeable undertone of pique 

that the President should propose to lower the ceiling 

on farm prices by legislative action and yet oppose 

legislative restrictions on labor. In the words of the 

Greenville (South Carolina) News: "It certainly seems 

logical to hold that if action which would decrease the 

earnings of any industrial worker is to be opposed, a 

similar attitude should be taken against action which 

would decrease the earnings of the farmer . " 

The Seven Points 

1. Taxation. ~e must tax heavily ••. and keep 

personal and corporate profits at a reasonable rate.• 

We agree, say the editorial writers, that no one 

1.1.3 
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should be allowed to make excessiYe profite in this war, 
11.4 

but they add that taxee on corporate profite and high 

bracket income a han nothing to do with checking inflation. 

The only taxes that will effectively help to curb infla­

tion are taxes that bit the mass purchasing power of the 

nation. The purchasing power which threatens to bid 

prices up, they say, ia found in the three-quarters of 

the population who are not in the incoce tax base. Lower 

income tax exemptions, or a sales tax, or compulsory 

savings, or some combination of t~~ae, is necessary to 

close the inflationary gap. In tailing to recommend 

such measurea, say his editorial critic a, the President 

hae neglected the basic method of combating inflation. 

Commentators are generally agreed that the proposal 

to limit individual incomes , after taxes, to $25,000 

was added aa political sweetening to a recipe for inflation­

control which called for sacrifices from Yarious sections 

of the public. Reaction baa been mixed. Kany writ ers, 

while pointing out that the income ceiling has little 

significance as a revenue measure or a check on inflation, 

thi nk it may be a desirable symbol of the aacrifioea 

which rich and poor alike must make for the duration. 

Others reject the proposal violently eYeD aa a symbol 

and attack it aa a pointless, revolutionary measure which 

would aern no good purpose and undermine the capitalist 

system. 
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2. Price Control. -we aust fix ceilings on the 

prices which consumers, retailers, wholesalers and 

manufacturers pay for the things they b~, and ceilings 

on rente for dwellings in all areas affected by war 

induetriee . " 

The O.P.A. order fixing prices in general has been 

accepted by the press with few complaints, but with 

definite reservations. A general price ceiling is 

regarded as a necessary item in the anti- inflation 

program, but editorial writers have renewed their 

i nsistence that wages and farm prices be strictly con­

t rolled by legielative action. It is widely recognized 

that the sudden freezing of a multitude of prices will 

result in many inequities which muet be removed. Many 

wri ters show particular solicitude for retailers who 

mus t replenish stocks at inflated wholesale prices which 

will cut down or wipe out their margin of profit. 

Wost editorial criticism is of details of the plan. 

Some influential papers and writers , however, feel that 

the general price-pegging, without taxes to sop up 

purohaeing power, is an oppreeaive measure and represents 

a major blunder on the part of the Administration. The 

Administration, they say, relies t oo heavily on price 

controla to do a job which only taxation can effectively 

tiS 
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do. In the words of the New York Times: •91 L.posing a 

blanket ceiling on prices at the same tina aa it fails to 

withdraw excess consumer purchasing power from the nation, 

the Administration has undertaksn an ' anti-inflation 

program' t hat threatens the maximum of complications , 

disrupt ions and Government controls with the least promise 

of successful results." 

3. Wage Stabilization. "We must stabilize the 

remuneration received by individual s for thei r work." 

As already noted, ths President's fa ilure to propose 

a legislative formula for stabilization of wages is the 

most universally criticized feature of bis program. 

Farmers, management, income taxpayers, landlords, 

merchants - - these, the editorial critics poi~t out, are 

to have their sacrifices written into law. Labor, on 

the other band, i a to be held i n check only by admi.nistra­

tive action, and the press is .far from trusting the 

Administration, particularly the War Labor Board, to 

impose strict wage controls . 

4. Parity Farm Prices . "We must st abilize the 

prices received by growers for the products of their 

lands. • 

Yost papers have praised the President for his 
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courage in defying the farm bloc by proposing that "the 

ce iling on farm prices ••• should be set at par ity. " 

11.? 

This ie one recommendation which meets a long-standing 

demand of the press in general. More than any other of 

his proposals , it impressed editorial writers with the 

seriousness of the President ' s purpose to check inflation. 

Papers in the farming regions, however, show little 

liking for a lower ceiling on farm prices as part or a 

prograo which, in thei r eyes, fails to deal equally 

strictly with labor . 

5. War Bonds . "VIe must encourage all citizens to 

contribute t o the cost of winning this war by purchasing 

War Bonds with their earnings .•• " 

The press is 100 per cent behind the drive to 

increase sales of War Bonds . There is a widespread 

feeling, however, that the Administration is relying too 

heavily and too hopefully on voluntary bond purchases to 

close the i nflationary gap. Even i f the sales campaign 

is remarkably successful, say many commentators, the 

public wil l retain billions in purchasing power which 

can be immobilized only through compulsory savings or 

much heavier taxes on low incomes. The list of editorial 

advocates of compulsory savings continues to grow. 
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6. Rationing. •we must ration all essential com­

modities of which there is a scaroity.• 

There is almost complete editorial agreement that 

rat ioning of scarce goods is an essential and democratic 

feature of an ant i - inflation program . 
~ . 

7. Installment Buying. ~e must discourage credit 

and installment b~iQg, and encourage the paying off of 

debts, mor tgages , and other obligations. • 

118 

This proposal has provoked little editor ial comment. 

Those wr i ters who mention the ma t ter agree that it is a 

desirable measure, but of minor importance. 

To summarize: The press thinks the President has 

laid down a reasonabl e and comprehensive general pl an of 

at tack on the inflation problem, but has failed to 

recommend adequate specific measures to achieve success . 

It i s felt that compulsory sacrifice on the part of 

labor and those who have new purchasing power must be 

written into law if the battle agai ns t inflation is to 

be won. 
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BRITI.SH AIR COMMISSION 
17811 M~W~CHU•IInW AYIIHUK 

WUHINCI'RIH. D. C. 

1!1th the coap:U..11t1 ot Br1t111h ~ Coaiaeion 

who 811elooe Sta~t Mo • .)1 - .lircratt Deope.tcbed 

- for week ended AprU 28, 1942. 

'!'he Honourable He1117 llorceDth&u, Jr. 
S.CT<Ot.ory ot the l'r1111117 
WaahiDcton, D. C. 

llq l , 1942· 
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1.21. 
Treasury Dopar~mont 

Dlvlalon of Yonotary Boaoa~h 

0&\o .•.•..•.. ~?./.~.--19 

To: lliss Chauncey, Rooa 285 

Frca• llr. Whit. 

Thie probab~ don not have to be 
called to tho secretary's attention. 

YR. IHITI 
Branch 2058 - Boo. 214l 
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In •·•))11 refer to 
iD 835. 51/ 1496 

' 

!bt Seore\ar,r or Sta~ proiODtl ble eomplto.Dtl 

to tbe Bo..onbll tbl Seorote.17 of tbo ~ ...... ...,. -

tr&~>eaUo blrewltb a COif' of ~•patch lo, 4679 4ate4 

~prU 8 , 1942 fr• tho .lalrlcaD labaoq, :&u.noo .li.rlo, 

of tbl loan of 40,000,000 Swleo franoo fro& a Swloo 

/h• labaoq, BIMDOo ~lr11, 
lo. 4679, .lpdl 8, 1942. 
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bnoo Airoo, .lr~nUna, .l:pril 8, 1942. 

No. 4679 

SubJect: B!:11!11J.L Br Tlllli AllmlllT= GOVE:Blllllru': or LCWi or 40,000,000 
SJISS II'IW!CS J'RCII .l SllSS llt.NXIID STIIDIC.l!J 

COlll'IIEL"i'I.lL 

Tno lionorab1e 

Tho Secretary of State, 

'laablnt:ton. 

Sl .r: 

-­.-

Reforrl01: t o tho E•'baao;y 1 o deope.teheo llo. 2001 of .l:pril 22, 
1938, and llo, 505 of J'ob......,. 27, 1940, In rocard to a two-;yoar loan 
of 40 ,000 ,000 Swioo franco obt a ined from a Swloo bnnki nt: oyodleato, 
I have t ho honor to report tha t thio loan , whleh wao renewed in 1940, 
has been renewed tor . further perlod of two yesre , 1 •••• until war 
5, 1944. Tho i ntoraot rate, aecordinc t o announoomonta pobllohot In 
tho l ocal :prooe on !larch 27 , baa been rodueod !roc 3-1/2 to 3-1/4'/:. 
Tho l olltl, llhlch 1o In t ho fora of Traa•UIY bi lla , will bo ~able at 
tho rate of 4. 46 franco t o th~ dollar, whi ch , at tho exlotlng rate, 
1o favorable t o .lr~ntina 'ttl oo'l'oral percent. 'l'ho Cradlt Suioao, It 
1o roportod, io bolo& paid 400 ,000 Swho franco aa a co~~:~iu!nn. 

It 1a rmdorotood t hat in early 1940 , Doctor Coforlno .llonoo 
Iri&OT•n, then financial a.nd Econollic Counoollor to tho J.rpntlno 
Ill buoy in iaohlncton and now Under Secretary of Finance , wao unable 
to obtain fundo In llow York with whieh to PO¥ thooo b1llo who~07 
11aturod that ;year {It waa reported that tho Swioo blulldnc o;yndlca te 
thon aoked for pqment , although i t later a«r&od to ronow tho loan). 
Tho ab11it;y to renew tho billa at a reduced lntoroot rate at t blo 
time to , of couroo, ovidoneo of t ho I.JioproTOd t ora t&n-oxcbanco 
oituat l on. Roforoneo lo ~· In thlo connection to tho Embaao;y1o 
doope.teh llo. 4504 of llareh 20,1942, coYirinc tho 1941 em>ual report of 
tho Central Rank, wb lcb abowo a 1 poolt1YO balance of ~nto• ln 
1941 of 472 111111on pe.ooo. 

Cow to Legation at Jl.,.n 
rue No. BSl 
J'IG:ceo 

Cow•bJ:l>-l-42 

Reopocttully ;your. , 

J'or tho .lmboooador: 

El!ward L. Rood, 
Counoolor of Embaao;y 
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SubJocto 110~ Ri1VID OP DEVllLOPIOliiTS Ill .t.m!I!ITil!.l. JIIGABDIJIO 
1'111 J'IIEI'!ZIIIG OJ' .AXIS ASIIB'l'S .AIID O'liiER OOII'l'ROL I&SUlliS. 

STRI9'!'LY COI!FIDEN'l'UL 

'l'bo Honorable 

'l'bo S.crtt&1'7 of Stet., 

l uhin&ton. 

Sir I 

lith reference to tho Doportmont 1o circular telegram of April 7, 
9 p.m., roquooting monthlr re•1ewo of d•••lopmento in Argentina coo­
cern1ne the freezing of ~1• .. eete end other control eeaeuret, I 
ha•o tho honor to report tho followin&l 

In • doopatch dated April 4, 1942 , tho Emb&otf ouaoar1sed tho 
thon-oxiotinc oituation hero with roopoct to cooperation in tho 
ooToranco of cOGDOrcLol and financial rolotiono with tho Axio cOIIDtrioo. 
1'horo han boon no l.Joportant do.elo~nto 1D thh tiold. oince that 
Ullo, 'l'bo onq frolli"C •aauro a4optod 'tv Argentina thllo far -o 
that pron~d for 'tv the Central l!anlc1 o cirCIIlor llo. 262 of Docoabtr 
11, 1942, which oupondod t ranoforo of tundo and oeeur1t1oo bttwoon 
Arcont1D& and Japan and !rose accounto of poroono and tirco doaicUod 
in Japan (Irabaao,y' o doopatch llo. 3744 of Dacombtr 24, 1941, and 
pron0110 telegrau). 

lithin t ho lut oenral weeki, it hao cODO to tho attention of 
tho lmbaao,y that tho l~al roprooontot1n of tho Domoi llowo Agenq 
baa boon obtaining !undo from tho Banco do lo Pronncia do lluenoo 
Airoo for the exponooo of hio o1'1'1oo, ao well u tor chargoo tor tho 
t~omiooion of newo; t hat t hooo P«Y••nto ha•• boon authorised 'tv tho 
Central Bank; and that the Central Bank oonoidoro that 1t io obliged 
by otanding inotruct1ono of tho Arsontino Oovor..-nt to authori•• tho 
reloaoo of !undo tor ouch piU'!>OOOo 1nao1DUCh "' thoy &rO rosardod ,... 
!undo noodod tor •lo&1tl.uto JlU111001o" 1rroopoct1n of the factor of 
bh propoj~anda (lahau7'o ~opatch llo. 4873 of April 24, 1942). 

Ao toathor -uroo, & GOTOnuaont ~croo (No. 110, 790) of JanuaJ')' 

8, 1942, reported in the l!olb&o0)'1 o doopatch llo. 3665 of JanDU7 13, 
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1942, :purported to gift the Central llult a c:raotor control owr tho 
tr~ofor of ~nto abroad, 1Dclud1JIC tho c:ruHJIC of cont rol oftr 
0 interoal ..... .,.nto of flmdo which - h&n a direct or 1D41rect H­
laUon• t o t ran•f•r• abroad. lfow•••r. wbtneftr th1a bb&aey or the 
!ritioh !mb&ooy hat referred to thio dlcroo ln con ... reationo with 
officore of tho Central lle.nlc and hal oucc11t1d that tho decree b& in­
voked to control .ovomont e of fundi rolatinc to euch la•i activitieo 
&I tho notoriouo 11 Pamporo, thoro hal coneiotently b&eo tho replr 
that the Central lle.nlc cl.oeo not t .'Dolder that it ean act in aattoro of 
thlo kind without the Gowrn.ont 1 o orproee e.uthorication. About t ho 
middle of April, the Central Bank evon declined to t ake ~ action 
aca inet the oale of certa i n United ••~·•• eocuritioo which ca•• evory 
indicati<>n of havinc been conftocatod in tho occupied countrieo of 
Bu.ropo (llob&aoy 1 e deopatch lo. t908 of April 30, 1H2). 

On April 9, 19t2, the ll•b&ao7 .a4l reprooontatiooa at tho Foro len 
Ottico roce.rdiQC tho r ea1tt1nc of certain tlmdo t o .france outoido of 
tho Fraoco-Arcentine ~nto &CI"••eot ""' in violation ot uoure.ocoo 
provi<>UOly giftD (hb&aOT' o doopatch llo. 48?t of April 2?, 19t2), ..... 
on April 23 the Central llaolc otatod that no flu-thor rea1tteneeo had b&oo 
e.uthorhocl. Baorever, 1t wu learned 711tor4111' throuch t he BriUoh 
Emh&loy that cert"'l.D baDka have recently boon lnfo,...d orally "tv tho 
Central l!ank that they may oaaJo;e rom1ttaocoo to Franco in amouoto of not 
moro than 10,000 poooo (prooumably GUtoido ot the pq110nto agreement). 
Tho Central Bank hao confirmed thle but otetod that tho banko authorlcod 
to mako ouch operations were told that they w<>uld havo to emplo7 tho 
privilece eparlng1y . Notwlthetandlnc tho amall amounte involvad, the 
DOaouro conotitutea another violation of tho e.aouraneea proviouol7 given, 
end while there lUG' be l egtttae.te oaado tor famil7 rea1ttancoo , pro­
vlalon ehGU1d han boon made for thooe fron tho lar~;o acc-w.aUon of 
French trance, 1101t of 'IIIlich we.re apparently uoed for other purpcooa. 

Roproaontationo wero &lao aado at tho Forol1;0 Office GO tho aano 
dote (April 9) rep.rd1nc the reloaao of 250 , 000 poaoo !roa & blocked 
acc<>unt of the Reichobanlc 1D order to ODablo tho "Inac" Fobrleaa 
Rounld&O do Utllea Sanlt&rlu, a aubaldlary of tho Sloaena COGP&D7 of 
Oeraany, to rePOIJ eert&l.n baDk loan a hore (bb&aOT1 a do a patch llo. 4690 
ot April 9, 1U2), An &ide J:IODolro we.a tu.rnlahtd tho Foreign Otflco 
in o&ch of t hoao two caaeo and eoplo o ware oont to tho Central BaD1c. 

lloro rocentl7 It hao come to t ho ootlco of tho :l:mb&OI)' that tho 
Province o! Buonoa Alreo, through tho Banco do 1& l'rovinela , rocontl1 
ll&do a aubetant1al remittance to Swlt&orland for poymont to German 
l ntoreete on a Swioa-trane loan of tho i'roYinea. It having appeared 
that thoro were nriGUO o1m1lar lnatancao, a onemo ran dun 1D tho Mttor hat 
boon eent to tho Yorelcn Of!lco polntln& out tho lncona l atont¥ of thooo 
tranaactlona with Rooolution V of tho Rio do Janeiro Conference (lmbaaoy ' e 
doopatch Mo. 4925 of 11a1 1 , 1942) . 

Aa to tho application of tlnaoclel control to undoo1rab1o poraone 
and to poraona an4 flrllo on t ho l'rcc1e.illld Ll.ot, thoro 1o no evidence 
th&t tbo Gowr-nt or tho Central :Bank II dlatlncUiahlnc b&twoon ouch 
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portloo aD4 other port1oo. Altboueh Zsocut1Yo Decree Bo. 110,791 
o! JeD...., 8, 1942, proY1ad tbat t.Qf poroon fcnmd obotru.ctl.Dc tbo 
•••rcioo of t ho toroi~tuua control bJ tbo Central Bank obauld be 
ro11ond to a dooi&Dato4 polDt within tho ccnmt17, unleoo ho ohcul4 
lean tho ccnmt17 , aD4 p.w tho IIWot17 of tho Iotorior broad poworo 
tor ontoroiDB tho Maturo (llmbaeo;r' o doopatch Jo. 3880 of Jan\1&1'7 15, 
lS.2), thoro ha.o not cooe to tbo attention of tho Z.baoe;r ~ caooo 
ln which tho decree bat in roalit:y boon ootorcod. 

Thoro are no intorYtntoro appointe d bJ tho Ar~ntine authoritito 
!or the manacement of controlled tirao. 

I 1th rotoron"o to tho ccncludiJll paracrapb ot tbe Deport•nt' o 
circular tologru ot AprU ? , 9 p.c., aD4 rotorriDB aloo the Dopartaent 1 o 
tologru llo. 553 ot AprU 20, 11 p.a., arr&JliOatnto bon been - Jbr 
tho oorwicoo of a cootidenUal lDnottgator tor work 1D tbo t1ol4 ot 
Ado tuua. 

In general, tbe dtuntion with roopoct to torol«!>-tundo "ontrol 
r••1na u heretofore. !he Central Bank continue• to ••1dence that 
1t wiohoo to cooperate 1D a high .t.groo but thot ito troodno ot action 
1o rootrictod bJ tbo Gonrnaont. Ao hu been prOYiO\lal;r reported, tbo 
OoTtrneent'o poeition in the matter ot ti11eDclal relatione with or tor 
t he bonotit of tbe Ali& countrioo io cloaol:y "onnoctod with ito general 
policy o! neutrality, and unt11 that gene ral policy 1o eodified t horo 
wlll probabl;r be little chaJllo with re opoct to financial control. 
NtYtrtboloao , it io reported trom dittoront oourcoa that tho Central 
Bank 1o purauiDB a otr1ct policy 1n regard to 11oot k1n4a of r0111ttancto 
to Europa. Tho l11bany to now .... atune tho rocelpt ot figure• pro•1o•4 
by tho Central Benk ohowiDB financial romittancoo to t he pr1nc1pe.l neutral 
European countr1ea in recent aonthe. 

l'1lo llo. 851 
J'IGI Jo 

A true oow ot 
tho oignod or1ginal. (i) J·•· 

~oopoctfull:y :youro, 
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Dear OoAarallu~ Ch181161 

L .. hlllAa tb4t o .. u1011 or t ho rohi'D ~ llro PN to Chlaa to 0 0114 to JW a poro-'- _._ •a&•• 'lbo ooo4 nUl aDd tr10D4ehlp bo'- -tno DoYornaoDta 4ur1a& tlaoo ot poaoo haYo a.w 
u4ol' t ho atH .. ot CNI' •- war ~k4 u oo -uaro ~ \too - t..U:r tl~U~ 114o bJ d .. ter tho pr .. onat10D or thooo U.l~~&o ltl leh .. all bo14 ...,. 

Tho Aa•1oa~~ poo~o - 111 tb4t .._4 OOPYlooo, la tb4t rooterloa, • U.o ruaa, 1a orrtooa aD4 111 tho aUoelo - oro OGiO&H ln a r lahl:r ort wt to br!JI& tho pi'OaOAt nor •• a qvlole oncl ••oooaotlll oODalllol•• OIU' people s..<o ,P1'14o la Ulo •alor OA4 aO\U'a&O ~ t h o1r •-a4oe-1D-U"'la, t ho Cblaooo pooplo. Wo ahall DOt tarcat tbat to~ f l•o :roare JOW' OOWl~ •• tho Cl~d Y1ot1a ot U h au rood• - bu bo14 tho Aa1an ti'ODt 111 t bo atruat~lo Cor r ... ~. tn tbo put -tba, 4v1q ltlloh 1q ea Oo\IDtr:r b4ta alltfOJ'H at~k rrc.~ ov c-on onaoq Iapan, .. haYa ba4 r-OOD oYM -r• koonl:r to Hallaa tho atroaath, ••UltJ OA4 c01U'ogo or :rnr ar.1aa and ot Jour pooplo. Chlao 1o t o lla • a:rllllol ot llhot oan bo aoo-pUabocl b7 a 4p'l tn·• ottort OA4 a l&b.ltH aotloaal nUl. 

lbe people ot t bo UD1ta4 s tatoa baYo plo4&e4 all tbolr roaourooa to tho a ttatna·n t or Ylotor:r. OIU' aJ'IM4 rorooo an4 •'l'll~nt, clcb aro appoar1JII 

Regraded Unclassified



.-, 

1a lMH .. lA& •v.&Ul • Usa kUletlel. .. 
&bi'•'P .. ' Uae -u, ell.l , ... •' .. n• , .. ._ 
,. ... !be , rowilla er r .. ln aw-aUa e1 Uae 
tla1U4 .. u .. le a\rllllll& • .,.., -• , •• ..,,., . 
bla .. •' tba aOil\el>e ot A.&le a\l'e~~&Ulo • • are •­
tldee' Usa' Ula Ude et llaUle baa wna4 ..-tu\ 
\ha u h an& Usa' Yle\ei'J wlll ut l eaa " &eDla4 
we Unlta4 ••u.... Dl \ ble 4Jt1Ya ru •la\ei'J, 
Qhia& 1• plaJlDo • 1'1\el. rele. 

'the t l'18114ab1p wbl ab UJiila ...,. tao OOIIAtrl .. , 
born 10113 1a \ba pu\ Ul4 nee • v eaa t he•uwl 1a uae 
U r•• ot ear, la ...,. " .. ' •••..,. ... • tor • laatlA& 
l>e& .. an4 l)I'Oaparl'J lleaa4 • ti'M4• t ar tu 
paoplaa ot ell aaU••• 1 M&U 4a nPJtbill& 1a 
•1 peoru to oGDt'-la '• balp Cblaa, u t •lJ -
""' alao 4\11'111& \be ,..,1o4-at ""-'r.aouoa. 

Slae .... l J J W1'8, 

oanel'alhat.o Chl~ l[al•abM, 
ll..,q¥artara of Ula 0-l'all .. lae, 
Cb.PlA&. sao.-., 
aau-. 

:128 
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Dear or, KIIIICI 

t •• ...... uUq u, Pea M e_.,eJ M 7ft 
the tollowlll& P.rHD&l Mea .. e f.._ ... 
IC1'. !'ox'• nbm to Ch'IIII&)IJ.JI& to eMUne hie 
dutl .. ea -rhea • ....,. ot tbe S\ab1Ua•U• 
l!oa1'4 or Cblaa h a t'W'Ular hU~J ot the 
ep11'1 t of eooperat101l wtliall baa loac allaraa• 
tu1ae4 the relat1-.e ~etwe• t.toe •late\1')' of 
!'lll.nee and t.be TreaallJ'7 or the 11l>lh4 Stat ... 
1 epp1'Mla\e lla•J.a& b.a4 .... Faa wUit u, I 
lla'fe bacl t.toe epper'-ltr t o 4h .. u with bla 
tile MDJ dlttle'&lt eooaoale ..,. tlaaaelel 
p1'0lll•• wbleh eoai'I'Oilt Ohl-. I eaa well 
epprMlate t.toe 41tCleGltlee Wblob taee a 
e0W1t1'7 wllhb baa lie- eoatlAuCNelJ at. war 
tor .nearlJ t'lv• rear a, It at aA1 u •• t.toe 
Treaaul')' aD4 lh t'ae1llt1 .. oan be of UJ 
help to ~ou, 1 ahall be clad t o be•• 7011 o•ll 
upon ••· 

I tn•t tt.at JO\lr bealtlt h "reatl7 1a­
pro•e4 and wi th 11.1Ac1 pwracmal r e&ar4a, l &a 

!:l ncerelJ, 

(S1gu6~) ~v~~ Av•n~--~~. Jr. 
Secre tal')' ot t t e tre••lll'f • 

Dr. fl . k . ~' 
ktnle t er or PlaAOee, 
ChW\&k 1 Qg I Oh1Aa. 

, .. h 
5/1/42 

7/.-?/,: c 
{!~ .7Y~') , (0 ~ 
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~ bt, 1942 

To Adler 

f r>C the Socretary of the Treaoury 

rl•l•r enco your cllble dated A:prU 2?, 1942. 

1. ? roasur; bnd Fox believe, on the bea le of in~~~Eatto~ ~v31larle, 

t!ia~ :G! ticve~:~~er lat &..ltt'ecm-!nt cthould continue i n cttoet . t'e wieh it 

nac.e c1.u.r to t he Chinese thP~t the Trttesury h -orere.t:ed t o aec t~.: full 

~tllh•tlon of t he fun6a ""de av&11~blo under the A~rll ht Al!l"'eDOot . 

te cannot ur.derat3n.l fro:~ your e&ble .,.hether or not t l'." Exch&l'l.ge Contr ol 

toaalatloo or the Ch i nese Gover~~nt has any objec t ion to t he eonttnUBttoo 

or t'te Novealtt. r lat as:ree'le nt . 

2. li'Hh r •!•ronce to t!le ent lc iJl"tBd dorletlon or the ot e rlln;: 

nG&e ts of t~o !oard, if e t~rl ins 1a not avu tlnble 1r~m other sources , 

Treae:ury ha t no obj ection to t he Bo!\r d ut l n( ita <'ol\fl r 1u1 se t a for t he 

;r.orc~ae of e tt ··llne. Tr ·Asury b eer..cernr :l .1oovo Pll t.~at ~!te 

~h~1l1z&t1on Dotr t\ ahol'l \1 cio all rosa l ble t.o ttl'!') tne Ch i ne&_, YI'C.: 

a::Jr&.. 

v. ilt~ rb6~-~ to relat~o~• ~tween t he St~bt l1rat 1on Ec~~ -~J 

t~t t xehangt Contr~l Co=alssi on , Vr. Fe~ is returnln~ to Ch ina i n th~ 

t..l•• f"'1tu r e and , if' pose ible. no dec1,1on regvcUil.g y our Tlr o'CQaed new 

•rH""~ement or $JlY other ,ru\t t. ttr inv,lving tho r e.lfltlont bctTI&en :.::,.ese two 

Ali•nc l• • ehoulc! be t•J:~~ prtot t o bit ~rrlv .. l I n Chino. 

IS:fo(o 

S/1/~~ 

\ 
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)!Jl. 
This telegr no oust be 
pnrnphrnsed before being 
oooounionted to nnyont 
other t hcul n Govemnentnl 
ngenoy. (BR) 

Seorttnry or Stnte, 

11nsh1ngton. 

Chungking via N. R. 

Dated May 1, 1942 

Rto ' d 8 p.n. 

132 

489 , May 1, noon, (SECTION ONE) 

FOR THE SECFET..:.RY OF THE TREASURY hND FOX 

FRO!( ,\DU::R, WEEKLY ECONOMIC . 

(1) Snles ot saving certifiontes April 1, 

hpril 25 on dollars 16, 000 , 000. 

(2) REcEipts and Expenditure s tor fiscal 

:v~d cnltndnr yEcr 1941 nooording to nest r ecent 

but still inoooplEte dntn. (All figures given to 

nccrest en dollars oillion) REceipts: taxation 

3?9, revenues from administration and public enter­

prise& ?3, other 8?6, r eceipts from loans 8806. 

Expenditures: ordi nary 1952, rooonltruction 2055, 

extraordinary 2684, emergency order • 2?08, balance 

on hand ?33. Total 10,131 or 259? greater than 

eatimated. Net r evenue 1328, nat expenditure 9398, 

net deficit 80?0, or, respectively 100 (t) 1864 (?) 

and 1964 more than estimated. Actual revenue except 

vague residual item •other• consistentl y less than 

esti mated. On expenditure aide ordinary 436, 

reoonatruc t ion 166 
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-2- N489 , May l, noon, (SECTION ONE) t rom 
Chungking via N. R. 

133 

reconstruction 166 and extraordinary 240 lees than 

es timated, respectively, but unbudgeted for emergency 

ordere exceeds these plueee by 1, 666. Total bor~~w­

ing of 6803 is 2,69? more t han estimated. 

Note ; 

(a) Several items on both sides ledger ob-

ecure. 

(b) 1941 receipts do not include land tax 

collections . 

(o) Estimated revenues f or 1942, 5069 without 

es timated yield of land tax would appear much too 

rosy especiall y as they are near ly quadruple actual 

1941 revenues and as 1941 actual revenues tell short 

of estimated. 

(d) Ne t expenditures 1941 almoat 2i times 

actual 1940 about 25~ greater than estimated 1941 

and about 55~ estimated 1942. 

(e) Impossible with available data to calculate 

months military t o net expendi tures in 1941 , a guess 

eetimate based on assumption that "emergency orders" 

were equally divided between military and non­

military expenses would indicate that about 5450 

or roughly 60~ were devoted t o war purpos:e as 

compared with 

• Regraded Unclassified



-3- 1 •189 , Me.y 1, noon, ( SECTION ONE) from 
Chungk1ng v1a N. R. 

compared w~th about 55% 1n 1940 and nearly 50 or 

1942 eat1mated expend1 turee. 

Deta1led analys1s or 1941 receipt& and expend-

1turea tollow1ng by pouch. 

VINCENT 

WSB 

134 
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U!H 
Thi s telegram must be 
~rnphrns ed btfort b ting 
oommunioated to anyone 
other than a GovernmEntal 
Agency, (BR) 

Scor ctnry of Sta te, 

•vnehington 

Chungking via N. R. 

Dnted May 1 , 1942 

Reo 1d 5 t35 p , m, 

489, tlay l , Noon ( 'SECTION TWO) 

(On£ ) I n thE l ast week the £Xteutivt Yuan : 

135 

(.\) Announced schmt whereby Qovernmcnt; Kuomintnng, 

and educational officials in Chungking and cnvirous 

wlll bt nblt to buy spEcified amounts of necessariEs 

at suba tan:inlly lEss than mnrkct pric es. Scheme 

whl oh ls a logical extension ot riot nllownnct scheme 

alrcndy, in operat i on i s to go into effect in nbou t a 

month , Something of th lo nnturc hod become essential 

to protect officials wi t h fixed incomes against r avages 

or lnflnt ion, 

(b) RecommendEd npnr opriQtl on ot a further CN dollar• · 

250, 000, 000 to b t Qllocot ed to provlncinl governments 

most of whos e sources of revenue hav e been taken ovEr 

by Central GovErnment. 

(Two ) war tim£ consumption tax went into Effect 

on /,prll 15, This Central Oovtrnmcnt tax corpora tivE 

provincial transit and miaotllDntous taxEs a nd will be 

levied on goods not nlreody toxtd unlcea aptcif ical ly 

txtmpt cd , Rnt t of t~ is 5 , 10 , 15, nnd 25~ on ncctsaarits 

non- nee cssar1 u 
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-2- ,il489 llny 1, 1942, floo.m Chungking v1n N, R, 

(SECTION 'l'IO.) 
non-ncocss~rlta , soni- luxur i ca nnd luxuries , respectively. 

It Yllll be oollcct£1 by thE l!arltimt Customs and is 

officially catimntrd to yltld CN dollars 250-300 

million which ls prob~bly too high. Tax reflects progr es­

sive centralization of Chinese rtvcnuta; abol i tion 

of m1ny provinoi~l nulsanct taxes n step forward fiscnlly 

lnd tconomlonlly , . 

(END OF HESS.\GE) 

'1St\ 
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I"() 
Ill•• Chauncey, 

To be pla.ce<l in Secre tal'7'• tile. 

P.A.Southard,Jr. 

• 

• 

Regraded Unclassified



IJil 
Thls tElEgram must be 
paraphrasEd btforc bclng 
ccmmunlcBtEd to anyonE 
othtr than a Oovtrnmcntal 
agency. ( BR) 

Sccrttary or Statc, 

'lashing ton. 

352 , Hay 1 , 11 a . m. 

Qulto 

Dll.tEd Hny 1, 1942 

Rto'd 6 :32 p. m. 

FOR 1!.'\R'lY ffii TE TRU.SURY FRO!' OLA'I'lER 

Mlnlstcr or FinancE has agrttd to tErmination of 

my ass ignmEnt in Ecuador as of May 15, FriEdman may 

thus bc transfErrcd to public 63 aa of that date , 

I havt planc rEsErvation lcavlng Ecuador Nay 19, Cablc 

lf aat1efaotory. 

LONG 

RR 

138 
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TEI£0RAM SENT 

IH 
Th!.s tElegram must bE 
poraphrastd beforE bting 
communicatEd to anyon ~ 
other t han a Oovcrnmcntal 
agency. ( BR) 

AIIOIBASSY 

Lo.'IDON (ENGlAND) 

1901 

May 1, 194i 

4 p.m. 

TO CASADAY FROM THE SECRETARY OF THE TREASURY, 

Pltast sEnd by ~ir pouoh "Consumer Rationing 

:1111 

during Maroh" a nd "ThE B1nok Mo.rktt in Food Products" 1 

l isted in recEnt wEEkly summaries of rEport ing activities , 

Until furth er notiCE send by air pouch 0.11 such reports 

having o. bearing on ra tioni ng o.a soon o.s they ar t avai1-

o.bl t , 

FD tFL tMLB 

• • 

HULL 
(FL) 
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Treasury Depart•ent 1112 
Division ot Wonstary Roaearch 

• Data -········--··-···"·'·'10 

Tg:~~ 
Fr011: 0 . h. <I~ 

")urt~~~ 
~~A-~-

o __ _ 
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c 
0 , 

r 
-·- 01 ltA!I •+ETIIU 

!be ---~ of S\aw preoeah bio oo,..11.Ma\o 

t.o t.lll Boaoralola t.lll &Mre\111'7 ot \loo !ro&IOU7 -' 

bu..tw urnttb a-., of .. opa\cb •· 7o6 4&­

llanlb 31, 1~2 fi'Oa t.lll -.n- OoUII4\e 0..01'&1, 

Zurllll. lwUoer1P4. baa.C\\1"1 a ,....,olaUoa of aa 

e41\orlal 1a \be :r&AIDIJIIDI Zllftml) .aUUe4 ....__ 

.... , Dolla1''. 

iulo-1 

hoa Oouoala'- aeDil'al, lv.riob, 
.... '106. lfuC 31, 19112. 

143 
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c 
0 
F 
! 

lhll>Jee\1 ,...,. .. uu~~e \nall&\toa of etl\orial 1D 
n.uDIJII!II. lll!!UIO eauu ... ew•prn 
llollar1 

D>e BoDOralll.e 

llrl 

H1\or1al 1oh1eb IIPPearH 1a \be ~ Zll!UJIG of 

lleroh 26, :1.9'12, eaUUe4 ~red llollar1 , wi\b reprd 

to \be fl""""lal eUuaUoa ot hUoerlaDA a1 a ren.l.t of 

\be 'bloethc of lwiee fWI41 1a \be tlal\e4 hat ... 

Ia quJ.a~Ueaw. 

~~arlee v • .U tatter 
.Aalrle.a OOAn.l. 

OoP7 \o ~e .U.rl- I.epUoa, lira. 
CoPJ \o tile lllneloa of o.-reial Utalre. 
tiJ)O fm./U • 

1.44 
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0 
0 , 

t 

:145 

.Aa a proof of Ulo -r ta *1& tho llalt.t 8\&Ho la\eab to 
fl.tJ>t tor~\ 11114 frMdoao \he Allnicaa .... ,_,, 1a \be -r 
of 1941, aot oDl.T fro .. UMh la .liMn.,. of bonUo Azto l'wotn, 
wt olao U~o• of -tral :IQzopoaa -\rtoo, \be aoooh ot *lab aro 
_.t4oraUT ~r. !be \era "frM•1 ie, ot ..,....., •Ml.T a 
ai-r for \be llanUr ~t •n porUMa\ wo..t •ooat11oate•, 111\11 
tho a4do4 •"'•'-'" Ula\ 1\ poral\a UIGM ooacoJMA \o ear17 \he 
Uoao 1" qv. .. u ... ao uooh la Uloir aeccrQJI\o, ot oov.roo IIIIT 

U1v.olo" ao to \be v.Uilut.\o ftolv.o of UloM uooh ozioto oiOl.T ia 
thooo oov.avioo *"" for wertov.o naooao tho floUo" of ~ho houo\:r 
of tho Allelo-luoa po11q ..,.., bo IIJ)hel4 a\ IIIIT priM. Ill\, ao a 
•tter of feet, tbio ...-pUoa r141ttf1111T orppeuo to bo ,lu\ u 
~oUoiiUlo .. -. hope ot a :artu...._rtcaa T1eto17, 

lor I W1\•rlea4. thie "-rtoea eoatra.,.aUoa of lew - tor thlo 
111111&\eral otop 1a \he enou., o:o::di&JICI acre-•• ..,.,_., 11111\ .. ,... 
1&104 aa4 tho l1D.i\e4 lta\eo ._, bo 4ooip&to4 othomoo - hea 
create4 a par\italarl:r 41tfiealt oltv.&tio"' Altho~ lw1taorlaa4 
ov.tfero4 & ooo»Ual looo of •r• \hal> 1 lt1111oa fraaoo 1" 1\o .Aaorioaa 
aoMh aa4 la.,.o-ato thro.,. Qo 4on.lv.t1o" of tho 4ollar, Al>rtiiC 

\hi firn :raar ot \he war 9 ltWiou (4ollaro t) tlo1114 fro. \he 

O..U•a\ lato \hi •o\ro., 'boz' ot \hi 11a1Mt Stauo. Aa official 
b41oat1oa of tile \e\al lwtoo uooh *Ub h&.,. -~~ placed u •aoto­
Uipt.,• With \hi .._rt..,. 1o ,.,......,, ea4 1a nov ot tho t.ct that 
a part of \hie M~Pital wao ozporte4 la Aortov..o Yl!fl1 tho -t 
aaowt\ Till bo 41tf111&1\ io oo\&ltl1oll, llo\ilut.\eo ..,_loh "Ppp&r hi~ 
probable oot \bo flpn a\ \hi roopoo\altlo IIIUI of 5 ltlllloa 8Wioo 
fraaoo, Ybloll 1ula4eo 4opooUo, ollaroo, ltoa4 .. otoei<O, ot ootora. 
!fhio ...... \h&\, oall1&l&Mt .. oo..tt., to tho -ltor of iab&ltitaah, 
a por a.,pl\& IIIUI of IIIPI'Ozi&&\ol:r 1,~ lwtoo f""'oo 11 fnooa 1a 
tho l1111Mt 1\&\lo, *loll - 41:( Will bo cloiao4 ll:r tha\ ...... ,.,. u 
18111\aorlaA'• ooa\rtlla.t1oa1 to tile .Yoricaa au\ of W&CiJIC war for 
"'v.rope., frMdoal, 

!bat \blo proii!Hi 1o 110\ ne41l:r .,tenlli""' ll:r \11oM oo.......,.o4, 
oho 1ocla4e ao\ 0101;r lwtoo M~Plialloh ltv.\ aloo tho tra4o aaioao Yi\11 

thoir h&..t oarM4 -borob1p OODtri'bv.tlooo, 11 OOIIProllouilt1e, 'bv.t 
that 4on DOt nlie.,. tba troa oou14or111C how \boN aoooto will h&.,. 
t o bo wrti\eo ott, ~ • ..,_.thor u -nisaUoa or &I a 1ooo, Of 
-. ao ota\e4o U io l&rPl:r a ,....uoa of ponaaal op111ian how 

b1t,ll 
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llt.cll \lie lo .. ria aft ee\t.a\e4 -' .. n.uq \a.. -.r '-'tr 
pl.,. a .,..., ~- pan, !be krt.eb \as ottialala, lfllo Me4 
u \ be cuJ4M )7 the - •eatt..Wol eoul .. r.Uou u u.. 
pollUoi..,., haft .., fer \Ia• fire\ \U. .... , .. \bia 1'1*- tu 
tex offiot of tile Cea\oa of krt.&. a fn "''"' ... ••• the tea­
Pit'" were lpeii4111C al.Hple•• A1-"h fUliac oa\ \lleir hz 
4eclareUou, la14 don a raliac oa tbh tue•Uoa, Iae\ra.otion• 
to: l ....... u,.. the lo•• oa .U.n ... uHh :peraU a\ \bio tt.., 
~at lOfor \be fln\ l'ielt 7"1'0 a 4etaoUoa of a JO :pereen\ 41 .. 
cout, Jor efti'T $1, 000 of froMn uH\o the \upoorer 1e 
auU.OI'ise4 t o oou1411' $)00 u loot, Jro. till l\&114»oin\ of tho 
tex ottioo, tbie 1o oena1nl7 a Ch'II'0111 offer, 1\ 1o ('11\1 
onothn qvoeoUoa •other \be \az otfioialo voulA be prep.ro4 \o 
11111 froa \lie ,_,._,.. \Ill rn ••tnc lO :ptrMa\ of Ulair frooen 
aaott• at Ul io atficial rate, or a\ lou\ -- tiltH _,.to, 
Jortuaate}7, tile taz official• ... pola\ oat \bat th~ are 110\ 
co.hnt \o pft ozq llaoh cuarant7 ao4 tlllt Ulo tazpqer ..,. ha4 
.. " ooati .. nn la \he in\1¢\7 of t he AMI'ioen ao .. .,...,., d 
the 4ollor \haa ill hil own Ocrro......,.t d the awtoa frano, .,.., 
not oal7 'bo rupoaoi'blo for hh tozo• bll\ aloo for tao• nc:b&IICe 
r1oll:e, 

ro/U 

:1116 
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DOCiliiO O fJT,!!'tM 

lla'ea IIIIJ l, 19112 

J'roaa Moooow 

122 

Vi\!> ret•r•c• .,. 711DZ ceble ot .t.prU 24, cllar&• oar 

&CCCNAt, Pfll h 711DZ .. l'rll $26,1145, 111, 

(51&DI4) atah JaDk ot tho u.s.s.:a. 

(lloco1TI4 ll7 h1oplloll• troa J'l4aral ltlllrTI JaDk ot in Torlt, 
N. I. 5150 P•• • IIIIJ 1, 19~2) 

147 
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1.48 
TREASURY DEPARTMENT 

INTR".()I'l'ICII: COiollloiiUNICATION 

CONFIDENTIAL 
Roclotorl4 otorl1DC tronoactiono ~ tho roportiac boako wore ao follovoa 

Sold •o coamarc1al concern• 
Purchaoo4 fr .. C-orcial COIICIJ'nt 

.£61,000 
I. J,OOO 

Oplll urkot otorli.Ac raalnl4 a t 4. 0}-)/4, with no reportl4 tr&At&Ctiono. 

t ho Cana41an 4ollar 41ocount wit.nl4 t o ~ at tho clooo, ao o_.-14 with 
11-7/~ 71t t ord&J. 

!ho nnnuolan bolhar a4Tanc14 15 pointo t o a filial ~otaUon of .21135. 

In 5ow tort, clooing quotation• for tho foroicn currencieo liated below 
vere •• tollova & 

Ar£111\i.nl pooo (!roo) 
Rr aailian ailroio (froo) 
Oo1oabian p11o 
Mexican peao 
U~an peoo (fr11) 
Ou'*" p liO 

'l!ho 'froo' Swi oo f r anc rooo t o a now h1ch of .27lio, or two contt h1por 
llw> tho quotation of ~ril 28 . fhl •c .... orcial' 5wi oo franc raa1ne4 at aboQt 
.2})1. 

In or4or t o incroaoo tho Stabililaticn J'WI41 I co14 balance, vo pouc:haoo4 
$10,100,000 in col4 troa t ho Gonoral Jw14 t hrouch tho lltv York .&.aaq Office. 

Jo IIIW COld l nca& .. lll\1 wert repor\14, 

In Lon4on , apot an4 torvar4 oilnr r .. aino4 at 2}-1/24, oqu.halont t o 42.&71. 

Tho TrtaiU!')'' 1 poucbaoo price tor toroip oilnr wao unchoace4 at 351· 
BODdjr and Raraan•o 11tt1aaont price fer foroip til'Jir wao aloo unch&llc14 at 
35-1/8;. 

VI oa4o 110 pouchooo o of oi1Tor to~. 
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C(I'I 10, ...ll 
BRITlSH IIJIT SlllRI! 

(11 ,S , Sllllll'r) 

Jnfc_!'Mtion received up to 7 A,M,, l ~. 194~. . . 

JWliiA, Tbo majorit:r of our forces auooeul\llly oroeoecl to the aortb 

bank or the IRRAlWI!I on the night ot tho 28th/~ 

~. Oa the IIJIIIWISI h<mt a oeabo""' 1\Jaol.an force reported 

NYirol thcNI&DI! ·~ bu 80de a l.andiJis behiDol the Go,.,. llnoa oa the ooutbam 

oboN or the tm'CIVSU GlJU' aort.hwet ot the _,th ot the Rhn LDS&, 

29th/30th, Ooer lSO tco8 ot II.B. &DIS iaoend.l.&riao nre clropped on 

1M PI.RIS taotorieo !IMIO<I ;reaterdlo7, Sovorel direct hitl are olaiMd, 30th. 

'!lnl•ty- !0\U' DoatcM, oigbt ltuTiooao bollboro &DIS eight Whirlrinda eaoorted by 

tcrty-t.hroo aqu&drono ot Spitfiree attaclced docka, aoroclrolooa and a roilwa;r oentro 
,) . 

in lllL!AHD aod Nortbem l'IWiCB &DIS shipping orr tho oout ot 8RI'WiliY whore a direct 

bit wao obtlinecl upon - or throe de&tro;rere, Iii additioo twenty aquadronO ot 

Spi trb..., earriad <01t •-pe over llortbem I'!WICE, Six • ...., tigbtere nre doe-
< 

troroo!, ai.x probebJ.T deltro;red &DIS aevon "-ado It lcot - Spitnz.a (ton> 

pilot. l&h). 

)Oth &pr1l/lat ~. JS - e1.rcratt operated aca!J»t thil c-tzy. 

8 .., ... deotro;red by ..,. night tigbtol'IJ over J!ll«lLAJII) &DIS two over J'IWICB, two wre 

J»obebq deatro;red aod two wre ~. 

ll&lofl.. Betwen l~/29 &DIS lW/JO ~ bollbore eaoorted by tiabtel'IJ 

attacked, ··~· ....... bit &DIS two airoratt on the sroW><I .... dMagod, Onr 

tigbtara &DIS A,A, doatro;red throe eJ.rorott &DIS d-..s tour, 

3. g spam 

30th/lat. aa.tdDg- ebia~ over n:JIISim but- aot o-troted. 

Xo -t -..--&DIS cuualtiOI wre not beP7o 
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WMitti&SiW. D.C. 

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

Dear Henry: 

May 1 , 1942. 

The attached is from the British Political 

Warfare Executive Weekly German Directive. 

Sincerely , 

William ~an. 
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Hitler's speech was his f irst since September; 1939 

which actually lowered morale and confidence. The Germans 

wore given discour aging answers or none at all to nearly 

all the vital questions troublin& them . 

It may no longer be possible to at t ribute to the 

Propaganda Winistry responsibility for all that appears 

as "propaganda• , since the acute internal conflict in 

Germany is now producing such serious divergencies . It 

may be diff icult to find a thoroughly consistent purpose 

or closely integrated picture . 

The Nazi party is being given increased prominence. 

This seems to be a permanent trend . Hi'tler, having defin­

itely cast 1n his lot with radical extremi sts , is now 

doing everythi ng to strengthen the party organization. 

Making terrible examples of a few par ty official s , such as . 
those known to be corrupt, may be included 1n this program. 
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Kay 1, 1942 

The Honorable 
The Secretary of the Treaslll')' 
Washington, D. C. 

Dear Henry: 

The attached is from the Weekly 

Italian Di rective of the British Politi-

cal Warfare Executive. 

Sincerely, 

WilliamJ~ 
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a. lordening of the internal situation. l eakneaa of 

:eeMI!my means heavier calls tor IIB.Ilpowar on Ital)l , planes 

for llalta , troops for Russia , thus inoreaeing do~~eatic dif­

ficulties in I tal)l and making bas i c problema of f ood pro­

duction and distribution ·IDOre acute ; 

b. Fuacist propaganda seeks to divert the attention 

of Italians from the German internal situation as reveal ed 

by Bitler ' s speech; 

c. RUIIOurs of poEtical crises 11uat be traated with 

ut.cost caution. In the past, hopes of Uta crown's taking 

U1e initiative have so often been frustrated tJ,at it would 

be dangerous to indulge in coJJUDents and deduotiona wi thout 

convincing evidence. It may be that r11110urs of constitutions~ 

crises h11ve heen ~eliberately set afoot to put pressure on 

t ne crown to commit i tself even more deeply to the Fascist 

regime. 

d. The meeting of llussolini with the prefects was 

probably concerned with food probleu. The powers of ailitacy 

t r ibWlals and prefects have been g~Xatly extended, and 

l.luasolini seeks shel ter behind t.ueir authority. This dec:en1~ra- , 

lization evidently is aimed at local solution of fond problems, 

which further confiri!IB the breakdown of t he Fascist system; 

e. That the Fascists are anxious is confiroed by t he 

increased jamming of for eign broadcasts. 

Bitler' s current favorite is Laval, not llussolini. We 

must expose the failcre of llussolini' a policy indicated by 

the significant eile.nce which ia uintained by Fascist 

proP<I&anda on Italian claims on Tunis, Corsica, etc. and re 

internal o.ffa ire in France. 
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&!ed i terraneo.n: 

Roosevelt's statement on American warships in the 

Mediterranean whenever news permits should be repeated. 

Hint at fact that American Navy bas access to l&editerranean 

because of American base in Eritrea, and via Gibraltar. 
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COORDINATOR OF' INFORMATION 

The Honorable 
The Secretary of t he Treasury 
Washington, D. C. 

Dear Henry: 

May 1, 1942 

The attached is from the Home Intel­

llgence report for the week ending April 29. 

Sincerely, 

' 

William J~an 
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'nle dominant note in all regions is expectancy, 

ranging f rom . •more active warfare in Europe• t o 

"firm conviction that this year we invade the west.• 

The Commando and R.A.F. raids have had a t onic 

effect. Speculat ion on •coming Allied offens ive" 

has been caused by German precautions in the west, 

by Beaverbrook' s demand for a second front and by 

the Yarshall-Hopkins visit. 

VichY - There is anxiety as to the future of the 

fleet. Laval is still hated and hopes of a success­

ful at tempt on his life are expressed. 

Russia - There is little comrnent but gratitude, 

confidence and admiration persist. "Russian t alks 

and films are still the major incentive to increased 

production. • 

Far East - There is continued satisfaction on the 

Tok,yo bombing, otherwise interest has declined. Only 

a minority indicated anxiety on Burma. 

Ualta - There is admiration for the defense and 

for the people' s spirit coupled with the demand to 

bomb Rome. 

Hi tler ' s Speech - "He has a pack of trouble on 

his own front . • •Nothing in it to discourage us. • 

'Bath - "The population stood up well. No sign 

of fright . Th.ere was pride in having taken it. 1 
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There was an exceedingly good response to the Ministry 

of Information loudspeaker van announcements. •Peopl e 

immediately hurried to do as they were told. ~ 

Industry - There are fewer stories of slackness and 

idle time and less criticism of management. 

Budget - There continues to be favorable comment 

with prot est against beer and tobacco taxes. 

Proposed fuel r ationing. Public has reacted very 

unfavorably. 

Food - There is general satisfaction over the immi­

nent control of luxury f eeding and restaurant meals. 
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TO 

TREASURY DEPARTMENT 

INTEII O~Cir COio41o4UNICATION 

Secretary Ucrgenthau 

Ur. lt8JIIarok 

1 

subJect: Summary ot U111tary Reporte 

R. A.F . Aot1v1tl 

Dur1ng the n1ght ot Apr1l 27/28, 91 tone ot h1gh 
exploaive were dropped on the Germsn fleet at Trcndheim. 
The next night, Wednesday, 29 heavr bombers were eent 
to Trondheim and dropped 56 tone ot bombe and mines. 
The reeulte were mainly obecured by ~e and smoke, 
but one bomber claims to have etraddled the T1rpitz 
with mines. The bombers also eucoeeded in ahooting 
down two Messerschmidt 110 night tigbtera. 

On Thursday night, the main attack was on Paris 
factori es working tor the Nazie. Eighty-eight bombers 
were used in this attack which , aooording to preliminary 
re ports, was very suooesstul. The plantB bombed from 
a low al t i tude. (The ability or the British to make 
rcor-top at tacks on t he plants in Paris s.nd on Roetock 
shows almost complete absence ot anti-aircraft protection 
and even or ba.rrage balloons around meny important 
targets.) 

(U .lt. Operations Report, Apri l JO, 19~2) 

Vo1ce or the Chief Broadcaete 

Better Air Raid Protection ie Needed 

The Voice or the Chief praieee the Luftwaffe ' s 
•eucceeeful raids• against England, but bemoans ineutti­
Cient air raid precautionarr meaeuree in Roatock, Luebeck 
and other oit1ea. 
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•Well, finally we have gotten around to 
buating up the joints or the dirty Englieh 
just aa they did to ue•, the Chief eaye . •That 
ie something at least: Retribution tor Luebeok, 
Roetook, Hamburg and Eaeen. I have aeen what 
those dirty dogs did there, and I aay, give them 
the worka, tear up their etreate, aturr t hem into 
t helr oallar a, juat aa they did to ua. 

• But that ia not enough. Wi th ua, too, ·in 
our bombed cities t hings must be done differently. 
It ia not enough to block orr heavily hit d i stri cts 
in order to epare our compatriots euoh eights or 
to interrupt the postal serYioe to etymie the bad 
newa. 

' It ie muoh more i mportant to ahow eome 
oonoern tor the health or the working population 
in the oitiea which have been bombed. For, in the 
plante that remain unhit, double and triple the 
work must be done now in order to make up ror the 
dama~e done by the enemy and to avoid interruptions 
in the eupoly or material.' 

(Federal Communioatione Commission, 
April 2S, 19~2) 

159 
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OF POSSIBLE INTEREST 

The Oommandere or the Ruaa1an A1r Force 

GenBral Zh1garov 1a the Deputy for Aviation or the 
People 1a Oommieeariat or Defense. That ia, he ie 
both the commander or t he air force and head of the 
"ir defense depa r tment . Zhigar ov wee Soviet Air 
Attache in Ch1na in 1936 and later commanded the 
Far Eaetern alr force. 

Gener al Nov1kov wee recently appo1nted tirat deputy 
commander aa a result or hie aucoaearul a 1r defense 
ct Leningrad. 

General Petrov ie the second deputy commander or the 
Red A1r Force. Petrov waa f ormerly a teat p1lot and 
head or t he Ruee1an a1r r esear ch inetitute. 

Gener~l Proakurov, third deputy commander for Av1at i on 
1a also a member or the Soviet Supreme Council, i .e., 
equivalent to an Amer1oan Senator. Proakurov fought 
1n Spa1n as a Ruee1an volunteer sga1nat Franco in 
1937 · 

160 

(Source: Br1t1eh K111tary Maga~1ne , 1The Fighting Forces• , 
Apr 11 1942) 

• 
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ContG'.,ce o! 8ir l'r....,.1ck md llr, a..tl.q 
with llr. 1b1te md llr. ll1oka lJlllr, lb:l.te'a o!!1oe 

llq 2, 1942 
10100 ... )(, 

Sir l'Jo..._.1cl< 8lld llr. a.lq called ~apCD llr. 1b1te to .u-. 
Britain 1a dollar polli~i011. 8ir hederick Hid tba~ necoUaticma !or 
the Ul<e-onr ot ordnance ocntraota .,..., prooMdin& Mtia!actoriJT 
and that $90 lll.illon lll.cllt be raaliaed. lie Hid ~t tile !aoil1~1M 
were beiiiB d1acuaHd with llajor PT801l, and ~bat ~ ll caHe r.ain-
111( 111 tbe U.t o! plant. rec--.s !or purcbeaa 'b.r ~ Prnidc~ 
llisl't be purcbaeed 'b.r tbe ArwT at a price o! a- t6o lll.illcm. !'baM 
plante illcloded f)S aill 1011 o! airorafi plante and $25 lll.lU011 o! 
other plante. 

Sir hedericl< Hid tbat ba ill~ded to ... llr, Acileacn aar:Q" 
next week on reciprocal aid, lla aaid that it appeared that 01Xp811di­
turea on acccunt of ...,...10111 troopa abroad would approxi&t.te t:10 per 
110ntb per ,...,, b01t tha~ ope~• lJlourred OllldG' reciprocal aid "" ac0011nt 
ot Aooerican troopa abroad would probab:Q' be betwMn 12S .,d $30 per 
ldltb per..., 111 tbe 11111~ ~ and perbapa a Uttle .ore ill 
AutraU.. 

lie aaid that 11bon the anaJTaia of theM ooate _. 0011ple~, md 

tbe adnntace of reciprocal aid to tile 11111~ Stetea wu cletermned, 
it J01rbt be 11ore pou1ble to obtein tr .. a<>Y.,.,_,t a,.,ciea or ..., 
eon,r ... tbe llmda wi tb wbl.cb to purobaae .... ot the r-1n1 nc 
Britiah ICiltreote . The principal rellainills contracta, 1t ot.ber plan• 
a010caed, will be tbe aircrafi cantraote, tile totel nl- of undeUv.-ed 
u~iale on Wbl.oh 1a k50 lll.illcn • 12SO lll.ll1011 rnailla to be paid, 
and ~ aill1cn e~da u adY..,ca ~t. 

Sir l'JoedG'iol< lett with llr, lb:l.te a COW' of a_..,_ r.n..,.. 
inc the proapeo~ o! lk1.te111 'a dollar pollition tar ~ l2 _,the 
berillninl April 1942. lie allid the ....,...,dua indica~ that lk1.te111 '• 

de!1cit on current account dnrill& that period would be betwem S2SO 
and $300 lll.lUon, and be allid that the ~a~r;....,.,..,. an..,._te """ 
beillg diacu .. ed liVe no~ aut!1cillllt to OOY81' that de!1c:l.t, 

llr, 1b1 te n.aae•~ to Sir l'Joed81'1ol< tha~ 110re tbCI $4SO III.Uion 

ll1sht be obteilled tr .. tba ~-· o! aircraft ocntraota, moe 
tbare 1• at aro' u-, a larp Tol- o! aircraft, mjlillea, and tr-a 
that baTe been dellTG'ed to tile Br1t1ab, and ~ do oo~ appear ill 
the Yalua o! UftdeUTG'ed uteriala, bOlt 'llbl.cb ban not been abipped 
tr.,. the United 8tetea, aod ara tbara!ore aYOileble !or Ul<....,.,..,., 
llr. 111cl<a aaid that a Ik1.Uah doc-~ a11blll.~ to tile TrMRI7 ill 
llarcb 1Dd1oated tba~ tba Yol ... o! aucb uterial, particular:Q' mpn.e, 

waa "ArT tar11• 

• 
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Sir Frederick eaid t.bere wu notb1Jii - to r eport on t.be Iranan 
eiW.Uon, but tbat be would like to report t blt a oiJdlar oituat1on 
.Ught orieo in Portucal. Be eaicl t hot tbl Portali\IMO appoarocl to bo 
umdllini to a ccept eitbor aterling or clollaro . llr. White oaid tblt 
the UIU.tecl Stateo hacl no objec_tl.ono to ~~ golcl on o&l'll&l'k in New 
York r~tbor than clollaro, but thot he clicl not thinlc it woulcl bo wUl.­
ing to •hip solei to eountriaa in tho prclildm t7 ot tho .bio. 

J,£, Hioko 

Regraded Unclassified
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II!!:II OR ABD U II 

1. 8r1tlah holding• of ~old and dollora (noludinr the 

t'~1 --i,..n loan) roso fro~ about ~190 n1ll1ona on "'arch ~1, 191.1 to 

,. .. l.l'i l"'i11 i o" " A VMt" lftt.,r . The 1ncroat"fl in the Ve-'\-r ended fhl rch Jl, 

!OJ " , thu~ n"~~ount·t'd to 0425 mi l l ions. Duri nr t ht y e.ftr the position 

or the un! t nd Kin•d<ml 110rstned bv Rhout ~";ill lone, of which noo.rly 

? hill '1'\nB r•nr _. .. ,.ntl'*d the vrotrth or over e•aa belanctte i n London, 

·~ich •-1.11 h~vr t o b • r•pai d so: e dey . 

An a~~te ~nalyais of the incr•~re in t~ bftlAnc~ 

d• rln .. t h tt , ... :- 'a a~ by t'"'• fo1lowtn., fi"-11""8: 

Gold, r•t ooq~ition * 
~n•oinl r eceipts: 

fro" RFC loan 
i'r C'!rt direct i nvest!!lents 

(Vl,ocoe• And R . ~ .T. ) 
f't-om l!!a'rkflt eec\D"i ties 
fTom Sonth Africa~ securi tieu 

(anooiol aolo for gold) 
f'n)l"'. Mlo of wool stock: 

Ne t cr~it on current S Account 

1 .. , .. Nf'• ~e.nts on British Govern.'1(11lt 
cont.rar ts in the u.s. ** 

390 

ao 
90 

t~O 

/,0 

505 

730 

1,325 

1.25 

* T':xol udins opocW pur<:has e of eold fror South Africo shown 
·~•r e~pit~l receipt s. T~e aoguioi tiona or n•w1Y-~Ined 
rold from South &nd other Africa """ ~1. 55 l"illiona, Austrol­
nsiM gol d (~<&inly sold diroc t to U. S. u otor e PMrl llnbor ) 
""" •hout S6o ,nllono, other acquulttono or rol d (from 
dlahoor<llng, Ruosi•, etc .) ••• P-60 mHlion•. Of tho total 
of ~575 mill iona , $70 mill ions wae sold direct to countrieo 
other tb&n u.s •• ~ivl.N; " not acqulaition or ~505 l"illions. 
<al .. to U.S . (including dir~t A\8trolion 81\loa) """untod 
to approxilll&t elv $100 cilllo~a, lno1udod io t " • fi.ur• or 
••as "111 \ona . 

-o.ducti"C eolea of capital r a cilltiea <•·•· 'flllnoo•e• Powder) 
or.d r.rw.cla on oontroeta tL~on out by the United Stotoa . 
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• It ""'¥ bo noted that it thoro had bo•n no old contract. 

t.o --.v fo,., ~ no special receipts, the year would ha'Yo ehown a sMll 

• •tn of 1190 millions, ape.rt trom newly-mined nold . Had tllb stftte of 

n~f~ire continued tor tho rect of the WAr, the newly-mined gold ~ould 

.,,w,. ._c,_ ,,..,ul.,t~d &a a small but useful N!IH'Irve arr,ninet the littbilitios 

r-'flt""'""'rtf!'d b-· the ~trt.h of' overs eRA eterlinq bllanoee. But the ater­

Unr 1'1.1'«', a1nca the entry of the Un1t.ed Stat~• into t~ Y.ar, no longer 

M-iMI Uti tn ~ rA~ur&bl.8 balance of dollars. 

The loaa of llalayan ~rta alon• ft=ounta to f.300 a1lllona 

" v.-r. Th•~ 1a " Uree but as y.._t ~ f'ttll to bfl' fe.ced in Indian 

~n" fh.~f"S'I -xoort~. w-anwhile, Un!t.ed Kin~Oil export&, ,ot only to 

tho 1/n\t.od Stotoo but to all dostiMtions , are steadily follin,« o-.J.ne to 

Uot.o of ahio-.1n.p, ll\bour e.nd ra'f't' oateriala. Instead ot & small net g-ain, 

thor~ wil1 bo 6 lnrgo curr~nt deficit in thft comine yo'r which ~ight 

""O""t to M much ae '250 - ~.300 lllilll.oro. 

~rtt1ah Govorru.ent contracts ot1ll outotondine in the 

United Stotoa on tho 1st April 13st required ~onto of about S4JO 

rllUons b@.Coro they run out r_rl v next. yeAr. ?akir.J!' s.cc-ount of rising 

cooto (not f ully allowed for i n this Cif'O'O) and of adooin•at..-ttv~ eor­

., ... ., ... , ~~ have at. least &450 A1.lllons t.o Jli'Y durinlt the year. 

Tho otarlilll' ,...., Nl', thUA, oood to tind dollo"" to an 

••otmt ot '-700 to $7~ millions durinG tho oold"i year, with a continuin!l 

thot~h aMllor def1c1 t thereafter. 

~. The liabilities of tho United Kin~do~ to otorllna area 

and other coW1tr1eo outoide tho United Stot es &ro a,lready very lArge and 

tho preo•nt British p,old holding is but a sl'lllll reserve arainst th .... llo 

h:od ~~ at war II'!Or 41t than two years before Dec.,ber 7th last trnd had 

b•tn tishtl.ng the United Nation&' cause pro.ctical)J' &lone for over l8 

r.ontl\1, for a conddenble ti::e eorf" than ball ot the n&tlcne.l 1nOOH 
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,.,,. t'·e Unlt.tKi Ktnrdoa hA.s be ... n spe·nt on the war. But, aa a result or 

tr• burden carried eo lona alone, Britton lnYoatlrenta ln th• United 

~t.,t•• Nlv• be~n l.Argelv sold or !'led~ed ~He IITit.to.h i ndebtedness 

to tn1'11a, South Afr1ctL, South Am~lca Aril other count.riec htt.a r.rown to 

11\r,.,., '" roportiona. 

The nrescnt British ,old holding ~ot, therefore, be 

"'ln!•inod •ralnot liabili ties outside the Uni ted St.ateo. 

I . 1'h1z is, how&Vi!l", not the end of the &tory. Additional 

1i"'hilit1ea tn oour.triea other than t~e Un1W ~tro t"" .,.,.. bfoir.JP incurred 

nn"" tncres&ing &cale. It iS esti~t-d thAt an~'~ iti"'nal l.illhilit.ies 

tfurin'"" th~ co-inv year tt1l.l anount to b500 sdll tnntt, or fk21000 Filllons, 

"vf'n when "e Allow for the Car.adlans' f"~&roua gi.ft.. Tl'le net acquisition 

nf rold will almoot cer~inly fall short or th• amount received in tlle 

!'1l«~t year, esoocinlly 11' minint e<'!,uinr1ent \o not t'orthco11ing: froo the 

Un'tf'd ~ta.tes i n suf.ficient qWlntit.iea to MlntA1n output *l'ld since 

~~~o aourceo ( e . r . Ne>l' Guinea) hAve been cut off and othera threatened 

t-v the ...,.,... w., ce.n eount on less than 'SOO ailliona a year, 1 . ~. , less 

t.h1111n on~~rt•r of the additional J -4 JOOhU1tiea ·~ ~t to incur. The 

tritiah CoY•rnnent is, the-refore, "OSt concerned that the curreot gold 

nnt""Ut l ho'll" ~ reV ined as ,. NL.....t,t.al rli'A,..n• ft"lnet eu.rr•ntly incurred 

lt•bll!Uea. 

' In t he eirctllll&t.anctts deacri~ tht British Gove~ent 

nal':s tMt f-'ITtmgements should ~ l"'sd~ whtch witl r.ake it unnttcessary 

r~ r ~ny further eold or other c~pital aen•ta (other t han e&pital facil­

lt.<oa ~entioned obovo) t.n be sold to tho Uni ted St.ntoa. In thlo event 

"""is the dollar deficit of $?00 to e?50 r~ll1!ono t.n be found in the 

oo.,• nr year 1 

Special r.,eeipta rill C~m"'iat 0~" t~ ba.lllnce or t..."e 

PFC lOI'I.n and a little to eo::ae fro~ special wool a~~:l~a, M "r ''0 r"illions 

alt.n.petber. no turther specisl pureba8-P of South A-trl~n Fold, other 
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th<n o! t he out out ot newl,y-tlined gold 1a poloiblt. Selo ot capital. 

r•cllititl rliy)lt Conte to $9() itllliono (of Which 86() Dilliona for the 

~t~v~n caaea covered b.Y the Prasid&nt•a direot1ve,and •Jo ei lliona for 

n~~rt'l c,.n,.a). l''Ol' airplanes hAnded over after PNtrl H"rbour we have 

r~c~tv~ t70 milliono; t he balance to como ia not yet known . This 

'""""" t!.t firur~ to ~$00 "1ll!ons - A$$0 l'lilliona. 

'·· Th• no~t a~nriete ~othod for ~ablin~ ua to meet 

·H~ •X'I'I'ectrd der1e1t is A bulk take-out of O'tr rt:"'.181nlne dollar 

col"':tnct... Planoa and .unitlons supplied ti"'ff o~.ll"' pr..,.lend-lease 

eo"tMlct.a arto now r egarded aa being a t the diapoaal or ecabined boards 

and are alloc:nted by these board.& 1n acoor<bnot with atratef(ic needs. 

""he t'!QV O toW&rde " pool of oversees r ee.o\ll"COB 111 tu.rther f!llpha~ised 

bv tile rtc1orocal l end-let'lse ~ror.osals . Tho Unj t ed Stahc Gov~rnnent 

han 1'\lr"«ldy •trreed to take over ow O\lt&tl!l.nding ordnance contracts and 

'•'·'" ehl')u\d ha!"{'' to oht.$in e&!list"rtce by thiiJ moons of aomo $90 mil lions . 

Tt nill t.. eepn that if t he esti'lflfl.te tn this mt"mor 'l.ndum 1~ correct, this 

The vslue ot t~o del1ver 1tt atill to be Mde 

•ir cont.rtoct.a is s.l'Ot1. ~·50 "'Uli"Ors, ,..250 r"tilliona of th.la repr4!s~nts 

"lft,.•nte: et.i ll to b@ :ade under the contl't'lcta •nil the retlll1ntn• ~200 

Both b<!e~ua• ot the pool-

in•• o! SUt~>nliee ftlld beea\Se of our need ot Addi. tioMl H8t'TYe "e ask 

t~t. t "'e fli r eontrAets ns ,rt!l l a -e t'-P ord'Mnce contract& should now be 

hkcn ovt'r. 

7 , 

r""neat or strnl&nos, etc. , t ak"n ove:r t1ft~r Pf'Rr l llArbo,ti' or for RussiR 

nnd ChiM . J~oreover, the oresence of United Rtl\t@ll troor1on in t.~e stP.rling 

1\r,..s •ill "'rot\uce sor• dol.l.ars . But the lJIItt~r wil, ,_,M'dl.y •XC"'ed t-200 

• """~n a vMr, a nd. t his aourco of dol'_.ra ~nld o~ J"MCh Jll OO ~11-ions 

.,., thf" ~eta or ~00,000 '!)ell in the !"t•rltnf' &r"""' on t he .-.-~t"· throtwhout. 
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th• ye11r. Tho effect or reveree lend-leM e Haelf, wnicn the 

Uni ted KinRdom hope to make ae generous ftR pcssiblo, 1• somewhat adverso 

t.o o11r dol 1 o.r poei Uon. 

The prinei~le we seek to a8t•h1l•h 1e t~at there should 

b- nn furthor tranefPr of C'\oltel u·~t• or I'Old,""' that r~ llhotlld 

~o• •!t.,..,t h ""H-1 u" &nvthinP beyond a 'IIOr!<inr b&lenee in dollars . 

Will<lrd Hotel , 

1'/oshingt.on, n. r. .' 

!lAy 2, 191/. 
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TREASURY DEPARTMENT 

INTKIII OJrl'ICK COMMUNICATION 

DATI llq 2, 19<42 

TO J,!r. lihUe 

""'" llr. Kofiich 

Subject: llr'· Caaadq' a !irat report on the Brit.ieh VolW1tU7 SaTinga 
cam;>aign. .... 

we have received Caa&dq•e !irat cable r-POrt on the Brit ish vollllltU7 
uv!ngs c am;>aign, in response to the instructions in our cable ""• 1730 o! 
.lj)ril 22, 19<42 • 

Casadq haa ~oited !pnich, 1111 induatr1al port citT of 90,000 popula-­
tion 1n the Eastern region. !hie region is precioldnmtl,y rural, but iDclndea 

1111\Y ..,_reial and indwltr1al centers aa well. Ths follO!ri.nc is a dipst of 

Cua~' s report on the organization and operation of the volWitary eav1Jl8s 
cocpaign in this region . I. copy is be1Jl8 sent to !Jr. GraTSs. 

1. Co::;>esit1on o! the aavingo cOIIIld.ttees. 

a . The rogiODal c~aeioaer, his offi ce ota!! and deput7 ca. 
ad.saionora (one in each C01111V) are paid !ull-tiM civil serv­
ants . li:>st of the other workers are wtpaid and volunt..,.. 
E\oer:yono interviewed Olllj)basieed tho i.lq)ortanco of voluntary 
workers and considered it desirable to !atop the ..,vs""nt free 
rroa the appearance or undue control b7 the 'rreuur:y or other 
goYOmMnt agencies. 

b. The local c~tteaa ere uda up of represantat1TSS or the 
various t,.pea of buainsae and induatr:y, profeooione, and other 
spacial interests and orglll11u.t1ons. Those interviend a­
phubed that the local cOIIIld. tt .. should De large and incl ude 
repreoentath•• o! .... rT section of tho population. Local com­
lll.tteas are ...,rld.JI& oraanisatioDf, not poliCT-forlll.ng. '!be 
ebairun is uaual.l,y the ..,..,r or - other intluent1al citi­
:sn. !be heaviest b~ !ella oa the secretarT, wbo is the 

principal org8111ur o! savingS groupo. 

2. Selection of the locel oc.dttees. otticers and ~era are s0118times 
el ected at public Metill8o in au.ller c.-unitiea. SOaetiMs indi~duala 
>olunteer. Orcaniu.tiol11 troq.-tl,y elect ropreoentet1na. Ill aelaction, the 

rogioul officer, md 1t DeeeaSU7 the national c~ttee tries to e:mrc1oe a 

lUi ding in!l.,.,ce. 'l'act.tul wad1 ng~ut 1a aCMti.aas neeooaU7 -ro local 

coa:a ttee mabers lack energ and ab1ll t7 • 

• 
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, , Loeal a&v1n&• sroupe. ~ae gr'O!jpl, oraauaed IInder the direction or 
with the aid o! tho local COIIIIIitt.ea, constitute the baeio unite o! ~he u'finga 
movement. Ill tcnms tho 1110st 00111111011 baeio ot -.berehip 1e place of employ­
ment. li)Dplo:reo gro!jpo are orsanb.cl at lllltinao on cooapany time it pooeible, 
to essuro a good attendance. 

The pe:rroll deduction soheM is ursod !or .... lO)'IIS. But 1.Dd1 vidual• 
tend to pledge tM ldni&a rather than tho higheat pouiblo UIOUDt, and un:r 
e:;>lo:roea !ear waso cuts it their -.players know how much they ore e&vinso 
conaoquent~ t ho sro!jp aocrotlll')' aolicita tho .-bore woakly tor extra oawi.nso. 
So•timea ld.oslao ore sot up near pq windDwe on pq-dt.y. !'I:> otero and cir­
cuhra are liberally uaod. 

Other buos tor oavins groups include local trade IIDions, clubs • churcbos , 
ete. Experience with ocbool eaTings grollpo indicateo that ocboola ore o!ton 
the outlet for lllll>h &d:ult eaTing. 

Str..,t ii'O!jpl oonaiot of resident.e ot a ainsle otreet or block, Ill rural 
areu tho entire wi.llase and nearby !arm population llliY be tho baaia ot. a 
savings gro!jp. 

The aavings lo&&ue hae been instituted b:r nuurous aplo:rera, by orsan-
111ns departmonta or other sub-groups into co~~p~tin& savings to"'" • and g11'-
1na eaving corti!ioat.es to the w1Dn1ng teama, the members o! which draw lot s 
for ownerohip ot the certificates awarded. Tbio plan Ilea recent.J.y been u:­
tendod to an inte~OIIP&IV' buie. 

4. The eavinga center. Tbio 1e tol'lled 1n olcb town or locality, oerving u 
headquartero for the o-aign workers . 

s. Special o-.pt.1gna, such &a Warships Yoeko. During such periodo ell e!­
!orta are creat.J.:r int.naifi.cl, and - alterations 1m organization occur. 
Local su~tteeo on publicity, ocboolo, ir>cl\lotrios, eto. are oat up. lloro 
posters and COIIP&isn literat ure are put out. 1!>1 aid o! the prose 1e enlbted. 
targets are oat !jp !or each locality and UIU&ll)' !or each ••vins• gro!jp on a 
percentase o! wase baois . Banlao and other institutions are ukad to partic­
ipate heavil)' ae tbia tendo to stiAulate saall snars. 

In order to arouao 1Dter..st and enthuaiua, 1'arioua devices are uaod, 
aucb aa P&&eanta • athletic con testa • ploughi.n& contests, dog races, retnea , 
ate • Theao are uaed aloo to halp detrq the e>q>enaea o! tho opocial c_.. 
paigna . Govern1101nt allowances !or the opacit.l cupt.1cno are no1'0r aut!ioient 
to cover ell expenoeo incurred. 

Tho radic ie not uaed locally • due larae~ to the national ownership of 
the bro&dcaettns o:rotom, but it 1e uaed. national~. 
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PH 

Stcrttary of StatE , 

Washington . 

2281 , ThirtiEth. 

' PLi.IN 

London 

Dnt~d April 30, 19~2 

Rco'd 3 :30 p . m. 

FOR SECPETARY OF Tl£ TPEASURY FROM CASADAY 

Dcpartmrnt•s 1?30 , April 22. 

For gEnEral backgro~nd plcaat rtftr to a 

mEmorandum tnt1t1Ed " thE war savings campe,1gn" 

prt parcd by th£ British Treasury and forwardEd undEr 

covtr of my lEttcr datEd SEptember 26. 1941, 

~ visit r~s bttn madE to Ipswich, an industrial 

port ci t y of 90 ,000 populat i on located in thE 

1?'1 

taotcrn rEgion and l e.tEr to Cambridge, tht regional 

headquarters of thE EaStErn rc~1on comprising BEd­

fordah1rt . Cambr1dgtah1rE, I&lE of Ely, HcrtfordshlrE, 

~unt1ngdon, Norfolk. Suffolk and Eoatx. ThE Eastern 

region i s predominantly rural but includEs many 

commercial and indus trial cEnters as well an4 thus 

provides a good cross- secti on of thE d1ffcrcnt 

problema and t Echni qUEs found in tht sevEral typcs 

of community . ThE cxtc nt to which tb£ information 

reported 
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reported herein is r epresentative will appear only 

af t er other localities have been visited. 

ThE regional commissioner, hie office starr 

and the deputy commi ssione rs (one tor each county) 

arc pai d full- time civil servants . With some 

exceptions, all othEr workers arE unpaid and 

voluntary, some full-time and some part- t i me . 

All persons interviewed emphasized thE i mportance or 

tht volun tacy workers and cons i dtrt d it desirablE 

1?2 

to keep thE movement frEE from thE appearance of undue 

control on thE part of the Trcnoury or other govcrnmcn~ 

ngtnoic s . 

ThE local commlttccs arc otf i ocrcd by a chairman 

commonly the mayor or somE othEr )lflucntial citizen, 

n deputy chainnan and a SEcretary . Ita membership 

c:.om!)r1at8 representatives or the various typt::s of 

bus1:u: 8S snd industry su-::h as banking, manufacturing, 

rcta1Hng . rcprcs01tat1vce cr the prorca8i ons and 

rcprcacntnti vc a of special 1 nttrta t s and orgen1zat1ona 

ouch as trade unions .. wome n ' s clubs. churches, school s , 

t he women a volunt a r y ecrv1c r., ct cetera. It is 

cmphaa1ztd that t he locc.l o .. mm1t tee tlhould be l arge 

Md include rcprcsOltati vcs or every section of the 

population . Essentially the committee 1e a working 

organiza tion 
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organizntion r nthcr than n dclibcrntivc. policy­

forming body , 

173 

The oft iccrs nnd members or thE locnl committees 

nrr selected in vnrious wnye, Somttimcs, in thE 

s~lcr communiti es n publ i c mEEting is hEld ond 

th£ committee elected by the general populncc . 

Somc tilllEs i ndividuals volunteer thEir scrv1ccs, 

Org~nizntions frequently clcct their rrprrscntntivcs, 

In thE procEs~ or selection, thE regionnl otti ccr 

ond 1f ncccssnry tl:E:nationnl oommittcc tries tncttully 

and unobtrusive ly to exercisE some guiding influence. 

In response to questions lt wna reported thnt rcprcscnt­

ntivE• nrc oomctimcs elected on the bnsis of popularity 

>rho lnck JhE ncccssnry driVE or nrc in other ~<oys not 

1<£11 ti ttcd to thE job. ThE stmE tfi..'\Y be true of 

volunteers. Also it wns round thnt s001E ot the ttork£rs 

long nesocintcd with thE movement (tor thE savings 

mo vement a~s been continuously in exl.stcncc since 

thE lost wnr ) werE not nblc to copE with the v~stly 

brooder scope ond more intensive effort r t quircd in 

the present clrcumstnncce, Consequently the i nitinl 

otcp ~rEqucntly i s thnt the regional office or the 

nntionnl committee i nvite ~romincnt nnd nbl c locnl 

persons to 
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persons to aErvt as officers . ThEse. in turn, may 

invi tE or pcrsuodc t hose whom thEy feel to be 

rtprcocn t atiVE or thei r respEctiVE SECti ons of thE 

loccl community to serve ns members of the committEE . 

Somct1mts a tactful weeding out process hns to be 

undertnktn to ovErcomE thE d1tf1cultits suggested 

nboVE . 

ThE htnv1 cst burdEn fnlls on tlw: st:crttary of thE 

local committee . He is the pr1nc1pnl orgon1zEr of 

the envinge groups . ThE chnirrnnn cJ\d deput-y chniraw.n 

confEr •r1th hi m nnd hElP to dtttm1nt policy but do 

not dE vote o lnrgc proportion of their t1mt to ac tiVE 

org::m1z1ng . A. chnrtcrtd nccountnnt in Ipswich 1~ho 1<:-.s 

loc~~ storctnry for two years stnttd thnt fully half 

of h1a timE nnd thnt of his officE s t aff wna tnktn up 

by orgnni~~tion work ~~ the personal visi ts, tElEphonE 

calla, corresp ondEncE, record kEeping. ani rEporting 

incidental thErE to. ThE accrct..~ry must know prnctic~.llY 

Everybody in thE to1m. bE n good orgeniHr nnd • salESman• 

WEll 11ktd o.nd above all abl E nnd •r1111ng pJ\d ~>blc to 

devote much t ime to tilt Job , In n ft~< locnl1 tics the 

nntionnl committEE hns provided funds for the hiring 

of clErical hElp for thE l ocal occrttnry and most 
persons 
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pcreone interviewed ndvocnttd thnt this prncticc 

be EXtEndEd. 

The snvinge groups orgMi ztd ~1i th the dirEction 

ol' ni e. of thE locnl commit tEE con st1tut t the br.eio 

unitB o•· •oti'ts~ tht envings movtmcnt . ThE: 

composi tion of thE snv1nga groupe vnrits grcntly. 

In towns the co~onEst unit ia the pl~cc of empl oy­

mEnt . In such cases the loonleeorctnry or others on 

th£ locnl committee nppronoh thE employer Md seEk 

permis sion to hold n meEting of EmployEES on thE 

premises nnd on compnny time . In this wny 100 per-

175 

cent nttcndnnce r nthtr thM 25 or 30 percent or~ bE 

c-.ohi evcd. one or two good spcr.kcrs rrom thE r cg1.:mnl 

commi ssionEr's officE nddrcee the meeting. hr.nd out 

l1ttrrt urt and obtnin plEdgEs . ThE meeting is then 

nslttd to Elect n group chr.1rm•n to prtsidE nt future 

mttt1nge nnd n group atcrctrry who mnkte wcekly contncta 

\lith the mtmbcrship. Tht cmploycce of n singlE 

cetcl>lishmEnt nn: rEfErrEd to '\8 onE group but 1f, 

na in some cnscs in the district visited. therE nrc 

scvernl hundred or scvcr nl thousnnd Employees, n l arge 

number of suo- groups on n shop or dcpnrtmcn t nl bt>.ais , 

tach with its chnirmnn nnd eccrctnry, mny be created. 

Employees 

t 

Regraded Unclassified



( 
' 1.76 

-6--#2281, Thirtie t h from London . 

Employees nne 1nvnri~bly urged to plt dgt n 

r ogulnr weekly runount ~nd to nuthori zt deduction of 

snmt from thEir wages : this tnnblcs thE local 

co1omittce to m..'"ll<E somE tstimntt or future snvings 

~~d introduces nn t ltmtnt of dcpcndnbility r~d 

continui t y in thE movement . But the rcgulnr weekly 

deductions nrE not sufficient ~d must be sup?ltc£nt£d 

by othEr mEthods. ?irst, bEcnus£ or the uncertainti es 

or thE ruturt the indiv1dunl tends to pledge the 

minimum rn thtr tlu'.n tht m!\Ximum hE thinks hE can s:-.vE. 

Second. mnny empl oyees do not wnnt their employers 

tc !mow how much they nrc s :w1ng or could snvc M 

n mrudmum rc~ins thnt >ngt outs 01.."\Y result or 

ltgitim:~te r aisEs be >li thhlld in the futurE . Consequently 

the groyp sccr<tory contncts :-.11 employeEs wEekly for 

cxtrn envings usuc.lly by pcrsonr.l aol icitnti on. 

The com?AnY mus t bE p~rsundcd to allow this on 

com,~y timt . Often kiosks nrc set up ntnr the pny 

window on pny dny or in other likely spots nnd thE 

group sccrctnry dot s n ccrtr.in nmount of "hawking• 

to nttrnct cxtrn snv1ngs . Posters 'r.n!l circulnrs 

1asutd by thE nntionnl, rEgionnl or locnl committEE 

l'.rE r.lso l1btrnlly used. 
Other basts 
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OthEr bnsts for anvingo groupo i nclude school s. 

locnl trndt un i ons, clubs, churohto ~d thE likt. In 

onE town thE proprit tor EmployEE 6 nnd thE "poy .. dny 

rtgul~.r o • of "· public house wert orgnnizEd into c. 

6nv1nga group, In schools tht group sEcrEtary i s 

uounlly thE ttnchtr. Tht multiplic i ty of groups 

tn~.blt s t he individual to S IWE 111 t hQu t his employer 

or ne ighbors knowi ng the nmount , Instnncts wert givtn 

tthtrE n school of sever~~ hundred child ren snvtd 

hundreds or tvtn thousnnds or pounds in spEci al 

t<ttks, ind1cl'. t1ng thnt tht school vt£\8 thE outlt t for 

much l'.dult snving. 

As supplEmEnts to th~ work of thE various types 

of snvir.gs groups mentioned nbove. the str eet groups 

art i mportnn t nnd much effort i s being madt to 

dtvtlop thesE in thE communiti e s visited. ThE group 

conaists of thE residents of n singlE street or block. 

The stcrctnry stltottd in r~y of thE wnys previously 

outlined. is olroos t i nvnr1nbly a ~tomnn frequently from 

thE womEn ' s voluntnry servi cE. Sht pcrsonnlly 

onnvaa&t6 thE homes in hEr zonE r egularly to obt1;'.1n 

from houstw1VEO . children. domt:st1os md cxtrc. snvings 

others . Sht muot ~~vt tht conf i dtnct of tht peoplE 

in hEr 
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in ht r neighborhood nnd bt not sivtn to pcrsonnl 

gossip although it is reported th~t moat strEet 

group sccrttL'.riEB :~rE WElcomed in thE hoa: s ond 

t~.t tht rts1dtnts often tnJoy and look torwL'.rd to 

thE WEEkly fri Endly Chtt t L 

178 

In rural nrtns thE entirE villng£ nnd nearby 

fnrm popul ation 18 liktl y to bt thE basis of tht 

snvinge group. GroUPs nrE dso tormtd 1n schools, 

churchEs and clubs if such tx1a t . Group stcrtt:u1.te 

ueunlly cnnvt\sa from housE to housE md from f:-.rm 

to farm on bloyolto. WEEkly soo1als nrE htld 1n 

most vi llv.gta . 

Group stcrEt~r1ts nrc commonly mEmbers of th£ 

locnl COQmittEEo 

It io obvi ous that thE same f:~mily nnd evEn 

thE snmt indiv1dunl iS oftEn ntfllinttd with morE 

t hnn onE group . NonE of thE persons 1nttrvit wt d 

bElieved t httt thtrE was much evasion of saving t~.rough 

tht dtvi ct of saying "I am already saving through 

my club• or "my husband 1S already saving nll we cnn 

through his shop group•. It 1B nssumEd tbnt tltt 

success of thE movement must rest on a positivE dtsirt 

and willingnes s to snvt. t i thEr on personal or 

patr iotic grounds ond tn~t tht mn1n task is t o 
prESEnt 
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present th£ cast f orcEfully and ovtrcomt inertia. rather 

than to plug up loop-holts for possible evasi on. This 

tnslt 1B beat nccompl1shEd by utilizing every posai blE 

nvtnut or approach, rtgc~dltsa or dupliontion. 

It vas cmph.~siztd t hat loonl atcrttarics must 

be cnlltd togethEr peri odically tor contcrtncE, 

entcrtr.1nmtnt M<'l t'EnE wal of cnthusinsm. ThE snmc 

i s true or gr oup SECrEtaries. ThEBE 1nd1v1dunls ~£ 

the driving forcE of the movemEnt and success depends 

on their nbili ty and ztnl . 

Stvtrnl employers in tht loonlitita visited hnvt 

introduced a schEmE cnlltd thE savings league . ThE 

various sub-groups or dtpnrtmtnts within a given 

plnnt arc designated as t cnme and thE employer donates 

W££kly or monthly a spEcifiEd number of savings 

ctrt1f1cntEs to thE winning tcr.m and to thE t= 

tllnking tht most spcctnoulnr gn1ns during th£ period. 

Tht basis of thE award is not the ~ount saved but 

the proportion of thE total number of emploY£ £ s 1n thE 

unit who art pledged regular savers . ThE individual 

mtmbtrs 0 f thE winning ttDm then draw lots for 

i ndividual ownership of thE donat Ed ccrtifcatcs. 

Recently this plan hns bEEn txttndtd to an inter-company 
basis. thE 
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- 11-#2281 , Thr1 tic th from London. 

devotes cono i dcrnblt epncc to nc1~0 an,·. td1toJ1,nl 

comment on the progreso of thE c~.mpnign . A 

·- get i s set for tnch locnlity uounll y for ec.ch 

snvinge grouJ) md often for cc.ch individual on 

n pErcen t of wngc bnsis . 

Bnnlte nnd othEr ineti tutiona nrc •aek£d 

to pnrtioi~~tc hE~vily both to engender cnthus1a $m 

by swelling t hE totl\1 figur es Md because many r 

people 1\I'e scld t o bt prone to nalt •wrot is thE 

bi{l money doing?" 1111rship weeks nnd eim1lnr 

drives tmphns iz t nl so sr.lts of the oo- cnlltd 11 lnrgc 

savings " invEsted in by bmke i . e . nntionnl wn r 

bonds nnd envinge bonds as wEll no " omnll sl'.vings• 

t~t i s c crtificntcs •bnby• bonds ~~ s nvings brnk 

dcpooits . 

181 

ThE nctiv1 t.Lits sub-coM ittee organizes pngcantry 

ua i ng school children. ner.rby mi l1t"ry personnel !'nd 

equipment wherE l'.vnilt>.blt nnd other l·eeourcce . Dances, 

rthletic contests, ploughi ng contests. whis t drives, 

dog r nces. rnfflt s. dnrts , con t ea t o nnd innumcrnblE 

other i ngenious end entcrtni ning devices suited to 

thE locali ty ~nd designEd to rtnoh nnt enthusE oll 

sect ions of the com~unity nrc r~&o used. 
Another 

Regraded Unclassified



- IB-#2281, Thrl. t1E th from London. 

AnothEr purpose of thtot no t1v1tits 1e to rn!.st 

~1onty to dEf roy t hE e xptntie of loonl propagr.ndn. 

182 

For wnrah1ps WEEks nn ollownnot from govt:mme:nt 

funds \\'hen r.pprovtd by thE reg!.onnl como1ss1oner 

!.a madE to Ench community on the bns1a of population 

but th1s I.e never euft1c1t:nt to cover nl~ c~cnsts 

1ncurrt:d. Frt:qucntly tht various nct1v1 tilts result 

!.n ro.1s1ng mort conEy them is spEnt, in "'h1ch ens£ 

tht surplus ~s bE prEsEnted to tht Exche quer as n 

gift or kEpt by tt£local oomm1 ttet to mEt t future 

ovt rhE:ad EJCPEnSESo 

ThE vnr1Ety bnu 1ngtnu1ty of devicEs usEd 

lowly dur1ng thESE spEcial oampn1gns 1B nmaz!.ng 

r.nt' somEtimEs o.mus!.ng. Ill uatrnt1VE mntcr.1ol rroc 

I p av1ch , C:u:tbr1dg£ nnd the enattrn region 1 s bE1ng 

torwordtd b;r n !.r pouch. Tht rnd1o 1& not u<ltd locallY 

Otl1fl8 l!U"gtlY to th£ .nat1onr.l o~mcrsh1P or th\l: brondcnsV. 

1ng ayatcm but 1t 1a·uatd nnt1onnllY • Almost 

1nvnr1nbly loccl >Jnrah1PS weeks fe:tturE speEchES 

locnlly by nnt !.onnllY trn!.ncnt ptraonogts. 

As morE 'a rena nre covered somE general cone-idtrr.t1or 

r~d cr1t1ciams of various a spEcts of the env1ngs 

movement will bE 1nd1cnttd. 
From CJ'i 
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- 13-#2281, Thr1t1Eth from London. 

From my bri Ef EXpEriencE on ~h1a nee1gnm£nt 

I nnt1o1pntE rtquuts from loorl rcg1oncl. nnd 

nnt1onnl orgon1znt1ons for rEoiprocnl mntEr1nl 

concErning thE s~v1ngs covtmtnt 1n thE ·uni tEd 

Stntts. All persons EncountEr~d thus tnr nrE 

1.83 

nvid for nEw idtne nnd sE£m nnxioun to know wb.".t 

methods art bEing usEd in tht Unite d StatES · AnY 

mntEr1nl you ct>.n send mE on thE AmErican cnmpnign 

>~111 provE usEful to mE 1n obtn1n1ng full coopErnt1on 

!'r01n thE Briti sh t>.nd 1t 1s r.eeumEd bE of bEnEfit 

to thE British movEmEnt. 

HAT THEWS 

tiBB 
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0 ··--·'*"' ........... 

0 

Doar Bez7• 

'1'hulb tor 71111H '!' U.. iwctT­

•ilhth with oopl .. ot lettc. ~ 1l1ll1u 

a.-. I u deUcb\ed to- tlleee . 

!he Boeorallle 

I'Ll t.btlll.q 7'IOin' 

1£ .......,.. 
Arel11~ . elei ... 

a_,. •rs-t~~a 
~ot·~ 
~.D. c. 
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BOARD 0~ OOV~RHOR8 
o" n•• 

FEDERAL RESERIIE SYSTEM 

Dear Henryo 

!hank you tor your latter ot April 
25 en~looiDg oopioo of tho latter and loatlot 
wbioh hue boon oont to oou -ty thouo&nd 
oo.ponioo eaployiDg nearly twenty allliOD 
worke.re. 

I haft not ao yot had an opportunity 
to &o o.,.r thio -terial .,.ry oarotully, but I 
wanted you to know that I approoiatod your in­
n tiDg WI/( ouuootiono and it I haYO t.rq, I 
ohall not hooitato to p&oa tho• alon& to you. 

Houorable Benr,y Mors•Dthau, Jr., 
lloorotary of tho Trouury, 
Wuhin&ton, D. c • 

• ' 

• 

:185 

Regraded Unclassified



Ooalparath'e 1\at•ant ~ hl.ee Dv!.ac 
l'iret hal.aeee Dq of ICq, April aD4 Much 19112 

(llq 1 , April 1, lluah 2) 
Oa kele ~ Iene Prl" 

<Mnah 1a ~ of clollare) 

..,. .. ....,_, t4 Iae I&M 

'' P..mr <-> 
t llq t April 

llq April lluah Oftl' t owr ,_ t ... 

April t !!tro\ JwU .... 

leriee I - l'oet otfioe 
hr1HI-Iub 

leriee I - !otal 
hr1•• J -lab 
hr1 .. ' - lulcl 

0 !otal 

• 3,219 
3.!!§Q 

12,679 
1,\79 

....1o.H!! 

~ 

• 2,\76 
l2...m 
12,,, 

2,:510 
....1ai2! 

~ 

• 5.111 • 7\3 4 3.335 
l!:j,~ -l.m -lam 

21,67& Jl\ -'·"' 2.~3 - 901 337 
s,z26 - .l.o.In _!!& 

$}2,~7 ~ ~ 

otf1oe of \be hath%7 of tM !reaeu7, 1)1Yh1oa of lle.-roh u4 1\&UeUoe. 

!Q.af, 
- JQ.! 

- 2.\ 

=~ 
-m.» 

llovoet .Ul ftcve• are &.pooih with tbe orr- of the VaUe4 ha\11 oa aooowa\ of prooeM.I 

of eall• of 1Ja1\e4 l\&\11 ea<rta&- lloaAo. 
lo\et Jipreo beft \eea r011114ed. to near••• \houu4 aD4 will ao\ uoeooar11T t44 to \otalo, 

- IW 
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lerioo I - l'oo\ ottloe 
a.n .. I - llub 

lerioo I - !o\al 

~·· I' -llub krill t - llub 

0 !o\al 

unu:D - s.t.TIIICII :IOIIDS 

Cloog>arau ... Ita\•""' of llaloo :OVJ.ac 
l'lro\ llul.aooo ))q of llq, .April aD4 llarciL 19112 

(llq 1, April l, ICaroh 2) 
Oa Julo ot: I one l'rt" 

Sale I ' --· f4 b e 11 .. 

' tr !m=•• <-> 
llq ' .April 

llq .liprtl llaroll oftr Oftr 

wn ' lltrH 

• J,21, • 2.~76 • 5,m • 7~3 -t3.335 
~.!l§g .!i&I ll..!H - l.m -lAm 

12,679 12,993 21,671 '" - 1,61!5 
1,~79 2,310 2,oll3 - 901 m 

....5..H!l ....1.§!!1 ...!..m - .l..I!! _!B 

~ tz~.,., .,2,1147 ~ ~ 

ottl" ot: \M lnu\arJ' of \lie freuv7, Dinaloa of :a..- 1M 1\aUo\loo • 

CONFIDENTIAL 

I 7--·- ef T· liM 
JLM r <-> 
.., ' .4prU - ' .... JuU .... 

-~.~ 
-JQ.! 

- z.~ 

=~ 
-u 

.., I, 1;&0 

........ , .1.11 ftcvo• are &.pool\o w1\h \lie !rouvor of \lao Ual\1& 1\a\oo oa ..... , ot: preeeo&o 

of aaloo ot: Ual\1& 1\a\oo oa...UCO 'bollA•. 
lo\ot l'iproo b&ft "-r~ \o .... roe\ \bouaal aliA will 110\ uooooart~ 1144 \o \o\alo, 
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1III1DD IUDS ~'IIIGS JOIIIll 

1111117 laleo - llq, 19112 
Oa Juto of Ioou Prloo 

(Ia \llouu4o ot &>1laro) 

Poo\ otflce 
:lui< llca4 llaleo .A.ll lloat llaleo 

llc114 loll .. 
h\e 

llvleo II ........ lerill, llvlll ~ ! ch1 h rl11 I hrl11 r 

llq 19112 

1 • ,,219 • 9.~ • 1,1179 • 5,112\ • 16,762 • 12,679 • 1,1179 

ott101 of \lloo hcre\ar7 of U.. f1'01Ar70 lll'l'lololl ot ••- 1114 1\aUoUoo, 

lovOI1 .U1 tlpreo ue Upclolh wl\11 \be freanrer of \be lflll\14 1\a\eo oa aocou\ ot pro01e41 ot 
ealeo of lflll\14 l\a\11 oaYt.ac- 'boll4o . 

llo\11 Plpreo baYI 'beea r cnm414 \o aou11\ \boualld 1114 will ao\ MCIIIUllJ' 1144 \o \o\alo , 

llvl11 I 

• 5.-

toW 

• l,J,,cl 
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Kq 2, 1942 

Telegram reoeiYed this aoPning from John A. Hartford, Preeident, 
Great Atlantic and Pacific Tea Company, New York 

•survey all areas today re•eal decidedly leas oonauaer com­
ment i n st ore• than yesterday, probablJ due to leas newspaper 
oomcent . Remark a largely oontined t o question a as t o when 
new low prioea will be in etteot. Occasional reaark aade to 
effect 11 wont buy mu.oh until I eee what happen a, • but ealee 
figures are about nora&! oonsidering suspens i on sugar sales, 
and do not refleot such an attitude generall y. Better able to 
Judge this attar Saturday vhsn oountr7 people ueuall J make 
bsavr weekend purohaees ot ataplee. Oooaaional i nqutrr noted 
as t o whet her ceil ing prices will be alike on same oo~od1t7 
i n all s torea. 

•Ret ai l and wholesale distributors mostly oonoerned where 
manufacturers ' prices advanced in rebruary and retails did 
not adva nce until April, resulting in sell ing a t March re­
tails much lower than March coats , particularly 1n heuy linea 
auob aa soaps. Th1a may resul t in merchants diaoont1nu1ng 
Kay l i nea showing loeaes. 1 

John A. Hartford, President 
Great AtlAntic and Pao1t1c Tea Comp&DJ, 

New York 

Regraded Unclassified



TREASURY DEPARTMENT 

MDCIWWNT DM110N 

WASMIJMmiN 

(Cafilfttlal) 

-.., 2, 1H2 

VRIIOR&IIOOII '1'0 !'Ill SICRitiRY: 

!here 1a aubldtte4 hernith the operatbc re­
port ot IAD4-Leaee pvohae .. tor the week elll.a .., 
2, li42. 

:r...alatel7 tolloriJic the abarco 011 ehi~te 
tor IIDuiar. illtoN&tioa ae to npplhe ill treuit •• 
fluon.hh.a ue ~ Deparbent ia or4er that a pr011pt 
eurTeJ oould be .ale with the thoucht in .tna of pro­
Tidiuc aeleotiTe O&J'IO for the f ... r 1hip1 wbioh Will 
be anllable, .. ts-t.a to be about tift11n for the bal­
anoe o.t thil aonth. • han aooori1DC17 Hnrt.a et11l 
for abeaia to 11ltranait warehouaee aDI haTe an aoou.a­
latioa now IU!fioiftt to take oare ot all boat• to be 
.ae anllable to:r Ruaia tor the 'balaaoe of thia -th, 
•1oh ou be ehipp.a t-llahlJ up011 o'btalllbc rellaau 
t'Pca tu ~ Depart.Rt. 

Iaollll.a b tU lhl.-ate to co f-ra for 
Ruula are llnrelthl •hriala tor hotio baa .. aohel­
ulel fer at-1'1 ealliDC ., 25th. 
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.lllooatiou 

PaPohaaa .luthori~e• 
tioD (&.quhi t1 ODI) 

a.Juh1tioa• olaarecl 
or PaPoh11e 

Obllptiou (Pur-
oh&au) 

eDellnr1u to For-
o1~ GoYor..~~ata 
at U. s. PCII'h 

IDD-L!.l.SI 
!WSURY Im'ARrliB!ft, PROOURI1IKHT DIVISIC. 

S'UDIDT CF .&.I.LOCATI<lfS, CI3LIGATI<lfS (PURCII.lSIS) Alii> 
IELIVIR.Il!S TO FCEIIGI GOVERlOIE1I'l'S AT U. S. PCRTS 

.&S CF lf.U 2, 1942 
(In Kllli011a of Dolhra) 

.liiiiNIS'l'IU.T m 
Tot al U. I. RUSSIA CHID. ID'DSIS 

fm2:4 ~6 r~~:~) nf:2 r 1.6 
1.02.8) 0) 2) 1.6) 

f 920. 5 f621.8 f250 .8 t «.O -922.1) 619.5) 252.4) 45.9) -
$ 866.8 $597.8 f223 .6 t 41.6 -( 858.4) .(590.4) 220. 7) 43.5) -
f 836. 6 

825. 9) 
rs77.8 

71. 5) 
m6.5 
209.8) 

f 39.0 
f 

.9 
.0. 8) .9) 

f 885.1 
820. 2) 

f270. 7 
265.2) f «.6 

88.1) 
f 18.6 

17. 8) 

t 4.4 
4.8) 

t 3.8 
8.8) 

f 2.9 
2.9) 

t l.a 
1.1) 

eDellnri01 t o fore!~ gonl'DIIInh at U. s. Por ta clo not include the tollllage that h ei t her in 
•tor:f' • 8 in•traneit• atorago, or in the port area for which act ual receipts haTe not been re• 
ce1TO f roa the foreign governments . 

llote: Fi~ee in perenth• •• • are those ehown on report of April 25, 1942. 

Regraded Unclassified



IXPUNiTI<lf C6 CBUGBS 

Jllooationa, Requiaitiona Cleared for Pur• 
obue, Obligationa, aDd Delinriea to Fortip 
GoverDMnh at u. s. Porta inoreaucl. in total 
for the weu. 

!be decline in Chinese Purchaae iuthorisa­
tiona, Requiaitiona Cleared for Purchue, aDd 
Obligatiou of iiproxiuhlT $1,900 000 h tha 
reault of canoe ation of funda appiicable to 
a oontraot for 17,000 tirea and tubea. 

!be decline in Ruaaian Purchase iuthori• 
zaticna ia the result of prooeaaing requisition• 
at a rate· greater than they ban been received. 

:191 

• 
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192 II' 

TREASURY DEPARTMENT 
• 

.... ... 1lay 2, 1942" 

TO Secretary YOrgenthau 

, ..... llr. White 

Subject: Status or Stabilization and Gold Purchase Agreements. 

1. Stabilization Agreements in Operation . 
Amount 

Dated . ~ires Co!IDD.1tment Outstanding 
7/lS/37 5/42 $60,000,000 None 
7/14/37 6/30/42 50,000,000 $19,112,500 
4/1/41 6/30/42 50,000,000 None 

2. Stabilization Agreements Concluded 
but not yet effective 

1/1/41 6/30/~/$50,000,000 
ll/1/41 6/30/43 40,000,000 
3/1/42 6/30/43 5,000,000 

None 
None 
None 

Still 
Dated 

16/10/41 
1/3/42 

b~ to b~ undelivered 
6/e:42§1$31,605~ $11,866,000i/ 
7/2/42 21,070,000 21,010,000 

Collateral 
None gold 

$19,379,0008) 
None required • 

None required 
None required 
None required 

Advance still 
outstandin~ 

$ 9 ,a03,ooc5J 
20,000,000 

This agreement also provides !or sale to Brazil o! up to 
$60,000,000 in gold, or which $29,465,000 has been sold. 

Argentines in!ormed agreement can be revived on rattrication . 

In April, original delivery date or 4/8/42 was extended by 60 
days. 

But against this amount, Russia recently delivered about 
$11,250,000 in gold which is now being assayed to determine 
exact value . 

This balance due will be canceled by the gold mentioned 1n 
footnote 4, 
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gPTEL No· l4l 

1. ll!'i.AL 

COPI 110, ..!l. 
BRITISH IICS 'f SD::RBT 

(u .s . SI!X:R!l') 

Into,...tion received up to 7 A, ll, , 2nd ~~o,y, 1942, 

1.93 

On the e.L'temoon of the tiret a homeward convoy J"rooa RJSSIA 11'88 at­

taclcod by three destro;rere which .,....., driven ott, One ehip of the convoy -.. otmlc 

and - ot H. II. Deetro,.ore alightl,y da8ogad, At ten t1ttoan P. ll. an outoo.rd convoy 

-' ta !IISSI.A wu UlllluooeoafUUT attecltecl by six Junlcere 88 ODe of whioh """ ohot doom.~ 
• 

2. l!IlJ'!ARI 

1.ll!I!· ;lOth, An operation 'IIIUI carried out by a.-e of our anooured 

rorcos ta r<~eonnoitre oneJDT dispositions and test his etronsth :rn tho T!IN:EIER Area, ,. 
Final report& havo not beon received but tho operation """ hlUipered by eovere dust 

Stoni'I!S , 

3. Am QPERATICI§ 

!!!!:>TEIJ! Fll0!!1• let, l2 Boatona and 8 lllrrioana bo1Dbe1'81 oscortad 

by 2l Squadron& of Spitfires attacked S'f, aa:R Ra1lW111 Station and factories at 

C.lLU'l and I~ISE, 13 Squadrons ot Spittixeo carrad out sweepe ovar llorthem 

FI>.UCE, One OIIOIQ' N.chtsr waa dastroyecl, five probe~ destroyed and the duaged, 

le loot 8 Spi ttireo, cmo pUot sate. lat/21ld. 26 Coaat&l Comand e1.rcraft were 

sent ta attock ohippi.ns ott IIOI&lY, PrellJdnarY report& otete that a !bison 

obtained two hits on e destroyer, Ona llldoon is odooi!lfl, 

~· Bot ... on two tiftoon P, ll, )Oth and two P, M, lot eboUt 50 

bombers o.nd tightero attacked or petrollDd tha Island cauainfl very slight d..,..go, 

C\no anti-airoratt and fi&htsro destroyed three and d01188ed four, 

4. IQSE SmtiiUTX 

.t.t BATH, NOI!ItiCII and EJ!!EII. cood prosreao bao been IIIOde in reatoro­

tiCQ of PllbUe oerrteee . At BATH i t is expected that sao wUl be avaUable troa 

!I.'US'fOL in about a fortnight, lloanwhlle, proc!u.cor cao hu been inot&lled in - t 

taeto,.tea attocted, 
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-COPY-

Wi11'1&1 61 GOV'l' B'r COIJ.ICT 

TD WD BEACON NY K1Y 3 1942 

HAROLD GR1 VES 

OFFICE OF SECY OF THE TREASURY 

TilE 'l'!IELVE PRESIDENTS OF THE FEDERAL RESERVE B.AllK .1ND TJm HEID3 
• 

O'i SECURITY DJW.ERS OF !UERIC! WIIJ. liERT IN W!SIINGT<fi 

'i'IIURSDAY . BEFORE TIIRU I WANT YOU TO WORK OUT .AliD SUliJIT TO 

ltl A. PLAN FOR IllTENSI VE SELLING OF F .lND G w.LR BOllm. PIE1SE 

OO!:SULT WI TH D.All BELL J.ND GEORGE BUFFINGTOII. COPY TO MRS 

KLOTZ AIID liR TED GAlffiLE 

IIRNRY MORGENTHA.U JR. • 

731 AM Ua.y 4. 
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0 
CClPr., 13 ·-

llllYJBB lll:ft UC. 

(1J,s, SIDD!) 

IlltOtW&t1011 reoebed up to 7 4,11,, )rei ~~,y, 1942. 

l. I!AYAL 

I:U ot H,ll, Oruiea. _.hit b;y two to~ OD tile attei'IIOOD ot till 

)ltb Aprll ott NOR1'H CAPI, whibt eaoort1ns a "-ree 0_,- tro. RISS:U., c:., ~ 

2Dd *71 wbeD in toor 1». thick -tlllr, abe -. ettaobd b:Y tbree Doetro,er. about 

! 50 llilee llorth ot ~~ Two ot 8,11, Deetro,.n aDd t.o 11na1 ~ 

eagagecl the elleiO't CD8 ~ Deatro,v _. e1mll: aDd cae daqed, '!he Cruiaer -

bit ~ one torpedo aDd bed to be alwndcaecl &lid ~ 8UDk tq 01111 ot H.H. DelotrOYe11'1. 

Cooual.Uee trca tbe OrvJ.Mr were two Ott1oen aDd about S6 ratinp !c1lled, 

WillA• Tbe operation reported yeeterdq ,... oompla~ 8011111 ooo­

<entrfltion ot aMII,)I' -hanioal tn:allport, te.nlco aDd &l'IIOIINII oara - reported 11x 

roilee aut and eut-eoutb-eaet ot flllli!DIII, 

JIIJil• IJUWUII)I l'!Drr, The Japaoeee ba.,. oaptund Jlliiiitl. aDd haw 

progreooed toorarose m:J (tweov .u.. north -t ot SIIIIBO), fbe road aDd riwr 

bridcao aoroa tba lliwr IIIIm1! J.wo beaD bl01111 up, 

CI!Ilm!l nans, Bo turtbor reporto, 

1, A.Dt OPWTDP 

·-zzgrr. 2Dd/3rdo ~ t.m4red aDd Dioeta<m a1raratt ..... 

tleap&t.hed • Soa 11iDiDg 1». BU at BlSCAI aDd IIALTIO 96J Le&tleto BJUTT.liii ll, ao 

~~!.".11ARK Oluo Tllllcer AALIISlJKD !ll.liSml U. Two as.roratt are lll.s•i.Dso '!he t&DI<er 

"\' hit and ••t 011 tire, 

MilA- Betwc 2.15 P,ll, let &lid 1.15 P,ll, 2Dd, a~ t..V e1roraft 

.. :•.acbd. 'l'llo· wn ~tor the loN"orcae Spltftre, pilt>t .,-.,w. 
mm, ~\, ftt'toeD Jld<an 88 ballbed PORt SAID~ .&bout t1ftr 

' ftbe "IGl'G dropped iJl till IlL tleai &rea &lid tllo •Nb&Dt -·ole W1'8 A I II. 011& 

• ·•1110' a1rol'att .. -~ -.! motber ~ 
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1.96 

ICq 4 , 1942 

!he Socrotar7 tolephoaed •• oa ~1 3, and •-cc••tod tbo 

tdo& ot obtabtac f roa tho tU11 and othor oourcu a coaplote 

otor7 of bh record oa iafl&Uoa and &4dlt1ou1 tu.... l!o 

o-ccuted becim>iJ!C vltb bh llootoa epuch &Dd lhoviJ>C ta detail 

r oeoaa&Dd&t loao be bad aa4e b7 ~ ot coab&tiJ>C btlation &Dd 

by 'AT of addl U oul tuu, bclu41DC tho truncated rocoael14a­

t1on o of lo• .. ber, 1941. 

He alao waDte to abov the record of othtre, like Leon 

Hoodoroon , Marriner ~celoo, Harold Sal th, etc. !ho facto, 1f 

proporl7 carmore4, ohould ohow that tbo Socrotar7 wao aa infla­

tion aarl7 bird, aad that aono of tho otboro propoood hi&hor 

taxeo tbaa tho Socrot&rJ preY1ouo to March 3, but rathor wont 

&lone vith what vao betnc d .. eloped by tho Preoldoot or bad 

IYAA lower 14eaa of tax nt ctaelty. 

On ICq 4, at 9:46 a.a., I lnotructtd ltr. l!orillat to 

proceed vttb tho colloctioa of tbh uta, and to drop all other 

work in the ••ant1ae. 

( 
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f!MJr: 

Optrator: 

i!MJr: 

Robert 
Rouae: 

i!MJr: 

R: 

I!IIJr: 

R: 

ID!Jr: 

R: 

HMJr: 

R: 

I!IIJr: 

R: 

IIMJr: 

R: 

lll!Jr: 

R: 

Hello. 

Mr. Rouee. 

Hello. 

Good morning, air. 

Hello, Bob. 

Yea, air. 

May 4, 1942 
10:18 ..... 

',\ell, how are t hey reeling in !lev York? 

19'7 

Well , I think - I round all the bond aaleemen 
were not on the train th1a morning, eo I th1nlt 
they were out selling bonda. 

(Laughs) I aee. 

And there's a little oonruaion. There's a rew 
people, ot course, who want t o aell to ~ake a 
showing in buying the new bonda that are ottered. 

I aee. 

We 're discouraging that a little bit, or en­
couragi ng the dealers to dleoourage it. 

Yeah, I see. 

In the meantime, we're keeoing the outstanding 
2 1 & and the 2-i'a at seventy-two , about where 
they were Saturday. 

I aee. 

And it's a little early to have much Judgment 
about it, but all the peoole we've talked to 
have liked the new otterings. 

Good. 

And I th1nlt you'll find the• out doing a Job. 

' 
Regraded Unclassified



HMJr: 
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Jw.Jr: 

R: 

KMJr: 

R: 

t!MJr: 

R: 

Hl'.Jr: 

R: 

lll!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

1.98 

- 2-

I eee Mr. Schram hae Juet celled the Stock 
Exchange together t or a meeting th1a afternoon ••••. 

I eee. 

•.• • • referring to the t aot that a direct assign­
ment t o our 1nduatrr by the Secretary, Mr. Morgen­
thau, we plan to organit.e our maximum ettort s . . . • . 

Good. 

.••.. and so on. So the etart'e tine. 

Good. 

~ow ~e'll have to wait tor the results. And a 
COU9le ot banks called in, trying to geuge what 
they should do, trring to interpret the removal 
ot the ceilings. I point ed ou t to them that they, 
or course, were resoonei ble tor customers' sub­
scri;>tions ••. .. 

Yeah. 

.. . •. s~nd that they had to be practical about that. 
It a man onlr had a dollar and wanted to sub­
scribe to ten dollars' worth or bonds, that meant 
it be got them, ther'd have to be aold in the 
market. 

Uh hub. 

That we were looltlng tor inves tment aubscrlotlone. 

Yeah. 

But I think the thing wlll work lteelt out, and 
we'll have a much clearer idea by noontime. 

Good. Good. 

You're back in Waeblngton? 

Yea, I am. 

Good. 
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HXJr : All r 1ght. 

R: 'l'banJr. JOU 1 11r. 

HJ.!Jr: Thank :tou • 

• 

• 
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GROUP MEETING 

Present: Mr. Thompson 
L!r , Schwarz 
Mr. Bell 
JAr . Kuhn • 
).(r, Foley 
Mr. Buffington 
J.lr . White 
Kr. Baas 
l!r. Sullivan 
Ill's . Klotz 

llay 4, 1942 
11:05 a .m. 

MR. THOMPSON: I have got s0111e various t ypes of 
easels for across the hall . You might like to look at 
them. 

200 

H.M. JR: Well, I decided on all of that very carefully. 

UR. TH01IPSON: I understood Banyas was suggesting 
building out some--

H. IJ. JR: Graves and I approved that . What is in 
there isn't what I want , 

lo!R . THOJ.IPSOfl: You have seen those? 

H.M.JR: I went over the whole thing once with Graves 
and Banyas and Tlckton. Have they changed their mind? 

MR. THOMPSON : I haven ' t talked v;i th t hem. 

H.M. JR: I 0 . K. 1 d it several days ago. They came 
in, and Graves and Tickton and Banyas were all in there 
together . 

UR. THC».!PSON: Fine . 
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H.M.JR: Unleaa they have changed their ~nde, I 
haven 't , 

201 

MR. THOA~ON: No, I don't think they have , I 
had one easel there that is in the fo~ of turning leaves 
over which you might like , 

H.JJ.JR: They had the thing all worked out 111 d 
drawn and the scale drallll , and I initialed it. It must 
have been three days ago, You ara behind time. 

lffi. THOAlPSON : I have a aacple here of what to use 
en the citation on those donations. '!'here are thousende 
of those c~ng in, and any of them are ten cents and 
twenty-five cents apiece, and I didn't know whether you 
would want to go thil t far or not. • There may be ~lliona 
of school children coming in. 1.lr. Bell hae been signing 
the more important ones as Under-Secretary. 

H.M.JR: No, I have--

ones. 
MR. THOMPSON: And I have been signing the routine 

H.M.JR: Why not say anything over a dollar? 

MR. THOMPSON : Give t hem a citation? 

H.U.JR: I don ' t like the citation. I mean, I don't 
like the printing. 

Wt THOMPSON: Well, that was done on a typewriter. 
\Ve would get it done in the Bureau of Engraving and 
Printing the same as the citations you gave the radio 
people. It would be in script . 

H. I.!. JR: I don 't like the way this ia done. Did 
the Bureau of Engraving do that? 

MR. THOMPSON: No, we did that on a typeVIriter. 

H.M.JR: Oh, let the Bureau of Engraving--
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KR. THOMPSON: I can get one from the Bureau if 
you would like . 

H.M. JR: Yes . I would like to acknowledge them 
myself . 

MR. THOMPSON : And then all the letters under it 
are for your signature. 

H.M.JR: Yes . ~y I see it again before they do 
it finally? 

MR. THOMPSON: Yes. 

H.K. JR: Give i t to ~s . Klotz . 

!.IR. THOl!PSOt·:: That is just a photostat of the 
typewritten one , 

H.M. JR: What else? 

MR. THOMPSON: That is all, 

H.J&. JR: 1fr. Bell? 

MR. BELL: Here are--

H.M. JR: You know, I didn 't see any publicity 
in the newspapers whatsoever of the transfer of the 
stock of Aniline and Dye . Did you? 

MR. FOLEY: Not a nord. It was registered last 
Wednesday, but I haven't read anything on it, or heard 
any comment on it. 

H.M. JR: I was - do I sign this thing? 

1ffi. BELL: Yes . 

H.M. JR: What are these things? 

202 

UR, BELL: These are the circulars for the two 
issues we are putting out t oday. These go in the Federal 
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Registers . These are the two letters for that donation 
that you sent in the other day, one to Patterson, 

H,M. JR: Azlything ehe? 

203 

MR. BELL: The market in the last few minutes 
appears to be satisfactoryt and the ~ral has bought 
some of the ehort bonds ana only a ~~er of a million 
of the long bonds . It is a little easy, but it is 
quite an aotive - the certificate issue that we had in 
April brought our average rate on the public debt down 
to two point three sixty-eifht, so that now we will have 
to be issuing special secur ties t o the investment funds 
at two and a quarter. That is the old age and the 
unemployment . I wondered if you wanted to take same 
of this new issue for some of the old age . 

H.M.JR: Oh, yes. 

J.IR. BELL: At two and a half? 

H,J.{,JR: Yes, and somewhere these special funds--

1!R. BELL: Yes. There aren't very many of those, 
but we will be getting in this mon th possibly two hundr ed 
and fifty or three hundred million dollars for old age . 
This is the month for payment. 

H.U. JR: Bon much are these special two's we got 
out? 

UR. BELL: Ohr I don't know, probably five a~d 
a half or six billion dollars . Oh, the special two s 
you mean? 

H.M.JR: Like the postal savings . 

J.IR. BELL: Oh, about a hundred million. I was think­
ing of the special two ' s t o the investment accounts . 

H.M. JR: Well, when you ge t it all together, why 
don' t you and I sit down and let's go over it together • 

• 
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ldR. BELL: .lll right . 
H.M.JR: I haven't seen it in so long--

YR. BELL: Well, we got those down in the last issue 
you remember. I think it is about a hundred million and' 
I would be inclined to l eave most of that there . ' 

H.M. JR: Well, what you are going to buy - you are 
not going to buy any of the 7-9? 

IJR. BELL: Oh, no . 

H.U. JR: Before you do L~ythlng, will you go over it 
with me? 

UR. BELL: Yes, sir, I will. We had a telegram fi"a:n 
the Federal Reserve Benk o! Dallas. It says, "The Inter­
national Brotherhood of Boiler Makers, Iron Ship Bui lders, 
and Helpers of American Local No. 74 of Houston, Texas, 
affiliated with the AF of L, desires to be qualified as 
issuing agent for the sale of War Savings Bonds to its 
members . It advises, many members wiah to purchase bonds 
in thie manner t o show that organized labor i s buying 
its share of War Savings Bonds . Please advise if satis­
fa9tory to qualify this organJ..zation . " 
. 1~ people, I think, after talking with Graves, turned 

it down . They said, "Offer appreciated; but in view of 
Treasury' s position in promoting establishment of pay­
roll savings plans by employers, qualification of labor 
unions would appear to create possible conflict with such 
position and general qualification of labor unions snould 
not be made. • Do you agree with that? 

H.M.JR: Well, I woul d like Houghtaling to have a look 
at it. · 

MR. BELL: Houghtaling hasn ' t initialed it. Graves has , 

ll .M.JR: But I llould like--

MR. BELL: Ferdie and I talked about it, and we 
thought that they might get peeved at that . 

H.M.JR: Who? 
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YR. BELL: The labor unions. Maybe we should 
qualify them. 

H.M. JR: Well, that is why I referred you--

205 

MR. BELL: I think no harm would be done if we did 
it . 

H.M. JR: That is why I would refer it to Houghteling 
Will you, before' it comes to me? ' 

HR. BELL: Well, it doesn' t come to you unless you 
particular l y want it beck, 

H.M.JR: Well, I don ' t went it settled - I don 't 
want to turn them dol!ll without my being consulted. 

Affi. BELL : All right . 

H.M. JR: I don'~ want to turn them down. 

MR. BELL : All right . Well, I didn ' t either, if 
you would like to qualify them. 

H.K.JR: You do? 

WR. BELL: Yes, I think we snould, unless Graves 
has aome particular thing against it . 

H.l!. JR: Well, how do you know how that thing may 
work? You may have a situation down there, if you 
looked into it, there may be some company that doesn't 
vrant to be qualified, 

MR. BELL : Well, I take it there might be several 
companies involved. The local union might work for 
several companies . 
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H.K.JR: Well, I would like Houghtaling, it neceeaiJ'7 -where ia it? 

UR. BELL: Houston, Texaa. 

H.K. JR; If neceaaarr, I would send aomebo~ down 
there from Houghteling'a office to find out what it is 
all about . Don't turn them down w1 thout talking to me. 

UR. BELL: All right. 

H.K. JR: And it necessarr, aend aomebo~ down. 

UR. BELL: That ia all. 

H.K.JR: I don't know whether they will come, but I 
have aaked Henderson, Eccles, and Nelson, and Bell and 
White and Haas to have lunch with me on Thurade,y. I han 
told each of these people to discuaa the cost of living, 
ao if any of you fellows have got any bright ideas, let 
me have them before then, aee. Those cables, for instance, 
that you are getting, Haas, from the department stores, or 
anybody that has got anything elae . 

UR. BEU.: That ia all. 

H.ll.JR: Harrr? 

UR. WHITE: The !irat rep]J to your cable to Caaadq 
about the investigation of the British voluntarr savings is 
in. It ia a very long cable. We have digested it, but I 
think it ia interesting enough and you an sufficient:~¥ 
interested so that I think you might want to read the whole 
cable . 

H.K. JR: Yes, sir. 

UR, WHITE: I think he worked fast, and I think he 
has done a good job on it. 

H.K.JR: Good. 

UR. WHITE: A copy has gone to Kr. Graves. Kr. Bell 
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already received a copy. If there ia &nJ one alae you 
would lib t o get copies, we will 1tnd the11 it you will 
let us lmow. 

MR. BEU: George Haas ought to have one. 

H, ll, JR: Kuhn wants one. 

MR. WHITE: O.K. 

The Poliah Counselor, Financial Counselor of the 
Polish Ellbas17, called to aee 11e at hie request, and said 
that they had been negotiating with the state Department 
for a financial loan or aid, which they had expected to 

fet much before this. The Prl.Jae llinhter had negotiated 
t when he was here. He informally l earned, I don't think 

he waa informed, that the matter had been referred to the 
Treasury. He hoped that progress would soon be made, since 
they are much in need. I tol d him I hadn't heard anything 
about it. 

H. W. JR: Neither have I. wey don ' t you oall up Dean 
Acheson. You call up Dean Acheson. I can't aee--

MR. WHITE: Is it Acheson or Berla? I think it ia 
Berle's bailiwick. 

H.ll.JR: Ia it? 

MR. WHITE: I think ao. 

H. ll. JR: I thought Acheson looked after it. 

MR. WHITE: It is financial arrangements. 

MR. FOLEY: It ia probably Berle. There is some 
fusion, but I think Berle is handling 1101t of it. 

con-

MR. BEU: Berle signa the letters on thoaemattera. 

llR. WHITE: It is Berle, I think. 

H. ll. JR: When I get down to busineaa, by God, I warn 

, 
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you I am going to talk to Ach .. on. It you"W.nt to talk to 
Berle, it is 0.1 . with me . 

MR. BELLt Well, that will straighten it up. 

MR. WHITE: Sir Frederick and Bewlt7 were in again: 
They have submitted some other atatementa. I think that 
sometime this week you will want to review what has happened 
and what they would like in the way of further aaeiatuce. 
They are making aore progreu than aeeaed likely a week ago. 

H.M.JR: Well, what about Auhtant Secretary llcClor? 

IIR. WHITE: The7 are giTinf hila more, I think, thllll he 
suggested here . They are now f nding war• of giTing hia a 
hundred and ten aillion. 

H.M. JR: When will I know that? 

MR. WHITE: Definitely? They were in Friday and 
Saturday and said they were negotiating. Maybe we will 
hear sometime this week. They are also taking advantage of 
General Meyers ' comments, and are dealing with Meyers, and 
they apparently are able to make much more progress and for 
much more money thllll they had been with Jones, and they 
seemed to be quite pleased, and now they feel that maybe 
they can handle a lot of the things that have been turned 
down before, eo somet~ - do you want to wait until there 
1a definite information before you reexamine the whole buli­
neae? 

H.M. JR: They tell me that thia fellow ie mown aa 
Benny Me7ers, and he ie a aaart boy. 

IIR. SCHWARZ: The aviation people tell me he ie the 
beet over there . He gets things done. 

IIR. WHITE: He hu been jumped very rapidly. The 
Canadians - the Canadian Legation called to say that these 
men--

H.M.JR: Talk louder, Harry. 
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KR. WHITE: 'lhe Canadian Lagation called. 

H.ll.JR: I didn't know whether ;rou were talking about 
Egypt or canada. 

KR. WHITE: Canadian Legation • 
.. -

KR. WHITE: I onl.JIII&ke one lllistalce a week. 'lhis 1a 
Konda7. (Laughter ) 

H.K.JR: God, 70u are conceited. A week! !hat ia 
IOilething, 

KR. WHITE: That ia 1117 quota. 

B.ILJR: lll right. I lll&ke one every morning and one 
every afternoon. 

KR. WHITE: No, just once a week. 

H.K.JR: I was talking about mfselt. 

KR. WHITE: You· do so 1111ob more than I. (Laul1;hter) 
Apparentl7 th11 have the idea - the7 have got an i aea which 
may cost this Government very considerable auma. Now, 7ou 
are meeting thm Wednesday. I thi.nk that 70u would want 
to go over it ahead of tille. 

H.K.JR: You, Bell, and I have got to sit down on 
Canada beforehand. 

KR. WHITE: Beforehand, that is right. Now, it 70u 
want to make it now tor lfedneadq morningi we will have the 
material ready. I think it 1a Wedneadq unoh, 70u aaid. 

H.K. JR: Will you be ready Wedneadq morning? 

KR. WHITE: Yea, detinite]J-. We will be ready tomorrow 
morning it ;rou prefer. 

H,)(,JR: Don't blutt. (Laughter) 
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MR. 1JIIITE: 'nat was rq llllsttJce tor this week. (Laughter) 

MR. SULLIVAN: It would haTe been it 70u had aet it tor tomorrow. 

H.K. JR: He haa had his llllstake. 

What else, Harrr? 

MR. WHITE: You remember 70u wanted that doclllllent which 
the Len\i-Leaae brought onr tor 70u to initial with respect 
to aid to the Bri tiah, and 7ou didn't want to dgn that 
document . It waa changed and 70u aaked tor a COPT ot it. 
I looked in our tilea and we didn't haTe it . I called thsa 
up. 'lhe7 aaid thq never lett it, and when I said that we 
would Te'f7 IIIIIch like a COPT tor our tilea, he said he thl.nka 
he deatrored it, but he would t't7 to reconstruct it. He did. 

H.K.JR: Whet is that? 

MR. WHITE: A memorandum which 'the7 had both got to­
gether to ask you to sign and which 70u were asking the 
President to--

H.K. JR: Oh, I think Kin Chauncey tound that. 

MR. WHITE: She did later? 

H.K. JR: I think she photoatated it and sent it back 
to them. 

MR. WHITE: That is Tery interesting, because he re­
constructed it, and rq recollection ot it ia not the same 
aa hie reoonatruotion, but I will get together with Mlsa 
Chaunoe7. 

H.K. JR: Mise Olaunoey brought aomothing in which I 
think ia what it is, and I told her to photostat it and send 
it baok. 

)(R, WHITE: I will check with her, but if that is not 
eo, the reoonatruotion doesn' t check with my memor7, but there 
is nothing we can do about it. 
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H.K.JR: Juat a mlmlte, pltaae. Are ;rou all through? 

WR. WHITE: Mr. Fole;r, I imagine, will tell ;rou about 
the progreaa of ailver. l e have a letter from Nelaon. 

H.K. JR: Yea. 

WR. WHITE: That ia all I have . 

H.K. JR: Chlck? 

KR. SCHWARZ: I have a cartoon here I think you 
would like to aee. I ahowed it to aome of the people 
outside. Berryman is sending over his original cartoon 
for ;resterda;r. 

H.ll. JR: What was it? 

KR. SCI:IW.lRZ : He had hurdles for the quota campaign. 
You were the pole vaulter. 

H.K.JR: Incldentall;r, I never aaw the picture of 
Stimson and JI1'Belt in the movies. 

KR. SCHWARZ: en, that one that was made over there? 

H.K. JR: You might inquire it they could get it and 
send it downstairs. 

George? 

(Discusaion off the record.) 
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H.Y.JK: George? 

.MR. H.US: Here is a wire. i'hie Clllle in Frid~. 
They have got nine hundred stores out there . Aa to 
form, this is a little bit different. It is practically 
the same. There is another one, too, that I don 't have 
with me. I can send that in. 

H.Y. JR: We are getting these daily wires from .l & P. 
I will read this one : 

"Survey all areas today reveal decidedly leas consumer 
comment in stores than yesterday, probably due to less news­
paper comment. Remarks largely conf ined t o questions as 
to when new low prices will be in effect. Occasional re­
mark made to effect 'I won't buy much until I see what 
happens,' but sales figures are about normal considering 
suspension sugar sales, and do not reflect such an att i tude 
generally. Better able to judge this after Saturd~ 
when country people usually make heavy weekend purchases 
of staples. Occasional inquiry noted as to whether 
ceiling prices wil l be alike on same commodity in al l 
stores. 

"Retail and wnolesale distributors mostly concerned 
where manufacturers' prices advanced in February andre­
tails did not advance until .lpril, result ing in selling 
at Uarch retails much lower than Yaroh costa, particularly 
in heavy linea such as soaps. This ~ result in merchants 
discontinuing .14~ linea showing loues.' 

me. What else, George? You have got an assignment from 

MR. H.lAS: ! ·have got one? 

H.M.Jk: Last night I gave you one. 

lllt H.lAS: Oh, yes , I am working on that and also 
I have a thank-you l etter to Hartford. 

H.li.JR: .Ul right. Ferd.ie, on this Third War fdition 
of the U.S. Defense News, as far as we know, it haan t gone. 
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MR. KUHN: I ha?en't seen it. 

H.M. JR: Will you check? ilhat el" hue you got? 

~m . KUHN; I have nothing beyond those mtmoa l sent 
you this morn1ng. 

H.M. JR: We sent out a - tell them about it . 

MR. KUHN: There were two thinga. First of all we 
took a little telegraphic poll of opinion last week to 
find out whether people in thie oountr1 would be just 
as likely to want to aee and hear a Britia~ or Chinese 
or 1\unian war hero as an American. Nobody knew and 
there were lots of guesses. It turned out that fifty­
nine percent of the people asked in a scattering of 
cities around the country said they would be ?ery 
likely to want to go to hear an .American aviator, war hero 
from the far east. Fifty-four percent said they would 
be very likely to want to go to hear a British fli er who 
had bombed Germany or another British war hero. In fact, 
thel were practically even. On the Australian-Russian­
Seroian and Chinese, they were leas interested, in that 
order. I think it bears out something the Secretary wa.a 
talking about last week. 

H. li,JR: Here ia a hero, it we can get him. H.e ia 
evidently in this country. 

MR. KUHN: Tha second of these surveys had to do with 
what people were doing with their extra money, and this 
was made last week. !a I remember it, about a third of 
the people asked, felt that they and their neighbors were 
spending their extra money on essentials. Jbout a third 
of them felt that the neighbors and themael?es were 
spending - were putting the extra money into savings. 
Ot that third, moat of them felt the people were putting 
the savings into War Bonds. The other third had varying 
answers, luxury bUJing, foolish epending. Only three 
percent of the last third felt that the extra money wae 
being absorbed by the rise in co at of living. 
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H.K. JR: Now, you ought to explain that these are 
not yea or no. It is Dr. Likert ' s people going into the 
home and e1 tting down and talking with the people. There 
was no fixed queationnaire . 

MR. KUHN : This waa baaed on actual interTiewe in 
about two hundred homea of different geographical and 
economic character• · There will be more complete results 
this week, I hope. 

MR. ~HITE: Three percent of their extra expenditures 
are absorbed by the cost of living? 

UR. KUHN: No, only three percent of those asked in 
the laat third, which i• l ese than - about one percent, 
felt that extra money was being uaed up by the rise in 
coat ot lhing. 

MR. WHITE: The others pay tor the rise in cost ot 
living out of What? 

MR. KUHN: But they felt they had money left over 
after the rise in cost of living. 

MR. WHITE: You mean that their incomes had increased 
more than the coat of living? 

KR. KUHN: That is r ight. They •ere more conscioua 
ot increased income than they were of rise in coat of 
living. 

KR. H1AS: That checks with the figurea. 

liR. KUHN: The war hero one waa surprising to me and 
I thought it was si~ficant. They don ' t m.ake any die­
tinction between nationalities ao long as they kill 
llerm.ane and Jape in combat . 

H.M. JR: Give me the National City Bulletin at m1 
home, will you? On the first of Kay we wer e to have 
a check on a thousand families and five hundred families. 

KR. IAJS: They will have that on the eleventh • 
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They said, howeTer, tQat if you absolutely needed it 
they could make a shorter tabulation prior to that 
but i t would upset them quite a little, ao if you ~an 
wait unt il t he eleTenth they would like to haTe that 
muoh more time. 

21.5 

~.M.Jn: Tell them no because by the eleventh they · 
will have another excuse. Tell them no. I want it for 
that luncheon Thursday. 

KR. \ 1ITTR: There was a National Industrial Conference 
Bul letin that came across my desk within the last week 
or two which spoke in its first f ew linea of the failure 
of the bond salea program in mopping up aulngs. Did 
somebody see that and check up on i t? 

H.M.JR: It was sent to me by Professor Brown at 
Princeton. 

KR. WHITE: Well, it goes everywhere. 

B.Y.JR: He sent me a copy of it. 

KR. WHITE: Yea, but I mean it haa a pretty wide 
circulation. I didn ' t read the thing through. It 
just occurred to me that somebody ouglit to clieck. If 
they are wrong we ought to put them atraight. 

H.M. JR: Get hold of it, George. 

l(R . SULUV.tN: The CoDDiaaioner wanted me to advise 
you • ut the Greenbrier income tax situ.ation, t he foreign 
dipl~ts. I think you asked him to haTe them checked up. 

H.M. JR: No, somebody else must haTe. 

MR. SULLIVAN: He wanted me to report to you that 
that had all been atraightened out. 

H.M.JR: It was somebody elsa. 

.. 
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KR. SULLIVAN: both he and I are a lit tle bit con­
cerned about eome of the renegotiation• of J.rJq and 
Navy contracts . 

H.M.JR: Paul talked about that yesterday. You 
had better get together with him. 

MR. SULLIVAN : what 1 t hought I should do is get 
in touch with Patterson and Forrestal--

H.M.JR: Now, wait a minute, Paul has got an in­
formal memo on that from me. Before you do an;rthing will 
you talk with Paul? 

MR. SULLIVAN: Yes. He hadn't mentioned it to 111e 
and I doubt if it is t he same thing, 

H.M.JR: I think it is because he said they set 
up a board. He spoke to somebody yesterday morning and he 
11anted to talk to me about it. I 11ill see the two of you 
this afternoon if you will get together . 

MR .• SULLIVAN: I think he is probably on the Hill. 

H.M.JR: I think it is the same. He is very much 
disturbed and the people in t he Navy are very much dis­
turbed. 

KR. SULLIVAN: I think I know how to straighten it 
out. I will f ind out. 

H.M.JR: Talk to Paul first and then--

MR. SULLIVAN: Have you already had a memo? 

H.M.JR: No, i t was to come today. 

MR. SULLIVAN: I will aak to have a copy of it made. 

H.M. JR: I was talking to him yeeterda; morning. 
Did you get the balance of your three-fifty 
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MR. SULLIVAN: No, but we haTe a Terl good liat on 
the NaTf. Patterson hasn't yet got hie 1 at in. 

H.M.JR: Could you uee more namea? 

MR. SULUVAN: No, I think we have plenty. 

H.!l.JR: Tickton has got a lot ot names. 

MR. SULUVAN: iho? 

H.Y.JR: Tickton. 

MR. SULLIVAN: That is the liat we are using, you see. 
We nner did get but a hundred and--

H.M.JR: Didn't Nelaon eYer come through? 

MR. SULUVAN: He came through with one first lot ot 
a hundred and eighty-one and then another small lot 
and he said he would send the othere ae he got them ao 
we took Tickton'a list and went ahead on that. There 
were five hundred on that one, I think, George. 

MR. HllS : You can get more than that. He hu got 
the complete liet. 

MR. SULUV!N: I know he has, but that giTes us plenty 
with these contrac tors in addi tion to them. 

H.W.JR: Well, what I gather the ~ and Nny are 
going to do is, they are go in~ t o e ee that there will be 
no exceae protits eo they don t hue to be criticized. 

YR. SULUVAN : I think there is no doubt that that 
i s what they are after. That wae perfectly apparent the 
morning you had the conference and Pattereon wae reluctant 
to have this made until he had an opportunity to atraighten 
out some situations . 

H.M.JR: I don't blame him. 
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MR. SOUlV.AN: I don't either, 

H.Y.JR: Because the eituation at inka t o"heaven. 

lolR . SULUV AN: .And I don't--

H.K. JR: Jnd the very faot that he knows we are 
going aft er them may accelerate him • • 

21.8 

KR. SULLIVAN: It may very well, but that doesn't 
affect what we are doing on the other end, Wr, Secretary. 

H.W.JR: Where I differ from you an1 Paul, if there 
are no war problema I am happy and I don t care how i t 
1a arrived at. 

MR. SULUVAN : I don't know why you aay that is how you 
differ with me . 

H, l.t, JR: I thought you said you didn't want the Navy 
to renegotiate. 

JoiR . SULLIVAN: Oh, no, I want them to and I t hink the 
more t hey do it and the more publicity is given to it, 
the better it is and I am all for helping them do it. 

H.ll.JR: Then you and Paul and I had bett er sit down. 

MR. SULUVAN: I think eo because I don't think 
what I hue in mind ia what Randolph baa talked to you 
abrut. 

H.M.JR: \hat elae ? 

MR. SULLIVAN: That ia all. 

MR. FOLEY: We had a ailver meeting on Saturday 
morning and we are in t he proceaa of preparing a reply 
to Nelson and we will be ready to talk to you about it 
before it goes , 

H. l4. JR: When? 

Regraded Unclassified



219 / 

WI IW 

TELEGRAM 
OfFICIAL 8U81N-.ooYKftNMDIT ftA'ID 

-,.,_- •• 4 .......... ,.,..... ................ , .. .... ___ ........... , 

1. o. a:m;alDIIII, 
J. o. P Oc:wPAft1 
HO Wlllf ifWi, 1 
lltV TORI ft 

All UTIIIIIIftD X. PVBLIO UAGftOJII to OPA PRlOI ODLIIO <IIDIIl 

.uD U'S D'riOt OJ RltAlL ULU. IIOULD caaAft.% APPUIOUft JOaB 

VIRIIIO Ill OOuzot UCII DAr roll on llaii A -.ur at lll!UA7l01 

BASED 0 1 YOUR DoULr W.U ~1, 

' 

• 

Regraded Unclassified



"' ... 
TELEGRAM 

llq •• 1~1 

L. A. WAM~L PUII!'!'!!!.L_ 
o»CV.U MOilP, UCOBPOII&rllll, 
RJ:MO, pYADA, 

All IIIUIIPrD II PIJILIO llUDIIOII fO OPA PIIICI OULIIIO OIIDD 

.\11) I'lD .,.,..,.. 01 U!AIL e.u.a. 1IOCJU) OI\IA!U UPIIICIA!I 'f()ft 

~IRIIIO ICC OOLt..IICW &AOll DAr POll OIR lfDI[ A 8UlOWrt at 8l!UA!IOI 

IIASID 01 DPOJI\'1 J'llCII 'fOUJl 8701\&1 II PACiriO COA!f AMI.. 

IIDIU IIOMan:i,:u siCIU!AJIY or till! 

\ 

Regraded Unclassified



221 

W'A l IW 

TELEGRAM au..:.,...._.., a..,..,,. Aa e a u:r.,. 

f~ OAIIIII! PUBIDalf 
-:nAAa: ROauh .. D oOICPm, 

CHI OAOO, ILLIIOIB, 

All I IIUI\I S'BD II I'OI.tO llUMIO .. t o OPA .01 ODLIIO C1U1D 

A11D l!B D'not OW ll&t.lll. IAt&B. IIC*lJ) OUAfi.Y APPUOIAft ~ 

vtRlNO Ill OOLl.lft UGB DAY roll on 111:11 A IIIJIUWI% OP lllftUIOI 

BASED 01 YOUR DAILY !WAll UI'Olltl, 

\ 

Regraded Unclassified



,.. . 
222 

........ u ... ... '-• .... •.,. .. 1- ., eo .... ,_ 
?r'W' Ia I »t- WI• at'e lo:e ~ •• r\e ,._,_.ar I 134 OJ ......... ~ .. 

a .,..__..-..... ,.. ........... .._ ..................... , ........... .. 
I 'b I II ......... , ...... l'•t ......... .. ........... 

* ] ... 
(IS..,.) I, lorr .. t lla• o '•• 

Ill'. at1 a. .. 17 a. 11 II a, 
... ..._. •• ue .a hlllfte ._ a a r. 
ltlll 7 

.. ............ 
• 

\ 

.. Regraded Unclassified



( 
TREASURY DEPA RTMENT 223 

INTI:R Ol'l'ICI: COMMUNICATION 

DAft )(ay 4, 1942 

TO Secretary W.orgenthau 

••oM Mr. Ferdinand Kuhn, Jr. 

We now have evidence showing that the tmerican 
people would be just about aa happy to see a British 
war hero aa one of their own. 

A telegraphic poll made in scattered cities of 
over 10,000 last week showed that 5~ would be •very 
likely" to go to see an Am~rioan war hero if he visited 
their town. Fifty-four percent would be "very li.kely" 
to go to hear a British war hero who had just taken 
part in the bombing of Germany. A British Commando 
also would be a big drawing oard according to this poll. 
Australian, Russian, Serbian, and Chinese war heroes 
would be somewhat l ess popular, in that order. 

I think the 59-54 ratio of American-British 
populari ty is very significant and exciting, in view 
of your telk with the Air Marshal last week. It shows 
that our people make practically no distinction between 
en American and a British fighting man, so long as he 
has done a good job of killing Nazis or Japanese in 
combat. 

I'll send you the detailed results of this poll 
as soon as they arrive, I hope within the next twenty­
four hours. 
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TREASURY DEPARTMENT 

INTI III 01'1'1CI COMMUNICATION 

D4TI Jlay 4, 1942 

Secretary Worgenthau 

Kr. Kuhn 

Here is some information from Dr. Liker t on 
the subject of what people are doing with their 
increased earnings. It represents the result of 
about two hundred interviews in homes in cities 
and rural areas in this part of the country. 

1. 9/10 of those interviewed felt that more 
money is being earned now than before the war. 
or these 9/10: 

1/3 felt the extra money was being spent 
on essentials like food, clothing and house­
hold furnishings; 

l/3 felt the public was saving its 
increased earnings, and moat of these 
(22% to be exact) said the extra money was 
going into War Savings Bonds. 

or the relllllining l/3, 23% felt the 
extra money waa being spent on luxuries; 
only 3% said the extra money was being 
absorbed by the rising cost of living, and 
8% felt the extra money was going to pay 
off debts. 

This breakdown involves some duplication, since 
some of those who were interviewed gave mere than 
one explanation of where the money was going • 

.:J: K. 
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Why in God ' s name do they put a woman l i ke 
Mr s . Floyd Odlum on i n Chicago - I've Just 
go t the ticker - after she made such a perfect 
aaa or hersel f in New York? 

I t hink you'd heve t o charge t hat uo to V.ajor 
Nam'll , sir. 

·l ell, I don' t know how many times -:>eool e have 
go t t o make mi stakes. God , we're having 
troublea enoug.h selling O\lr bonds - atter a 
woman makee a perfec t Jackass out or her sel f, 
they put her on aga i n . 

Yes . 

And I' d like - i f it's Namm, I' d l i ke to ge t 
word to them I'm ver y much di a~leaaed and I ' m 
willing t o ai gn ~e letter. 

All r igh t , air, I'll see the t be ge t s the 
word. 

I t' s oerfeetlY asinine. I mean , here we a r e , 
s t arting o f f now f or the month o f May - we ' re 
orr f ourteen per cent o ft with Anri l, and her e 
I ' m wearing myself to the bone, and t hi s woman 
Odlum makes a jackass out or her sel f and we 
p11t her on a national mee t ing. 

Yea. 

Now, I want that kind of thing atooped. 

Well , i t does not bav~ the bleeai ng or o11r 
or ga ni t.s tion. 
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Well, lt'll have to be atopoed it we've got 
to tlre Namm. 

Well , I'll aee that thi a .••.. 

I'm not - I mean, I'm not going to atand tor 
ell of theae mle tekea any more. 

'oell , I agree on that polnt, llr. 

And I 'm eiok and tired or it, an~ I wish you'd 
call uo Harold Graves out ln Chi cago and tell 
him eo. 

I'll do the t, air. 

I'm aick and tired ot it, and lf he vente to 
talk to mp , I'll talk to him. 

Well, I thlnk he'll aubecribe to your tboughta 
on •.... 

Well, ehe'e- t hey've Juat got t o eto~ lt. It 
it means that Namm goea, Namm can go. 

Fine. 

But here we are - we're getting ott to a louay 
etert, and we ~ut a woman like that on that 
made a - t ha t cri tlched every thlng that I'm 
tryi ng t o do here ..... 

Yeah • 

•.••. in New York, and then we out her one 
national meeting i n Chicago. 

'iell, aha haa no place in our orogram, I agree 
with you, atr. 

'tlell I' 11 not going t o stand t or 1 t any !!lor e, 
and you can call uo Harold Graves and tell him 
eo· and tell him that if lt - I ooaltively want 
to'have that woman atop talk.1ng. 

Right. Well, I'm tor 1t. 
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What? 

I'm tor it, Mr. Secretary. 

And I'm - I mean, I can' t ait here wearing 
myaelt to the bone. I ' ve go t nov two days, 
and we ' re ott to a bum start. 

Yee, air. 

And then I've go t to li sten to a woman like 
that. 

Nell, I'll aee that he gets the meeeage 
i mmediately. 

Okay. 

All right, alr. 

227 
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WAR SAVINGS BONDS 

Present : 
Mr . Gamble 
Mr . Kuhn 
Mr . Mills 
J.\r . Tickton 
oo~r. Haas 

l.ia.1 4, 1942 
3:00 p.m. 

M.r . Henry L!orgenthau, IH 
Mr. Bell 
~\r . Kilby 
J r . liegenfus 

H.M.Jk: Look, I would like a list so I could see 
all of last April, you see, I mean what the sales for 
April Y1ere . 

II.R. HAAS: By days? 

H. !A.Jit: Yes, so I can look down--

MR. HAAS: Oh, I see. V1e can have one colurr.n for 
al! the days and then start in the new month coming 
down. 1 see. 

228 

H.!A. JR: Yes . \'.e have r;ot to go seventy million 
dollars more than April. There may be something about 
this two day business. Does anybody know the exPlanation 
why the F and G's were off so badly for two days~ 

NR. BELL: One reason might be - off fro~ last month, 
you mean ? 

ll.M.JR: Yes . 
MR. BELL: No . l was goin(l to say maybe they were 

smart boys and waited until the end of the month. 

H.M. Jk · No . Has an·;body got an explanation? Well, 
give me som~thing to look at, veorge, so l can see all 
of April , you see . This thing here i s all right for one 
day, but there are an awful lot of figures to look at, 
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George. This sheet, I don't give a damn as between the 
post office and the b~s. All I would like to know is 
tha t E bonds - on the e bonds we are seven hundred 
dol lars ahead. All I really want is this . I real ly don ' t 
care about that. I mean, all l want is really the total , 
E, F, and G. 

MR. HAAS : Yes. 

H.M. JR: How we are runni~ against April. I don' t 
oare about t he ot her months . Give me E, F, and G totals 
as against April . Doesn' t that make it simple? 

llR. HAAS : Yes. 

H.M. JR: Do you lll&n t to know anything else besides 
that? Was that all you • anted to know? 

MR. Gamble: Yes. 

H.M. JR: Total E, F, and G for May as against April 
and then i f you could see what you did all through April, 
you could kind of look ahead . 

MR. HAAS : O.K. 

H.M. JR: I sa• these figures and Mrs . Odlum t ogether 
and tha"t is why I got so annoyed. (Laughter ) 

l.!it. KUHN : v.as she in? 

Wk. GAL!BLE: I could agree with )'OU on both counts 
but this time lag might be some indicat ion. 

H.M.JR: You don't mind me using )'OU as a shock 
absorber? 

MR. GAL!BLE: No, sir. but isn' t that a litt le too early, 
the time lag on that report, to reflect any effect of last 
week end' s publicity attendant to the quo tas? In other 
words, this is really the end of the sales. 

MR. HAAS: It is quite a lag. 
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H.K. JR: Well, when the last three days of April went 
ahead, I said, "That is wonderful . That is due to Roosevelt 
coming in.• Now it is running behind and I don't know what 
to say. When is Harold Graves coming back? 

MR. GAI.!BLE: Well, I won't know that for another hour 
and I can tell you. He has a meeting in New York on Wed­
nesday of the savi ngs banks. 

H.M.JR: Tie a tin can on that Odlum woman, will you. 

MR. GAMBLE: All right, sir . 

H.W. JR: He most likely said she would give a wonderful 
speech out there. 

UR. KUHN: Was she here? 

H.M. JR: No, but she goes on in New York and makes a 
great speech and gets hysterical about the word "Vlar Bonds, • 
and then they put her on in Chicago again . I can't, as I 
told Ted Gamble, sit here wearing ~self to the bone and 
make one bull after another. I mean, I am not going to 
stand for it any more . I have reached the l imit , that is 
all . I am going t o give flat orders. I used Ted as a 
shock absorber, he is such a nice fellow. How old are you, 
Ted? 

MR. GAYBLE: I am thirty- six, sir. 

H.M.JR: You can take it. All right, I will be good 
now. You go ahead. Do I kno11 you? 

MR. BELL: This is J.!r. Ziegentus . 

MR. ZIEGENFUS: I met you last year, but of course you 
don ' t remember it . That was in the line. 

H.M. JR: Well, I will know you next year. 

UR. BELL: I thought I might bring him up. 

H.K. JR: That is all right. Go on. 

Regraded Unclassified



231 
- 4 -

KR. GAMBLE: Specificallf this is to deal with our 
problem of reaching the sixteen and a half million people 
that we can't reach on the pay-roll savings plans and we 
propose-- • 

H.M.JR: Sit right up in front of me. 

L!R. GAMBLE: We propose to reach them through a can- , 
vass and i nstead of canvassing with the pledge as we 
originally had planned to do with the whole nation we are 
going to canvass them with a firm purchase agreeme~t. In 
Instances where they have bank accounts, this ourchase 
agreement would amount to a bank draft order. • 

Now, we have done that in a number of states already 
and have found it impractical from the standpoint of the 
banks , and they have not - we have had no problem of bank 
cooperation in connection with the bank draft order, but a 
great percentage of these people would not have banking 
accounts , so the problem as to who we were going to get a 
real savings of their firm agreement to purchase has been 
the problem we have been trying to solve. 

H.M. JR: I don ' t know what a bank draft is. 

L!R. GAMBLE: It is merely an order on the bank to 
charge to the person's account each month for the bond end 
make delivery, but a great percentage of these people, a 
great percentage of these sixteen and a half million people, 
farmers, doctors, law;yers, self-e.mployed and other pro­
fessional people such as musicians and engi.neers and 
technicians would not have bank accounts, so our problem 
has been, as I said, to try to keep the finger on them 
until this matured into a bond purchase, this agreement, 
is consummated into a bond purohase . The matter has been 
presented to the bankers of New Jersey, Connecticut, and 
New York, and they have approved it. We have received from 
them a letter stating that they had approved the plan that 
we have asked them to follow up. Wr. Graves presented that 
to them. It also has been presented to the bankers of 
Illinoi s, and they have approved tho plan. In each ins tance 
they wore representatives of the Federal Reserves, they were 
there , I mean, and all of the bankers, including some small 
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independent bankers. The plan calla for taking this 
agreement in triplicate. The original goes to the bank 
and the copy remains with the signer and a copy goes to the 
War Savings Staff worker to go into the War S&vings head­
quarters . If after a reasonable period of time this bank 
does not receive a call from these people t~r Savings 
office will check with them and follow this up . 

Now, in the direct instance of New York, because of 
the size of the city and the problems attendant to handling 
the millions of people, they are not going to be able to 
make an individual check on each person who signs the pur­
chase agreement , but the bank has arranged, and through 
our organization in New York, llr. Kadden, they have pre­
pared a aeries of follow-ups, the first of which would be 
direoted to t he person signing the agreement sa]ing, 
"Dear llrs. Smith: We are happy to note that you have 
sel ected the Corn Exchange Bank as the agency through which 
you intend to make your purchase . The entire personnel 
of t he bank is at your disposal." Thirty days later, with­
out taking into regard whether or no t this purchase has 
been made, they send a second mailing, general in nature, 
so that it will not hur t the feelings of the person in 
case they have bought the bond there or elsewhere, simply 
commenting on the fact that t he bank has safety deposit 
vault that they have made available and are in some way 
serving as a reminder. It has all been put into copy. I 
am sorry I do not have it hero, but it was a reminder. 

KR. KUHN: I think you missed one point, Ted. In 
telling about these t riplicate forms, did you say what was 
done ll!. th the people who had no bank accounts, that they 
were invited to state the place - the issuing agent which 
they preferred? 

MR. GAUBLE: He was telling about the banks because the 
banks and t he post offi ces are the on}J way at the ~oment 
that we oan absolutely follow those up and we have JUst 
gotten- just solved a little problem with the post offices, 
i t was very simple, as to how to follow i t . 

• 
KR. KUHN: Then forget mf interruption, I am sorry. 
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H.loi. JR: '!he post office will cooperate? 

MR. GAMBLE: Only in this way, sir . The post office 
is to keep a duplicate set for this bond, and they will make 
those sets available to us for checking. In other words, 
we can go in and check the names of the persons buying bonds 
at any post office any week and put them against the pledges 
or agreements to purchase; and at the end of the month, for 
example , we can take all of those that have not resulted in 
a purchase and recheck them and follow them up. It will 
require a little more work on the part of the War Savings 
ComMittee as a result of the post office not being able to 
do it, but I presume if we asked the post offices to do it, 
we would have to pay for it, and we probably can do it 
bet ter by adding some one person to our orR&Dlzation to 
look after it. New York is the only excep!ion to a very good 
plan of follow up. In other words, they are going about it 
a little differently there. They are going to canvass all 
thirteen and a half million people in New York without re­
gard to IYhether or not they are on pay-roll savings pl ans, 
whether they are buying bonds. 

H.loi.JR: In other words, they are going ahead with 
the pledge campai gn. 

WR. GAMBLE: No, sir , they have changed the pledge 
campaign. It is a house-to-house solicitation of one and 
a half million people in !lew York State. 

H.ll.JR: When? 

WR. GAUBLE: They are going to start it on June 14. 
In order to determine the full value, Kr. Secr~t~, of the 
house- to-house canvass or house-to-house solio1tat1on! we 
have decided to let them go ahead and do that. Now, l D 
the other states they will only make solicitations of the 
people that are not available in pay-roll savings . In other 
words the sixteen and a half million people, they will 
separ~te them by groups; and, as a result of your call t o 
the Secretary of Agriculture, they have agreed to permit 
Triple A and the county boards to do the same thing for us 
in the rural areas, to ask for firm purchase agreements from 
these people. 
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H.W.JR: He is modest. I make the appointment and he 
goes over to see him. I t is the firs t I h&d heard of his 
success . 

MR. GAMBLE: They have agreed to do that for us The 
were very cooperative in, the pledge campaign. They pulledy 
their punohes a ~ittle b1t, but t liey have decided now to 
go all out in th1s program and to send these peopl e out to 
make a firm solicitation of every farmer . Then we would 
have the three and a half million people, the seven million 
people, and some states where we have already experimented -
we have had good resul ts in northern California with the 
lawyers through the bar associations. \Ve make those ap­
proaches through bar associa t i ons , medical associations, 
teachers and so forth . 

H.W. JR: Let me interrup t you a minute . You have 
done this in just New York and Chicago. I t is such a 
big country, how can we get the banks and the re st of the 
country to doing it? 

MR. GAMBLE: I will come to that , sir . We have gone 
a lit t le furthe r than that. , 

H.U. JR : This isn't just limited to New York, is it? 

MR. ~LE: Oh, no, the reason I mentioned New York 
and Illinois is because we had the pledge campaigns already 
to go there involving canvassing of about one-fifth of the 
people in America, and we were very much interested in what 
the banks and post offices would do to help us and to find 
out whether we should attempt the solicitation or abandon 
that and go to work on the pay-roll plans and solicit those 
people not available on pay roll. That would leave about 
six million people in the United States, self employed and 
those who have some income without work, small merchants we 
can reach and will have to reach through permanent canvass­
ing organizations and the same plan would apply to the 
people in New York State. For instance, i f they had bank 
accounts, we would secure bank draft orders from them and, 
if not , we would have them designate the agency through 
which t hey wanted to buy this bond. Now, the bank would be 
a very simple follow-up. In the i nstance of savings and loan 
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institutions, savings banks, and other issuing agencies 
such as branch insurance offices or utility pay stations 
the War Savines Committee would have to pick up f rom tho;e 
places the orders and follow them up. We have already 
prepared a series of three checkups, believing that that 
would be sufficient to bring the desired result in these 
purchases . There are a number of elaborations we will 
probably have to make in this plan, but briefly that is the 
plan, and if any of you have any questions to ask about 
it or there is any part of it you don ' t understand, I 
probabl1 could answer a little more specifically and directly 
if you would ask your questions. 

Now, you have had some experience on this, haven't you? 

(Mrs. Klotz entered the conference. ) 

MR. lULLS: Well , from--

H.l!. JR: Yay I interrupt a minute? Have your men at 
all seen this? 

MR. BELL: No, I don't believe so . 

H.M.JR: Well, who from the Treasury can take a look 
at it and make sure that there are no bugs in it? 

MR. GAllllLE : A:ny bugs in it? 

H.M. JR: In the Treasury. 

WR. GAMBLE: Well, of course our safety valve ha~ been 
our issuing agents. The bug would rest wi th the issu~ng 
agency. This plan does not involve any departure from our 
present me thod of distributing bonds . 

H.M. JR: Do you see any danger in this? 

, No I can't so far. We have an understand­
ing w~h ~:;LDefen~e Staff that whenever any of lh~he matters 
involve the operating end that the literatlre an e 
memorandum go through the Public Debt Serv ce. 
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KR. GAMBLE: '!hat is why there has been a delll,f , lfr . 
Secretary, because we have had to check with the people 
that are going to be charged with doing this job. 

H.W. JR: Who are those people? 

KR. GAMBLE: The banks, post offices, and the issuing 
agencies. 

H.W.JR: And before it leaves the Treasury it will go 
through the Public Debt Service? 

KR. GAYBLE: Well , it would not normally be necessary 
t or it to. 

KR. BELL: If it involves the issuing agents or in­
structions of that character on the operating end, i t would 
go through the technical people, that ia mf understanding. 

MR. GAJ.IBLE: Yes. 

H.W. JR: Well, does this? 

MR. GAMBLE: The only thinf thet this involves is a 
service on the part of the isau ng agent which will have 
to be obtained by the War Savings Committee. 

WR. BELL: Well, if that is all there is to it, it doesn't 
need to go through the technical people. 

H.W.JR: When you go out, let Broughton thumb it through 
and if he says this is all right, that is why I invited him 
in. Broughton is the man, isn't he? 

MR. BELL: Yes. I have got Kllby in here. 

H.W.JR: I meant Kil by. 

KR. BELL: Same organization. 

H.W.JR: Couldn ' t they justthumb i~ through when t hey 
go out of the room here? If they s~, This doesn't int erest 
ua, this is O.K." 

WR. BELL: '!hey could or they could wait until we get 
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it in proper form. 

H.K.JR: He wants to shoot tonight, don't you? 

KR. GAKBLE: It won't be ready until Thursd&T, sir. 

H.K. JR: We will just let them say, ~e are not 
interested." 

KR. GAllBLE: Yes. 

H.K. JR: Just as a extra safeguard. 

KR. GlilBLE: There are some states where we han 
already discussed this with them. There is one in Kissouri 
wante to ta.ke a liberty with this plan that we would have 
to submit to Kr. Bell. It has to do with not onl7 the 
solicitation but the collection by the people , the can­
vassers, have checks made out to the Treasur7 and tha.t 
would be--

H.M.JR: The thing tha.t interests me the most is 
when will thls thing start to function in fort,y-eight 
states. 

KR. GAllBLE: When will it start to function in fort,y­
eight states? 

H.K. JR: Yes , sir. You say you ha.ve got to get i t 
out Thursdq. 

KR. GAllBLE: I should 8&7 tha.t it would be three wee.ka 
before it is functioning. 

H.K. JR : Go on. Why three weeks? 

KR. GA)(BLE: I will tell you why three weeks, Kr. 
Seoreta.ry . In our instruct ions to t he people we have put 
another job out i n front of this one, and we have given 
them until June 15 to have every pa.y roll in the nation 
signed up to ten peroent of the tot a.l pay rolls of the 
oompa.ey, a.nd that is the reason why we have told them 
apecifi oa.l!T that that is to taka precedence over every 
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phase of their operation. At beat, this sixteen and a 
half million represents not to exceed ten percent of the--

H.M.JR:When wlllitbein the hands of the state chairmen? 

MR. GAMBLE: Inside of five or six days. --H.M.JR: How does it get in the hands of the count,r 
chairmen? 

MR. GAMBLE: Well, they have, in most instances, almost 
dail7 communication with those people. 

H.W. JR: I mean, you don't deal directlr with the 
agent? 

MR. GAMBLE: We do not deal directlr with them. 

H.W. JR: Well, if a state wanted to go ahead with this? 

MR. GAMBLE: If a state wanted to go ahead with it, 
they will have full authority and full instructions from us 
to do it much sooner than that. 

H.K. JR: I think you fellows letting everything go 
until June is terrible. 

MR. GAUBLE: Well, I don't think we are, Mr. Secre­
tary. Perhaps I told the story very poorly. 

H.M. JR: I think letting everything go to June - here 
we are getting off to a bum start this month and you say 
June and there is always reasonable excuses, and then the 
first thing you know it is July. 

MR. GAWBLE: This is not an excuse, sir. 

H.W. JR: Well, I say reasonable excuses. Let's say 
you set the fifteenth of June , and I still can' t get it · 
through my head why it takes the State of New York so long 
to get going. 

WR. GAMBLE: We have charged New York with the responsi­
bility of lining up every firm in the State of New York by 
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June 15, not only everT employee on pay-roll savings but 
ten percent of the pay roll and that is a much more im­
portant phase of this job. 

H.M.JR: Are you going to tell me about that today? 

KR. GAMBLE: I was going to tell you a few things 
about it. 

KR. BELL: Did you say it would be three weeks before 
all the states would be functioning or before it would get 
going at all? 

KR. GAMBLE: It would be at least three weeks, Kr. 
Bell, before the people could put such a plan in operation. 

KR. BELL: In any state? 

MR. GAMBLE : Yes, excepting in the states where they 
are all set to go. California is doing this job on Kay 
23. Illinois is doing this job and Michigan is doing this 
job - one on WAy 11 and one on May 15. 

H.M. JR: Well , Ted, where are you going to get the 
extra seventy million dollars this montli. 

UR. GAMBLE: I will tell you where I think we are 
goinf to get it, llr. Secretary. I think we are going to 
get t largely through an immediate reaponee, and increase 
in our pay-roll savings plans. That perhaps sounds a 
little bit general to you, but you read all of these 
wire a, or most of them th&t came from these people . 
Now, they have been on this job for eleven months. They 
have been pretty well disciplined, and I don't think that 
any of them have gone ott half-cooked in making these 
assurances that they are going to reach it. It would be 
a very simple job for many of them to reach it with the 
added sale of r and G Bonds, and I dare say that there 
are many times that amount of money, probably three times, 
available in the United States if they all went out and 
concentrated on the sale of F and G Bonds, but that market 
would soon peter out, and what we are trying to do here is 
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is to bring our whole ~ up to the line ready for the 
attack at one time instead of to concentrate on the month 
of Kay or the month of June or the month of July, but we 
are t rying to come up to the point of realization of this 
billion dollars a month, and we are confident it can be 
done, but we believe it can only be done one way, and that 
is to take the most important thing first and level on it 
until we get it done, and the indications are from the 
reacti ons around the country, from the announcement of these 
quotas and the establishment of this ten percent goal that 
the state organizations are going to be able to get enough 
people enlisted in r:r-roll savings plana to do this job. 
We can raise approx tely five hundred million dollars a 
month from the pay-roll savin~s plan, and I believe we can 
beat that point by July. 

H.ll.JR: Had you finished on your check thing? 

MR. GA.MBLE: I had finished that because it was - I 
just high-lighted it to see if any of these gentlemen had 
any questions. 

H. M.JR: Do you want to know any more about that? 

MR. BELL: No, I think I understand it pretty well. 

H.ll.JR: Do you want him to talk with you tomorrow 
about it or let him talk with your two men? 

llR. BELL: I would rather he would talk to the two men 
if he is going to get it out this week. 

H.W.JR: Well, when they ar e throup;h they can go down 
to your offioe and take a look at it. Rave you got some­
thing for them to look at? 

llR. GA.UBLE: I can give them a copy of this plan. 
H.ll. JR: All right. 
KR. KUHN: Dan, the whole purpose of this was to fill 

a gap there in theJledges which had no follow-up, provide 
some kind of a pin ng down for every person. 

H.ll. JR: But t hat is the point. As I get it, it will 
be three weeks before this - before you have a man that can 
go out and ring a doorbell and take an order •. 
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MR. GAMBLE : No, Mr . Secretary, we have some of 
thmn that will be doing it all during the month, but 
you asked me how soon we would be able to have this plan 
ready for the fo r ty- eight states . I said the states -
meanlng that a s tate that had notconoeived of this job--

the 
H.M. JR: Let's put it another way, How lon~ before 

ten importe.n t states will have this thing go1ng? 

MR. G~BLE : The ten important states? 

H. I.!. JR: Yes . 

A:R. GA!!BLE: tlell , the ten i mportant states will be 
three weeks, because of their size . Their job is multi­
olied, and they couldn ' t do it . I mean, you can start 
this plan in a week in the state of Arizona, but it vnll 
certainly take three weeks to start it in the state of 
Michigan. 

H.M. JR: What are you doing outside of New York and 
Chicago? 

!.!R. GAMBLE : What are we doing? We have contacted 
everyone of the forty-eight states regardin~ this plan, 
have made arrangements for them - we have discussed this 
plan with them . You asked us to cal l off the pledge cam­
paign, and r:e immediately had to contact some thirty odd 
states, and then we contacted tho additional states 
where they had already conducted their pledge campaigns, 
or ~ere they had not set a date for their pledge cam­
paigns to tell them of this problem of reaching people 
that t hey could not reach any other way and the necessity 
of reaching them regularly in t his program. 

H.M. JR: Graves went personally to New York and . 
personally to Chicago . ~ho is going to clean up Balt1more 
and Detroit? 

1ffi, GAJ!BLE: Our state administrators . Our stat e 
administrators from California, from Michigan, from Georgia, 
and from Uissouri , al l report favorably on the pl an. 
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H.U.JR: Now, who watches that particularly? 

MR. GAMBLE! Well, that would be watched by !Jr. 
Graves part icul arly. 

H,L!.JR: Now, while we are right on that , can I 
just switch a minute? Your issuing agent t hing, how 
many issuing agents did you add last week, do you kno~~ 

MR. MIU.S : I can't answer. They run about two 
hundred increase a week, is my m~ory on it . 

!.!!!. TICK'l'OO : That is right. 

MR. UILLS : And the larger part of that increase is 
in the corporations, but t hat doesn ' t tell the story, 
because some of the corporations are small, and a small 
corporation with five hundr ed employees doesn ' t mean 
nearly as much as a large corporation that i s added as 
an issuing agent and will cover a hundred and fifty­
seven thousand like the New York Central Railway, sir, 
that come~ in shortly, as soon as they can get the 
equipment . 

H. L!. JR: Well, how often do I get that , George? 

!.!R. HAAS: Once a week on Wednesdays . 

UR. TICKTON : Tuesdays . You will have tomorrow 
afternoon . The telegrams come in this afternoon . 

H.!.!. JR: And I will have it tomorrow? 

MR. TICKTON : Yes, sir. 

H.1!.JR: When that comes in, Tiokton - I mean, if 
Haas wants t o come, he is always welcome, but I would 
like you (Mills) to walk i t in here, you see, and show 
it to me in terms of number of employees who have come 
ln. Will it list them by companies, who come in? 

MR. TICKTCN : We have it if you want it that way. 
The Federal Reserve Banks sent us a list . 
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H.M. JR: Let me take a look at the whole thing 
tomorrow, will you? 

MR. TICKTON : O.K. 

H.M. JR: You .say you will be ready tomorrow? 

MR. TICKTON : At this time tomorrow. 

243 

!.IR. MIU.S: Well, for example, l.!r . Secretary, there 
are reports heee from the more important Federal Reserve 
Districte, but you would find it very tedious to go 
through, and they cover the larger corporations . 

II .M.JR: I have Iceland at three thirty. Ravin~ 
settled Iceland at three thirty, we will settle issu1ng 
agents at t hree forty-five tomorrow. 

MR. TICKTON : O.K. 

MR. HAAS: You can set up a special table for this 
purpose . 

H.Ll . JR: \'/ell, come in and let me see what you 
fellows are doing. Give me some idea what is growing on 
this thing. Three forty-five tomorrow. 

lm. MIU.S: All right . 

H.M.JR: Are you interested, ~r. Bell? 

'L!R. BELL: Yes. 

H.U.JR: Do you want to come in and defrost me at 
three forty-five? 

MR. BELL: I think after Iceland you won ' t need to 
be defrosted. 

(Mrs . Klotz left the conference . ) 

lffi BEIJ.· It seams to me, Mr. Secretary, there 
ought t~ be ~ appointment of some of those corporations 
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which are Just about to come inl but which Tickton 
probably hasn ' t got in his stat sties, I understand 
they are coming In, 'but--

H,1!,JR: Well, it is worth while once a week for me 
to get my teeth into this issuing agent thing. 

--. 
MR. BELL: Several of them agreed to came in but 

they haven 't settled it with their subsidiary companies, 
like Bethlehem and !lew Xork Central and United States ' 
Steel. 

H.M. JR: Oh that, I cut out something - we will see 
if my figure system works. 

MR. HAAS: In some cases subsidiaries came in, but 
the parent corporation didn ' t . 

H.ll.JR: Now here is a clipping about the Steel 
Institute . I wili give t his to you. (!.!ills) I v1ondered 
if you might not tackle a representative of the Americen 
Steel Institute, and t hat gives you - now don't you want 
to get nll the members of the Steel Institute - the two 
of you get together, see, 

MR. MILLS: All right, sir, the steel industry is 
pretty well covered, 

H .~.JR : Well, get hold of the secretary in Pittsburgh 
of the American Steel Institute and ask him, one, how many 
of your members are on the pay-roll allotment plan, and two, 
how many of them are issuing agents; and if that is a good 
hunch, you have got the secretary of the airplane industry 
right here in V/ashington, Colonel somebody, wno is a so 
and so. !Verybody belongs but Glenn Mar t in . You might 
try that by associations, just try a couple of them. 

MR. L!ILLS: Glenn 1'mrtin is the outstanding one of 
the companies that is an issuing agent . None of the others 
are . 

MR. HAAS: Colonel Jouett . 

H.M. JR: Now, just for fun - you take this assignment, 
see. Take t he American Steel Instl tute and Jouett of the 
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airplane industry, and then I wil l give you a third one. 
The machine tool people have an institute. Miss Chauncey 
can give you the name of the secretary. He comes f rom 
Indianapolis . Just try those three and let them check 
their own industries for pay- roll deduct i on, issuing 
agents . If it works, then let's take other associations . 

MR. MIU.S : All right, sir. 

H.J.:. JR: Just try three and see how it works . "We 
want to know, one, have all your members got pay-roll 
deduction, t wo, are they all issuing agents; and if they 
are not• will you, as secretary of the institut~get them 
for us? If it works, take other associations. But I 
know that the machine tool fellows , God, they must be 
rolling in money, if Randolph Paul hasn't got it all. 
Just try it - I am sitting here, and nothing has happened 
on the NA1!, and nothing has happened on the United States 
Chamber of Commerce, so try it this way for me, will you? 
I mean, if this works, then let's go at it through the 
associations . O.K. 

L'R. GA}!BLE : Speaking of the Steel Institute-­

H .I~.JR : Did you get it? 

l.!R. GAJ.!BLE : Yes, si r . 

H.!!. JR: O. K. 

UR. GAJ.!BLE: You will be 
the Jones and Laughlin people 
you heard about it? 

H.?J. JR: No. 

interested in knowing that 
sent a man here today. Have 

MR. GAMBLE: They said t he president of the Company 
had not received your Apri l 25 letter , but they rece1ved 
your wire on Friday, ana they had a man hsre this morning 
to find out hovt to do this job . 

II . JJ . JR: Wonderful. 
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UR. G~JBLE : He called on you personally, as a 
matter of fact , 

H.M.JR: Who was it, t he President? 

tm. G~.!BLE : No, a gentlenen by the name of Mitchell 
f rom the Jones and Laughlin Company. 

R.I.! . JR: You got what I meant when I was trying to 
associate--

MR. CAUBLE : Vlhen you mentioned NA!.!, yes, sir. Mr . 
Secretary, you asked how l:e expected to get this seventy 
oillion dollars i n order to make the six hundred mill ion 
in ~y . I would like to point out to you one way that 
11e could get it and Vel"J easily ar.d perhaps permanently. 
Yle are getting at the present time that tie kilow of about 
eighty-eight mil l ion dollars a month on pay- roll savings 
plans, eleven million people buying a little less than 
five percent . If those people, or a substantial part 
of them, going into the new plan that will be installed 
this month, can be brought in at ten percent, it would 
mean - at the average rate of pay of a hundred and si xty- _ 
five· dollars a month we would get bond purchases in time · 
to reach that amount of money. 

now? 
H.M.JR: How much are we getting throuth pay rolls 

UR. GAMBLE : Eighty-eight million dollars tha t we 
know of . We have a record of the eleven million peopl e, 
and we may be gettint twice that amount, out we know we 
are getting eighty-eiint million dol lars, and it only 
represents eleven milfion r ·ople, and it only represent s 
f our point eight percent o thei r income . 

H.11.. JR: That i s v_ery l ow. 

MR. G~JBLE : And certainly from the reacti on ~hat 
we are getting from all over the country, and I th1nk 
maybe sometimes here we don't apprecio.te how much effect -
what has happened here in the last couple of weeks has 
caueed out in t he country, I don' t think i t is an 
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optimistic statement to say that we are going to be able 
to get the number of people on the pay- roll savings plan 
doubled and that we are going to get the percentage up. 
Here is a wire that came in this morning that I think 
perhaps you would like to hear . '~he latter portion of 
Lux Theater Program, Columbia Network, six to seven 
tonight, Monday, 1fay 6, will feature following dialogue: 

"l.!iss Joan Fontaine : 'What ' s the news from the front 
on Hollywood' s all-out battle of bonds, Mr. DeMille?• 

"Mr. Cecil B. DeMille : ' 1 was talking with head­
quarters Just today, Joan, and the noon communique is : 
"''fe're advancing on all fronts . " The goal for the entire 
industry - you know - is ten percent - or more - of every­
one 's income - for War Bonds .• 

"Mr . Brian Aherne: ' That should buy a lot of tanks 
and planes . • 

"C. B. DeMille: 1 About three hundred thousand 
dollars worth every week, Brian . Perhaps a hundred bombers 
a year will be paid for by bonds Hollywood will buy through 
our voluntary pay-roll savings plan. That doesn ' t count 
our regular cash sales of bonds either.' 

"Fontaine: 'It sounds like a system that every business 
might adopt, Ur. Dellille . Ho11 was it organized? ' 

"DeUille: ' The Motion Picture Committee for Hollywood 
was formed at the request of the Treasury Departoent to 
represent every part of the motion picture industry - labor, 
Qanagement and creative branches . The producer, r.ith four 
telephones' and three secretaries, is no more . important 
than the carpenter who builds the set or the electrician 
who lights H . We need everybody . D'you know, at a meet­
ing the other day, the two best sugt;estions wer? made by a 
lovely extra girl who'd just come from the set 1n makeup, 
and a man who Ta just come from the same set in overalls. 1 

"Aherne: 'In other words, Holl)""lood' s fay- roll savings 
plan is democracy at work to sell War Bonds. 
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"DeMille: 'Like that carpenter I was talking about, 
Brian, you hit the nail on the head. In a few weeks we 
expect to tell t?e Treasury Department that every actor, 
stenographer, wr1ter, makeup man, costumer, hairdresser, 
executive cameraman, sound technician, director, carpen­
ter, olerk, electrician, and set dresser has signed up, 
that every man and woman who works in motion pictures, 
and the al lied branahes of the industry. is in the pay­
roll savings plan and is voluntarily putting at least ten 
percent of his or her salary in United States War Bonds. 
Not just this week, or this month, but every payday for 
the duration of the war.• 

"Fontaine: 'And it' s one production with a starring 
part for everyone , '" 

H,!.! , JR: What is the pay roll of the covie industry, 
Ted? 

MR. GAMBLE : V/nat is the pay roll? 

MR. MILLS : Is i t a hundred and ninety million? 

MR. G~JBLE: Yes, close to two hundred million . 

llR. KUHN : And they haven't had pay-roll plans up 
to now? 

!JR. GA1!BLE: \'/ell , they have had them. They have 
been installing them for a couole of weeks . This ten 
percent thing has been contagious throughout the nation. 

H.l!. JR: Well, I don ' t want to tie up all these 
people . Bell, do you want to ask some things? 

MR. BELL: No. 

H . ~i. JR: Now, one other thing. Do ypu want t? ask 
anything? This doesn' t interfere with your sal es 1n any 
11ay? 

MR. BUFFINGTON : No , 
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H.M.JR: Did you see my tel!gram? I want to get 
together with you babies before Thursday. Did you get 
a copy of my telegram? 

MR. BUFFINGTON: No, sir. 
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!.!r. 
~lr . 

MR. G~JBLE: He wasn't supposed to, sir. You asked 
Graves and myself to get in touch with Mr. Bell and 
Buffington . 

UR. BELL: Oh, you mean about the Federal Reserve 
meeting. 

!.!R. G£mLE : Yes . 

H.:!.Ja : Well, before Thursday I want to get in 
touch Tli th you and his organization before VIe see the 
president of the Federal Reserve Banks, how Yle are going 
to do this thing. Incidentally, Dan, the presidents of 
the Federal Reserve are coming here . I will talk to them. 
So have a roam. The meeting is in the Treasury. I am 
just carrying out your policy. They are my fiscal agents . 
1 am serious . Let t hem come over here. If they are going 
to do this - I don 't know whether you were here. 

!.!R. BUFFI NGTON : I put that in a memorandum. 

H.M. JR: I don't knor. whether you were here, but I 
told Allan Sproul and l!arriner Eccles, both of them, that 
these men would act in their capacity as my fiscal agents, 
and they agreed to it . 

!.!R. BELL: Yes, that is right . 

H .M. JR: So they come here . I am only carrying out 
the Daniel Bel l policy. 

!.In. BELL: All right, I am willing. 

ll .M. JR: So start the meeting here. They might just 
as well--

UR. BELL: You see what- -
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(Discussion off the record.) 

Lffi . BELL: You don ' t want them to meet over there? 
You see, what t hey planned to do was to meet with the 
board. 

1! .1l.JR: That is all right . 

Lffi. BELL : And t he security dealers were going to 
meet by themselves, and they were going to get together. 
!low, they get together here, is that right? 

H.U. JR: That is the point. 

!.!R. BEll.: I understand now. 

H. I!.. JR: They get together here, and you throw 
Eccles out t he windor: . Anyway, did any of the telegrems 
come back yet from the big five hundred? 

MR. G~1ffiLE : Only this one I just told you about. 

H. J.! . JR: That isn •t r esponsible f or the script? 

llR. GA1lBLE: No, that was the job of the southern 
California associat ion . 

H .~ . JR: All I want to get from you is that you 
have a plan, and these men 11ill look after it and see 
whether they have got t he checks and ao forth . 

YR. G~BLE: I would like to send these ~entlemen 
a copy, but we also have a new plan for s tepp1ng up pay­
roll savings which I will see that everybody gets a copy 
of. 

H.M. JR: That, I am tremendously interested in . When 
could I take that to read? 

L!R. GAI.IBLE: Well, you could have it t his evening. 

H.L!. JR: If I heve it the first t hing in the mor ning, 
it will be all right . I don't read much at night . ~~t 
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you are telling me reall¥ is, for the month of May I 
have got to rely on t he lncrease in pay- roll savings , 
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lffi , GAMBLE: Not entirely, sir . There has alr eady 
been, like this one county that wired you they had already 
made their quota, these fellows will go out and catch 
enough citizens to sell seventy million dollars, but they 
are not going to do that every month, and that is Ylhy we 
are not as concerned with June as we are in July. 

H.l:. JR: Well, I want to make the six hundred in ~y. 

MR. BELL: You will have sanebody going to the 
President if you don ' t make it . 

H.M. JR: This letter on the front of the Hudson Valley 
Country Courier, I want to send thet over to the President, 

lffi. KUHN : Herber t Gaston wrote that . 

H.l!.JR: Vlell , the suggestion I have got to make is , 
sleep on it . I like to heve the movies once a week. 
What would you think of putting this on the scr een, this 
l etter

1 
to each state, and then I was thinking I could 

read it or my voice or someone else ' s voice, and then 
just have softly in back something like "America The 
Beautiful ," and let the people rend it. 

MR. G~E : It is too long for thet use, 

:.m. KUHN : You cen take excerpts fran it, can ' t you? 

H.M.JR: Is it too near whet I aaid? I don't think 
it is , 

MR. GA1ffiLE : No, I don't think so . 

ll.M. JR: Would you t hink about it and come back at 
me with it? 

MR. GAMBLE: Yes, sir , 

H.U. JR: I need this thing, but I was luAt thinking, 
to get it in to everything - and I thought o try to 

Regraded Unclassified



252 

- 2& -

personalize it to t he people in the state of New York _ 
I know the New York City papers ran this . The only wa 
I saw it was throu~h t he l ocal papers . But I was thint 
ing if it- -

MR. KUHN : Is that the Poughkeepsie paper you have 
there? They ran it on the f r ont pag~ . 

H.1!. JR: It is a good story. 

!.!R. KUHN : Fine. 

H.l.' . JR: And on thet, don 't forget I want a special 
man in Dutchess County. 

!.!R. GA:JBLE : He has been amplo;yed, sir, already. 

H.M. JR: Why didn't he come and see papa? 

l.ffi . GA1ffiLE: I couldn't answer that . 

IU!. JR: \Thy not suggest that both our chairman end 
the special fellow come and see me . I will be up on t he 
farm next Saturday end Sunday. I have never seen our 
county cho.irman end whoever the special man is . I r:ould 
like him to come . I hope to be up there . 

L!R. GA!.!BLE: This men was recomwended by the N en York 
state comcittee, and was told that--

ll ,l.! . JR: I woul~ like to see both of them. I will 
tell you what let's do . Let's see- why not let's see 
this man we employed, say, on a Seturde;y, ane1 the county 
chairman on Sunday, so I would get the dir t on Saturday, 
you see . 

l.ffi. GAMBLE: All right . 

MR. KUHN: I asked Dick Petterson, Ted, to let the 
Secretary see this man before he was put on. 

MR. GA!.::m.E : I didn't know that. I know the man 
r.as amployed, 

•• 

• 
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H,M.JR: Here is a little poem I think is pretty 
good, l{aybe I will have Irving Berlin wri t e a little 
mueio for it, 

MR. KUHN: Fair , 
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H,1!,JR: O.K. Now, you are going to let me see 
that - what you are going to do on the pay-roll deduction? 

MR. GAMBLE : Yes, sir . 

H.l!.JR: I think you had better put it in my ov.n 
hand tomorrow morning. 

UR. G~BLE : All right, sir. 

H.U.JR: Thank you all . 
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At Defense Savings Meet ing today, Gamble 
said that Patterson has employed this man 
and he is already working. HM Jr asked that 
he come t o the farm Saturday so he can talk 
to him. 

l 
' 

' 

• 

.. 
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TREASURY DEPARTMENT 
255 

tN1'D OPI"'Q COMMU NICATION --·-.... 
April 28, 1942 

Socretar,•a tiles 

Ill'. luho 

Col. Patterson 1n !lew York h&a been aeke<l 
t o recommend a suitable man tor a paid po~tton aa 
lla.r Savines representative to help 1n Dutcllaoe County. 
I have ask eel tor some names within Q8 hours . 
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.lpril 28, 1942 

FOW»>-UP FOR THE SECRETARY: 

You h&ve requested th&t & man be stationed in 

Dutchess County to work with the County Ch&irman to 

m&ke sure tb&t we have a success in Dutchess County, 

particularly Hyde P&rk &nd East Fishkill. 

Has this been done? 

• 

• 
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April Bl, l~ 

T01 MR. GlAUS 

FROMI THI SICU!ARY 

I wat to r•lltd 7oa to ban a •n datiOiled 

iD Dutobeu CoalltJ to work w1tb tbe Coimt7 ChaiJW.II to 

wake lVI that Wt ban a IUOOIII 1Jt Dlltohtll Coant7, 

partlcularl 7 H)dt Part and !&at Piahklll. 

f.U./ _. .. ~ 
~,.~~ <t /?, • 

.. 
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( TREASURY DEPARTMENT 

IHTKit Ol"''lCK COMMUNICA T10N 

10 Dlllf.t.IJ = iUIJ 

roow ADO! L . IaLLI, lL 
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( Jill) • IDCat J0a !D I'EGI lmll - loAif ll&lti!IGA ...,_ a. 
m I!A!III or u... ,....•n• -...~a AI r-.za ..-.. • * • _, 00t111 OIIIPinll an• 5,000 ca aa ~ 111a.a 

( 

(1) lllft D ~UUD AI liiUin .._. 
(I) 1flJolo ._.,y CIWoD!' AI liiUin A81!1 
(:J) lllft ... IAflUMar ane 11 Jca llltAlnlf 

... ,.. ~lAID ca GIIDI:t m•.• 

(1) - Q!WelJ'lD ... llllllllf ·--

••• tf 0 0! 

lftU..ra .., ..., ... tel...,. 0.. , lw IIana 
VIlli• ru- .... Ca .. v. lloota 
J'lnl\ .. Ueul IM,..., '-"Ule 
lol~rf .,...... lac. • ··-»ori- Glaa1a.., CaU• c ;av. lri~n 
L, Jeaber...- 6 0.. • -..a: 
PrU.atlel lU'&I'DO& C 1 'I, llewartt 
eo..ro1el ~--• frat, lac., 1 .. To"" 
Oouoll4&tet 0.&1 C1 ;av, 1 .. To"" 
OoaUa•tel IMlac C1 ;av. 1 .. Ten 
Delawer• ea4 ...... la11re.A, .Ullea'l 
..Uoott I.U.ea CerporaUoa, ..UooU 
O....rel Alllllae 6 1'll.a Corpora\loa, lev Ton 
l)r .. \ .U1a&Uo 6 raot.tlo tea O"''lf'"•'l• lev Tori< c..... C.IIPI&'f' llbloa&& 
.UUo CllaliMJ'e hnto.o\Urtac Co., ""' .Ullo 
De\ ret\ 141o• 0 I I 'I, De\nU 
llou\&la ha\11 tel.,.._ 6 telecrt;b Co, • Dea .. r 

(2) ww. @trY AI t•unct Aalil1l 

leba lo•oetlt .. ftal Joltl 1-C j V o llooMa 
IT ...... ltlnaia O.rporaU•, lel• 
...... c. usv ....... , ... 
lw ~.., ,...,. 6 llll'ftoe C a 'I• llootea 
Colp\o, ~lha, , .. , c.., I &HIT 01\'f 
»orloaa .....- 6 ... ~ Co. , .., T•"" 
»on- fill• o.,....,, lew Tertt 
Coaoe114&tet 141•• 0 S"''f• .., T•"" 
OoaU-t&l Oaa Ca .. 71'1, 1 .. Ton 
Del-., h* "6 W11\em Ja11ne4, hw To"" 
-.rel W.C C ; v .... T•"" 
1u4 'O'Uoa c.,....,, 1 .. T•"" 
.... To"" C.wel .,.,. 
lllelpo Dotp a.natac Ca"lav • .., T•"" 
lperl"f Cerporatla, •• T•"" v.a. hill ear,.rau•.., ~V~t41an• 
. .... ..., ..., .. """ .. c ... ...,. ft111411JIU• 
.. 'hi ... 1\111 c .... v 

5.~} 
5.000 

12,000 
6,000 
5.171 
5.159 
}1.~ 
6.687 
9.998 

12,011 
1,070 
19,}2~ 
5.99~ 

61,08} 
16,711 
18,710 
9.300 
8,726 
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W!!o of o..pw 

llootr lo loa\ Otsprs~ , Ore\sa 
fho 1\SIIle!J Works, •• llrUsla 
l or4aa llaHio ~. lot\"' 
P..oltlo Mlllt, lot\oa 
Pepporoll llsata.onn-c Oo. , Jos\ta 
t1al\et r..l\ 0 S l o lot\ta 
J&\11 Jrsa Works , JaUa 
roahu --.raoftrlal Oo. ' ....... 
Jrowa 6 ll>.upllsataoanq Oo,, hmdaoe 
Jrl~rt lraat Ona;SS7, llrl~r\ 
l •lac'•• .&rea Osspn~ 
J,..oh 6 Losb Optical 0o"l)AJ~T, •• Torlt 
load I to ret, bo, , •• Torlt 
Ol,..t\-7oakdl 6 Oo,, lao. , fro7 
OurUot-Wrill>\ Oorp.,..aUoa, • .., Torlt 
Cnol blo 1\ool Oorporauoa , • .., Torlt 
Dlla 6 Jra4a\roo\ , lao • • • .., Tortr:: 
lot \uS lo4alt 0''1p•~, loohot \or 
o.- .Uroratt ' ~1-c OorporaUo• 
Ia.,. AIM OorporaUsa, UUca 
Mlrl- JoUl-e Mlll Cca;sv, lll44lotown 
Boon r CospaJ~T , llor\b lta\oa 
lro1or Orooor 6 Joltlac Oo, , OlllolllllaU 
Ooa.t&laor OorporaUoa of .Asorioa, Ohl­
OoaUa.•tol 011 Ooapav, Poaoa Ol\7 
llublt 011 6 loflal-c Oapaa;r, lo,..\oa 
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II N O!fi.IIIH 101111 

.. \er of !!pl.•l!!! 

7,l!OO 
6.757 
5,000 
5.700 
9,000 

( J) 
6,1191 
5,261 

10,500 
6,)16 

11,087 
7.800 
1,1011 
6,1)6 

JO, 700 
211,172 
5,700 

22,000 
10,000 
5.561 

lio,2116 
ll,JOJ 
20,000 
5.)00 
6,)00 

1),183 

0fht latomaU•• proo•t.t 11l tll1t procrooo roport baa be• as­
••'111.4 frn HpOr\1 o\\slJl.t fros Tal'iOU Of t.ho P.torol Jooo ...... Joaltt, 
-.pons tros all of \ lt.o r.t.rol looorn l>lotrich aro aet .. ~\ 11l, 
bv.t tosplo ronlto \o 4&\o rnotl a C"'Orol o11lllarU7 *loh lheal4 
la41cato t.ho pattara for all of U.o 7.torol ....... o D1ttrloto. OeDorollJ 
tposkl-c , t.ho ....,%Ui_\ of l arce corporaUoat .. 1u111111 -caa.te it 
aat1111 r_o...,lt procro11 wll• ooatl4oro4 1D t.ho llpt of t.ho oullttaaUol 
O\ISbor of osploJOM roprot•t.t asoac tho oorporaUoat wbloh haft or will 
ohor tlJ ql'&lltJ or han o:ltlotlac arr&lll"''a\t for oaUof..otorllJ ob\&1,., 
lac boa.4t wtol4o of t.ho 7.torol Jotono Jaab • 

.t.\\•Uoa lo aall.t t o tho ooaol4orablo ....,,. .. of oorporaUau aw 
o'bt&la.l.ac boad.o tros - olal 'boaltt or or.tlt aaloao, ~oh .. 
thou Mt.ho4t of o\\&lslac boa4o aro outflcl•t to rallOTo U.o r.torol 
looonoo J.rob of \!Mlr ltnaaoo 11l t.ho ... ., atfoc\et, ae ohaace hal 
boaa. •....-- i.a atatt-c ..... ..,..,..,, , &114 \he h41ral looono Joab 
Pl'OporlJ aro -tratl-c oa t.ho ..Uo-t of t.hoto oorporaUo:u *ieh 
- -.Ito .,..,..ol.,. uo of P.torol looon• looUac faoll1Uot . lUll t.ho 
u.,.."P 1a JNIPell aa'riJlll plaa parUolpaUou t.ho 'b_...ltroJ.-c tDaoUoa 
aq OTor\u t.ho faollUiaa of- -rclal boaltt &114 or-'ll aalo:u, 
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Ia llblab -- .U .... n_ at \be h4aral ... ....,. ._ - \a ...Ua4 IIPU• 17 \loa\ u ... ~ar. U 1111r \a Mpa4 U..t t.11a l'a4..-.1 ..... ,. 
,._. vUl haft .-lta\M _...., larp ""I'JDI'aUo~~a u their - laftlac 
"'""" .. "' pont\ t.llelr •-'IIC • a441Ueaal le ... vtu. ... , 1a7 •m­proopect of 4elq 1a lan.l.IIC lloaU, la the ......,tle, u elloul4 be 
4aoll'elole \e .........,. t.ha J.w.l ... ene 1Mb "' prooea4 n th their 
ollllo-\ preen- • rap1417 u poeolble a4 ta \loa\ -r M propan& tor future e .... nauu ... 

I\ vtll M eloeern4 \loa\ U.e loar. o\aUoUcal nporh periMl...U, 
ou'bll1\te4 oaaaot abov t.lle full 11n.l.IIC .,.OJ picture, *lob 11 1a raell\7 
•••• tanrallle thaa the tlpreo nYael tor \ho r-a of tho alootaaUal. 
ooabor of oorperaUoao llbl.cb will obortl7 q1'al.1f7 .. 1oou111C IICI"h or 
which ba,.. porteo\a4 oa\iltao\01'7 looa6.-1oeu111C arr.,....aoh ouh14e of tho 
Ja4orel ... ene Jelllr:l . 
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WAR I"RCOUCTIUN 8Qo\RD .__...._D.C. 
- 1&, 191&2 

I ban 70U>' note ot AprU 28 

and • ,....,. bai>P7 to ~ ot the c~ 

oper&t1m ot the A7 ot L ritb the 

War Sftinc• progr•. 

Sincerely ;your a, 

Don&l4 11. lieuon 

The Hoaorable 
The S.Oret&rJ ot the fHuur7 
11'aehlncton, D. c. 
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Deal' &MYel 

!baak 10~ YOI'J .aoh tor 10UI' lo\\or of 
Apl'll 30 and 10V ftC&OIUOII w1 Ul l' .. pen to 
p1&bl1ol\1 011 Ule lo\\411'1 aoo\ ovt '111 l'rol1doot 
ONon k Ule -ber -10111 off1ool'l and or1an-
1~ora of t.bo A. r. of L. ~ •• lottora were 
road oa t.bo A. r. of L. '1 ... U011&l ra41o procr• 
8d~&7 a11,b\ and, U a l' .. lllt of 1- lllUOIU011 1 

wUl be 1noi114o4 1n Phll Pearl 1 • ol1palloet that 
1001 ovt t-I'I'OW. 

Vo ba\'0 alao a1'1'&ftC04 vl\ll Ulo 0. I. 0 . and 
t he off1o1&la or tho lla1lroad lll'otbol'booda for 
a1allar lot\era to be ..So pg'bl1o '111 tile• . 
I •11'•• v1Ul 10~ lloarUl1 ShAt tlloao loUora ehollld 
ba \'11'1 llolpflll when read \11 tho people oo tho H111 
nnd ahould l1ko 101& \o know of ollr npproo1a t1on of 
101&1' thollghtflllnon 1n paaa1ftl on II&Oh lllggoaUoaa 

\0 ~· · 

ICr . 8 \opllon &&1'11, 
8ooro\a1'1 \o tho ?roa1dont, 
Tho Vll1to Houao, 
Woall1ncton, D. c. 

08 
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THE WH ITE HOUSE 

WASHINGTON 

April 30, 1942 

Dear Henry: 

l:&ny thanks for your r.l8morAndWII 
of April twenty- eighth, with the attached 
copies or letters sent out by Procident 
Groen or the A. t·. of L. \lhy shouldn ' t 
Schwa n or some o! 7our helpers succest to 
Phil Pe•rl,who handles publicity for ~tll 
Creon, that these letters be r~leasod to 
the Preas . 

And, when the c.r.o. anti Railroad 
3rotherhood officials write their letters, 
their pres• representatives Mi&ht use tho~ 
ln the """'e way. !he letters from tho labor 
leaders would make excellent ooterial and 
their ~loa•e micht be eftective in a helpful 
"'""' on the Hill. 

Since~ 

STEPillll! EA OU.Y 
Secretaey to tha President 

t'onoro'ble Heney !'oreentt.au, Jr., 
'Mle .:.Ot-rf't.arJ of the 'l'reasury, 
lioshinr.ton, D. C • 

• 
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() .. r Wro olaUPMDl 

ThaU: , .... ., -.oh , ....... , 1 .. 
a d.,ll: Mt et 1•• Bollllllrlwe ,....u .. 
aterlal. 

b 7011 ._ I fMl that 7" hawe 
aet • -a&alfl••ai ·~aatl• te ether e•pul•• t.Uoe~Mt U.. •••tiJ • ... 
WI 11'1 ~~ .U:J.a.t effMtlYa ... If 
10UI' pl .. 1a 1111' attnpt to NUb IYIIJ 
O~QI lllill IYI1'7 ..,}OJM 'MrQI' lD Ml' 
pt¥1'011 IIYlftCI 1upalga. 

Sl ... rel,y, 

Vr. H.W. A ... raoa, 
Vloe I'Nal4•at0 
Ge111r&l h tOI'I CIPpOntlo::~, 
Detroit, l l•hl..-. 

FK/ogk 

270 v 

Regraded Unclassified



, 

GENERAL MOTORS CORPORATION 

DETROIT, MICHIGAN 

.t.p;ru ao, l9U 

llolloNblo l!.tm7 Jl>rt;entllt.u, Jr. 
1Jbih4 ltateo "'-•UZ'7 
··~·· D.c. 

Dov lilt'. llort;entbaua 

I aa IIDdl.JII: ;you lw..-ith JOUr poroonal oopy at a ow.ll <look 
11&1 I&Hl prueDtat1on ot tlw Olueral llotoro "'-!>l~e Bond 
Drl. w tor Vl.otozT. 

Qoe thouoaud oopl.ee ot thla tr••eDtatior-~ tor dl.o-
triblltl.on and Ill". Jerpe rlll be I.D o ti.Oil rlth Ill". Gamble, 
ot ;your Statt, to work ollt the ahippi.JII: tal.la. 

Ve.rr trulJ ;youro, 

)1/j,[J~, 
Vl.oo Pre11.41Dt 
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1Ul!lll) IIIUDS S.UIWS BOJID8 

c-pcaUn Ita\....,\ of llaleo Dvl.a& 
rtro\ !'wo llul.aooo ~· of llaT, .April oad March 191+2 

(llaT J.-2, .April 1-2, llaroh 1.-') 
Oa holo of Iaru Prloo 

( .taouah la \hout.lllllo of ciDllaro) 

laloo .taouat of laoroaoo 
or l!toroau <-l 

1 Pero•'-Ce of Ia.­
or l!torw• (-) n. ' llaT ' .6pr1l 

llaT .April llarch onr onr ...... 
#ril !arab ='!!ril 

llor1oo Jl - l'oo\ otflooo • 6,359 • 5 .~76 • 8, 7&6 • "' 4J.Jl0 Serio 0 Jl - hU:o li.~ .!!J!2 ~ -_m - hl!!I 
16.1$ 

-..Y 
llor1oo Jl - !otal 2'11,26, ~.256 3,,112 7 - 8,856 lorioo r - :Buko 2,l!So 11,1199 3.672 - 2,019 827 lorioo 0 - hU:o Y.§n lL!I! ~ -~ --li! 

o.o 

-"·' - D.! 
total 

·~ ~ ~ -46~ ~.m -~ 

ott1oo of \ho looro\a%7 of \be !roUV7, llhio1oll of ll .. eatch oad 8\aUoUoo. 

Sov<:lo1 .Ul t1proo co dopoolh wi\b tba !roaevor ot tho 17111\od 1\a\oo 01> aooO'IUlt of proooodo ot aaloo of 171>1 \od Ita teo oarl~>&o bolldo. 
Jlo\o 1 rtproo ban beoa rO'Illldod to uceo\ tbo'ClO&Ild alld will ao\ uoooeatilT odd to \o\alo. 

I ...... 
I lltrH 

- JT.71 
-&! 

- 26.7 
22.5 

- ....L.2 

-~ 

llq ~. l§li2, 
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Poa\ Oftlc1 
JoD4 Sr.l11 

lla11J Sale a - llq, 191!2 
~~1• ot Ia~h1~ 

(h ~ .... .,.41 or 4ollara) 

JIUII< JoD4 Salta 

kr1 .. I S1rl11 I krl11 r krl1a I) !o\al krlea I S.rl11 r krlea f 

l 
2 

!o\al 

• 3,219 
J , lllo 

• 6, 359 • 17,9011 

• 1 ,11~ 
1,002 

• 2,lllo • 12,6$( • 33,071 

Ofrloe or \be hcrl\ar,r or \bo !reaOQrT, D1T1alon or S.tltrch aD4 1\a\la\loa. 

• 12,6~ 
11,5'11 

• 2,lllo 

llovoel All r1pr11 are 4epoa1h wl\h \he !raaourer or the 1Jnlte4 Statio on aooout or procM4a or 
aalll or 1JaUe4 1\a\oo IITUca 'boa4o, 

lo\11 ftcvll haTI boea rou4o4 \o aaaroo\ \houall4 aD4 will not aoooooarllT A44 to totalo, 

• 12,6$( 

!o\al 
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( 

( 

H14Jr : 

Op!rator: 

Hl'.Jr: 

Allan 
Soroul : 

I!Y.Jr: 

c;: 

ID'.Jr: 

S: 

HJ.!Jr: 

S: 

HMJr : 

S: 

.. 

Hello. 

Mr. Sor oul. 

Hello. 

May 4, 1942 
}:50 t>.!ll. 

Hell o , l~r. Secretary. 

How arp you? 

Fine, t!uinke . 

How' s the thing 60in~? 

I t~ink it's going very well. 

".fell , I'm ee~ing the oren at f our o 1 clock. 
Whnt can I tell thPm? 

214 

·~ell , I think you could tell them tha t the 
ou tlook la tha t the su~ecrlotions tor the new 
two per cent ~ond will be good , and thR t the -
al t hough i t ' s t oo early to tell on the two 
and a hal f 0 er cent, because thet o~ligation 
will be 0urchssed largely by inA~rance com­
paniee end other~ where i t ' e necesea ry to 
ha~e e meeting or o~ executive committee en~ 
where t~ey have s ddition8l t im! Anyway ­
neverthelese, th~ character or the in~ulries 
and the i ndi cati ons ere th~t th•re 'll ~· a 
eubetentlel reeoonee to that ireue, ~•o, 
end thet i t he• t~·~ ol8ce - lt is t aki ng 
olace without any real orePPur e on the o~t-
5tand1ng 2- \ ' e , ~h1ch.ind1catee that there's 
a con t inui ng ~~rket t or thoee e~ong the banltt 
and o ther£ who can ' t buy the new r egistered 
leeue. 

'"hat haopened t o the long 2- \ 1 s th~ t they were 
so vorrieO about? 

They haven't do ne much or any t hing . They 're 
nov oar 16-17. ·~ e bough t about a million or 
them, t wo mill l on of them, earll ~r this rnor nlng 
when t here va s a li ttle pr eeeure. I t dried up 
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a nd t here hasn't been a ny a~ll1ng or the~ 
all after noon. 

'oell, then, your advice was pret ty good. 

So far I t hi nk 1t wae excellent. (Laughs) 
Just as I was telling you about it. 

• 
215 

(Laughs) ·~ell, I Juet wanted to let you ltnow 
I r ecognhed l t. 

Thank you. 

Well, pan we close ths 7-9? 

Well, I think you'll get e better ind1cstion 
or that fro~ some or the other districts, 
because I think they're going t o come in 
relatively heavier than New York on those. 
I ehould say you could, hut I don ' t know what 
the tlgur ee from the other dlatrlcta are going 
to look like, and we're going t o be relatively 
light er and t he other diatrlota heavi er than 
usual I shoul d say . 

I see. Okay. 

But that's all t o the good, a nd that vas to 
be e"·oected, I think. 

'!'hank you. 

All rlght. 

Ah ••••• 

tea. 

All right. 

All r i ght, sir. 

Than.k you. 

Good-b re. 
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Ooerator: 

HMJr: 

Daniel 
Bell : 

HY.Jr: 

1! : 

HMJr: - a: 

'!MJr: 

3 : 

c H!o!Jr: 

B: 

HMJr: 

B: 

H:-IJ r: 

B: 

HMJr: 

B: 

Go ahead. 

Hello. 

May ... 1942 
3:55p.m. 

Four hundred and seventy-tour million. 

From where? 

Sinoe three o'clock. 

Four seventy. 

Yes. And that'~ tvo hundred an~ fifty-two 
m1111on or that was 1n Nev York. 

I eee. 

And that's l ower than we'v? ever closed one, 
and I wonder 1 t we ehouldn t "al t un tll the 
t our o'clock re~ort. 

I t hink eo. 

Yeah. 

I think so. 

2?6 

Well, that ought to be along abou t four-thirty . 

I think we better wai t. I'm eeei ng '1111 Rays 
at t our-thirty. I' ll be here anyway until 
a qua.rter of fiv e or t1 ve- thirty. 

All right . Well , I' ll teleohone you Juet as 
soon we get it. 

'llell, I tell you - do you ge t a re~rt from 
Chicago? 

Only got t"o hundred and twenty-two mill i on 
rrom all the other banka1 because Continental 
can't be i n there - that e two hundred and 
fifty .mill ion. 

-
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Why don't you C~ll up Young on the phone 
and tind out. 

All right. 

I 'd call him up on the phone. 

All right. 1 111 do that right away. 

It you pleaee. 

All right. 

• 
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P: 
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P: 

Hl~Jr: 

P: 

HI!Jr: 

P: 

HI!Jr: 

P: 

i!MJr: 

P: 

f!MJr : 

P: 

H~IJr: 

P: 

Hello. 

Randolph. 

Yeah. 

Good afternoon. 

Yes, sir. 

May 4, 1942 
3: 57 p.m. 

I'm seeing the nress at t our o 'clock. Is 
there anything tha t I could tell them, or 
should I Just keen my mouth shut? Hello. 

Well , I'm just thinking. 

I don't know wha t happened. 
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Well, what happened this morning was that by 
a very even vote they turned down our sug­
gestion tha t the oanital stock tax be reoealed. 

Yeah. 

We're now talking about the post-war funds, 
but I don't think I' d say very much about 
that because it' s very 1no1n1en t aa eo t ar . 

Yes. 

The discussion 1s very incoherent and i nci p i ent , 
and I don't think I' d aay much about t ha t. 

Yeah. 

~u might exnreae regre t th8 t t hey turned 
down our proposals on the capital sto ck tax. 
'lie asked that they nut an extra one ner cent 
on the surtax and get rid ot that rather cumber­
some nuisance tax. 

No, I wouldn't want t o comment on those things 
unlese you were here. 

No, I don 't think- and in the aacond place, 
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I wouldn't criticize the committee either. 

Well, whet about what they ' ve done eo tar 
that we're running behind on our income? 

Well, we're running behi nd about fi ve hundred 
million on the corporste groee; but, or ·course, 
agai nst that must be ottset - some eay that 
we'll get more on the i ndividual taxes , so 
that I should say the net was around three 
hundred or thr ee hundred and fifty mill i on. 

'Nell , do you think I ought to eay anything 
on that? 

Well, you might exoreee some hooe ~~t they 
won't tall behind on the individual. 

Well, the trouble - then they'd eay , "'lhere 
would you raise it, !~r. Worgen t hau?• 

Then you'd be up against the sales tax. 

' Yeah. I think I d bett er simply eay this, 
that I'm wa tching the thing very closely. 
I don ' t care to esy anything this afternoon , 
but I may have something to say l ate r on. 

Yeah. 'iell, I t hink that's sate. 

What? 

I eaid I think that's sate. 

Well I don't want t o shoot from the hi p on 
th1s'th1ng, because it I say something and 
cr iticize Daught on at this time - I mean, when -
when I get - I think whatever I say we should 
weigh very carefully . 

Yeah, I do, too. 

What? 

I do, too. I agree with you. 

I mean - don't you? 
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Yeah, I agree vith you. 

An right. I Juat wanted to meke eure. 

Okay. 

'!hank you. 

•• 
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HMJr: 

Robert 
Patterson: 

!IMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

HI~Jr: 

P: 

IIMJr: 

P: 

~!Jr: 

Bob, 

Yeah. 

May ~. 19~2 
4:19 p.m. 

Thia 1a a d1tterent kind ot a oall than I've 
ever made betor e. Bello, 

Yeah. 
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I have a ooue1n by the name ot Colonel George 
C, Haae, H-a-a-e, of 63 Wall Street. He 's a •.... 

'ihat 1a the name? 

George 0. Reae , H-e-a-a, 

Yeah. 

Sixty-three ·-all. He was a Colonel ln the l8at 
war, and it you'll look him up

1 
you'll see that 

he had a damn good r ecord. He e about fifty­
tour , I think, or titty-tive. I wrote Mr. Stimson 
about 1t, and he turned me down. I vas urging -
well, Haae will take, oh, he'll take most any­
thing. I mean, he's craty t o ge t i n this, see. 
Re's a product ot the last- Fi r st ?latteeburg­
and it you'll look u~ hie recor d you'll ~ee during 
the war be really vas good. 

Yeah. 

And here ' s e man crazy to do something. Re ' d 
make 8 wonderful i nstructor, and it seems a 
shame, really, not t o use hie services . 

Y~ah. 

Re' e really a soldier. 

Yeah. 

And I eay - well, Stimson turned me down in 8 

letter May 2nd. I'll send you over a CO?Y or it, 
eo it you vent to see it . 

. . 
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Yeah. 

Yes, I would like t o. 

Supposing I send you over my letter to !~r. 
Stimson and hie turning it do wn. 

Well , I can find those here. 

Can you? 

Yes. 

282 

Well- ae I say, I wouldn't- I know that you 
peoole can't take him t or active service. I'll 
take that t or granted, bu t cert ainly as en 
i ns tructor i n artillery, t he man 18 r eally 
good. He unfortunately gave u~ hie Reserve 
Commissi on three or tour year s ago. He was 
a full Colonel. 

Yeah. 

And he let it slide. That'e hie trouble. 

Ot oouree, the Secretary already bavin~ acted 
makes it rather difficult. 

I know. well, this i e wha t be says, • r aeeure 
you that thls is no t to be considered a permanent 
rejection. Colonel Haas' qualifications have 
been recorded,• and eo f orth. 

Yeah. 

He says it' s not a permanent rejection. I 
don' t know who wrote the l et t er t or Stimson , 
but it doesn 't look l i ke hi e signature. 

(Laughs) 

It doe en' t. 

'A'ell, all right , I'll take a look at lt. 
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Do you mind? 

No t at all. Not at all. I'll look it up. 

I eay - I know it 1 a sort ot atter the horse 
is gone, but •••.. 

I'll look it up. 

•.••. he is good ma terial. 

Right. 

'!bank you. 

Right. 

Will you let me know? 

Yes. Yes. 

One way or the other. 

Yes, you bet. 

Thanke . 

Good-bye. 
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HY.Jr: Hello. 

Ope~ tor: Go ahead. 

Hl~Jr: Hello. 

Hr . J. L. 

Hay 4, 1942 
4:55 p .m. 
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Houghtaling : Lawrence Houghtal i ng talki ng. 

HMJr: 

1!: 

HI'Jr: 

H: 

!!J.!Jr: 

H: 

HI~Jr: !f 

H: 

:W.Jr: 

H: 

HMJr: 

H: 

HJ(Jr : 

Go ahead. 

In the matter ~r t he - tha t apsce pr~blem 
ot t he C. I. O. 

Yee . 

I epoke to you about i t Satur day. 

Yee. 

It seems that Jesse Jone~ agreed t~ let t hem 
have t he gr ound tloor ot the- tha t building ..... 

Yeah . 

.. •. . which i e or etty b8dly broken uo and the 
RFC Mortgage Comoany wer e golns to use t or 
storage s~aoe, which only he~ tlve thou•and 
teet and wouldn 1 t do t or them at all. They 
t old hi~ so , and he eai d he'd t alk it over 
with Hue bands, the head or the RFC :·tortgage 
C~moany, which he ' s d~lng now. 

Good. 

And they as~ed i t - they a81d th~y tho~~t 
a word f r om you would Juat turn the seale 
it you were willing to do lt. 

'"ell , I don't wan t t o do i t t Qnight. It 
nothi ng haopens in the morning . •... 

Yeah, all right. 

I think - let me thi nk abou t l t. 
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Yeah, tine. All right . 

All right. Thank you. 

All right, alr. 

Good-bye. 

ll 
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COIIFIDEIII'l'LU. 

04Ta k7 4, 1942 

(l) !he ge11eral OP4 ceiling order, wh1oh aarka a draatio 
step in_vartime price control, haa alraadl begun to attaot 
retail prioee. Varioua r etail atore cba11lo baTe &dJuated 
pricae to the ceiling leTals to &Toid a alov-up in aalea &Dd 

ooapetition ¥111 doubtleae ooapal othera t o reduce price~ be­
t ore k7 ~. 

(2) 8oae alaokelling in retail ealaa bad occurred in 
&dT&DCa of the OP4 order. Departaellt etora ealea in the week 
ended A:prU 25 vera 13 percent &bon 1941, aa ooapared v1 th 
an uerage gain ot 26 percent i n the t our vaeke of Marob. 
PraT1oue ha&TJ etocking b7 oonauaera, partioularlr or cloth­
ing, vae a oolltr1buting taotor, aa vall ae the earlier 
Eaahr. Sale• br aan ' 1 clothing at oree i n Marob, tor uuple, 
ware 78 percent higher than in llaroh 1941. 

(3) Prieta of pria&rl tars produota, vhiob are not 
d1reot1T attaoted b7 the OPA ceiling order, continued to riae 
in April, oarrring the tara price index to a new war-period 
high of 150, a a compared v1 th 146 in llaroh. Coate ot aooda 
bought also ro~t, and tara priou 1n April aTeragad 99 per-
cent or paritT. · 

<•> Paotor1 eaploraant rose lese than saasonallT in 
Karch, partlT due to a further moder ate decline 1n the number 
ot worker• eaplorad br the autoaob1le 1nduatrr. raotorJ P81-
rolla, howeTar , ahoved a further gain ot acre than 2 percent 
t o a nev record high. Eatia&tad aTerage WttklJ earning• or 
taotorr workera alao oontiDued to riae, and in aid-March 
atood nearl7 24 peroeot aboTe year-earlier l eTala. 

( 5) Deapi te the rec ant eaaaonal iapronaent in the tlov 
ot ateel aorap the Praaidellt ot the Bethleh .. Steel Coap&DJ 
pradiota that the aorap problea will ba vorae next winter 
thall laat. AI a oonaaquenoe, it ie urged that not hing be 
allowed to intartere with the expansion ot taoilitiea tor 

pig iron produoUon. 

- - - --
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General nrioe control order to atea r1atft~ 11Yi~ aoata ------- ----- ------- ----- --
Doainating buaineea deYelopaenta laet week waa the OPA 

general prioe oe111ng order, inatituted aa one part or the 
President ' • program to ooaoat the ria1ag ooat or 11T1ng. The 
regulation will plaoe oe1linga on retail prioea, etteot1Te 
May 18, and on prioea at other atagea or d1atribution etteo­
t1Te Kay lli all at aaximum leTela or Maroh. The supPlemental 
rent oontro order, etteot1Te July 1, will extend oontrol or 
rente from the preaent coTerage or areaa houaing 7 percent 
ot the oountry'e population to areaa houe1ng 64 percent. 

!he ateep riee since early 1941 1n wbole1ale prioea and 
liTing ooata, and their leTela preTail1ng Juat before the 
general prioe order waa i eeued, are ahown in the upper halt 
or Chart 1. Un1eaa prioea or tara products exempted rroa 
d1reot oontrol by the order continue to r iae, the regulation 
ehould haYe the etteot ot lowering the aU-oouod1ty wholesale 
pri ce 1ndez eoae'llllat, ae baa been the ezper1enoe 1n Canada. 
It will be noted (lower eeotion or C~t 1) that the all­
commodity index in reoent week• hae ~an eomewhat aboYe the 
h1gbeet March leYel, recording a gain or 1.2 percent in the 
week ended April 25 aa compared with the leTel in the week 
ended March 28. 

Ad;1n1strat1ye problema 

MaJor probleaa or ada1nietration ere raieed by the price 
order. They include, aaong others, the alleviation or the 
price aqueeze on retail tirae which etand to sutter troa the 
lag between retail and wholesale prices, and the devising ot 
a formula tor uae in pricing seasonal goode. As a aeans or 
en.toroing the retail oe.ilings, 350 •proteaa1onal aboppera• 
under the Bureau or. Labor Stat11t1oe will make sample cheoke 
or preTailing prices tor ooapar1aon with the a•ztu recorded 
in Karch. Additional ehoppere will be trained to cooperate 
with each or t he 10,000 local price and rationing boarda. 

InAcpop4egt tood deelers proteat price •A~'''' 

Certain groupa or retailers have taken etrong exception 
to the failure or the OPA to provide tor the price aqueeze 
which will reault trom the delay ot retail prices 1n oatoh~ng 
up with replacement ooeta. Plana tor ma;; ;~:t~:f~o~:lsee 
relief have been announced in the prele rk state Food 
Aeeooiation ot Retail Grooere tandhthe :::ny!ade also by the 
Ker ohanta Aeaooiation. Prates 8 aTe 
National Retail Dry Goods Aeaooiation. 
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fra4e .. uaat .. ot the laf; beheen llazooh retail too4 
pricee and wholeaale r eplao .. ent co1t1 range troa 9 to 12 per­
centage pointe· !hie range would eeem to be borne out bJ the 
relative Whole1ale and retail pl'1ce increaaea troa Janu&rJ 1941 
t o March 19~2, the period during Yh1oh ao1t ot the riee in 
living 001t1 hae occurred. (Riter to Chart 1 upper halt ) 
In that period the BL8 wboleeale price !Ddex t or t oode in~ 
creased }0.4 peroent, whereas the tood ooapenent index ot the 
BLS ooet- ot- living eerie&, baaed on retail prices, inoreased 
21.3 percent. 

I n ilauing the order, the OPA &daitted the exietenoe ot 
a retail price lag, but etated that no lin&le reaedial toraul.a 
could be tound, Iince the lag ia neither unitora nor univeraal. 
Remedial aot1on b7 adJuetaente ot aanutaoturere' and Yhole­
salere1 pricee, and other aeane abort ot railing retail price1 
ver e proJ111ed. On the other hand, the OPA 1tated that retail 
prioee on 1oae it .. l have had a relativelJ greater 1noreaee 
than wholesale prioee; and that the varioue other ooets ot 
retailer• have not inoreaeed ae rapidlJ ae wholeaale pr1cea. 

Ooveruent eubl141es Uk.el l 

Meanwhile, there are indioationl that the OoveriiJlent 
vill carrJ eoae ot tb1a burden through subaidiea, as have 
the Bri tieb and Cana4ian OoveriUIIents in t heir price oontrol 
programe. I n e1tablieh1ng ceilinge on coal pricea, the OPA 
announced last week that plana were being toraul.ated wi th the 
RPO t o provide tor increases in traneportation Oo1t1, ao a1 
to prevent retail prioes trom rie1ng above the level in the 
base period. 

In the canned too4a 1nduatrJ, prioee paid t or 1aportant 
tru1te and vegetables t o etiaulate this Je&r1e production 
Will make it dittioult to aaintain the retail price ce1linga 
etteotive UDder the new order without eoae tora ot aubeidJ. 

8oae etoree adJuating retail prices nov 

K&nJ 1toree on the other band, have acted Qu10kl7 to 
make their price~ oontora t o t he ~ lS ceiling level. A 
preaa report atatee that all KontgoaerJ Ward A CompanJ 
atoree and aa11 order bouees will open t or buainees tod&J 
with everJ price in agreement with the OPA order. !he au.aer 
' tlJer• to be aailed this week, it was etated, will be pri ced 
in strict ooaplianoe with ~~ hor::ii :: ~!~e~b~ng~~;~ 
tall and winter catalogue wu.C 

Other ooapaniea in the retail, Wbola•:i:• !"!n!::~~otur­
ing tieldl reported to. have add opt:!,!~' .:~re !f J ewark; 
achedule include the Ireage epar 
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Butler Brothera, Oh1cago 417 goode vbolaaal.era· ~uer 
Brothere, 11Uu1'&otllrere and d11tributora or ~e1er;r · aDd 
Cluett, Peabod7 and Ooapan;r, IIAIIutactlll'era of Arrow' eh!rte 
Zaetern OooperatiTe Vholeaal.a , Incorporated the largaat • 
vholeeale oooperat1Te in the kat, hea annoUnced 1ued1ate 
adoption ot the ceiling leTel, and hae recommended eia11ar 
action to the 230 retail oooperatiYea vhioh it eerTee 1n 11 
State e. 

Balic coamod1tr prioae heeitate 

Prioee ot bae1c oomaod1tiee were eomevhat uneattled 
last week, awa1t1ng announceaent and clarification of \he 
aax1a1111 price regW.at1on. !he net r ealllt vae e flll'ther 
leTelling out ot the tvo baa1c price 1ndexee. (8ae Chart 2.) 
A decline ln hog pr1cea bro~t the &Taraga down to 11¢.o2 

- from the 16-:rear h1gh or 114.~ three vaeka ago. Steer 
prioae aleo deol1ned notioeabl;r . Butter pr1cae, on the other 
balld, continued their broad riee, buo;red b;r a renewal of 
GoTernaent bll)'ing. 

• Grain pr1cee adYanoed aoderatel:r, wbeet rleing ln reeponae 
t o announoeaent of the Departaent of .A«riollltlll'e ' • loan rate 
tor the 1942 crop. the baa1c rat e will be ' l l . l4 a buehel at 
the tar11, 16 centa higher than the rate tor the 1941 orop. The 
aot\1&1 loan rate tor Mo. 2 hard Yinter wheat at Ianaaa Oit;r 
vollld be 11.27 , compared Yith a prioe range of ll.l2i- 11.19 
on Frida;r. 

The BL8 &11-coamodit;r index, ooYering wholesale prloea 
ot nearl;r 900 coamod1tiee, roee 0.3 percent in t he week ended 
April 25, to 9S·'· !he index has adYanced 31.5 percent alooe 
the pre-war aonth of August 1939. 

B1p~er prices pa1d t~era ln April; paritl prices up 

ATerage pricee rece1Ted b;r f~ere •• of April 15 vera 
aubetant1all;r &boTe thoaa of Xarch, exceeding eYen the high 
Januar;r lnela. the weighted anr&&• price index of the 
Departaent of Agriculture adYaoced to a new var-~er1od h1gh 
ot 150, a a coapared Y1th 146 1n Xarch. It vae 36.4 percent 
higher than 1n April 1941. 

Pricee paid b:r taraere on April 15 alec were eomevhat 
higher than in Xaroh. A• a net r11lllt, pr1ceeJt ~~~:in 
ducts aYeraged 99 percent of parit;r, ~pof~::x ofhfara wages 
March and the eaae a• in rebl'\1&1'7 • 1 1d ad anced' 
vb1oh'ar1 not included in the index of pri ce• pa , T 
6.o peroent in April. 

• 
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!he price 110v•enta t or tant Pl'04uota aa a 
1aportant indirtdual. ooaocUu .. ~n the tlrat to~o=n~ t~r 
191f.2, and in the tull 7eara ot 1940 Ul4 1,.1 are aholnl ~ 0 

0~ J, !he April rhe t or all tara pro4uota ratlaoted n 
.~a prioa inoreaeea tor aaat •n•a•la, cotton and trult 
Pr1ou tor truok oropa alao a4vanoed nronclT, ' ' 

IF!!plol!lent and pal!'Olla higher 

raotor7 taplo,.aent roae allgbtl)' 1n llaroh, blat the gain 
aaounting to laae than 1 percent, waa leae 1obaJ1 aaaeonal ' 
One taotor tanding t o retard the noraal aaaaonal riae .. ; a 
turtber IIOderata 4aoreaaa in uplo,.aent in the autoaob1le in­
duatr,- tor the tourth oon .. OliUTe aoDth. J.a a r .. uu, nplo)'­
aent in aut0110b1le planh in llaroh waa 182,000 balov )'tar­
earlier lel'ela. 

On the other han4, t otal o1v11 non-ecnoultural nplo)'­
a ent 1n a14-llaroh vaa aora than 2,500,000 higher than 1n the 
oo.rr .. ponding period ot 19Jo.1, Ul4 approxiaated llo,JOO,ooo, 
111noa llaroh 19~1 all atatee except 1(1oh1gan have aboVIl gaina 
1n non-agrioultural eaplo,.aent. !he larr .. t gaina ware ahoVIl 
b7 Vaahington and Arkanne, v1 tb inaraae .. ot 27 and 24 per­
cent, raepeotivel)', 

Due i n part to the d1alooat1ona oauaed by oonvereion ot 
producti on taoilitiae auoh ae 1n the autoaobilt induatr,., 
total taotorr aaplol!lent in Karch vae etill below the peak 
reached laat October. In contraat, bovaver, taotor1 p&Jrolla 
have continued to riae eubetant1all1 and in Karch reached a 
new record high . (Bee Chart Jo.. ) !hua, a1nce laet October 
factor,. parrolla have riaen 9 Percent 1n the taoe ot a 
al ight decline i n .. ploraent. !hit baa bean due to longer 
worlt1ng hove, overUae paraente and higher wage rat .. ot 
tboae eaplored. 

Average wealtl7 earninge ot tactorr workere have con­
tinued t o expand, and tor a1d-llaroh thaT are aattaated at 
nearlJ 24 pe.rcent above rear-earlier level• and ~7 percent. 
above the pre-war level a ot Allguat 1939. (!later to Chut ~.) 
!be extended up.v1ng 1n taotorr worker•' incoaae boa been an. 
outatandiDJ taotor in the ri81ng t14e ot national 1nooae PB1-
IIenta a1noe the Datenae prograa got under W&7. !he Pree1dent, 
1n hie aeaaage to Congreea, 11ate4 the atab1lisat1on ot 
worker '• reaunerat1on as one ot t he o&rd1nal obJeot1vae ot 
preaent national eoonoa1o poliof. However1 1t r ... 1na to be 
eeen whether the prograa tbUI tar envuaged tor wage etab111-
sation v111 1n tact aoh1ava the obJective indicated. I. 
great deal would appear to depend on the att1 tude ot the War 
Labor Board, 

• 
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J)epartaent store nlu gain ll&rrowe 

After runn1ns 26 peroent abon nar-earlier leYile in 
Karoh, departaent store ealee in the 4 veeke ended April 25 
were only 9 peroent &boYe the correeponding period in 1941 
Sales during the latest period aYailable, the week ended ' 
April 251 were 13 percent &bOYe year-earlier leYele. (Bee 
Oh&rt 5.1 !hie gain wae leu than the internn1ng &dTanoe in 
prices, thue indicating a aoderate decreaee in the unit Yoluae ot goode eold. 

While laet weak1 e &&lee ~igurea are not yet aT&1lable 
Dun and Bradetreet reports t• the recent price freuillg • 
order had Uttle eft'eot on retail trade, although a 4ecided 
lull ia e&1d to haTe occurred in &dY&nce tlbolelale b\q1ng. 
Soae preu reporte OYer the weeteD4, bovtYer, indicated that 
an apprec.iable elaokening in retail Ialii had occurred. 

OlothiDg etoru led Xaroh retail eal11 ga1n1 

Boae el&ckening of retail bUTi ng, particularly ot cloth­
ing, could probably haYe been expected shortly in anT eTent, 
in T11W ot the unueually heaY)' Yoluae ot eal11 in Karch by 
certain types of etorea. !he increaeee in ealee of inde­
pendent retail storee in Karoh 1942 oTer March 1941, baeed on 
Census Bureau tiguree, are ehovn in !able 1, attached. Al­
though all store groupe except aotor Yehlcie dealers and 
tilling etaUone ahowld gains, tha extent of the gaine Tar1ed 
videl)'. Beading tha liet were aen 1 e clothing and furniehing 
etor11, wUh a 1•1n of 7$ percent. Jut in order oue faaily 
clothing etoree aD4 lboe storee, With i ncreaeee of 43 and 37 
percent reepeotiYely. At the other eD4 of tha liet, aotor 
Tehicle dealer~ ealee were 75 percent below year-earlier 
ltTele ae a r e eult of the production reetriotione and 
rationing eoheaee in efflot. !hie llrTed in large part to 
reduoe the gain to 12 percent for all groupe . 

Purther eteel eorap diffioultiee predicted 

Although the tlow of steel ecrap hae ehown eeaeonal 1a­
proTement and hae oontribnted t o the reoent aoderate gain 
in steal operatione, the President of the Bethlehea Steel 
CompaQ)' last week predicted that the eteel •crap probl.. . 
would be IYin vor11 next winter than la1t. Oonaequently 1t 
wa1 eaphal1&ed that the steel 1nduatry Will be dependent aore 
than eYer on an 1noreaee in pig iron production to a&1nta1n 
ateel ingot output. 
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Aa a reeul t of thie a1 tuauon, the hope waa u:preeaed 
t bat nothing would be allowed to interfere With the expansion 
ot tao111t1ee for .the produotion ot p1g 1ron . the latest 
developaent in ~~ bonneot1on ooourrtd laet week, When a new 
blaat furnaoe wae blon 1n by the !enn .. ue Ooal and Iron 
Ooapan;r, whioh Will 1noreaee that ooapan:r1 e pig 1ron oapaoUy 
b1 17 peroent, Ind1oat1ve ot the heavy deaand for eteel 
aorap, oonauaption ot aorap roae to a new high ot 4,S4o,ooo 
t on• 1n Karob -· an 1noreaee or about 4 peroent over the 
cor r upond1ng aonth 1n 1941. 
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!able 1 

Retli) ealee b7 eeleoted independent etore ~ sroupe 
(Percent change, Xaroh 1911-2 onr Xaroh 1~1) 

lien' 1 oloth1ng and turn1eh1ng It or .. 
Fam117 oloth1ng atoru 
Sboe etoree 
Hardware etoree 
Vomen'• read7-to- vear atoree 
Dry goode and general aerohand1ee 
Heating- plumbing equ1paent dealer• 

.flpartment etoree 
Sporting goode etoree 
JewelrY etoree 
Liquor etor .. (packaged goode) 
Radio and aueioal inetruaent atoree 
Luaber-bu1ld1ng aateriale dealer• 
FUrniture etorea 

(
Eat ing and drinking plaoee 
Jrug etoree 
Food etoree 
Ho~aehold appliance dealer• 
Filling etatione 
Kotor-Tehiole dealer• 

t otal 

• 

Percent ab!lft&e 
ll&rab 1911-2 

over X&roh 191!.1 

4~ 
~ 
32 
28 

~l 
26 
26 
25 
22 
20 
19 

u 
12 
tl 

- 2 
- 75 
• 12 
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TO 

,AOM 

TREASURY DEPARTMENT 

INTER OI'I"'CE COMMU NICATION 

Secretary Korgenthau 

Mr. Foley 

299 

DATW liA1 4 1 1942 

Sub~ct: Experience of Foreign'Funds Control Representat ives in 
Latin .Alllerica 

Three Treasury representatives have recently returned from Latin 
~rica , where, in conjunction.with representatives of the State 

_Jlep~tment and Board. of Econ?W-c Warfare, they worked with our diplo­
t:atlc and consular 1111ssiona u an effort to ascertain to what extent 
our program of economic warfare is succeeding in Latin America. The 
reports of these three representatives (namely, Norman E. Towson who 
visited the countries on the east coast of South America - venezuela 
Brazil , Argentina, Uruguay and Paraguay; JameS H. Mann who visited ' 
.Central America - El Salvador, Honduras, Nicaragua, Costa Rica and 

( Panama; and B. l: . L. Timmons who visit ed l!exico and Cuba) indicate 
the following: 

(a) l:xperience of mission in South America. 

With respect to the countries ~isited in South America, 
it was observed that with the notable exception of Argent ina, 
they had all adopted decree laws designed in form to carry 
out the objectives of economic warfare outlined in the reso­
lutions adopted at the Rio conference. It waaaK!~!~ctly 
clear, however, that the steps being taken to · 'ster and 
implement these decrees were such as to make the decrees sub­
stantially ineffective. Contributing factors were the absence 
of any expert technical knowled$e on the part of th~ respective 
government officials administerlU$ the decrees, lack of cap­
able personnel available to adminuter the decrees (including 
the lack of satisfactory persons who could act as supervisors 
of Axis firma), and obvious intention (particularly in the 
case of Paraguay) to withhold further action pending the dis­
closure of what further reward might be expected from thi s 
country. Ar~entina, of course for political reasons desi~ned 
to maintain •strict neutrality" and due to lack of good fa1th, 
has taken no constructive action a.nd has, in many instances, 
collaborated with or at least condoned acta designed to aid 
the eneJI\Y. 
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Our Proclaimed List program has of course had some 
favorable effect in its relation to the activities of 
Axis firma in these countries . However it is clear that 
our program of economic warfare in Lati~ America will not 
be really successful unless and until we obtain the whole­
hearted cooperation of the Latin American countries in 
adopting ana ef~ectiv~ly administering real local c~ntrol. 
VIe ar e not gethll$ thu wholehearted cooperation from any 
of the South Amer1can countries visited. 

(b) Experience of mission in Central America. 

The Central American countries, with the possible 
exception of Panama, are not aware that measures taken 
to carry out a program of economic warfare against the 
Axis are designed to protect their own security. Rather 
they have the attitude that such measures are being taken 
merely as a favor to the United States . Furthermore, these 
countries feel that they have complied with t he provisions 
of the resolutions adopted at the Rio conference, recommend­
ing severance of financial and commercial transactions with 
the Axis pov1ers , by the mere adoption of laws or decrees. 
It appears that little t hought is ~iven to administration. 
Of course the local government off1cials gave glowing re­
~orts concernin~ the administration of their l aws. However , 
1nvestigation d1d not bear out such reports. 

It was the observation of our Central American Mission 
that many of the loc~l governments, after enacting me~ures 
designed to effectuate the purposes of the Rio resolut1ons, 
were unable to determine just what steps should be taken to 
put such measures into effect, and that our dilllomatic missions 
were unable to give them much guidance concernLng the steps 
which should be taken. 

The local government officials appeared reluctant to 
resort to rigorous measures to break the inf~uence.~_acti­
vities of those persons known to be engaged 1n actlVlt~es 
inimical to our war effort. There appeured to be c~ns1derable 
reluctance to adopt the "vesting" technique or the forced 
sales" method to eliminate these undesirable persons from 
their economy. 
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(o). Experienoe of mission in Mexico 

The mission to Mexico found that the Proclaimed List wa.s 
having little or no effect on the large number of German firms 
~ncluded therei~ . M~ of these firms are large and play an 
1mportant part 1n Mex1can econo~. Because of their economic 
povter and active support of the Axis oause , it is essential 
that they be controlled and their power broken. The Mexican 
government has in a few cases installed interventors in such 
firms but there is no indication that such action has resulted 
in any effective control of the activities of . such firms. It 
is the belief of the American Embassy in Mexico that the Mexi­
can government has only installed interventors in such firms 
f or the purpose of making representations to have such firms 
deleted from the Proclaimed List. It should be remarked here 
that the Embassy in Mexico had little or no knowledge as to 
the efficacy of the Proclaimed List in general and the re­
porting by the Embassy of individuals and firms for addition 
or deletiQn from the Proclaimed List has been very inadequate. 

It was the opinion of both the Embassy and the travelli~ 
mission that the l ocal freezing decree promulgated by the MeXl­
can government has had practically no effect . To start with, 
the decree is far too narrovt in soope proporting to control 
only banking transactions (in fact only approximately 1,000 ,000 
pesos - $200,000 -has been frozen). Of more importance, the 
Mexican government has no administrative machinery at its dis­
posal at the present time to effectively administer the in­
adequate decree that has been issued. 

* * * 

As an overall observation lt should be emphasized that 
our diplomatic and consular missions do no~ have p~rsonnel 
with sufficient experience and background 1n the f1e~d of 
economic warfare so as to be able to render real ass1stance 
and advice to the local governments of the Latin American 
republics in connection with t he adoption and carrying out 
of real local controls . 

What is needed i mmedi ately is to have men on the s~ot in 
these countries who will be able to obtain the inform~t1on 
needed to aee what is going on, to render such technical and 
other ~ssistance to these countries as~ be needed, .and, what 
is more important, to s~ur these countr1es on and aff1rmatively 
furnish them with real 1deas as to what to do. 

~ . 1-' · 1-L _....:. ______ _ 
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TO 

TREASURY DEPARTMENT 

INTI:~ O,.,CI: CON N UNICATIO N 

Secretar y Morgentbau 

Mr. Kamarck 

Subject: Shipment of Planes to Britieh Forces , Week Ende4 
April 28, 1942 

l . In the week ending ~pril 28 , 1942, a total 
or 110 planes or all types ( 1:!4 combat planes) were 
shipped to British forces. 

2. Except for the movement or 21 pursuit planes 
to the British forces in the Pacific , all or the 
coabat planes leaving the United States in this week 
went to the United Kingdom, 

~ . Shipments of planes to the British in 1942 
have now orossed~e 2 , 000 mark . ~e United Kingdom 
received over half or the combat planes (55 percent) , 
or a total or 916; the Middle East received a fifth 
(22 percent) and the Pacific received a sixth (16 
per cent) , The other combat planes (7 percent of the 
t otal) went to Canada and India. Practically all of 
the trainers ( ~1~ out of a total or ~21 ) were sent to 
Canada, 

.. 
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Table A - Shipmen ta b7 Area 

Light and medium bombers 
Heavy bombers 
Naval patrol bombers 
pursuit 
Army cooperation 
Trainera 

Total to the United K1ngdcm 

Light end medium bombera 
bomber a 

Pursuit 
Army cooperation 
Trainer a 
Total to the lliddle Eaat 

Light and medium bombera 
Heavy bombers 
Naval patr ol bombera 
Pursuit ' 
Tra1nera 
To tal to the Canadian Forces 

Light and mediUII bombers 
!laval patrol bolllbera 
Puraui t 
Trainer a 
Total to Pacific Forces 

Indian Forces 

Light and medium bombera 
Heavy bombere 
!laval patrol bolllbera 
Pursuit 
Army cooperation 
'l'ra1nera . 

Orand Total 

Weelc 
Ending 

Apr.2811942 

~5 
10 

0 
18 

0 
_Q 

0 
0 
0 
0 

_Q 

0 
0 
0 
0 

26 

0 
0 

21 
_Q 

~5 
10 

0 
~9 
0 

26 

I 

0 

26 

21 

0 

110 

Total ahipped 
in 1942 
to date 

192 
0 

166 
12 

_!! 

~2 
1 

2~ 
~0 

ill. 

121 
0 

148 
_Q 

916 

~99 

40 

2 , 002 

303 

Total abipped 
a inca 

Jan. 1 1 1941 

1 , ~86 
149 
110 
890 
90 

.1li 

522 

1,oJ 
12 

___!2Q 

200 
l 

~l 
72 
~ 

2,649 

664 

40 
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T&ble B - Shipaente b7 T7Pe• 
Week Total ahipped Total ahipped 
Endi~ 1n 1942 since 

Apr.28,1942 to dete Jan. l , 1241 
Bell Airaoobra 4 ~ll 465 
Boeing 8-17 2 11 ~1 Boston III 0 ; 29 
Brewster Buffalo 0 0 • ~ 168 

Cesena Crena I - A (AT- 17) ; a~ 36 T-50 0 700 

Consolidated Catalina 0 ~l 168 
Liberator 8 ~; 124 

~rt1aa Kitt,hawk 2.1 ~48 
~ Tomahawk 0 0 

Douglas Boa ton I and II 0 0 82 
Boston III 0 0 410 

Fairchild 24 R- 9 0 61 83 

Glenn Martin Baltimore 0 195 26~ 
Maryland 0 0 150 

GI'UIIIIIlan Mar tle t II 0 45 86 

Lockheed Hudaon 14 267 1 ,2~7 
Lightning 0 ~ ~ 
Ventura I 0 12 12 
Ventllra Bomber 19 85 ll; 

North American B-25B 2 6 6 
Harvard II 0 51 948 
lluatang 14 256 3~6 

Pitcairn Autogiro 0 0 5 

Stearman PT-27 21 148 149 

VouS)l t - Sikoralcy Chesapeake 0 0 ;o 

Vul tee S tina on o- 49 _Q ....!.Q. ..1!1: 
Grand Total - All T,"pea 110 2 , 002 6,914 
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"" Table C - Plane Shipments to the British by Weeks 
0 
~ Week Light and Heavy Naval Army 

Ended medi- bombers patrol Pursuit Coopera- Trainers Totals 

-- bombers bombers tion 

weekly average 
of shipments 
in l94i ;6 2 ; 28 l ;o 100 

January 6,1942 24 0 5 ;o 4 

~ 
72 

January 1.; , 1942 ~ 0 2 58 0 105 
January 20, 1942 0 0 i4 0 82 
Jmuary 27,1942 24 0 l 100 

' l~ 14; 
February .;,1942 9 0 ; 10 ;o 
February 10,1942 .;; 0 ; 

~ 
0 4 ~~ February 17,1942 12 0 2 7 0 

I ·• February 24~942 ~g 0 2 l l 129 
Karch .; , 19 0 l So 0 113 
Karch 10, 1942 ~4- 2 0 78 l 0 110 
Karch 17, 1942 1 0 94 8 0 l;~ 
Karch 24, 1942 

~~ 
9 12 7~ 0 84 n~ Karch 31 , l~ 1 0 58 ~ 

10 
April 7 19 2 0 5 88 
April 14, 1 942 55 7 0 86 

i~ 
18~ 

April 21, 1942 55 11 0 4; 15 15 
April 28, 1942 ....25. ..1:Q. _Q ....2.2. _Q .!!Q 

Total shipments 
since Jan, 1 ,1941 

2 , ;24 168 1 , 8;_; 6 , 914 to date . * 155 2,;;2 102 

* ~ese totals include a few aircratt shipped prior to March 17, 1942, which are not listed in tbe 
weekly figures . Due to a mis take by the source of the data, Lend-Lease aircraft flight deliveries 
were not included in the weekly statements. The correction has now been made 1n the totals. 

\ t 
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TO 

TREASURY DEPARTMENT 

INTEIII OI'J'ICE C01o04UNICATION 

Secretary Korgenthau 

Kr . ltamarck 

Subject 1 Japanese Pilot Supply 

(This memorandum ia baaed on conferences with Colonel 
Dusenberry, Japanese section ot Military I ntell i gence and 
Vajor Moore , Japanese section or Air Intelligence end 
material secured from: t he U.s. War Department•e'•Handbook 
on Jepaneee Kllitar y Forces• ; U.s. General Start study 
•survey ot the Far East • ; t he British air maga~lnea, •The 
Aeroplene• end "Flight "; Max Werner's "Mil i tary Stren2 th 
or the Powers•; end articles by Lucien Zacherort in -
1 Av1at1on• . ) 

Conclueion 

It i s generally agreed that the Japanese supply or 
pHot o ie large enough to man their 11mi.ted output ot eir­
planeo. The bot tleneck in the Japeneee air terce is in the 
smell product i on ot raw materials uPed i n bui lding pl anes . 

1 . The Jepanese are believed to have had around 10,000 
oilote on December 7 , 19~1. Treining or oilots has r ecently 
been speeded up trom 1,000 to over 3,000 a year. The loeaea 
or pllote in the wa.r to dat e have been leu than the number 
or new pilots trained. The Japanese Alr Force, therefore, 
haa more pilots now than at the beginning or the war. 

2. In order to e~pand the program, the training period 
hae been curtailed from elmost t wo yeera to lees than a 
year. As a reault, the rew pilots are not aa good as the 
esrlier- t rained oilote. A similar deterioration in quality 
hse resulted in the American Air Force tor t he same reason. 

J. The Japanese differentiate between their earlier 
snd lat er-trained pilots. The Japanese pilots are separated 
into t wo claaaea, Division I and Divi sion I I. The Division 
I pilota number 1,500 and are the Japanese orack pilote. 
EPch of these men usuall y bee had tour yeere ct combat 
e~per1ence in Ohlna and d.leplaye high combat abil i ty. 
Divieion II pilots a re ueed tor t he lese vitall7 important 
mlaeione and do not comp,re in ability with t he Divis ion I 
men. 
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4. The Jap~eae should not have any dirtioultiea in 
manning t heir limited output ot airplanes. According to a 
u.s. Censu s atudy, both Germany and Japsn h~ve 11,000,000 
mal es in the age-group, 18 - 35, while the Germans have had 
to provide pilots tor an air arm triple the alta ot the 
Jap~neee air roroe . There i s no reason to believe that 
t he proportion ot Japanese who can malta good pilots 1s much 
l ower than that or any other race. From combat experience, 
our oilote agree that the Japanese have earned respect as 
vood righters. 

5· The Japanese have shown good starr-work ln their 
campa1gne. It ia not likely that they would produce more 
pl anes then they would produce pilots to tly them. This la 
eaoecially true alnce the Japanese a irplane production is so 
ems ll in relation to popu.l!t tion. 

307 

6. Ir the Jaoaneae were confined to Japan, the necessar y 
encroachment by airrielda on the emsll amount or arable land 
• v• 11Rble m111ht result in a llmitPtion on t he s i ze or the 
•1r roroe. However, with the free use or the broad level 
ol•ina or Manchuri a t or tralnin~ eohoole, it is not l ikely 
that l i mitations or aoaoe would-consti t ute a bottleneck. 

Regraded Unclassified



( 

Dear tr. •• 11 

.. , • ._ lo _.. t o 7 0 111' l etter fit 
Aprl1 2], 1"' •oloollla tetec- ,_ 
DP. R, [1, 1-.r ..... Altl'\1 :/2, 19~2. 

l .,,Net ... F"l' t-.u.. ... '-1' • 
•• 1 ...... ,. - ... ~Ut~ ... he * , •• 
ta ,.._tUlle ot ta.t '" ..... ,_ ... 

lla .. ro11 , .... • 

llt.,.et ) 1. lorUU~oo&•-.IJI:J ...... .., w ... ..-J'ft • ..,. • 

... ~. v. ~. 
MUlot• t• r-• Atru..., .... u. el ~. 
c.iMM 52 lila' .............. l 

••.0(• 'I I 
Return to Seey' e otN.ee 

• 
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c 0 P1' 

!o1 Mr . LlY••• 1\a\e llep.rtll•\ 

l'ro111 Mr. II, D. lihUe , orn&811J7 DepaJ'tMJlt 

VUl :rou plM•• ••114 tho tollold. D« cabh to lluol4 

Gla""er b. ~to. ~1'1 

J'IUDWI1 I !ILUUD !0 POliL1 0 I laf -'!HIIIl! 01! 11.1.1' JlHiii'fll 

IS BilliG DnRIWI oro Till OJIIIIW. OOUII8J:L 1 S ODlt:J:. 

, .. ,... 1111\, " llllV 

5/'4{142 
COPt IUP-5/'4/'42 

' 
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TELEGRAld SE!IT 

l'l.lV 
This tElEgrrun utUst bE 
pnrnphrnsEd b EforE bEing 
communicntEd to nnyon£ 
othEr thM n Gov£rnmmtnl 
Q8EnCY o (BR) 

AHEMBASSY, 

QUITO (ECUADOR) 

293 

FOR GLASSER FROU mUTE . 

313 

Mny 4 , 1942 

2 p.m. 

QUOTE. Your rEturn by plnn£ Mo.y 19th is sntis­

fo.otory FriEdmo.n •a tro.nat'Er to Public 63 on liay 15th 

is b£1ng rEfErrEd to thE G£n£ral CounsEl l & officE. 

FD:FL:BllcB 

HULL 
(FL) 
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Y*P*~Nb~m, D.o, 

'·'· ,. 

»-ar l>lein&. 

I ~i I vo..U MM 70'IL a -1&1 

eow of w -l'all4aa BU 156llofll2, -1..ac tb&i \ho 

Wl'li&r t ... Oopub•p'IL oa llel'eb Ui\h, 1942 4oo1no io 

o\ari -q a cUi oorrioo with O..oalu4, !lao loUer vao 

(lp. ) B, W, .kboor'IL 

llr. lrult Dioirl&, 
v ••• ln..-z7 ~i, 
1'-MlU..Uoa otttoo, ao .. 279, 
~~. D.c. 

I 
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Wnwr• willh w u.w .U....1-•' a\\111\toa w \1!.11r 
Gift lll"t'illl 0~1'1 tor cUh al'l DOW d.lal\ wi\11 IUlUhlq 
liT poet 8114 - bl 1111t liT 1llld.ln to m t1r1, a114 n 11 
ltl'lWI'e' Upl \hat U will bl poellbll w 4o We wi\11 Gre•,.. 
~ ,.,.. ....... - bl -- tel~oallT • 

.t. llet ot lta4AM Gltt• llb1c an alw.,. &Yallalll• 
11 ci- .. teUOWI - nown, Clleoo1aw, hrf-, IU<nr 
lpoo1111 Qdlla, Jvl, Dl'lllll1 ~ 0oolr1111tWII&UI, llardwan, 
WJ.o ..,_.,.., 1-lllr,, llllllriUu, •••• 

Wriwn all< .U....1- to 1ir...Ute \hie illtol'II&Uoa 
8114 tbq will .. blton, - tbat enr, ord.lr 11 aetietaotolril.T 
Oal'l'ilcl. out, 

"-tMMcl. allo 11'1 elailar l1Uer1 troa wrlten, 

!o 1. 
a. 

J:olollible\7ftr B, D111 llolllr, 
I ( ..... -...... OfteeleM, 

(Melt """"' ... l-blllaft, 
Qn l••, 

I I.J..~ 
Jaltu+e*b, OrMD.l..ul. 

I !.I. Be4•e•e 
locl.\llull, Gnllllall4, 

!elecratbll\7rlr lolle. 11111111. 
1 ~.... Grellllaacl.. 

low•- n IVPI&H t~oat mwn an aotilll ae ace••• tor 
- otllll' ftm, 

•• 

• 

-
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Stcrttnry ot StntE , 

Wnahi ngton. 

2363, Pourth. 

rU,IN 

Lon <Son 

Do.ttd Mny 4, 1~42 

Rto 1d 5 :14 p .m. 

Dtpt>rtmtnt 1 s 1468, /,pril 8 , 12 m1dnir,ht o.nd sub• 

StQUtnt . 

316 

/~triellD bo.nkErs htrt indiontt that thty havt En• 

oounttrtd considErablE dE1o.y in tht rtplo.cEml nt of 

individua l chEcks drawn on thE TrEasurEr ot thE UnitEd 

Statts and cashEd locall y as a oommtrcinl transaction 

which havE bEEn lost a t sEa dut to Entmy action. Tllty 

1nquirt i f it would bt possiblt to clEar such chEcks 

throU(Sh thE Embassy in som£wha t t t. &NilE mnnnE r o.s SEt 

rorth in point two of thE Trtaaury ' a a~Eattd procEdurE 

tor chEcks nEgotic.tEd by d isbursins offictrs r.c ting in 

thtir off'i c i o.l capacity rxotpt tha t tht tEltgram to 

Trt o.sury and paymtnt t o npproprio.tt bnnka in the Unittd 

Statts would not bE appl1cc.b1t . If Dtpartmtnt and 

Trtasury so dEsirE , Embassy coul d tstnblish a proctdurt 

tor accEptinG such ab£aks and tranamitt1ns thtm undtr 

atpo.ra tt d Espntch. 

WIN/JIT 

CSB 
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Secretary or St ate, 

Washington. 

GRAY 

Bombay 

Dnted May 4, 1942 

Rec 1d 8:62 a.m. 

309, May 4, 1 p.m. 

Department's 68, to Calcutta. 

Total amount or United States h i e' h r Tr•••W"l' 

oheolts cashed by National City BMlt or New York 

a t Bombay and delivered to this Consulate ls 

t l , lll. 70. 

INFORM TREASURY. 

DONOVAN 

RR 
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........ .......... 
... .. '·Ill& 
llu,_--. ........ , ............. , ,_. a 

........ 
... ... ..... a,.u .... ' .... 
la~llllattxs _ _.. s 57 r 'Se .,.., o 

----11-ltrtrt ?lr ................ IIB e. ,_ 
.-wx Ue?U 'lltr._llll,_.,.... .... a.. 
... 2 IM S iiW ....... a0 I. I. WI • aP 1 11 N .... 

1111 ..... 7 ....... ,£ .......... -· •.• 
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Iu repJ.T "for •o 
J'D 

• 

!he S.o,...,aey of State proNah h h co...,l1aoll\a to 

~ BoDt>ral>la ~ Saer&tar)' of tho fHaiOU')' &114 tr..,._ 

81h herewith ~ .... of telae ... • J:o, 137, 4ata4 

llq 3, 1942, froa tha Joaer1c.n Lep\lon , Tehru, Iru, 

eoaearnlac BrU1ah purah&Ma of Ir&lll&ll r1.alo, 

~l•craa lio, 1~ froa fahr&ll W>Ur 4ate of .April 

29 ..a •r&llla1tte4 to tho Seorotaey of tho Treaoury iu 

th1o Dopan .. nt•o letter of .April 30, 1942. 

lael0-1 

hoa Lept1oa, 'lehran. 
•• 137. llq 3, 1942. 

• 
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IIOIIa .AMrlou LepUoa, !eru, Iraa, 

DAna llq ), l!j42, DOOD, 

IO.a 1:37 

!be followtac lo "" IU'&eat -••ace. 
!'ha laptloD nfera to Uo to1ocr .. Jo, 127, DOoD, UD4er 

data of the 29th of ~rn, 

.AD l .aton.J. ud taataUft ~ .. oat bao been readied b7 
tba Iraelaa 0oftrDMat ud tba Brlthb Leptlon actl~~& Wider 
l»tnu:Uou, !'h.h acree .. nt proddu tbat tbo Ir&lllus vU1 
~U~"UM• tho o~17 of r1alo 10blcb vU1 be houd agalllOt 
boldlaco of oter1lJIC, It abo proY14oo tbat tho Brltlob vlll 
ooa ... rt Iraelu otn'llac 1Dto p1d t o ... , Iranlo.a l11p0rb 
papb1o 1D dollaro, !'he BrUlob an aloo to eoaftrt into 
cold :35. ot tile naa1Dlac oterllac hol41aco ot Iran, 'l'ho 
rate ot eJ:olto.Dfll 1o to be fixed at 128 r1alo per poW14 and 
)2 rlalo per dollar, 

!'he p1o.a vu a;ppron4 l aot D1cb t b7 tho Ir&lll&ll CoueU 
of lllahtore, !be CoW>o11, hovonr, !tao roquote4 a1 to ration 
ot tba rata ot excbo.ap to 1211 to tba poWIII ohrUac. !be 
foreco1ac llu beaa talacrapbed to LoDdon b7 tho BrlUob 
LecaUoa >lh1ob h DOV -u1ac t1aal 1111truet1oao troa Loftdoa. 
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07i£L !lo. US 

COPY 110. 

BRITISH UOSI' S&CRI.T 

(U.S. SII:AET) 

Woi'Mt.loo ncohod up to 7 A .• • , 4 a~q, 194,2:. 

13 321 

24t.h Aprll - One ot H.M. sublzlrinee hit a 4,000 ton merehant chip 1n 

the GU~F OF 0£HOA and conaldera the ship wunk. 

2. U!LltARX 

.11\!MA• CHDDWIN FRONT - MONIIVA wu roport.od oloar or J apanOf!!! at 

:..J00/2 b!t. tlsht.tn.g wltb robell cotltinuod 11"1 the town. Japanooe were movins: up thn 

,.,.ver in 110\.0r boata tow1na ruts . Part of our fOJ"Ctl IIOV1n£ back by mlcbanie&l 

~ntport t.owarda KJJ.ll1A had reached K.All1I.1A oarly on t.ho )rd bl.&t the at.ate or the 

.~td ...So propoooo (lf"'Up aaltt.od). 

MAHDAJ..Ar Sector - Cblnese •ln body roportAd 1n 1.be area E'rl..£f -

~ A":HA. with f"M.rprcla on Min road and ra!l..-a,y ten .Uea !Aat Jlorth Eat\. ot MAJIEW..AJ. 

J AIR OPEHAIIQNS 

WESTt:RN P'flONT. 2nd/Jrd , 2)8 le& alntl qro IUCCUif\1l.ly laid. A 

·a rgo vonol of"t ULfZtn:O i s believed to M.ve boen aet. on C'1H . A emall vessel orr 

3R£ST ie boUovK e\U\'k o.nct two o thors damaged. 25 R.(l.A.P. and 9 !l. Z. ai.i"Craft 

opo~4t~ without loaa . 

)rd, 6 Boston a.nd. 8 H\u'rleano boa'bura IUOCtiJIMl)' tt.tacked DUMKU!X 

Joe'lcs &nd A&BEVlLLE &tf'Od.roeo. About. 420 fighters provldtd oacort.a tncl earriod out. 

oftenalv• l wtH:Ipe. L en011 •ircrd't. were dellti"'J'ed,, ) probably dut.royo4 and S 

duaged. •• loet. two Splt.tlres aruS t.hreO Hurrteano boebora, 1 pUot. Ml'e. 

)rd/4tb. 12J alrcn.t't. • are sent. out - lt.AIIIImC 81, otf erutl ve pat.rolo 

2:2 . Fhe &N a1aa1.ft& and one la dam 1n tbe ella. About )0 oo._, alrcratt. attacked 

'XETER. 6 ba.btN includiq bo oYir FRANC£ woH ahot. down and wo ot.hc.ra probably 

J oat.royt<l. 

JWoiA. Betnon 1)15/2 ond UJO/), 21 olror&ft ottecko<l. Qno Mo 109 

u deotroyod and two other s damaged. 

M£DIIERRANEAN· 2nd/)rd.. A dl-roct hit. wae u d., on a ~,000 t.o.n merch • 

::. .. 1 on~r1n.c PANTELLAJUA harboUr and ncsr a1eaea probebl¥ d.nugo4 1 destroyer. l' 

J thought t.Mt. a 6,000 t.on aerchGnt •usel •u hit b)' t.o~o orr LAK?IONE. 

pE SECURJD 

)rcl/,t.h. EIU."fm - About. 60 b1i)l explool¥0 -bo buldoo lnctm41arl 

... _, ro d.roppect. Serioua fires "" etarwd at. a nuabor or placoo lnclud.ln&: Lbe Scu.L'I~· • 

p ... u._, Centr&l St.atlcm, the A.R.P. Control Centre, t.M GPO and Telephone~ 

• l.! the City KoepU.&l. 'l'he Southern. Ra.ll..ny ta w.po·rarll1 bloc.ked b"J a luge cn.ur. 

and t.ht cr .. t. lftlt4rD Railway J::v debris. 
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UNITID !STATD 00VmNMIHT 

COORDINATOR OF INFORMATION 

.... ,. 4, 1942 

The Honorable 
The Secretar 7 of the Treaaur7 
Washington, D, c. 
Dear Henryl 

Attached is the week!¥ Political 

War fare Executive French Directive. 

Sincerel7, 

WilHam J. ~ 
Attachllent 

• 
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Problua: 

a. Laval is conooU4at1nc bJ.a poa1t1on. fte 1n1t1al 

occaai on.-1 b:r bJ.s appointaent baa not 0 a,. .. 4 a laottnc 

uoncat t he 1'Unch. 

b. Laval is continllinc tho puree or tbe pre!octa and 

acl.lliniatrat1Te o!!1cials .. part or hie plan to ins..ro 

aoc..rit:r be!or e makinc a r..rthor aove. May be soon 

to Hortb Af r i can territories. 
~ 

o. As Laval is anxious to presor.o cood relations with 

Sto too, he aa:r swallow bJ.a pride t o Clllrd against 

4. LaTOl is preparinc a le!t wine appaal to peasants 

workers b7 p..ttinc lwuelt rorward u a • aocial1stw, road:r ~ 

in the !lew "'rder. Doriot aDd Doat a r e bacl<inc tbJ.a 

!aako: 

a. Show the French people that the 11ltimate reslllt 

game will be the lo&s or their richta , treed .. , 

114IOI1rl ty aa slaves of the Oerlll&n Reich. Laval 's traditional 

ooust be shown up aa short- eichted opport11nisa. 

or •le Kalin Laval• aholll4 bo broken. 

b. Potoin's eqllivocal position 81la t be !creed to a 

!ho French people .,.at realize that traitors to Franco 

Petain ae a eo"Yer. Build up a •aiae •n deaeure• of 

in. !'Ito Petoin OlYth shollld be brolton. 

a. Tho lett wing appeal •uat be counteracted b:r 

propacanda. !he •socialiot Hew Order ot EUrope• shollld 

cl. Listeners shollld be convino.-1 that th17 camot 

011tai4e tho war. Co11nteract peace dr eams ancl war 

•• Drive holle tho tact thlt Prance is still in the 

General Giraud ohollld not bo •entionod. 
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UNnm STATU GoYIRNtaHT 
COORDINATOR OF INI"'RMATION 

May 4, 1942. 

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

Dear Henry : 

The attached is from the British Political 

Warfare Executive Weekly German Directive. 

Sincerely, 

William J. 
t>W Donovan. 

• 
• 
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Manpower crisis: 

a. Show t hat the background of t.he conflict l eading 

up to the Reichstag speech was war weariness and manpower 

shortage. 

b. Emphasize thut Hitler, against the advice of the 

home front experts, has backed S.l.S. and Parteiapparat who 

have assured him that they can achieve a production increase 

by another turn of the screw. Show that Bormann and Himler ' s 

efforts will have opposite effect. 

c. Stress the contrast between t.he principles of . 
•Cangsterstaat• and 1Rechtsstaat•. Stress that CleO who have• 

no respect for l aw in international affairs show t.he same 

characteristics at home. 

d. Using the example of Norway and other occupied 

countries, show that it is possible for an unarmed civilian 

population to resist successfully. 

e. Appeal directly to the four million prisoners and 

foreign workers in Cermany. 

RAF offensive: 

a. React in a light-hearted aanner to the Ceroan 

"Baedeker raids•. There should be no moralizing about van­

dalism. Taunt them for ineffectiveness. 

b. Emphasize that the guilt for terror bombing is 

Hitler ' s. 

Western nerve war. Keep going the theme of Laval and 

Rundstedt-Politik where there is no panzer. Avoid using mere 

isolated stories of resistance. They should either be used 

as illustrations of effective unarmed resistance or should 

be strategically linked to U. western front. 
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