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SECRET 
1. Priaar7 propaganda th-• tYrr!i'a"e~;­

A. Bo•laDd .oat be worthy of front, ®a.~ltt:Mif&::-"_r 
ducing napona bearing burdena. Be 110re polite. 1118-

nificent Geraan woaen can work harder. Fan~er can 

d'eliver more. Anti-inflation drive growing. B. Mega-

' tive: Ban on forecasts of general offensive or of expected 

results this S\lllller. C. Ierch victory exploited sur­

prisingly little. Only two commentators (Fritz Theil, 

llay 16 and a colonel, Chief of Staff of ~ Corps, 

ll&y 18) allowed forecast cautiously: Theil •capture 

I erch ••• prelude greater events•. But same day Theil 

took precautions, referring British •coait.ment policy• 

saying •Listeners familiar Churchill ' s method asserting 

Germany has certain aims, which of course in fact abe 

bas not, eo that he can construe German success into 

failure.• 

2. Dana down in bandling t reataaent given 

Ruasiana, front reports included German pilots telling 

how they tried kill Russian pilot parachuting earthwards. 

J. Front report llaY 13, tilled by DIIB, 

after circulation and broadcast, referred •Bolsbevilt 

resistance flares grimly, serious situation Iercb•. 

Apparently Iercb offensive meant be shown as lig)ltning 

advance against weak opposition. 
4. Main line internal party propaganda appears 

based on Gauleiter Wagner speech Heidelberg aeeting 

political leaders 11ey 10: •Brave soldiers assured part y 

baclta thea, will prevent political forces spoiling 

wbat &rll)' achieved. le 8118t be bard with ourselves, 

others. I t political leaders IIWit set good exaaple. 
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1. Priur1 propa&auda th-• 
A. 

ducing weapona bearing burdeJUI. Be 110re polite. 11&&­

nificent C.run WOMn can work harder. fanaer can 

deliver more. Anti-inflation drive growing. B. Nega­

tive: Ban on forecast s of general offensive or of expected 

results this summer. C. Ierob victory exploited sur­

prisingly little. Only two comaentators (Fritz Theil, 

llay 16 and a colonel, Chief of Staff of ~ Corps, 

May 18) allowed foNcast cautiously: Theil •capture 

Iercb ••• prelude greater eventa•. But sue day Tbeil 

took precautions, referring British •coaadtaent policy• 

saying 'Listeners familiar Churchill' s Mtbod asserting 

Germany baa certain aims, which of course in fact abe 

baa not, eo that he can construe German success into 

failure. • 

2. Bans down in handling treatalent given 

Ruasiana, front Nports included German pilots telling 

bow they tried kill Russian pilot parachuting earthwards. 

). Front report llay lJ, killed by ltiB, 

alter circulation and broadcast, referred •Bolshevik 

resistance flares grialy, serious situation Iercb' . 

Apparently Iercb offensive meant be shown as lightning 

advance against weak opposition. 

4. llain line internal party propaganda appears 

based on Gauleiter Wagner speech Heidelberg Meting 

political leaders llaY 10: •Brave soldiers assured party 

backa thu, will prevent political forces spoiling 

what an.y achieved. le ..at be bard with ouraelna, 

othera. It political leaders ..at set good exuple. 
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Jation alw_,s destroyed solely throucb leader• weak­

nus. l e sat endure reatrictiona daily lite•. 

s. Prop4gaoda lli.Diat.ey retraina claiaiD& 

credit for lull liAF attacks, DO llention Gel'll&ll retalia­

tion as cause therefore, gives publicity Geraan quali­

tative rather than quantitative air supremacy iD West. 

Airpl ane FW 190 given most publicity linked with 

"" increase publicity German scientific r~aearch. 

6. Probably important significant policy 

change indicated wben Deutechlandsender ltay 16 reported 

Roosevelt ' s Lend-Lease delivery atateaent ($600,770,000 

in April, grand total ) . 8 ailliard dollars llar<:h 1941 

to April 1942). That this no accident seen in Das 

Reich Yay 10 article discussing •record United States 

budget--present United States expenditure twice that 

of British. Before end 1942 United States would be 

spending three times daily as last war•. Note: Sug­

gested explanation is that these facts show we already 

making vast efforts with apparently little result; 

also they might reaove fear AJoerican vast resources not 

yet throm into war scales. 

7. In addition number 6, hoM propaganda 

may be undertaking attack directly U.S. production 

capacity. Das Reich Yay 10 two page artiole •Land 

Der Bergrenzte~ Yoglichkeiten• and additional article 

saae issue subtitled •oas Ende Aaerikanischer Lebensart•. 

It ia expected further use will be aade American ration­

ing, raw uterial shortages. 

8. Jo concealJoent .&Mrican deliveries to 

One Mthod of dealing with far-flung .&Mrican 
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aotivitiea, BBZ article ~ 16, •u.s. aqu.droa forced 

operate au U.O.•'"' kUaaatera tro. baM•. 

9. Illteuin att.acta aa .a.riO&Il ~tare 

&lid upoaure1 .. at illterul poaitiOD probabq ca11Hd 

by retarn 605 Gel"MMII fl'ft u.s. 

10. lew high poillt reached identificatiOD 

AJMrica with Jen. Great atreaa 011 Roosevelt's war 

guilt. 111d all-perYadin& Jewishllesa of AMrica. PIE 

explailla b:y fact 111111 GeMlll/1 unable llllderat&lld why 

Bitler declared war oa U.S. One object tbia lille ia 

to ahow Bitler bad no choice. 

ll. App&rellt standard directive hOM propa­

ganda to ahaw Olll;y allied successes are gailled at each 

otbera upanae: AMrica takes Bri tisb colooies, lortb 

Irelllld; Ellgl&lld grabs llada&aacar; Ruaaia takes Britain's 

middle eastern spheres. 

12. Important: Gerlll&ll home propag&llda said 

practically notbin& about llartillique; mentions Fr111ce 

slightly, non-coaaittal. 

13. Interestin& note: "Europa ill Battle• 

redio reports 7:15 AI gave features ill tbia order: 

Slon.ka figbtin.g on Russi111 front& lla,y 14; Rulllllilll& 

figbtin& tbere 11&1 15; Fillna, on llay 16. ItalilllB got 

fourth place 11a;y 18 followed by Croats on 19. 

14. Incidental intelligence: Die Wocbe, 

not warned about lladagascar, published illustrated 

feature showing Ial&lld's resources, value to Japanese, 

jpril 29. 

15. '!'he word •n..olr:ratie• allowed be used 
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iJ1 proper sense by Professor Lacroix in speech April 

21 at Rafolfzell in lintervortraf of Volksbildungswerk. 

Following line recently revived by Goebbels in Das 

Reich, Lacroix said "ERST HITLER HAT DIE ERSTE UHD 

EINZIGE DEIIOIRATIE DER WELT GESCHAFFEN, DIE AUS DEN 

VOILE SCiiiCECHT'NG GEFORIIT IST". Ter11 still used as 

abuse but seeiiB likely cbariiB totalitarianism no longer 

great enough perait total scorn for whole concept 

Democracy. 

16. Anniversary Hess ' s fligbt unmentioned. 

17. Berlin Victor: B. May 1, lead story 

titles "DIE NIEDERTRACHTIGSTE LUFE DIESES KRIEGES" deals 

with alleged Boston broadcast quoting Rosenberg "Poorest 

part population most bit air raids, is no particular 

value to State•. This exposed, discredited, as "Dirty 

trick and favorite artifice• of American propaganda. 

Note--this famous quotation, says PIE, comes in article 

by Major Suchsland in review probably sponsored by 

Rosenberg in 1936. 
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OOP! NO. l3 

;BJ\J'llBH MOST SBCIIBT 

cu • a. BBaR!'l > 

. 204 

Information received up to ? .l,K. , 23rd May, 1942. 

1 . ~ 
Barents Sea. It ill repor ted that on the 14th 

a Russian Su'llalal'ine sank a Destroyer and that Russian 

Aircraft damaged another which 1s bolieved to have sunk 

later, On 16th Russian Naval Airoratt are said to have 

sunk a third Destroyer. 

2, MILITARY 
~. Chinese Front, The Chinese force in 

Northern Burma is withdrawing towards China through the 

hills of North or Myitlcyina. On Burma Road Front~ No 

change , Around Kengtung , the Chinese withdrawal into 

Yunnan continues under enemY pressure . Japanese occupa­

tion of Fort Herz is not confirmed, 

3, AIR OPE5ATIONS Western Front, 22/2)rd, 

2? Bombers were sent to st. Nazaire and 18 others soa 

mining all returned safely, Heavy cloud hampered op~ra­

tions at St. Nazaire but the soa mining was carried out . 

succoasf'ul.ly, 
H&J.r:tt.. On morning of 22nd. 20 JAessorschmidts 109

1 
s 

crossed the coast and 4 of them attacked Hal Far. ODO was 

shot dawn by Spitfires. 
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COPY NO , J1_ 
BRITISH MOST SECRET 

(U. S, SECRET) 

Information received up to seven A,H, 1 24th 

Nothing or impor tance to report , 

2, ~am oPBMTioNs 
WESTERN FRON:r, 23rd, Eleven .squadrons of 

Spitfires carri ed out a $Weep over Northern France, one 

enemy fighter was destroyed and fivo wer e damaged, TWo 

Spitfires are missing , Eight enemy aircraft flew over 

this country, one Heinkel bomber was destroyed, 
' HaW· Be'C'Ween five twenty P.M. 22nd and 

two fi fteen P,M, 23rd seven bombers and f orty-eight fight ers 

flew over the Island, tour aircraft were destroyed and six 

damaged, Two Spitfires were damaged, 

u nyu 21st and 22nd , A total of 35 of our 

bombers and $0 Kittyhawk fighter s , some carr ying bombs, 

successfully attacked camps at EL TMIMI and land~ng grounds 

at MARTUBA, On 22nd our fighters enga~ed twent y liE 1091 s 

destroying one and pr obably destroying another, W~ los t 

3 Kittybawks, 

CRETJ. · Kight 19th/29th, Bight Wellingtons , 

one of which is missing, bombed HERAitLI Olf aerodr ome • 
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!lay 25, 1942 
9:05 a. .m. 

TAX Pltoo!W& VERSUS WAR BONDS 

Present : Mr . Graves 
l!r. Sullivan 
llr. Bell 
Yr. Ha.aa 
Yr.Pa.ul 
Yr. Blough 
Jlr . Kuhn 
J.!r . T&r lea.u 
J.!rs . Klotr; 
J.!r . White 

H:J.!:JR: Have you got that table for me? Could I 
see iti because I see that Mr . Bryant of the Wall Street 
Journa. has a table, too. {Mr. Blou~l handed chart to 
the Secretary) If you deduct your income tax and your 
War Bonds and you.r pay-roll tax - you don ' t do both, do 
you? Isn!t he wrong? 

JJR. BLOUGH: He is wrong on his pay- roll thing. 

H.M. JR: I mean, you can' t do bot h. 

UR. BLOUGH: Yes. 
H.M. JR: But pay-roll tax - you get a. credit against 

your income tax? 

'MR. BLOUGH: No, they are sepa.rate and dist inct. 
' 

H.U. JR: I mean, you pay ten percent and-­

YR. BLOUGH : That is t hree percent. 

ll.ll. JR: Three? 
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MR. BLOUGH: Three times sixteen is fort,r-eight . 

H.M. JR: Is that his social security? 

MR. BLOUGH: As a matter of fact , it is only one 
!J~rcent, it is only sixteen dolhrs. That is all ·~hat ia 
really taken out. 

H. ld. JR: Is that wrong then? 

UR. BLOUGH : I haven't read the article, so I don 't 
know. He me.y be includin" some increases which have been 
recommended. He is inclu~ng the Administration recom­
mendations to t riple social security pay-roll taxes. 

(Mr . Blough referring to tableJ 

This does not take that into account . Single person, 
no dependents - annual wage of these various levels, reduced 
to weekly wage by dividing by fifty. Social securit,r deduc­
tion at the present t ime is one percent, so that is twenty­
four cents . This is the l evel. 1be income tax withheld at 
its source would be ten percent on all amounts over eleven 
dollars for this fellow; that would be one dollar and 
thirty cents; the two combined, •one dollar and fifty-four 
cents, and ten percent of wages as a Savings Bond quota 
would be two dollars and forty cents. Total deduction 
for taxes and bonds, three ninety-four, and then down here 
you have it in terms of percents of the income effective 
rates. That , then, is married, and this is single, no 
dependents; the next sheet i s married and no dependents, 
and then there is a third sheet, married and two dependents. 

I! .H. JR: I will work with this . 

MR. BLOUGH: I have some copies if you wish th~. 

ll. lo!. JR: What the purpose of thle is, I talked with 
Bell and Graves, and Ur. Graves told me over the telephone 
Saturday that wi th the recommendation of the Treasury for 
withhollling tax our War Bond program would be a failure . 
In view of the seriousness of that statement, I thought 

Regraded Unclassified



208 . 

- 3 -

we had better get together bright and early, and in 
preparation for that I asked to have these things pre­
pared as to how much the various items would take. 

The President did the same thing twice on me . He 
did it Friday morning when I was with him alone , taking a 
two- thousand-dollar family, and then he did the same thing 
in Cabinet. He thought the thing was that we were hitting 
that group too hard. He did it t~Vice in the same day, and 
the only result. of that was that Jesse Jones brought up 
the quest i on of giving a credit to people in debt, and 
that seemed - to those who wanted to pay off their debt, 
and that seemed to strike a sympathetic chord all around. 

MR. SULIJVAN: That was at Cabinet? I got it Saturday. 

H. I.! . JR: Friday afternoon. 

J,m. 9JU.IVAJI: Knox and Tydings, they crawled all over 
me, and I didn't know that you had taken the posi tion--

H.1!. JR: Well, I didn ' t take any position, because I 
have got somebody representing me on the Hi l l . I don't 
take a position until I talk t o them about it. Otherwise, 
we couldn ' t get very fa.r; but I see that Walter George 
spoke about that - I think it was on the debt thing. I 
think he came out Thursday. 

\'/ell , wha t 1 would like to do would be if you (~ul) 
would take the positive position on this pay-roll th1n~, 
and then let llarol d ar gue with you - I mean, I would like 
to list en, and I promi se to chime in occasionally. 

MR. PAUL : Well, of course, on the item of - I don't 
know whether you want to consider t he practical end of it 
fir st before you make the arguments - on the practical 
end, they are going to vote on it this morning. 

H. !.I . JR: I see . 

MR. PAUL: Our three principal arguments for collec­
t ion at the source have been that wi th such a large number 
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of taxpayers, twenty- eight million, low incomes, subject 
to tax, it is a great convenience to the taxpayer to have 
it collected at the source; second, that it has a very 
great control effect on inflat ion to make advance col lec­
tions; and third, that you collect more money that~ · 
You collect more money in that you collect at the source, 
and therefore get some money. from a lot of people who 
otherwise would never pay any tax, and you couldn't admin­
ister the tax and get those payments. Well, so far as 
thi s problem is concerned of t ying into the voluntary 
savings program, it seems to me there is a lot of mis­
apprehension. I talked with Admiral-what is his name? 

I.!R. GRAVES: Conard. 

UR. PAUL: At first he thought we were trying to 
withhold at the rate of ten percent. We are not, because 
we give an exemption, we withhold on a net basis, and 
the withholding actually comes to about five, five to six 
percent. So that there it seems to me a matter of educa­
tion, and it doesn't seem to me that f i f teen percent, 
aside from social security withholding at this time, with 
rationing going in, is going t o be more t han the public 
can stand. 

At any rate, so far as collection at t he source is 
concerned, it does seem to us that practically the future 
of the income tax is wrapped up in that device in the 
sense t hat if you don't - as soon as you get from a r ich 
man' s tax to a general poor man's, or everybody's tax, 
you have go• to have it. The tax simply won't work out . 
Now, I think - another thina to be borne in mind is that 
thi s won ' t go into effec t until about the first of the year , 
because t he Bureau - the attitude of which toward it can 
only be described as extremelY apathetic - won ' t get into 
operation before the lst of [anuary, the way things look now. 

!i. L!. JR1 Well, I just am making - for the record, the 
thing that always bothers me every de.sr is that I make so 

many decisions, and luck has been with me. I don' t think 
I made too many mistakes, but this thing, what happened 
was - I mean, just to review the record, I told Graves -
we originally proposed--
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(Mr . White ent ered the conference . ) 

H.M. JR: Harry, we are talking. about the pros and 
cons of the wit hholding tax. The original proposal was 
that we would ask for a one to t en percent discretionary 
tax, discretion rest ing wit h the President and with the 
Secretary of the Treasury, Then Paul came to me and said 
that he thought that t he fight would center on giving 
the President and ~self discretionary power rather than 
a wi thholding tax, that he recommended that we go for the 
ten per cent and forget the discretion. Is that right? 

MR. PAUL: That is right . In addition to that, what 
I said to you then - I think there is the additional 
reason that you said in your message of ~rch 3 something 
to the effect that since we do not know what the infla­
tionary pict ure is, as you didn't know Uarch 3 - you 
certainly know now t hat it is a very dangerous picture, 
and if you had the di scretion, assuming Congress would 
grant it - and they wouldn' t without a long fight - if 
you had it, you would be on the spot to make the ten 
percent , so I think that t he difference is highly academic. 

H. M. JR: Well, to fini sh my thought, where I made a 
mistake , and where I blame ~self , is when I said, "All 
right , ~ to ten, " and I didn ' t give everybo~ a chance 
to get lD on the discussion. I gave you a hor seback 
opinion. 7/hat bothers mf now is this whole queition of 
the timing. Now, I didn t know that you couldn t put 
this in until t he 1st of January. It is the first I 
had heard that. The last time we talked about it, it was 
July 1. 

MR. PAUL: It is going to take the Bureau thr~e 
1 

months to get the pl an in operation. If the bill 1sn t 
passed until September 1st, it won ' t go into effect until 
December-- · 

MR. SULLIVAN: No, I don't think that is so. 

J.IR . PAUL: That i s what llelvering said. 

J.IR. SUWYAN: I k:D.ow it will take three months, but 
as soon as the House votes on ~a thing, and we have an 
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idea of the rough out line on it, we can then start, 

MR. PAUL: But, you can' t hire any people until it 
is in the final bill, You have got to hire ten thousand 
people, according to the Bureau, 

J.IR . SULLIVAN: Eighcy-five hundred, 

~. PAUL: They have put it up since then. You 
can't hire any of those people . You can plan it, you are 
quite right. 

J.!R . SUU.IVAN: I think, l.fr. Secretary, there are two 
possible ways out of this, One is reducing the rate, which 
I ~ould be loathe to do, I agree entirely with everything 
Randolph has said about withholding tax, except I don't 
feel that the future of the income tax rest s solely on the 
adoption of withholding. But I feel this way, sir, that 
you oan reduce the rate from ten percent to five percent, 
which I would be loathe to do , or you can announce--

(Mr. Tarleau entered the conference.) 

l.IR. 9Jil.IVAtf: I think if it were announced today or 
tomorrow that it is contemplated that there will go into 
effect, say, November 1st , and perhaps Vll'itten into the 
bill that it will take effect November 1st, that brings 
the date when this first goes into operation-- · 

H. J.I. JR: \'lhat date did you say? 

!oat. SJU.IVAN: November lat. 

H. U. JR: And you are known around this Treasury 
particularly for what qualicy? 

MR. SJWVAN: Promptness. 

H. l~.JR: I know, but out of your many good qualities? 

lo!R. BEU.: Think up a good one . 

liR. SUIJ.IVAN: I don't know what you are drivin& at. 

Regraded Unclassified



212 

- 7 -

R.M.JR: Let ' s got over it once more slowly. v~t 
date did you suggest? 

MR. SULLIVAN: November 1st . 

H.M.JR: And that doesn't bring anything to your- ­

JAR. BLOUGH : He means the 15th, Ur. Secretary. 

H.U. JR: What day is election ~? 

UR. SUlliVA?l : I should t hink it would be about the 
fourth , isn' t it? 

l.!RS. KLOTZ : He got you. 

llit. sUU.IVAtl: Of course, he got me flat-footed; it 
never enter~d my mind at all. 

H.M. JR: You have been away f rom New Hampshire too 
long, boy. · 

MR. SULLIVAN : Yes, but I would have had a call before 
noon if I had slipped. '1/hat I am driving at is that as 
long as the date when it first takes effect is not more than 
six months ahead of March 15, you are bringing together the 
time when you take the money away from them and the time 
t7hen they receive the benefit of t hem. !low, once you ~et 
over that hump, I don't think that this is going to inter­
fere with bond sales. For instance, if this goes into 
effect the 1st of !1ovember , or the 15th of t;ovember, then 
your bond sales in Us.rch and april are going to be much bet­
ter than they would be if you don't have a wi thholding tax, 

\'lhat 
H.U. JR: Well, politician Paul mentioned January lst . 
are you fighting with him for about it? 

J.m. SULLIVAN: I am not fighting. 

MR. BELL: Only a month and a half . 

H.l.I. JR: Politician Paul says January let. 

J.!R SUUJVAN· Well · an announcement to that effect, 
I think; would co~letelf cure thi s situation, at least 
for the time being: and give you your fair chance to make 
June and July quotas, don ' t you, Harold? 
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l!R. GRAVES: No. 

J,!R . SULLIVAN: You mean if it is announced that they 
are not going to hold out anything in wages in the year 
1942? .. 

H. U. JR: Go ahead, Graves . 

MR. PAlJL : There ' s another thing I ought to--

H. IJ. JR: Do you mind? I mean, I am being wonderful, 
I ac bursti ng, but go ahead, Graves . 

l!R. GRAVES: Well , answerin~ John's question, I 
think any announcement at this tilno that there will be a 
withholding will have an adverse eff~ct on bond sales 
under the pay- roll allotment plan immediately. 

H. IJ . JR: Under what plan? 

L!R. GRAVES: Under the pay-roll allotment plan, bond 
sales under the pq- roll allotment plan, which u , of 
course, the l argest, by all odds, factor of our pro~am. 
Any acnouncement now that there is to bo a withhol d1ng, 
eit her in the form of taxes or oompulsor1 savings, or any 
othor form, so long as it comes off the pay roll , is going 
to have an adverse effect at once on this bond drive. 

UR. SUIJ.IVAN: That has already been made, hasn't it, 
llarol d? 

WR. GRAVES: Uo. The thing stands tentatively at the 
moment . All that has been said is that the Treasury has 
recommended such a--

MR. PAUL: Well, the recommendation i s about to be 
voted on this morning, but have you t his in mind, too, 
Harol d, that t his really is an advance collection of '42 
taxes? 

LIR. GRAVES: Yes, I have i t in mind, and we sent out. 
a wire on Friday to all of our state administrators, call1ng 
that especially to their attention, because this is a thing 
that is apt to be much misunderstood, and a thing which I 
think has bee.n much misunderstood, but I don't think that 
meets the point. 
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I think if you were ever to have a withholdinv tax 
we 11ill say an advance payment of income tax, suchuas ' 
this, that at once cuts into bond sales on the vay- roll 
allot~ent plan. I mean, when i t becomes effect1ve it can' t 
help but reduce very substantially the amounts that employees 
will permit to be wi t~eld from their pay toward the pur­
chase of bonds . I thlnk that goes without saying, ·almost. 

Uow, as to the effect that is to be had upon bond 
sales in these months by an announcement now of such a 
withhol ding tax, to be effective the 1st of January, the 
effect will be - just how much it will be, I can't say, as 
we are just in the middle of promotine t his pay-roll allot­
ment on a much intensified scale with employers and employees; 
and I don' t think that you can expect anythine; like the 
cooperatiOn from eit her group that we are now getting if 
they all know that in a matter of months there is to be 
this •.1i thholding tax. 

J,IJl. PAUL: I want to make it clear that this puts 
,taxpayers in a more solvent position so they can buy bonds. 
lhis is not a withhol ding tax . 

MR. <;RAVES: We understand that, but the people that 
are involved here are not so apt to understand it . I am 
afraid all they see in this i s a withholdin&• 

lat . SULLIVA?;: Well, ile.rold, in these intervening 
months would you be better off if it were just left indefin­
ite and nobody knew when these withholding taxes were to . 
become effective , or do you think you would be better off 1f 
it was stated they would ~o into effect on January 1, 1943? 

I.!R. GRAVES: 'i/ell , I suppose we r1ould be better off 
if the thing were left indefi~ite . I would ~ike, Mr. 
Secretary, to say this. I don t think there lS much room . 
for areument about this. I would hate to be in. the_positlon 
of arguing against this proposal . All I am say1ng lS t hat 
if you have it, you destroy, in my judgment, whatever chance 
we mig-ht otherwise have had to reach these quotas that.we 
have set for ourselves . It is inevitable that there w1ll 
bo such reaction on the part of the employers who have got 
to enforce this tax, as 11ell as to collect our a~lotmenta 
under the pay-roll allotment plan - euoh a react1on on the 

Regraded Unclassified



~5 

- 10 -

part of the employee groupe, that, in -r judgment, we 
could not be expected to reaoh theee quotas. 

H.M.JR: Well now, Harold, I mAke a public apology 
for not ~onsulting with everybody in the Treasu~ . before 
I said, You have to ask for a fixed ten percent as 
against making it one to ten, but the one to ten has been 
on the books, so to speak, · ever since I made~ speech, 

IJR. GRAVES: That is right . 

H. I.!. JR : And I mean, I made J1f1 talk on March 3, I 
think it was, and todq is llaf 25, and Saturday was ll&f 
23 or 24, and now suddenly you come along and for all you 
knew it might have been one percent, or it could have been 
anything. 

UR. GRAVES: Or nothing, because as the matter then 
stood, as I recall, that was to be discretionary with the 
Secretary of the Treasury. 

H.!.{. JR: These boys here - wouldn't it have had to 
be one? 

MR. /.'HITE: Up to ten. 

UR. PAUL: It would have had to be something, I 
should think, and practically now it would have to be ten 
you would be--

H. I.!. JR: No. Wasn't the argument I used that we would 
put in one in order to get the machinery going? J 

MR. WHITE: That was the understanding. 

H.U.JR: I think m¥ testimony read that way, I said 
we would put ten percent in in order to get .the machinery 
going. 

UR. TARLEAU: You indicated at the public hearing that 
you thoup,ht it might be advisable to start at that time with 
a low ra{e in order to get the maohinerr going. 

l.IR. SUWVAN: I thiulCthat was in cross examination 
rather than in the formal statement. 
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MR. TARLEAU: That is rifht ; it wasn't in the state­
ment, but it.waa in the Secre ary ' a public appearance. 
Isn't that r1ght, Roy? · 

UR. BLOUGH: Yes, the statement itself, as I recall 
indicated that the beginning would be at the discretion ' 
and the rate at which it •oms held would be at the discr~tion 
but in the cross examination it was brou~ht out that it ' 
mieht be desirable to start at a low rate in order to get 
the machinery going. ' 

J.m. HAAS:· !.lay I make a comment, Llr. Secretary? 

H.J.!. JR: Yes. 

UR. HA!S: I think llarold is right, that not a with­
holding tax, but any tax will affect bond sales. I think 
Randolph Paul is riY.ht. I think the conflict between taxes 
and the voluntary plan has got to be resolved. There is a 
fundamental weakness in the program. I think something in 
addition will have to be done i f you are going to continue 
the voluntary, and there are several plans that I think 
ought to be l ooked into very carefully. 

One is, if you put a tax, proeressive tax, on expendi­
tures, an.d allow bonds as an exemption in the payment of 
debts and exemptions, insurance premiums, and so on, it 
will put a stimulus to buy bonds and will allow the tax 
program to go ahead as it should as a tax program. I 
think without that you have got this conflict, and if it 
is not resolved then something, as I sugeested, has to be 
put in to make the thing fit. There is no coordinat ion in 
the motivating force . 

That tax on expenditures is one item. \'/hat it really 
amounts to is a proeressive sales tax when it is analy~ed , 
but it will make possible to continue, it will give st1mulus 
to continue , the voluntary system, and it ~ill make possible 
to continue a tax program without conflichng !!.11 the time 
with the bond sal es. !low, that is one plan. 1ber! ar! soM 
other plans, but I th.ink obviously there is sOlllethlng ln 

addition - something fundamental that is needed in addition, 
or otherwise you will have to abandon the voluntary plan, 
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H.M.JR: Well, I want to a&7 this, and I ua aapng 
it in the room here, I am sorr7 to hear Harold- I ma7 be 
using an unfortunate word, but I am going to use it -
alibi for the volunteer plan. I am saying it i n the 
room here . I don ' t want anything repeated outside of 
this room. ',\here nothing has happened - you can come 
back at me as hard as you .want to- as to the foundation 
of our approach in raising this money - I mean, the 
foundation was just as solid when you and I made the 
auotas; the only difference is now we are talking ten 
percent i nstead of a possible one. But when we said 
we were going to do six hundred, eight hundred, and a 
billion this thing certainl7 was i n the cards . Now you 
come along and tell me you can't make it. Now, if that 
is unfair, if it isn' t true--

UR. GRAVES: I don ' t t hink it is correct. It 
certainly i s not as I recall. Perhaps you remember 
most of the people that are now here were i n the group 
at the t i me when we were considering starting off with 
these quotas; that same suggestion was made then that 
we start off with one percent, and I objected at that 
t i me to starting off Wlth one percent. You remember 
that, Dan; other people objected, too - I th ink Mr. Kuhn 
and Mr. Odegard • 

. H.M. JR: Dan doesn't say he doe~ or doesn't . 

l!R. BELL: llo, I don' t remember. I am sorry, I 
was wai t ing until he fin i shed his conversation. 

WR. GRAVES: 1 objected to that suggestion. You 
made i t som.e six weeks ago in a conference with sub­
stantially this same group. You went ·around the room 
and 'ISked for everybody's opinion. \\lien you got to me 
I said I didn't feel that we ·should do anrthing at all 
toward a withholding tax, even one percent, and I was 
supported by L~ . KUhn and Mr. Odegard, and I think 
1lr, Sullivan . 

MR. SULLIVAN: I wasn't present, Harold. 

H.M. JR: \'lho do you mean, 
you want Kuhn in here, because 
blank? 

Kuhn and Odegard? Do 
these boys look kind of 
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MR. GRAVES: I remember Dan waa here . 

~ffi . BELL: I can ' t remember. 

MR. GRAVES: Harry was here. 

218 

LIR. SULLIVAN: V.as that the meeting where it was "'::2 
discussed whether to have forced savings or not? 

JR. WHITE : 1 think I remember the meeting. I am 
aorry, 1 just don ' t remember. 

Llk. BLOUGH: I thought it was forced savings and 
not the taxes we were talking about. 

~ffi . SULLIVAN: I think you had another one the 
next day. 

MR. GRAVES: Perhaps it was forced savings, but this 
i s forced savings we are talking about. 

K.M.JR: No, no. 

HR. GRAVES: Yes, this is a form of forced savings. 

K.M. JR: No, it is an advance payment of your tax. 
It is quite different. 

Wt. P.lUL: tlo, it isn't; nothing goes back-­

UR. GRAVES: The principle is forced savings. 

MR. BLOUGH: The reason I didn't br ing up the 
savings program when you suggested going to ten percent 
was - you may have been using an idle word, Harold -
I wouldn't want t o bold it to you at all , but I have 
been trying to keep that in my mind as you went alon~ 
here, and I remember you said once when we were talk1ng 
about this, "Put on as much tax as you want to; put 
on as much withholding tax as you want, but don't put 
on forced savings . • 
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(Mr. Kuhn e.ntered the conference . ) 

MR. GRAVES: That is an entirely different matter. 
I was there compari ng, in my own mind at any rate, the 
relative value of savings on the one hand, and taxes on 
the other; and I have said, as f ar as I personally was 
concerned, I would rather see this thing taken out in 
taxes . All I am saying now is that you can't do both. 

MR. BLOUGH: I am sorry if I misunderstood, but 
I thought you were talking about the other. 

H.U.JR: Kuhn, can you remember in any of these meet­
ings when we were discuss~ the quota that Graves came 
out opposed to the witbhold1ng tax? 

WR. KUHN: He cmne out opposed t o any system that 
would cause the employers to put in two sets of pay-
roll deductions. That was the basis of Harold's object ion 
to compulsory savings, that the moment you asked the 
employers to install a compulsory, universal system of 
deductions, the present voluntary system would go out 
the window. 

H.ll. JR: Yes , but I went ahead with my speech on 
J.laroh 3, recoamending the discretionary one-to-ten-per­
cent withholding tax and we made our q10tas after that . 

~~. GRAVES: This discussion was aft er that. 

H.U.JR: Well, if it was, it was sort of after the 
horse had'left the barn. 

UR. WHITE: If t he discussion was aa Ferdie states 
tt, I am not·sure t hat I had both vi ews . 1 remember 
that discussion very clearly in which you (Grave~ ) 
object ed defini t ely and clearly to the introduct1on . 
of compulsory savings on the grounds that i t would k1ll 
t he voluntacy savings. 

H.M.JR: That I can remember. 

MR. ~~ITB : That I remember, and I remember 
one of the arguments you used was that if you put that 
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on ~he pa~ "nl~ lt would be difficult to get TOlunt eer 
savtngs. I o. ~ t know, and it aeema a little bit mean­
ingless to bola ' t you would have two deductions, both 
a voluntary deduct1o~ and a compulsory deduction of t he 
pay roll . I thou,ht what you referred to waa your 
general program of sel l ing bonds on a volunt ary basis 
would be seriously interfered with on a compulsory 
basis. I remember that discussion very clearly. 

YR. GRAVES: Of course we are now talking about two 
deductions that are to .come off the pay roll . ~here is 
the deduction for bonds which is voluntary, and t hen 
there is this deduct ion which is compulsory! and the 
principle is the re just t he same. Ferdie, went so 
far as to say, before you came in, that the suggest ion 
had been made that we start with a compulsory deduction 
of one percent and t hat I objected on the grounds stated 
by harry just now, that a compulsory deduction and the 
voluntary w1 thholding simply are not compatible; that you 
can have one or the other, but not both; and that the 
amount was relatively unimportant. 

MH. KUHN: You were thinking of the effect of 1 t 
on the employer, not on the worker, not on the man who 
was making the savings. 

H.~ .JR: Let's look up the record. I am just 
interested . But let me - I didn't mean to cut you 
oft, Ferdie , but he has to go on the Hill. 

Affi. PAUL: Ten- fifteen. 

H.U.JR: Let me put it this way. 1 want t o get . , 
somebody t o state for me because I never read Helver1ng a 
memoran~-Sullivan can' you very bri efly state what 
are the pros and co~s and the difficulties? \'ihat was 
Helvering 's objection to this pay- roll deduction plan, 
and how did you overcome his objections, and what did he 
say? I mean , can you do it in two cr three minutes? 

lo!R. SULLIVAN : Yes, air. The Commissioner sent you 
a lengthy memorandum setting for th the coat to the Bureau 
of a withholding tax . In that same memorandum he also 
set forth, for each year tor the last ten years, I bel iele , 
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the snount of money we had lost in taxes because the 
taxpayers were not in funds to pay the taxes. That list 
represented tax liabilities which never were paid. The 
memorandum showed that the cost of adminiater1ng the 
withholding tax exceeded the amount of unpaid tax 
liabilities . · 

I think the Commissioner felt that one of the 
reasons why we, over here, were in favor of a with­
holding tax was that through a withholding tax we would 
collect money we would otherwise lose, and, hence, would 
be ahead of the game. From his memorandum it is pretty 
clear that although we will collect money that we would 
otherwise lose in taxes, there will not be a net saving, 
but rather a net loss. 

H.Y.JR: You gentlemen explain that to me. 

l.!R. SULLIVAN : You sent the memorandum to me and 
asked me to take it up with the Commissioner, and I 
did so, and I explained to him that the reason we wanted 
a withholding tax was because of i ta value in helping 
to combat inflation and that we felt ao strongly about it 
that we would be willing to take a net loss on the 
operat ion in order to help in the fight on inflation. 

Now, I haven't an1 misgivings about the ability 
of the Bureau to admimster a withholding tax. There are 
going to be many trying problems, but there are in 
every new kind of a tax; and I am convinced that if we 
can get a priority rating so that we can get people 
and train them and hold on to them, we will be able to 
handle that problem. ~hen we have solved it I think 
it may lessen the burden in other types of tax work we 
are now doing. I have no misgivings about the Bureau 
administering the tax at all. 

MR. WHITE: You mede a statement very disturbing, ~f 
you meant it . You are certainly going to get the oppos1te . 
Do I understand that it is going to cost you m~re to 
collect the wi thholding tax than what you get 1n the 
withholding tax? 

l.!R. SULLIVAN : No, no. 
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H.M. JR: Let me explain. "hat the whole thing 
was, Harry, that bothered me, they claia that each year 
people who didn ' t pay any tax, that you didn ' t reacli ­
I think the figure was a million and a half dollars. 

MR. SUlLIVAN : No, my recollection is we lost about 
ten or eleven million, and it would coat about sixteen 
and a half to collect. 

H.M.JR: That is the point, and we are talking 
about several billion dollars worth of taxes. 

loiR. V.HITB : I misunderstood. 

H.~.Jk: We are talking about collecting a couple of 
billion dollars worth of taxes. Have you got it now? 

MR. ~RITE: I have it clear. 

Mk. PAUL: Of course that figure isn't to be compared 
with what it would be today because then we had l ess 
taxpayere on the list and--

H.M.Jk: Let me ask you a very fran k question. How 
do you think they ere going t o vote on it this morning? 

IJ.R. PAUL: I think they are going to vote for it it 
we will indicate our willingnese, ae I have said on the 
stand we would, to exclude domestic help and farmers 
on the ground that it isn't practical to 1nclude them at 
thi s time. Therefore, they aho~d be excluded for the 
moment, just like in social security. That takes a 
load of about eight hundred thousand taxpayers off the 
list, and I think there will be an almost unanimous 
vote in the Committee this morning on that. 

H.M.JR: You mean to exclude those? 

MR. PAUL: They will want to exclude - in fac t, 
that is what will probably make it a fai rly even - change 
i t from a fairly even vote to an almost unanimous vote. 

H.ll.JR: Going back to what you said in the first part 
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of the discussion, would it be very difficult to have it 
come ou t that this 11111 not be put int o effect until 
Janue.ry 1? 

MR. PAUL: I don't think so. Do you, Toaa,y? 

WR. TARLEAU: I just came in r ight in the ·middle 
of things. I rather hesitate about it unleJs it is · 
absolutely necessary, and it may ·be necessary for other 
reasons to announce a January date, because, in the 
first place, we have certain hesitancy in the Committee 
to adopt this proposal. They are willing to ~o along, al­
though a lot of them don't like to put the th1ng in. If 
you can indicate that thing isn't going to go into 
effect until next year, there is going to be some 
hesitancy because of the fact that between January 1 
and Uarch 15 you are not going to get very much of the 
advance collections. If we start around November, you 
might get some of it. 

H.M. JR: Look, Tommy, you are talking good technical 
tax, which, for the minute, doesn' t interest me, and I 
will tell you why. Again, very much in this room, I want 
to be practical. It Is too late to discuss the pros and 
cons of withholding taxes . I made my speech; it is there. 
I can't between now and ten o'clock reverse my position, 
but I can do this; I am more interested that we get a 
Democratic Congreaa than I am in inflation, or anything 
else, as far as domestic, internal, economic, political 
situations go. I mean, to me that, domestically, is more 
important than anything else, and i t just makes common 
sense to me that lf you should have this thing hit these 
people before election it will hit them like a to~ of 
bricks and it may be very harmful to our Democrat1o 
Congressmen coming back. Therefore, I will put it en 
straight political grounds, or, if you want to be noble 
about it, so that ur. Roosevelt can carry on for the 
rest of his term, I strongly recom:nend that this doesn't 
go into effect until January 1, Randolph - strongly. 

IIR. PAUL: Well, the only question was - that can be 
done - the only question is whether you make an announcement 

' 
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at this tlme--
H.M.JH: This is the whole purpose . 

MR. PAUL: They will leave the practical IIIStter en­
tirely up to Kelver ing . They will n~ver preaa Helvering 
for lt. -

H.M.JR: I want a Jmuar;rl date . I want these 
people who are lax - I mean, it ;rou can't do it eaail;r, 
I can do it any way of two or three wa;ra, but I want -
when this vote is taken, I want it to come out publicl;r 
that the thing will not be put in effeot until January 
1. 

Now, I have thought a lot about this thing over the 
week end. John, do you question my wisdom on that? 

JAR~ SULLIVAN: No, I Bill for it . Tollt'lcy", I don't 
think you were here--

H.M.JR: Harry, do you cpeation that from a political 
standpoint? 

WR. WHITE: I think certainl;r that is preferable to 
setting a date before January 1. I don't know what the 
possibilities are . There i s another poasibilit;r, and 
that is not to push it at all and let them kill it if 
the7 want to, and then bring it up again in the late 
fall. I eon't know whether it is politicall;r possible. 

H • .M. JR: Of col.n"ae that would please me, but I didn' t 
want to - I mean, we have done this thing, and 1 don't 
want to - I mean--

MR. WHITE: It is a question on how hard you puah 
it, i sn't it? 
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MR. PAUL: No. 

H;M.JR: I would feel that t aul would have a right 
to feel I was l etting him down. 

MR. WHITE: I don't think that ia very important, 
myself. I don't think that is as important as other 
things. 

UR. PAUL: No, only you will have to get somebody 
else to put through the rest of your tax bill. 

I!.M. JR: It is that important. 
' 

MR. SULLIVAN : There are political consequences 
of quitting cold on this thing now when--

• 

H.M.JR: I didn't say--

J,IR, SULLIVAN: I know, but Harry ' a point--

~ WHITE: I haven't explored it. 

H.M.JR: I want to make it awfully clear - I 
didn't suggest that--

MR. SULLIVAN : I was answering Harry. 
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UR, \'IHITE: I don't know that those are the alterna­
tives. Certainly you men have enough political experience 
to know that Congress isn ' t enthusiastic about an addi­
tionnl imposition of taxes of this kind; and it is a little 
bit specious to say they are not paying more, that they art 
only paying in advance, because you know very well they 
reach the stage where they pay - for one year they pay 
almost double. So they will make much of that argument, 

I say this without knowing much of what is going on 
in the Committee, not knowing much at all, but on the 
general assumption that they are not enthusiastic about 
much higher taxes, that if you can maintain your ~osition 
without pushing it - it may be possible that it w1ll be 
defeated because I just heard you say s~ething about 
half being either way, same on the fence; and if it is 
so close as that maybe i t all depends on your behavior, 
17hsther the;,r just def eat it, 

Now, if they just defeat it, it may well be that 
you can come back in the fall. You asked for it and it 
T/!1.8 defeated, and you are going to ask again; it is more 
urgent . I don' t know whetlier that is a possibility. I 
was merely sug~esting it; but certainlY if that is not 
a possibility 1t is preferable to have it January 1. 

UR. TARLEAU: Let's settle for January 1. 

I.!R, I'IHITE: This is not bargaining. It is a question 
of deciding what i s best in the larger interests . That 
is why I don • t take much stock in Paul's saying somebody 
else will have to push the bill, because I am sure that 
he would modify his position in the light of What he 
thought was in the best interests of the country. 

Mlt PAUL: I would, ucy'self, yes, but I would bec~e 
useless up ther e. 

Mit. TARLEAU: January 1, says the Secretary, and I - ­

lo!R. WHITE: This is m t a question of a bargai~ing 
arrang~ant; it is not a compromise. It is ~ quest1on 
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of seeldng what is in the best interests of the situation. 

l!R. TARLEAU: On tb! question of the alternative 
I believe, and I think Randolph believes, and I think' 
Roy believes, looking at it from our own narrow base 
that the institution of withholding eye tem is a very' 
essential part of our tax program. If you get defeated 
now you are not going to get it in the fall . They will 
not go through this scrap all over again . 

lllt. Vrl!ITE: You may be so close to the woods that 
it is a little difficult to get a perspective on the 
larger aspects . You say you are considerin~ it frac a 
narrow base; you don' t want us to consider 1t frOD a 
narro11 base . 

Do you feel you have explored the matter? Do you 
want to reexamine it and see what are the other possi­
bilities, because I am also very much in agreement with 
what Harold said and what (fflorge eaid, that it will 
af fect the voluntary oo nd program. I don 't think there 
can be an1 possible doubt of that. I also think that 
the mere announcemm t will have some effect; how much I 
don It knOW • But the fact that rU ma)' haVe acquiesced 
to a one to a ten earlier is no significant because it 
didn 't receive the public discussion this is t:oing to 
receive . It didn't receive the public attent1on that 
it will receive if the thing is passed and there is 
ann~uncement that people hav~ to pay ten percent ~oo 
thur current taxes in a ddi hon to the tax they Wlll 
have to. pa1 in 1943 for the previous yeari in addition 
to ca:ning around and aaking for a pay-rol allotment. 
Unquestionably that is going to reduce the progr~, 
and I think you have to take that into considerat1on . 

The consequence of that , it ma)' be, will be that 
willy-nill)' you will have to have sane other progr~ to 
supplemmt your voluntary bond program· and that mil 
have to go into effect, and then you wlll be piling on 
top of that. 

I think the thing m eds to be reexamined in the 
light of the best interests. 
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H.M. JR: Harry, when you cover the thin~ you might 
also cover the increase in your sooial secur1ty f rom 
one to three. 

J.!R. V.HITE: Randolfh, I think the thing has to be 
given another look; let s reexamine it. 

UR. BLOUGH: I will tell you what the next look 
nill be. I don't think this Congress will pass these 
income exemptions or these income tax rates without a 
withholding tax hooked on . I think they will cut the 
income-tax progr am at least another billion dollars, 
and the sales tax will be an absolute certainty . That 
is your other look. 

MR. SULLIVAN: And you are not going to get any 
increase in social security this year, an~vay. 

MR. BLOUGH: Not under any ciroumstancu, in my 
opinion . 

l!R. \',HITE: I don • t know. Jlaybe you have reexamined 
the whole thing and you have come to that conclusion; but 
I think there is enough at stake, and if time isn't too 
preuing H you can devote another day or two and get 
some more discussions, get the various peofle in who~ 
you have confidence in, and see what - it 1s a questlon 
of tactics, not tax matters . 

J.!R. PAUL: Ten- thirty. 

l!R. WHITE: You oouldn • t stall thfllll this morning? 

MR. TARLEAU: There is a unanimous-consent request 
that this matter be taken up as the first order of 
business this morning, and that is why we are here . 

1m. WHITE: Let me uk this question. Supposi ng 
you were definitely convinced that it is desi rable ~ 
postpone the issue, do you think that you are ingen1ous 
enough to get it postponed? 
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J.m. TARLEAU: We can go up there and withdraw it . 

11R. WHITE: No, I mean without being absurd. 

J.!R. TARLEAU: Harry- -

AIR. WHITE : You know 'Ahat I mean, being sm&rt abcut it. 
I don't know; I am not saying it is possible, I just don't 
know enough about it . I know a lot of things are possible 
in politics that don ' t seem to be until you have thought 
it over. 

l.IR. BLOUGH : }J,y idea is that this ou~t to go into 
operation July 1. Since that is absolute impossible 
and it oouldn't be put into opel'&tion unti November, 
January 1 i s a very good de. te. You are going to run up 
against this trouble, and something is going to have to 
be done about double payment in 1943. 

MR. PAUL: I feel this way, not in any narrow sense 
but in the larger sense, that if we have to choose we 
ought to take withholding at the source, even if there 
is a bad effect on the voluntary program. I think 
ultimately you are going to come to that question . 

l.IR. Vll!ITE : I agree canpletely. Ultimately yo~ 
will be faced with the issue tha t you will have to lD ­
crease taxest which wil l interfere with your voluntary 
program, no o.oubt about that. 

!JR. BLOUGH: The)" are doing it, though, ~n Canada 
both ways. Don't they have a pay-roll deductlon plan 
in Canada for selling bonds? 

MR. WHITE: They have just begun i t· 

MR. BLOUGH : And they have had a pay-roll deduction 
there for taxes for over a year. 

l.!R. WHITE: But the savings program is just getting 
~;oing . I don't know what success they have had, We 
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sent a man up there to get some information. He will 
be back this week. 
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\'/ell, I just don ' t know; I am only thinking the t 
it certainly se«mJLtO deserve another look- see for the 
m~ent because tli~e are same rather large questions of 
strategy involved, and the tax aspects of it are not 
decisive at the m~ent, and no one is questioning--

liR. PAUL: Of course I think they are, in the very 
larger sense of the term. 

IJR. BLOUGH: You have changed your position oom­
oletelY in the last two or three months; I don't 
imders~and it. 

lffi . \VHITE: Not if you can understand usy position 
as I understood that it was. I don ' t think I have 
chnnged it . I don't think that I changed my mind, not 
that I wouldn ' t hesitate to if I thought I was wrong. 
I was for a one t o ten percent wi thholding tax, surely, 
because at that time you were going to start at one 
and get the machinery going and move up; and I liked 
it bOth ways, flex it upward and flex it downward. I 
still am for it. It is an entirely different set of 
questions that are being raised now. 

I.!R. BLOIJGH: That wasn 1 t your--

J.IR. \'JIITE: You state it if it ia important. I 
don 't think it is important what I held before; what 
is important is the merits of my present argwnent. 
I don 't think that I have changed 11lY position; I don't 
think that is important. 

!JR. BLOUGH: It always pays to take another look1 
but we have been looking at this so long that I quest1on 
whether another day i s going to make any difference . 

H.M.JR: I have this suggestion. I realize P!ul's 
position, and, after all - wfiat I would like, in v1ew 
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of all of this - and I have another t hing which I want 
to mention, which I will bring up in another week or 
ten dals, that is, thi s whol e question of just wha t is 
happen ng to t he cost of living. I 1vill kno1v much more 
about it in another ten days or two weeks, which will 
give us another chance, when lYe have some accurate sta­
tistics, if and 1men I go before the Senate. And if there 
are somo entirely new figures on the cost of living that 
would give me a basis to chanfe mf position if I w~ted to. 
But, I mean, based on inforrna ion - I mean, there is just 
one little thing happened to be here. I look dawn and I 
see that the retnil department store sales on Kay 9 were 
only one percent higher than they were a year ago. 

UR. HAAS: Prices are down nineteen percent, so the 
actual volume is less. 

H. U. JR: The volume is less, the prices are down? 

MR. HAAS: I mean up nineteen percent, so that means 
that actual volume is l ess. 

I.!R. WRITE: I think one should be very cautious, and 
you are . I think you are proceedin~ properly in t rying to 
get as much information as you can and tapping different 
sources than are customarily available, because I think you 
are quite ri~~ in saying economists can ~et in a certain 
rut of think a certain way and come to an erroneous con-
clusion, like everyone else . On the other hand, if you 
come to a different opinion with respect to the impact of 
the so-called gap on the remaining eoods, you would have to 
do it very cautiously, and have more evidence than you are 
apt to get that way. I think what it might do is call for 
a reexploration - if you find the evidence that you are 
seeking, but not enough to go o~--

H .M.~: But, Har ry, if I did i t, I would ~ke 
llenderson s organization and Nelson ' s organizahon prove 
their points all over again, and Eccles '. I mean, I woul d 
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ask the three of them t o a meeting. I would say, "I 
have got this information; what have you got to prove--

f,ffi. WHITE: "What significance do you apply to this 
information?" 

H.M. JR: "Or what evidence have you got to prove that 
this extra money is going to be at pressure?" 

I.IR. i"IHITE : That is all right, as lone as you reopen 
the question rather than take a position. 

H.M. JR: I will check not only here in ~ashington, 
but all over the country. Let's just for a mo~ent say that 
Beardsley Ruml comes to the conclusion- there won't be a 
better rrAn to use as a foil against the3e people , because 
it would be quite novel to have him on the Treasury side, 
and there wouldn' t be a better foil to use against Eccles 
and Henderson, and the others . 

1m. WJ!ITE: He would be very good. 

UR. PAUL: Vlhat exactly do you thirur? 

H.~. JR : Exactly what 1 think is this. I am going 
back to the statement you made, to make your position 
tenable and reasonable . In the early part of the discussion 
you said that this thing can't eet into effect before the 
first of January, you can't eet the machinery. 

I.!R. PAUL: That is rignt . 

H. l.l . JR: Now, all I am sayin3 is that Y?U stick. to. 
that position, and that if they vote t his thing and 1f 1t 
is announced and it goes through, and they have exempted 
servants and farmers , I would like the announcement t ?day 
to be that this thing will not be put into effect unt1l 
the first of January . See? 

1m. PAUL: Well, I t hink we can contrive to make that 
statement, surely, somehow. 

!.Ct. BLOUGTI: I want the chainnan - I don't say you -
I want Chairman Doughten to say tha.t . 
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MR. SULLIVAN: You can raise the point of the effec­
tive date, . Randolph, and they will--

H.M. JR: I want Chairman Doughton - I don ' t want it 
from the Treasury; I want Qlainnan Doughton to make that. 
If you have got any doubts about it yourself- -

UR. PAUL : .No, I haven't any doubt s , except on the 
point as to what is the best way to get Dougbton to do 
that. 

liR. TA.RLEAr : You can manage to do that. We will 
talk to Stam and we will tell tliem - we can go back to 
~. Helvering' s t estimony and state that ne have examined 
it a~ain , and we have taken this matter up again, and we 
think we ought to advise them t his will go into effect about 
Januar; 1, and that Januar; 1 is a good, convenient date. 
I think Cooper mentioned he liked that date . 

H.U. Jn: If there is aey doubt, any trouble, call me 
on the phone, and I will talk to Dough ton myself. 

!.lR. PAUL: I don't think there will be . 

H.M.JR : Randolph, I am laying zreat st:ess on ~his , 
on the date. I am laying great stress on this ., So 1f 
you find that you can't handle it, what - I don t ~nt 
you to say, "l'lell, the law will go into • effect an~ we . 
won ' t get around to it u~til January 1. I w~t 1t wr1tten 
into the law that it wor._t ~o into effect unt1l January 1. 

lm. WHITE : Do you think it will affect the possibili ty 
of its chance of passage? 

~~. TARLEAU: I would put it right in. 

H.!!. Jn: I want it out toda;r. 

l.!R. 'NJUTE: Do you t hink i t has a better or worse 
chance of passing if you made the January 1st date? 

UR. PAUL: A little worse . 
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WR. ~lilTR: I wanted to know whether it affected the 
chances of ita passage if the January 1 date were stressed, 
or if no date. He said the chances would be a little 
worse if the January 1 were stressed. 

H.!.I .JR: '!hen you are for it? 

MR. \'lliiTE: Yes, yes . 

~IR. SULLIVAN : nha t other ef fective date has been 
discussed, Randol ph? 

' 'R. PAUL: There hasn't been any effective date. 

UR. TARLEAU : Thirty days a!ter the passage of the 
act, that is the usual effecti ve date. 

MR . SULLIVAN : Has that been discussed? 

MR. TARLEAU: No, just generally mentioned. 

MR. PAUL : Helvering said he couldn't get i t into 
effect for two or three months after the law went into 
effect. 

Lilt SULLIVAN : I think Jere would suggest January 1. 

H.W.JR: Bell has been very quiet. Do you want to 
say anything? 

WR. BELL: No, I don't think so. I was just thinking, 
thi s t en percent goes into effect in January. I assume 
it is applying to 1943 liabilities. 

MR. PAUL: That is right . 

MR. BELL: And you will have a double tax, almost, 
on your 1942 liabilities, and I assume you are still ~oing 
ahead with your plan to colleot more of the 1942 liab1lities 
in the last part of the fiscal year, '43. Is that right? 
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MR. PAUL: The last part of the fiscal year . 

lt:R . TA.RLEAU : We have to do that. 
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1:R. BELL: In order to make your seven billion -
I think your defense program is pretty well shot when 
you do tha t beginning January 1. 

Lrrt . 71HITE : Defense pro!!:t'am? 

l.!R. BEll.: Savings.· 

l! . t.!. JR: I haven' t said aeything about that, but 
the reason I like January 1 is t his - am I cutting you 
of£? 

!JR. BEll.: I like January 1. 

H.JI . JR: The thing I want to ~>;et over is you pay 
your last quarterly payment on December 15 for this year's 
taxes, and then you begin to accumulate , for the next 
calendar year, your earnings on the 1st of January -
becin to set aside every month. I think that makes 
senae - if there .is aey reason for this withholding tax . 
Then on the fir st week in January you begin to set aside 
your coney for your taxes for the current year '43 and 
your '42 taxes. 

~. ~frllTE : They have to be paid at the same time; 
you have to pay the first quarter on L&rch 15, so--

H.M.JR: Two and a half months ahead, that is all. 
You are finished - on the 15th of December, you pay your 
last quarterly payment for your '41 taxes . 

IJR. BELL: I doni t see any difference in it, J.lr , 
Secretary, because really you are going to be hit harder 
in March by a larger tax, -olus the 11dvance payment brought 
back into this fiscal year· of the 142 liabilities, in 
order to get it. 

UR. SULLIVAN: Dan, you get that - whenever you put 
withholding taxes, t here i s the first hump, no way to 
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cot away from it . 

I!R. BELL: No difference between January 1, f rom a 
practical angle, and July 1. 

!.m. VIJIITE : You are apt t o have two and a half months, 
because if it began in ffovember 1 on December 15 you would 
have to make your l ast quarterly payment, if you paid by 
quarters, so you only have a month and a half. -

I! . !.!. JR: Ilarry, if you paid July 1, over six months 
you are paying a tax, and then you have got two quarterly 
payments to pay. 

~. '.'IHITE: Yes, if you paid it all in July. 

ll . l.!. JR: No, but you han got your payment on the 
15th of September and your payment of the· l Sth of 
December. 

L!R . ·miiTE : That is right. 

H. l.l . JR: And besides that your weekly 1vithholding 
tax. But if you start on the first of January, '41 
taxes are paid, finished . 

l.m. 7/l!ITE: Yes, you have two and a half !lonths. 

H.U. JR: You are just anticipating it by two and a 
half months . 

L!R. BLOUGH: You are a year behind - an unfortunate 
situation. 

H.M. JR: It makes a lot of difference. 

MR. WHI TE : You have two and a ht\lf months in which 
you only have to paf one tax per week. At the end of that 
two and a half months you will have on hand! or have to 
save up enough to pay, the fir st quarterly 1nstallment on 
the previous year ' s taxes. 
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H.ll.JR: Le11 what you paid in the two and a half 
months. 

~m. GRAVES : No, in addition . 

MR. WHITE : 'fbat only counts on the second year, that 
is why I say - Randolph very quickly said, "After all, 
this ian' t advance payments," but for one you are paying 
double. 

WR. BLOUGH: This is pretty important. lf this had 
started July 1, 1942, you would have on September 15 an 
installment on your '41 taxes and on December 15 an 
installment on your '41 taxes and in the meantime with­
holding towards your '42 taxes . The '41 are lower than 
the ' 42 and apply to less people. I f you start this 
January 1, '43 you are going to be paying in ~reb, June, 
September and December your '42 tax liabilit i es and at 
the same time you are going to have withheld during 
1943 your '43 tax liabilities . 

Now, I mentioned a little while ago that I think 
there is the point that is going to have to be reexamined 
beoause I have some rather serious qualms about the 
ability of a lot of people to do those two things in 
the one year. 

IAR. BELL: Yet you plan to. 

J.!R. PAUL: 141 I make a s~geatl.on. 1 think we can 
get out of this January 1 hole 1n this way, that they 
have asked ua to f rame a motion for them this 11101' n.ing 
aDd the motion merely accepts withholding at the source 
in principle . Now, the matter of the exact date we have 
more--

H.M. JR: No, if you are going to do that - I want a 
date. 1ou couldn't make it later than Jaunary 1, and 1 
don't want it up in the air. I mean , Harold and I will 
have a heart to heart talk after this, but I can't cope 
with this situation as a thing that is left ln the air. 

WR. WITE: I think I. t is going to be di fficult to 
cope with it even if it ian't, and I think there needs 
to be aetumed aome reexamination of that, Mr. Secretary. 
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H.M.JR: But ~ou are not arguing with me in view of 
the posi tion t h:;t aul is in that i t should be January • . 

MR. v.HITE : werely digressing for a reexamination. 

I! .M. JR: Would you want a resolution just saying we 
are in favor of withholding? 

MR. WHITE: I think you are right. The uncertainty 
would be far more diff icult for your program, although 
we are working ourselves i nto this position where every­
thing is being determined by the effect on the ~avings 
Bond program, and l think we have got to reexamine that. 

H . ~ .Jk: No . l ou haven't heard me say anything 
other than this. I have said very little about it. 

I.!R. \miTE: liell, I think i t is imll lici t in a good 
deal of our reasoning that we have got to be extremely 
careful l est anything done is going to interfere. I 
think i t is true that it has an intimate connection, but 
I think the time is opportune. I think, Mr . Secretary, 
merely to recall some of our own statements, t hat you 
said sometime along in May that by June 1 you would be 
ready to reexamine the situation. I think the time ia 
approaching . 

H.M. JR: My testimony ia July. 

UR. TARLEAIJ: July 1, yea. 

H.M.JR: Wy t estimony is July 1. 

MR. WHITE: I meant within the Treasury; 1 didn't 
mean outside. 

H. M.JR: \\ell, I mean, we can't - but just aa to the 
thlng--

MR. WHITE: I agree with you that it shol.lldn' t be 
uncertai n. 

' H.K.JR: Jll right. Does anybody else disagree w~th 
the very posit ive statement I am making that I woul~ hke 
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the Treasury to go up there and get for me a January 1 
da te? If the Treasury can't do it, I want to get in 
on it this morning. 

MR. TARLEAU: We can get the January 1 date. 

MR. PAUL: I tllink we can get that. 

H.M. JR: If you can't you call me and I can get it 
in about two minutes, by calling the Speaker. 

YR. BLOUGH: On the contrary, I think they will be 
glad to give i t. 

YR. TARLEAD: I think we can get t he date. 

MR. BLOUGH: They are running for Congress. 

H.M.JR: Does anybody disagree with me on the 
January 1 date as against a resolution on the princi ple 
ln favor of the withholding tax? O.K., sold. 

It was a good discussion. 
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DR. LIKERT: A rally was being bold on the pay-
roll deduction plan which presumably was to be a rather 
r.i dely at tended rail,.; and instead of anno1mcing it with 
a bi t of enthusiasm and making it as dramatic as possible 
there was a tendency to merely say, ''We just hope you 
will come . " "Fellows, we are' going to have a big meet­
ing" and reallY paint it up and make thm enthusiastic -
that type of flre and entbueium waen 1 t in the picture. 

Now, bow widespread that is I don't know. In two 
out of the three communities that this particular 
individual had boon in, there semed to bo less sense 
of aho~ship, less real enthusiasm. At one place tho 
person in charge seemed to be doing a job and doing it 
well. 

It also ought to be said that all of those people 
feel tho same pressure that you and many other people 
feel, that there is a trGendous job to be done and the 
time pressure is pretty great. 

H.U.JR: Rave you pulled those people back from 
the field? 

DR. LIKERT: No . What bas happened is this, that 
this person was a person from the Washington office. 
We took some from the Washington office, along with our 
field staff and that one person from the Washington 
office is ~ok. The rest o£ them are in the field, but 

J 
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they are now being shifted to other problsms. 

H.1!.JR: Other problems? You fool you have done 
what vre wanted? 

DR. LIKERT: I think we have dono the fiel~side, 
yes. We have covered Hartford, Springfield, Boston, I 
think, in the New England area, and maybe Providence. 
I am not sure about Providence . We have covered St. 
Louis, Uemphia, and Now Orleans, I believe, in the 
South; on the west coast, Los Angeles, San Francisco, 
and Seattle, if I remember correctly. 

H.U.JR: I had some things that I was interested 
in - I mean, they all fit into our problem. Let me 
state them to you1 if your people are still in the fi eld. 
Let me tell you wnat i s worrying me and see if you can 
help me. 

The first thing I think Haas has ment ioned to you 
before . As you know, everybody in toun is thinking 
along the same lines, namely, tba t this gap of seventeen 
bil lion dollars just has to act as pressure on prices . 
See? Well, we are getting a li ttlo bit of evidence that 
it doesn 't necessarily follow that if tho people have 
it in their pockets that they are going to spend it. 

'!han the question is, what are they going to do 
with it. Since this gasoline rationing bas gone into 
effect in some sections, the buying has fallen off, 
and the first thing I was vecy anxious to find out · 
from the field was - I mean, something within a week, 
you see, just enou~h to see - well, what bas happ~ed 
since gasoline r ahoning has gone in as to the bupng. 
I talked to a few people, and it looks as though 
something has happened that they didn't expect; people 
can't get around and are sitting homo • 

Now, if that is correct, it is t erribly important, 
not only t o ua but to Handerson and to Nelam and to 
Agriculture on the r etail food pricee, you see! and 

• 
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that was the thine; that I was particularly anxious t o 
find out about this week. 

DR. LIKERT: We have missed that completely. We 
have missed that, because I didn ' t get that , 

242 

H.U.JR: Well, I wanted to talk to ;you ~self . I 
would like to !mow what is happening this week with the 
people in the United States as to their buying habits 
since the gasoline rationing has gone in. Do ;you suppose ~ 
;you could make same kind of a spot check, just to see if 
sauthing has happened? Now I did mention this to Ur. 
l:ickard on the food price retailer- cons\llller thing; ha 
is tremendously interested in this , also. 

DR. LIKERT: Yes. Now, you have in mind doing that, 
I presume, on the east coast where the rationing has 
gone into effect? The rest of the country wouldn't be 
involved, would it? 

H.M.JH: I thought it had gone in all over. 

DR. LIKERT: Just the seventeen eastern States. 

H.U.JR: All right then, the seventeen eastern 
States . 

Then if you are going to do that, the other thing 
I wanted to !mow is this - the same people that ask 
those questions, if they could ask one oth~r ~g, 
that is, how much effect does this discuss1on 1n 
Washington on the tax bill, the withholding tax, have 
on what they are going to do in regard to war bonds. 
I mean, is it going to make very much difference with 
th1111 how many war bonds they are going to, b~ as to 
what they hear on what is coming out of V.ash1ngton on 
the Ways and Means Committee? Is that olear what I 
mean? 

DR. LIKERT: In other words, this business of 
ten percent, is it slowing down the purchase of defense 
bonds, or war savings bonds? 
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H.M.JR: Yea . I wanted to. spot check on that. ibat 
I would like is if a t elegram of inatruotiona, or some­
thing, could go to these people, and shoot this out ao I 
could get something early next week on thia . Can you do 
it? 

DR. LIKERT : Well, I would like to kind of look at 
things a bit, if I can, and call you or llr. Haas back, 
if I can. 

H.M.JR: Call Haas . 

DR. LIKERT: Just to be sure where our people are 
and that it gets in. 

H.M.JR: On the first thing, I know that ~lckard , 
Nelson, Henderson, and Mr. Eccles would all be tremen­
dously interest ed t o know. 

DR. LIKERT : Actually the thing that you were talk­
ing about is the kind of thing that ought to be watched 
pretty continuousl y. 

~lR . HAAS: It ought to be watched all the time . 

DR. LIKERT: At first they are maybe atayi~ at 
home, and then there will be some readjustments ~n 
terms of finding th.at they can get around, and they 
will perhaps begin to spend more. 

H.M.JR: I have asked Beardsley Ruml to do it from 
the retail store aide. He is going to do that for me. 

MR. HAAS: Ria man is in m:r office now. 

H.M.JR: He is? 

MR. HAAS: Yes . 

H.M. JR: You haven't had a chance to talk to him? 

WR. HAAS: I talked with him for half an hour. He ia 
continuing with Lindow and Daggit . 
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I!.L! . JR: What is he going to do? 

lffi. HAAS: We haven't got that £ar . I ns trying 
to get him into the problem. 

H.M.JR: There is no use mixing up the two. 

J.IR. HAAS : I don't think they conflict at all. 

H.U.JR: Who is he? 

lilt HAAS: His name is Haolcmn . He is probably 
in charge of research. 

li .J.:.JR: Did he seem intelli r;ent? 

L!R. HAAS : Yes, he seemed quite intellit;ent . 

Dll. LIKE!n': As I understand 1 t - just let me 
repeat it- the thing you are concerned about is that 
since gasoline rationing has gone into effect there 
seems to be evidence that people are staying at home, 
and since they are staying at home are spending less 
money; they are doing just the opposite of what might 
have been expected, ana instead of spending the money 
they formerly spent they are staying at home and not 
spending as much money as spent previously. 

H.U. JR: There seems to be enough of a trickle 
of evidence that i t is definitely worth exploring. 

DR. LIKERT: And if that is what ia hap{lening, 
or whatever is happening, you people would l1ke to 
~ow what it is, so far as its effect upon the total 
lmpact of purchases . 

H.M.JR: That is right, and, as you say, that 
mi r;ht be the first impact but it '1ould be something I 
want to watch . What I want is something- I want that 
to come to me so that it is not more than a week old. 
I don ' t want it--
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DR. LIKERT: You want a continuous story, nut more 
than one week old? 

H.M.JR: Yes. 

UR. HAAS: This fellow Hackman aid say, Mr. Secretary, 
that ;.ben they cut off refrigerators and washing machines 
and automobiles, and so on, the wooden furniture manu­
facturers thought the excess would go into furnitu.re; but 
it hasn ' t. He said one of the restricting devices 
prevailing in purchases has been this cut in consumer 
credit . He says the big play was, "Put a dollar down 
and furnish your house", and he says that now they can •t 
do that he doesn't know whether they will acc~te 
the cash until th~ can make a cash payment on it or 
what , Just at the manent it is not c;oing there; it is 
not being diverted over into furniture . 

H.l!.JR: And I v1anted to tell - I mean I discussed 
this wi t h the President, and the President himself is 
tremendously interested in this thing and wants to get 
everything that I can get. I discussed this thing with 
him Friday, and he is very keen to know what is going 
on; so the first copy, whatever you give me, will go to 
him. 

DR. LIKERT: Fine. 

H .~.JR: I mean the f irst copy. 

DR. LIKERT : I will give you an over-all s~a~y, 
if you uant me to, of the conditions, pretty spe~iflcally, 
up to this point - I believe up to a week. ag~ to?AY· In 
other words our interviewers were intervuwlng 111 general 
on this problem up to a week ago today, on the whole 
economic adjustment of rationing . 

H.M.JR: Up to the 18th? 

DR. LIKERT : Yes . 
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J!. l.l.JR: You can? 

DR. LIKE!n': I think I can have that read¥ for you 
in a day and a half or two days' time. 

H.L!.JH: Then you could give me another one in 
another week? 

DR. L~RT : It might be ten days to two weeks 
because it w1ll take me a day or two to get re-oriented 
on that and that material, and by the middle or the 
latter part of next week I can give you that, 

J!.t:. JR: Where are you going to pick this informa­
tion up? Are you going to pick it up out of stuff they 
are doing? 

DR. LIKERT: For three weeks prior to this last 
l!onday rte were interviewing on the whole matter of 
rat ioning, savings, savings bonds, what people are 
doing vtith their money, whether they felt they. had 
more money than they had a year ago, and if so vthat 
were they doing tli th it. 

V:e found, for example, that a third of the people 
felt, on the basis of the preliminary tal:ulation over 
one city - a third of the people felt that they were 
making more money than they were making a year ago, but 
mos t of them said it was just about equal to the increase 
in th~ cos~ of living. Tnat is one of the facto:s th~t 
I believo J.s going to be present in this whole Sltuatlon, 
that while there has been an actual increase in the 
purchasing power of my, income - we will say I am an 
average worker and I am not conscious of that increase, 
in the sense that I feel that the cost of living has 
about balanced it . Actually I am living samevtbat better, 
but I don 't recognize it . 

Secondly, we know that there bas been a feeling on 
the part of many people that life has been pretty tough, 
that this depression has been kind of hard, and now that 
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they are back where they ought to be they want to buy 
some of the things they have been waiting a long time 
to buy. So there is some of that; whether that can be 
readjusted I don't know, but I do know they are looking 
at this as a period where t~ can do some of the things 
end buy some of the things tlley want to. 

H.U.JR: This three weeks' interview - at whose 
instigation are you doing that? 

DR. LIKERT : That is one we insti tuted ourselves, 
VIe thought it important . 

R.M. JR: For the Deparbnent of Agriculture? 

DR. LIKERT: No. 

ll.l!. JR: Just on your own? 

DR. LIKERT: It was part of this work for OFF. 
Vfuat we did is we suggested to OFF - this whole OPA 
rati oning program, and all that type of thing, price­
control program, was brewing right at that time; 
therefore, we felt the work ought to be started at 
that t ime, and consequent:cy we under took this three 
neeks• interview. 

H.ll.JR: Well, that is r:J1 good l uck. 

DR. LIKERT· Yes it was just t imed - we tried to 
time it in te~ of what seemecl to be a crucial llroblem, 
and evidentl;y we have hit it eo that it was crucal. 1'/e 
ought to be able to give ;you some information . 

H.M.JR: You think b;y the end of this vteek I can 
get a sllllml&r;y? 

DR. UKERT: We can give you an over-all pic.J;ure . 
That is in the process of analysis and is bae~d on about 
seventeen hundred interviews. The material w1ll be. 
anal;yzed, and more complete reporte, much more deta1led 
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information, will be available along about June 16 -
June 19 or June 16. 

H.M. JR: Well, I can get the over-all this week. 
I am just interested ill how you - what staff do you 
use? Is your staff USDA? 
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DR. LIKERT : We were set up - yea, we are in the 
Bureau of Agricultural Econc:mios, and when UacLeiah 
want in at OFF he asked us if we could and would do work 
for him. We misjudged the situation a bit so f ar as 
Agriculture funds were concerned, and r.e had spent most 
of the money we had available when the firs t half of 
this fiscal year was over of Agriculture funds; and 
certain other defense funds that i t had looked very 
much as though we would get we did not get. So we told 
J.!r . MacLeish we would be very happy to do work for him, 
and consequently we are doing all of our 'M>rk now f or 
OFF . 

H.M.JR: One other question, how many skilled 
people have you got - I mean not counting stenographers 
or clerks, how many people? 

DR. LIKERT: Professionally- t rained people? 

H.U. JR: How many professionally-trained people 
are you using? 

DR. LIKERT: We are using a f ield staff of approxi­
mately fifty people, and we hive about thi rty:-five 
people here in Washingt on, profeaaionally-truned people; 
wi t h the clerical people we have a total staff of one 
hundred and seventy. 

H.M.J R: Of those, eighty-five are the skilled? 

DR. LIKll!n': Eighty-f ive to a hundred, depending 
on llhere you draw your margi n. 

H.lf.JR: About a hundred. I just r.ented to get 
some idea . 
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Well1 that wouE be very helpful, and do you think 
you can tnen f ollow this thing up? 

DR. LIKERT: I think that could be possible . What 
I would like to do is I woul d like to go over and check 
the plans and commitments we have to other agencies, see 
where we stand a1 man power, and then I may want to give 
your secretary or Mr. Haas a telephone call suggesting 
you get in touch with Yr. Kane. He is the person who 
has the authority, so far as OFF money is concerned, to 
say to spend it on this or to spend it on something 
else. 

H.M.JR: Just work with Haas, and he can get it . 

DR. LIKERT : I may want to suggest you call Kane . 
I think it is perfectly feasible . I think it is the· 
kind of thing that can be done and ought to be done1 so 
th& t it is a question now of working out the plans 1n 
such a way - the whol e purpose of this thing is to do 
the job, as I see it - our whole function is to get the 
information that is most important t o the major ad­
ministrators in the Federal Government on problams of 
major impor tance . 

H.U.JR: These are two pretty important ones. Tbe 
one on the reaction on the tax bi ll of course interests 
me more than it does anybody else, but the other question 
interests half a dozen agencies . 

DR. LIKERT: That cuts across all the major agencies. 

H.U.JR: That is right . 

DR. LIKERT: Very well. 

H.li. JR: Now, when you have this over-all picture 
I would appreciate it if you would come in. I would 
like to go over it with you myself. 

DR. LIKERT: Fine, I will do that . 
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RMJr: Hello. 

Ooera t or: Senator McCarren. 

fllo!Jr: Hello. 

Sena tor 
~:cC11rra n : Hello. 

:nur: Morgenthau spealUng. 

:~c: Yes, Mr. Secretary. 

Mar 25, 1942 
2:46 p.m. 

HMJr: Senator, I wanted t o carry cut"GIJ end or the 
bargai n with you when I waa up there the other 
day. 

!~o: Yea. 

HMJr: And Donald Nelson brought up the ouestion at 
Cabinet about getting some more silver from 
the Treasury. 

J~o: Yes . 

HJ.!Jr: And I said that I couldn't do anything unless 
I firs t put the pro~oeal to your conm1ttee . 

l'c: Yea. 
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HJ.!Jr: Now, I wonder whether it would be conven1er.t 
tor 70u gentlemen it Mr . • ~elaon and J esse Jones 
and I could come up there aomet1me Wedneaday 
morning. 

!~c: Yeah. Wednesda.Y morning len' t ao good, but I'll -
Just because or other engagements, but ..... 

HMJr : 'II ell, we 111. ..•• 

Mo: How would either Tuesday or Thursday? 

HMJr: Well , Nelson can't do 1t Tuesday, but I'm sure 
be could do it Thursday. 

He: 'llbat do 1ou ea7 we make 1t tor ThuradaJ? 
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I!MJr: 

Me: 

KMJr: 

Me: 

I!MJr: 

Me: 

I!MJr: 

Me: 

Hl!Jr: 

Me: 

- 2 -

Well , we'll uke 1 t !bure4a7. low, wba t t1ae 
w1ll that be? 

Well , I would euggeet ten o'olook. 

Ten o 'clock Thureday. 
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Yea. I'll call them all together 1n the I ndian 
commi ttee r oom, where we were before. 

All - Indian committee room. R1ght. 

All r1&bt. 

Thanlt you. 

Thank you. I'll go at 1t. 

Thanlt you. 

Thank JOU very much. 
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HMJr: Hello. 

O~•re tor : Mr . Sproul. 

f'li.Jr: H~llo • 

. 4ll~n 
s,r oul : R~llo , l/.r. Secretary. 

!!l'Jr: !low are you? 

~ : F'ine. 

"W.Jr: 'liell, "e seem to !:lave hit 1 t oret t;t 1''111 on the 
n~e- . 

S: '\leht on the noee, I t hinlt. 

l!l:Jr : Yea b. 

S: The m~rket ' s taking it very well , without a quiver. 

l!MJr: 

S: 

l!Y.Jr : 

S: 

lO!Jr: 

S: 

<r.<Jr: 

Uh huh. When do you think we should close? 

I think you ought to close tonight, alth'lugh 1 
think Bob Rouse wo•1l d hev• 11 better reel or that 
than I have. 

I s he a r ound? 

YeP , be ie. 

I e b• t here now? 

No , b•Jt I can get him on tne phont f'lr you. 

Well, why not let him talk to Sell. B~ll ' e here 
with me, and I'll have Bell o~ll hlm wh•n he goes 
bROk. 

S: Y~ah . I oheokecl that tlr&t atetem,nt , because 
this being an exchange ~n~ som~ or th• holders 
bei ng out ar ound the country, although most of 
i t' e in the hande of the bsnks , yet there migh t 
be some quPstion on it, ao !'d rather have him 
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Hl!Jr: 

9 : 

:W.Jr: 

S: 

"Y.Jr: 

S: 

'fMJr: 
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e?eak t or himaelt. 

·~"lll, Dan said he ' a he en tnlking - he Just handed 
me a note - to Rouse, and he e~id thAt they think 
1t should close tomorrow night, exoeot t or the 
twen ty-fiv~ thouaan~. -" fell , I modlty my stllt~ment to ogree •• lth that, 
because on second thought I thi nk 1t- ther • ' e 
no hurry on it, and it would be better to give 
them a little mor e time. 

iell , we coul~ announce it tonigh t that •.•.. 

ThAt 's right. 

..... we're going to close t o:or row night. 

I think that would be good to that there ~ouldn ' t 
be any ~xcu!e t or straggl ere. 

Except t or - (talks aside J twenty-t1v•. '.'/hat are 
you going to do , give them an extra dey? 

D. B•lt : Give them en extra day. 

ffi!Jr: He wante to give the twenty-t1ve thousand dollar 
boys an extra dey. 

S: ·.rell, the t' e good, t oo , b~cauee t hey sometimes ar~ 
elow on the p1ck- uo on th1• th1n4. 

!P.~Jr: Juet on 3ome Cwner's Loan. 

S: Y•ah. I think that makee a good orogram. 

P.HJr: 

S: 

Hlo!Jr: 

S: 

Al1 right. Then Dan'll go eh•ad v1th i t. You see, 
Dsn' e got thie twenty-t1v~ thou!and dollar thing 
from the President, you see. 

He ' e wh8t? 

Rl~ twentv-tive tho~eend ~oll&r t1gur, , he go t 
that from' t he President. 

Well, thAt ~oeen't s t reet any ot ue any mor e . 
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Hl'Jr: (Laughs) I see. 

s: Y?u 1ve out uP all down to tlv.lt Anywey. 

HMJl' : (Laughe) I see. 

s: (Laughs) 

'!V.Jr: ··I ell , I '11 ha ve !lpn go ahead on that baele. 

s: I think it ~ak~e a g?od ~rogr~~. 

'!1-!Jr: Ri ght. 

S: All right. 

RY.Jr: Th11nk you. 
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INTERNATIONAL STABILIZATION FUND 

Present: Secretary Jones 
l.!r. Coe 
.l.!r. Feis 
J.lr . Bean 
Mr. Pasvolsk;y 
llr. Eccles 
~. Goldenweiser 
J6r . B. Bernstein 
Ll' . Foley 
Wr. White 
J.!r . Bell 
J.!r. Southard 

J.!ay 25' 1942 
3:05 p.m. 

H.M. JR: I guess everybody is here that we expect, 
nren ' t they? 

lffi. WHITE: Yes, everybody is. 

... 

H.J!.. JR: We sent out to everybody here a preliminary 
notice of what we had in mind. I had shown it to the 
President, and he was sufficiently interested that he asked 
me to take it up with the various departments and study it, 
and come back and talk to him agai.n after we had gotten the 
advice of the other departments. 

Inasmuch as Harry White i s carrying this study for me, 
I think you can go ahead, Harry, and talk a little bit . 
Talk loud so Mr . Jones can hear you . 

MR. WHITE: All right. 1'/hat we have done is to explore 
the groundwork for the suggestion for the establishment of 
an int ernational stabilization fund and an international 
bank to meet the needs that we know are ~oing to arise. I 
think, as indicated in the memcrandumithere are ·certain 
aspects of the problem that are clear y enough marked so 
that we could go ahead with some preliminary discussions, 

..... 
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in the hope of eventuallf working out the kind of arrange­
mer.ts that could be put into operation t he moment the need 
arises. That isn't true of a great many of the kinds of 
~roblems that we will have, because they may await the 
aevelopcent, further cla.rification, of the outcome of the 
war, which we are in no position to have sufficient 
accurate in!ormation on. to ~ustify m?re than a good

1

deal 
of the prehminary exiUillnatlon that 1s already going forward. 

There are substantial areas of the post-war problems 
which are being studied and will continue to be studied by 
various groups who are working on it, but this particul&r 
area is concerned, as i ndicated, with international stabi­
lization funds and with the provision for credit needs. 
It is one that we have delved into sufficiently to feel 
that enough work can be done to hope for a definite, 
specific proposal to be worked out by the various govern­
ments. We didn't want to initiate it until we were sure 
in our o1m minds that something could be worked out that 
had the chances for working successfully after it was 
initiated. We think we have eone far enough along that 
path to fee l some assurance that something can be worked 
out of that character, but what 11e have done is purely of 
an exploratory nature . 

\Vhat it seems to us the next step ~hould be is to 
take that material and put all the minds on it that are 
interested in the s1.1bject, and see whether wo can' t work 
out something that 1'1ill meet r1i th the approval ?f all 
those who will have a say on it. A! the same t une,_and 
while that is going forward, there 1S need tor work1ng 
out the agenda and the modus operandi for getting the 
var ious governments to focus on the problem. 

This particular proposal, as is clear f rom the memo­
randum differs from I think, most of those that we have 
ever c~nsidered, in that it is an intragovernmental matter. 
It is something which the Un.ited States would onlf be one 
of the participants, obviously one that would be v~~ 
important and yet i t would only be one of the part1c1pants. 

It is something that requires for its success thought, 
participation by a group o! nations, and so it is~ 
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Mr. Secretary, t hat what we first might do is ask you 
to appoint a subcommittee , an informal subcollllllittee, 
that could begin working on the siecific suggestions 
that are before us and other spec fie suggestions that 
might be forthcoming from the various or~nizations 
after we once started to study the particular plan. 
Then we would be able to report back to you in the near 
future something that had either n substantial measure 
of agreement or in which there were incorporated the 
various ideas which would be forthcoming from the various 
technical men who would be working on it from the anpro-
priate oreanization:J . • 

At the S8.1lle time, that committee could go forviBrd 
with preparing an agenda, which you then could consider 
from the pbint of vie11 of its adequacy and appropriate­
ness for a possible international conference to be con­
fined to those specific monetary and credit oroblems. 

7/e have some material to begin with, and more will 
be forthoomine very soon. If you do appoint a subcommittee, 
we can add to that very quickly and be able to have some­
thing much more defini te to say to you within a couple of 
weeks . · 

H.M. JR: I would like to ask Ur . Jones first what he 
thinks, if t here are any questions he wants to ask, and 
if he thinks that is a good way to proceed • 

• 
~. JOlffiS: I think it is the proper w~ to proceed. 

I think certainly the subject is one that should have 
attention, and I t hink this sucecstion of his to appoint 
a committee to be put to work and get together and exchange 
ideas wi th us- -

H.ij,JR: Do you think it will be all right? 

liR. JONES: Excellent. I think it is very timeq, 
a very necessary, thing to be done. 

H.M.JR: You think it is all right? 

l!R. JONES: I think so. 
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H.ll.JR: Who would represent you? 

~m . JONES: I t~ink I would suggest Clayton. 

H.M.JR: Mr. Eccles , what would you think? 
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MR. ECCLES: I feel this is a very i mportant problem, 
and certainly we can't wait until we are confronted with 
the problem after the war to deal with it, We have got 
to be as wel l prepared as we can be, and unless ~diate 
studies are undertaken and a program worked out, certainlf 
we m41 wake up and find that we are thoroughly unprepared 
to deal with the pos t-defense problems, which would be 
very unfortunate. Of course we have given some thought 
and discussion to t he i nter-American problem over the 
last year or two, and we have a proposal to establish an 
inter-Ameri can bank, which, of course, has not yet been 
undertaken. 

As I get it , this problem here envisions a world 
situation rather than an inter-American--

H. U.JR: That is right. 

MR. ECCLES: •• • situation, and would t herefore take 
the place of or absorb, possibly, the inter-American bank 
idea. 

IIR. \'IHITE: It might be supplementary. 

IJR. ECCLES: It might be . Of course you have like­
wise got the BIS, which was a world bank that we didn't 
varticipate in as a government, but our pr i vate banking 
1nterests did. That has still been kept intact, and I 
suppose consi deration should be given to that situation. 
In any case it is quite clear that there are very many 
important international monetary and exchange probl ems! 
and they can' t be worked out without a very comp:ehenSlve , 
and what may appear to be a very radical innov~t1on from 
anything that we have thought of or conceived ln the past 
on the basi s of the operation of an international eo~d 
standard. It is in another world; we have no bluepr1nte, 
and I think we had better start getting them • 
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H.K. JR: Is it agreeable to you that we go ahead? 

1ffi. ECCLES: Very much so. 

H.M.JR: Who would you care to have represent you? 

IJR. ECCLES: Well, I hadn't had a chance to discuss 
this matter with the Board. I just go t this Friday and 
discussed it with - Thursday - discussed it a littl; 
with Dr. Goldenweiser, asked him to go over it. If agree­
able to the other Board members, I would think that Dr, 
Goldenweiser should represent us, and possiblY select 
such members of the staff who are familiar with these 
international questions. 

MR. \'IlliTE : Exactly. It would be very helpful if 
we could have not only Goldenweiser, but some other mem­
bers of his staff. 

four 
this 

J.lR. ECCLES: We have Kindlebereer and Gardner, and 
or five fellows IVho have devotod their whole time to 
international question. 

H.U.JR: Will they have time? 

~t . ECCLES: Absolutely, this is the most important 
thing in the international field from a monetary stand­
point, and· that is their job. 

Subject to the arproval of the Board, Dr. Goldenweiser 
can select such members of the staff whose services can 
be used. 

H.M.JR: Are you talking for J.lr , Wallace? 

MR. COE: Talking in a very tentative way for him, I 
think there is no doubt that we are very glad to see t~e 
Treasury raising this, and we also think that from a f1rst 
hasty look the two problems carved out are ones where a 
good deal of spade work can be done and should be done -
very much. So we echo what ~. Eccles said. 

Aa to the particular person who would be assigned, 
I couldn t say. 
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H.M. JR: I take it he is sufficiently interested 
that he would appoint somebody? 

UR. COK: Oh, yes, indeed. 

H.N. JR: And last , but not least, the State Department. 

L~t . FEIS: We, too, thi'i! that the time has come to 
pursue this study, and I don t know any better way of 
doing it than the one you suggest. We have a f ew very 
brief requests or observations, ,that we have got ahead of 
us, by which I mean the Gonrnment has ahead of us in the 
near prospect, two s~ries of discussions. One is regard­
ing relief, and one ~s regarding general economic relations 
as spelled out in article seven of the Lend-Lease agreements. 

II.J.f.JR: lo!ay I interrupt you? What do you mean by 
relief? 

MR. FEIS: Relief for the present occupied areas 
and other suffering areas, probl ems of organization and 
of policy in that field . The commencement of discussions 
is in the near fUture, and the commencement o£ the other 
discussions, in a very informal way, are also in the near 
fUture . Both of those mat ters 1fill hFe their financial 
aspects, their credit aspects - I don t see any monetary 
aspects, but there are credit aspects, and so cert~in11. 
the plans and conclusions that the committee that ~s golDg 
to work on this job will develop ousht to be fit ted in as 
closely as they could, and the group sort of keep in the 
closest possible contact in the conduct of their work. 

Secondly, when and as it seems that the work has 
gone far enough to warrant acting on Mr . ~te'a thou~t 
that we might want to assemble an internat1onal group- . 
at that time the Secretary said that measure would obv~ously 
have political significance, good or bad, perhaps quite 
possibly all to the good, and at that time we pre~ume.that 
before any move was made you would aisouss it aga1n Wlth 
him about the matter. 

H.U. JR: Of course, I m.ean, any political aspects--
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~m. FEIS: Wall, getting together of anr inter­
national assembly at this time would provoke a political 
question. 

H.JJ.JR: I think What I would like to do as I say 
is have this committee proceed, and just as s~on as they 
have got aeything to sar, let us knolv. 

L!R , JOJlRS: Let Harry be the chairman of the com­
mittee and call them when he wants to • 

• n.U. JR: That is right ; and then just as soon as 
they have got aeything, we could meet; and then if we 
eot along far enough that we had a plan, maybe ~ . Hull 
could mee t with us . We would be verr glad to go over and 
have the meeting in his offic~ . 

YH. FEIS: May I ask Mr. Pasvolsky if he has anything 
to add? I haven' t had a chance to clear with him. 

!JR. PASVOLSKY: I think that is entirely our· feeling 
· in the matter . The Secretary is very much pleased that 

this sub ject is going to be subjected to a ve~J serious 
discussion. It obviously needs it , and obviously the 
first stage in the procedure is to determine our own 
attitude and our own course of action. For that uurDose, 
it seeos to me that the plan proposed by !!r. '.'lhite is 
admirably suited t o the si tuation. A comcittee like that 
really ought to be able to nroduce fairly ouickly so~e 
tangible results that could. be the subjec f of discussion, 
and then obviously there will be another technical stage. 
Probably you might want to talk to the technicians, tech­
nical expert s of other countries. Our conferences always 
fail because they are not well prepared. This is one 
that we have an opportunity to prepare very well. 

H.!.I. JR: If this one comes into being, i t will b~ 
the first one I have ever participated in, so I want 1t to 
be eood. 

UR. JOllRS: So you haven • t any advantage over anybo~ 
else? 
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H.M.JR: No, but the advantage of the experts who 
have gone to these international country clubs for years, 
There is one thing I would like to say, and I nope the 
State ~partment will concur in this '- the thought t hat 
I had in mf mind· was that if we went ahead with this, 
this would be a substitute for the one which was suggested 
down at Rio for North and South America; if we were going 
to do this, we wouldn' t want to do the one that was sug­
e;ested at Rio . 

L!R. \'JHITE: L!r. Secretary, what that resolution stated, 
you remember, was that they would participate when this 
was arranged, so it wouldn't be so much 'a substitute. as 
it is the anticipation of their participation. 

H.ll.JR: Whatever it is, if this takes place, it 
wouldn ' t be one for North and South America. 

J,Ol . FEIS: You mean by this an international gather­
ine;? 

H.M. JR: Yes. 

MR. FEIS: I think we feel, subject to some further 
presentation, of that - subject to some further presenta­
tion, I think we would feel that was up to the Treasury 
to decide whether they wanted Rio. 

H.U. JR: What I meant was this, that if after care­
ful consideration the President decided that he ;.anted us 
to go ahead with this, that we wouldn't then also have one 
for !forth and South America. That i s what I meant. 

Lm. PASVOLSKY: Probably not. 

MR. WHITE: They would participnte in this, as 
indicated in their·resolution. 

MR. PASVOLSKY: That resolution was very carefully 
worded from that point of view. 

E I thlnk so . You remeober that we worked !JR. WHIT : 4 

over that. 
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!JR. FEIS: I would sar t hh Wl:f• 7ea, unless you 
yourself thought there was something to be done between 
the American states that ought to be done through Rio 
machinery, as I think perhaps there might be. I don't 
think you can tell . '": 

H. l.t. JR: Well then, 'H it is agreeable to ever.,bod7 
and I take it that it is - Mr. Bell, excuse me-- • 

!JR. BELL: It is all right with me. 

ll . l.!. JR: Have I left Uf1 loose stitches anprbere? 

ua. BZLL: ITo, I think a subcom:nl. ttee is all right. 
I think the subcommittee is a good thing. 

H. I.I. JR: Well then, supposine "e go ahead with J.lr . 
i'lhite as chairman and proceed as rapidl7 as our intelli ­
gence wi ll permit us. 

J.IR. WHITE: I have one request, !.lr. Secretary. The.re 
are in Washinron, fortunately , at this time, two or three 
men, or a hal a dozen, at least, who do not, I think, 
possibly belon~ to the specific agencies and yet by virtue 
of their train1ng and experience eight be of considerable 
help in the preliminary stages, and what-not. Since I feel 
this needs as ~ good heads as possible to get it to~ether, 
would it be all ri~t if we called in some of these men in 
their expert capac1ties? 

H.!l. JR: lien in Gover1111111nt employ? 

MR. WHITE: In Goverlllllent employ, but a. good deal of 
their training has been in this particular f1eld. 

II.M.JR: All right , Thank you very much. 

Am. BELL: Keep it out of the press . 

l.'R. \'IlliTE: I certainly won't give it an;r publicicy. 
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TAXES 

Present: 
Mr. Sullivan' 
llr. Grana " 
Mr. Bell• 
J.lr. Vlhl. t e • 
lllr . Blough• 
Yr. Paul' 
llr. Haaa' 
llr. Kuhn, 
lir. Tarleau • 

May 20, 1942 
5:~ P·•· 

H.M.JR: O.K. , gents . ~aul , the audience is 
yours . 

MR. P!ut: I don't even know the purpose of the 
meeting. Is this a continuation of our meeting this 
morning:' 

H.J.l . JR: I hope not . Jus t give us a report. 
You went up on t he Hill. 

~. PAUL: ~e went up there this morning. I 
talked with Daughton and Cooper on this January 1 
date and they quite readily agreed, and Cooper put 
the date January 1 in his motion. 

MR. BLOUGH: By unanimous consent . 
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MR. PAUL: It was by unanimous consent . It was put 
on the ground of convenience to the Commissioner and 
convenience to the taxpayers. 'there was none of this 
motivat ion that we had discussed in this room. (Laughter) 

H.M. JR: Who was he looking at when he said that? 
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MR. PAUL: AnJway, t hey f inally came to a vote 
after a lot of discussion, just around noon t iae ~d 
I was told later this afternoon by Robertson - the 
vote was to postpone consideration of wi thholding 
at the source, and I ••a t ol d by Rober tson that t here 
were five or six vot es on Cooper's motion; that he made 
the motion and t hat the rest of them had mail over the 
week end which protested withholding at the source, 
and they wanted to think it over longer. Robertson 
said he had the votes Friday, but over the week end · 
we lost ground. 

H.~.JR: I t is wonder ful what this f ellow Harry 
White can do ovrr one week end. 

IIR. WHITE: Fast worker. 

MR. BELL: I was just going to blame Harold Graves. 

MR. PAUL: Then this afternoon, all the afternoon, 
the estate tax--

H.M.JR: Wai.t a minute . Wait a minute . We are 
not inter ested in the estate t ax. We are all alive, 
I hope. What does this mean now, because this is big 
stuff as far as we a.re concerned. Vohat is going to 
ha.ppen? 

IIR. TARLEAD : It will come up again. W$ are going 
to have a postponeaent of this, I should say, ma.Ybe for 
about a. week; we are taking up estate taxes and then 
excise t axes , and t hen they will probably come bac~ to 
this again. So it may come up again next week or ~t 
may be postponed longer ; but next week they will bring 
the matter up again, I should think. At least that is 
a poaai bility. 

MR. PAUL: They want to read some more mail . 

MR. TARLEAU: Robertson said - he suggested we get 
people to send mail to him on our aide. 

H.M.JR: Which is our aide? (Laughter) 
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UR. T.lRLE!U: I don't lmow, I thought we had one 
until thia aorning. (Laughter) 

H.1.1 .JR: I just went ~u to know that I had no 
communication with Barrr White until he walked in the 
room here, 

J.IR, PAUL: I would like to han JOU know that 
had I known this morning what was going to happen I 
would have pretended that I would ver7 cleverlJ get 
that postponed. (Laughter ) 

MR. BELL: You did a good job, kandolph. 

WR. i]ITE: I had confidence in 7ou. (Laughter) 

H.K. JR: Well, Harold, 70u see just what you can 
do with a little persuasive power, see? Do 7ou want 
to send your people, your State chairmen, a telegram 
tonight or not? 

MR. GRAVES : Well, Kr. Blough and l!r. Paul just 
got back and ! - just before you sent for us I had finished 
talking with Roy, who promised me a memorandum that I 
could use as the basis for it . I think to1110rrow will be 
plenty of time. 

MR. WHITE: Will that be public information in the 
pre as? 

MR. KUHN: It is in the papera already, the front 
page of the Star, that they had postponed i t. 

H.K.JR: I don't know whether these people are 
interested, but I am, on what happened in the after­
noon. 

MR. PAUL: 'rt was just a pretty bad exhibition. 
We put forward our arguments on the estate tax, and 
various agreements we had with Stam, but the place 
where we didn't agree with Staa was the rate structure, 
and we were accused b7 Boehne of bringing back the shades 
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of llue;y Long, and i t is obdous that the oo.ai ttee -
Stam oppoaed &nJ increase in the State tax rates, and 
it is obvioua that the committee ia hostile to &DJ 
substantial increase. That lS two hundred and eight;r 
mtllion dollars gone. 

MR. TARLEAU: Is that two hundred and eighty million 
gone? 

IIR. PAUL: Yea . 

~. TJJUE AU: The;r are willing to lonr the exemptiona . 

lolR. BLOUGH: It ian ' t . gone 11t, I don't think, al-
together. 

lo!R. TARLEAU: Does that include lowering the exemptlona, 
Ro;r? 

MR. BLOUGH: The exemptions - ao far as the two 
hundred and eight;r million is concerned, the exemptions, 
if anything, are being increased on t he average . 

H.I(.JR: Well, ;you fellows look glooDcy" tonight. 

WR. BLOUGH: We are being defeated with proper 
regulari t;r. • 

WR. WHITE: With aplomb? 

YR. PAUL: It was pretty bad. It is obYious that 
thla committee - thia ia the moa t hoatile it baa been 
t o an;y change . 

YR. BLOUGH: Well, laat ;rear the;r were, too. 

loiR. SUWVJII: S•e t hing last year - you are going 
to get·· 

YR. BLOUGH: The only thing waa Treadway w~an't there 
t o bring in his hotel managers, hotel illustrat1ona, today. 

H.M.JR: Well, I wanted this group to get it fresh, that 
waa all, right froa the horae'• mouth. 
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IR. SUWVAN : Qid 70U get the notice of the ueting 
Thursday night at eight o' clock on joint tazea7 

H.M.JR: No. 

MR. SULLIVAN: 
Jcnow about thia? I 
him. 

I gave it to Stephens. Do rou (Paul) 
am going over the whole thing li th 

MR. PAUL: Ye~ . That is a t otally different thing. 
I don't have an,.thing to do with that , 

H.M.JR: I just want to make sure nobod7 is affected. 
I am going up there Thursda7 night to, supposedly, an 
executive session, but I hope not, to tell these people 
about how the Treasury is going to treat excess war 
proti ta made during 1941. Is that right, John? 

MR. SULLIVAN: That is right. Now, you will. have 
a general statement l aying down the guideposts, and I 
think that we should have that prepared for distribution 
because if we are going - if we are going to go beyond 
just punishing the people who are guilty and warn other 
people what not to do, t hat should receive very wide 
publicity, that statement of yours. Then beyond that the 
Commissioner or I will present about six or seven cases, 
the first of this series. 

Now, the CoDDissioner and I are going over the budget 
tomorrow morning at te.n o'clock, and when we get back 
we are going to work on 7our cases. We aa7 want to 
diacusa with 7ou the adviaabili t7 of having the a tat~- • • 
menta on those individual cases drawn up as corporation A 
and corporation WS" , so the name doesn ' t appear, and just 
let some of this out so the7 will lcnow what we are doing. 

' 
H.M.JR: Well, in appearing before that committee I 

would have the name on i t. 

~ SULLIVAN: Yes, but I mean, have it prepared for 
them, if the7 wish to use the other. 
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MR. P.t.ULz You aaid exo .. • •r protlh- I dicm't 
quite understand. 

lm. SULLIVAN: I didn't 117 that. 

MR. P.t.UL: ~Secretary did. 

MR. SULLIVAN: ~ell, these are oases like Jack and 
lleinh casu. 

liR. PAUL: Salary cases\' 

liR. SULLIV.AN: Salaries and !WI)' o~)l,r things. 

H.K.JR: Salaries I.e only part of it. ~ melD it 
is what tbeae people ha~e done ~ get rid of their'excoaai•e 
war profita through eTaaion. · 

MR. SULLIVAN: 11e have got a telephone operator who 
jumped from thirteen hundred to sixty-eight hundred, on 
the switchboard, and ia atill on the switchboard doing 
the same thing . 

I!R. PAUL: Do you think that wi.H han any backfire, 
Roy, in respect to their saying, "Let's lower the ratee, 
then"? 

loft. BI.DUGH: I don't know, but I ahouldn't think it 
would. 

H,K.JR: The purpoae ie thia: J. want to show that 
t r.e Treaeury h uldng full uee of all the 1• which 
they han ginn ue. See? The reaaon I u bringing it I 
now I.e - God, if anybody baa got any doubte, it I.e 
a1moat too late, but not too late. 1 mean, I want to · 
show that we han got thia thing and we are on the job, 
and here I.e a corporation that showed, roughly, a hundred 
and thirty thoueand dollar• - paid a hundred and thirty 
thousand dollars tax and we are adding nine hundred 
thousand more. Is that right? 

MR. SULLIVAN: On the agent'• reports, we increased 
Jack and Heint~· tax from a hundred and aeYenty-one thousand 
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to a million seventy-six thousand, an ino~ease of about 
nine hundred thousand. On going over it here, we are 
afraid that the agent was a l i ttle zealous and disallowed 
some things he should have allowed, so we are only in­
creasing Iiis tax between six and seven hundred thousand. 

H.M.JR: Still very good. 

MR. KUHN: Ia that t o be given to the paper s as the 
initial statement? 

H.M.JR: Ferdie, another reason I am bringin~ this 
up is I want thea not later than tomorrow to get 1t to 
you so it can be written in newspaper fora, because i f 
it is written in newspaper fora it will be clear, and 
the idea is, I am going up before these people. I 
haven't got the authority to gin it to the newspapers, 
but they have. Am I right? 

MR. SULUVAN: No, I don't t hink they have . I 
don ' t think they can give them out. I think you thought 
that if they got these tough oases they would talk 
enough so that it would get out . 

H. loi . JR: Well, at least we are going to lay it on 
the line. 

MR. PAUL: Don't they have the authority if no 
names are mentioned? 

YR. SULLIV!N: I don't think they have ever exercised 
that, have they, To~? 

. 
KR. TARLEJIJ : 'flhat is that? 

MR . SULUVAN: Giving out the namea of taxpayers. 

MR. v.HITE t No names, just giving illustrations, 
just giving the illustrations, of course. 

MR. SULLIVAN: That is ~l 1 proiose to do over the 
statements, as corporations A and~ • 
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H.M. JR: I Juet want to make eure t hat aa far aa 
Paul ia conoernea-~ 

272 

YR. P!UL: I don't aee any oontliot there, do you? 

MR. TARLE!U: No, rather it might be helpful be­
cause with the high rates we will still manage to keep 
the thing under contr ol through the Bureau, 

YR. KUHll : Couldn' t the statement come oltaa written 
or would it be in the form of Leon Henderson's t estimony? 

lo!R. 9JLLIVAN: No, tirat the Secretary aakea a 
statement which can be publishe4 because it refer• to 
no particular - namee no corporations; it outlines the 
evils and indicates how we are progressing to prevent 
the repetition, what we are doi~ to those companlea 
that heve offended up to now. Then whsn he gets through 
with that statement, which cen be mede public , the 
Commisaioner and I will go &head end present in deteil 
the atetements on the first of these five hundred companiea 
we heve investigated. 

MR. WHITE: You are sure the perticular illuatretiona 
you use - you heve got authority, sound ceaea, and there 
aren ' t extenueting circumstances of one cheracter or 
another . 

MR. SULUVAN: Yea, we are picking the caaea we are 
surest of, Harry, and that will not be made public. 

H.W:JR: Well, anywq, the thought, Ferdie, that 
I have back of the thing is, because this happens to 
be mf own idee that I want to do this - tb&t I , •• 
Secretary of the Trealurf, aa going to use every bit 
of authority I ~ve got to take the profit out of war. 

YR. KUHN: I think it is very important to come out 
with th&t publicly. 

H.W. JR: I want you to say it, thet I want to use 
everything I have that Congress ha• given me to uae, 
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every e!!ortf to take the profit out of' war. Jnd here 1 1 
a oonoern - Mill, the{ are ju.t aa vloiou. as they can be 
in thei r 111tbod of' end ng the li.w, 

MR. KUHN: Jll that you laid aQput the attitude of' 
labor toward manage.ent ' • profits 11 borne out by all 
the public opinion aurve71 I have seen . It is the biggest 
single reason !or labor diseatla!aotlon with production. 

H.!.!.JR: .lnd I think ay doing thie ought to help 
Harold ae much ae any single thing that I can do, 

MR. SJLUVAN: I think 1 t wi ll help Randolph, too, 
Yr. Secrehl'1· 

KR. PAUL: It might help us with the twenty-f ive· 
thousand lWtation if' we. had any hope there, but we 
haven't. · 

H.U:. JR: Would or would not? 

MR. PAUL: Would. 

H.M.JR: Please, Ferdie, get on thle thing tomorrow, 
and drop everything else. 

UR. KUHN: Good, I am keen on it. 

H.U.JR: I mean, drop all of' this folderol that you 
and I play with nor.ally, will you? 

II!R. lUBN: .lll right. 

H.W.JR: I sean, that we normally play wi~h, end 
get on this fro. now until .it is !inl•hed. 

YR. KUHN: I .. keen on it. I think i t is ve17 
lmporhnt. 

H.W. JR: And then let everybody elu in the rooa 
see i t - have a crack at it. 

KR. l UHN: Who has got it now? 

• 

• 
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)IR, SUU.IV .AN 1 I hue 1t in 11,1 auk. I aa going 
over 1 t 'IIi th Co-Iaaioner liel Yering to1110rrow forenoon, ana 
then I wi ll bring it tD to JOU. Tom.r haa workea on it · 
ana Hoy haa worltea on 11:, 

H.J,I . JR: Thank JOU all. 
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l.lay 25, 1942. 

TO: Secretary Uorgenthau 

FROU: Harold Graves 

With reference to your inquiry of this 
morning: 

278 

Joseph Willen is Executive Director of the 
Jewish Federation, of which George Medalie is Presi­
dent . }Jr. lledalie t~ade J.lr , Willen available to the 
liew York Committee for special work on F and G 
Bonds. 

I have asked J.lr, Woolf, Acting Chief of the 
Intelligence Unit, to let me have the recent income­
tax returns of J.lr , Willen. 

(See st atement attached. ) 

' 
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Income reported by Joseph Willen: 

1937 

1938 

1939 

1940 

$20,000 

20,000 

22, 500 
7, 500 

22, 500 

• 

!rom the Jewish Federation 

from the Jewish Federation 

from the Jewish Federation 
!rom United Jewish Appeal 

from the Jewish Federation 
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b.a•iA& to 4o wltb. tanauoa, 1111.1ab. I ,. ... eltb.• 1a 

Sat111'4.,.•a or ~J''• pa,.r. - )7~ - ..kiL ~-
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TREASURY DEPARTMENT 

lNnR O~E COMMUNICATION 

OATC lla7 25, 1942 

•o Secretary Morgen thau 

••0 M Ferdinand Kuhn, Jr; 

You wi ll be pleased t o know that Axis broadcasters 
have been paying at tention to War Bonds and other Treasurr 
activities in the past week, an.d have been going after 
you and the President peraonallT in connection with them. 

I attach a couple of extracts from recent propaganda 
broadcasts. 

Attachment. 

• 
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Official German Broadcast t~ North imerica, Kay 18th: 

Although Roosevelt and Morgenthau continue to invest their 
own huge fo rtunes in real estate, the latter has had the 
effrontery to try to force 67 ,000 Treasury Department employees 
to buy even larger amounts of Washington's worthless war bonds. 

Each of these 67,000 who values hi& or her job must soon 
begin invest ing at least 10 percent of his or her salary in 
Vorgenthau's bonds. The wise among them, however, will probably 
find some way of evading 'Morgenthau ' s blackmail and follow the 
ex~mple of the tens of millions of othe r Amer icans who have 
already seen through ~orgenthau's card game and are buying 
things which cannot lose in value. 

According to a recent report of the Federal Reserve Board, 
an even greater number of real Americana are refusing to turn 
their money over to racketeer Roosevelt in the form of bond 
purchases . The report of the Board described t his attitude as 
showing a regrettable lack of will to cooperate . It is certainly 
this and much more. It is the most elementary form of self­
prsservation and a declaration of independence from rascal 
Roosevelt and his kike financiers . 

These millions of bond boycotters rightly take the stand 
that when Uorgenthau and Roosevelt have sold their millions 
of dollars worth of real estate and have invested the proceeds 
in Government bonis , then Christian Americana can consider a 
similar step. is long as Norgenthau and Roosevelt continue 
to hang on to their reel values, however, every real Amer ican 
is more than justified in buying something else which is tangible 
and will increase in monetary value. 

Official Italian Broadcast to Latin Americe, May 17, 1942: 

American distrust in war bonds must be very ~reat . ~e 
Government has had to urge savers not to hide ~helr moneyt~ttude 
mattresses and in stockings because this conet1tutes an a 
of non-cooperation and bad will. This attitude must be very 
common because there is so much worry about it . 
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Official German Broadcast to North imerica, ~ 18th: 

Although Roosevelt and Morgenthau continue to invest their 
own huge fortunes in real estate, the latter bas had the 
effrontery to try to force 67,000 Treasury Department employees 
to buy even larger amounts of Washington's worthless war bonds. 

Eaoh of these 67,000 who values his or her job must soon 
begin investing at least 10 percent of his or her salary in 
}'orgenthau ' s bends. The wise among them, however, will probably 
find some way of evading Morgenthau 's blackmail and follow the 
ex~mple of the tens of millions of other Americans who have 
already seen through Morgenthau's card game and are buying 
things which cannot lose in value. 

According to a recent report of the Federal Reserve Board, 
an even greater number of real Americans are refusing to turn 
their money over to racketeer Roosevelt in the form of bond 
purchases . The report of t he Board described this attitude as 
showing a regrettable lack of will to cooperate. It is certainly 
this and much more . It is the most elementary form of self­
preservation and a declaration of independence from rascal 
Roosevelt and his kike fi!Uinciers . 

These millions of bond boycotters rightly take the stand 
that when Morgenthau and Roosevelt have sold their millions 
of dollars worth of real estate and have invested the proceeds 
in Government bonds , then Christian Americana can consider a 
similar step. As long as Morgenthau and Roosevelt continue 
to hang on to their real values, however, every real American 
is more than justified in buying something else which is tangible 
and will increase in monetary value. 

Official Italian Broadcast tG Latin Americe, Vay 17, 1942: 

AMerican diatrust in war bonds must be very ~rest. ~e 
Government hae had to urge savers not to hide the r moneyt~~t d 
mattresses and in stockings because this constitutes an a 1 u 8 

of non-cooperation and bad will. This attitude must be very 
common because there is so much worry about it. 
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Offi cial German Broadcast to J:orth !me rica , llq 16, 1942: 

Secretary of the Treaau~ Korgentbau 'a new scheme will 
require that every person who files an income tax return IIUat 
pay 8 $5 fee on the epot, while whoever fails to file will be 
subject, of course, to a fine. Thus, this funny prankish 
financier arranges things eo that be will get e rake-off from 
ell real Alnericana both coming end go,ing. 
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Deu Ira. Coollq.a 

I • ultba to a1k 1f n _, eDlbt JOliP help 
in our oaapalp lor the pvoha11 of 1ru Sadaa• lloilb 
aD4 St111p1. 

11 part ot 1t1 ...,.~p, the .,....., withee te 
lq 1p11lal IIIPiauil oa thi Pith llerlta&e of aerloaa 
ti'I411Uoa wllloh • an f!pttac to'"""'· 

,._, •11•11 whleb rn, •• the w1te of a forMr 
Pr11Ueat, eoaU fln 111 NpNlJII the lllpertuee ot 
tiM .. la•ilct • fer\ ...U ....., P'l•t wl.dat •1~ 
tiM aerlau :pUle. Cnl.A 1" aln 111 a brief etate­
•at of 800 IP 100 WN 10111 wllioll .. OOUi Nltul 
to the'""' 

I .. a11lplaa .Jilllu ltnet, .Jr. 1 of ., oft1oe, 
to Ill tJaet r:: aP1 npplle4 Wl~ all the IIIIIIIU'J 
utalll Uil .,..tloa IIH(I( for the pNpaNtloa 
of rwv ....... • wlll ..U oa ,,. ,.,._llr at 
rov eollft&lo ... u4 •tl1.1111 ow pn11at objeetb11 
lll ~H&tor btall. I dllOoNlJ hOpe that rou wlll 
fla4 lt po11llllo to .aka tb11 ooatrlbutloa to a 801t 
•ltal part ot the '"••1117 Dlport.lllt'• ..., propoua. 

SllliiiNlJ, 

FII•• 
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Doar J11r1. 'llliOJU 

I aa W1'1t1Da to uk lt • .:, eDlbt 7ov help 

in ov oaap&lp lor tile pvoheM of .. S.YlJICI aoaa. 
aDd Staapa • 

.u p&J't of ltl eupalp, tile beaavr whhll to 

lq 1peolal aDhall• oa tbj rhh herl~ of AMrloaa 

tradltloa whloli. .. an flchtlJI& to pn1'"'' 
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Amr ••1111 whleh 7ou, a1 the wlfe of a f•,..• 

Prn14eat, e..U flY• u NDNlDC the lllporta•• of 

tbt War la't'lJICI I ftrt wnll MJ'17 lftlt Wll&ht wlth 

thl AMrl1111 pulla. Co'lll4 7ou cln 111 a brief 1tate· 

Milt of 200 u 100 1IVU 10111 whleh .. e01114 nltue 

to thl pN11'1 

I aa a11lplJIC Jullall StNet, Jr. t of fill offloe, 

to Ill tbat r:; aN 1uppl1e4 wlth all thl 1111011111'7 

41t&111 ui .... tloa 11111W for the pNpt.NtiOD 

of 70V •1..,e. • wlll tall on 7ou per1oaall:r at 

1•vr ooanal-• ul outll• ov pneut obJeotlnl 

in CN&tll' 4etaU. I 11Do1Nl7 hope that 7111 wlll 

tlllil it po .. 1~ te aka th11 ooatrl'butlon to • Mit 

Tltal p&J't ef the bea~VJ Dtp&J"t..llt'• war pPOIJ'IIL 

...... ~r .. '1111111, 

liMO a st ... t, •· •·· 
.. hlJ!Cloa, D. c. 

FI/•• 

8llllltNlJ, 
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-15, lNI 

Dear Jlra. l.ounolta -- . 
I aa vlU, to uk lf • 'MJ olllllt JOV belp 

ln ov oaapalp oP tJie pvohaoo of War S.'f!JIII loaU 
all4 Staapo. 

u put of lh o•.,.lp, the boaftl7 wllh .. to 
la7 apoolal ..-..u • tho Pla!a boPl tap of .berloan 
trdltloa wtalaf. • aro tlptbc to pnaorn. 

Ars:r ••-co whla!a JfiG, a1 tJie wlto of a foJWr 
PHelcloat, ooull &1ft u ro&aftllll tbe l.llpol'tanGo of 
till War S.•IJI&• otfort WCNll O&l'rf croat wol&ht wlth 
till .berloan p\Uo. Coal4 7011 fl" u a 'bdof atato­
•Dt of 200 or 800 WOI'Ila loq wh oh .. ooula rol01oo 
to thl proaa'l 

I aa ullplJic .Julian Stroot, Jr. of 'fl!/ offloo, 
to ooo that {:; aro nppU.a wlth all tho 11110111&'7 
a.talll ua onatlon uoa.a for tbe preparation 
of rour •uaco. • wUl ..U • 7011 par•o•ll.7 at 
JOV oOIIftalolliO &Jill oatlllll oar pnaont o'bjootlna 
1n croator cletall. I eliiOorolJ bopo tbet JR will 
tlllll 1t pooll\lo to ..0 We ooatrl'bvtl• to a ••t 
Yltal part of tho !roaftl7 Dopartlllat'• ar prograa. 

SlllllrolJ, , ..... , ... ,. ....... . 
Jlra. !hao4oro looelftlt, 
O,ator lq · 
Lolli Iakaa, .. York. 

FI/ew 
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Dear Kra. Preatoaa 

I aa wr1Uaa to uk 1t •• _, alllht 7ov help 
ill our oaapdp for the pvohen of War Snlllp Boillla 
aDd Sta~~pa. 

•• p&rt of ita oa.pa1p, the !r•••V7 wlahta to 
111 apeolal IIIPII&da oa the riah ber1tace of Plrioaa 
tra41tloa wh1oh w .,.. tl&htill& to praaarn. 

#.Iq Mll'll whlah JOU, u the wlta of a forMr 

Praalclaat, •oal4 th• u "rr4111& the lllportuee of 
tha 1far li&YlJICI I fort woul 111'1'7 craat wiJtht with 
thl Plrloaa publla. C01114 JOil gl't'l Ill a brief atata­
MIIt of aoo or 100 wom loac whloh w ooulcl ralnn 
to t ha praaat 

I aa ualpiJIC lillian Straat, lr., of .., otfioe, 
to 111 that 7ft .,.. aupplle4 with all the aeo11111'7 
cletaila ID4 lato,..tloa aae414 for the praperetloa 
of JOV •11111• Be will oall oa JOU perao~all.r at 
JOV oouraalaDOa &14 outllDI our praaaat objeotl••• 
i11 grntar 4etaU. I alDaeNlJ hope that JOU will 
tlllll it poaal\le to ..U thla ooatributloa to a ••t 
Yital part of the !ra&l1lPJ Depart. at' 1 war progrua. 

lira. !. 1. PHatoa, 
118 B&Jal'4 ..... 
PrlDaatoa, hw 111'117 • 

n; .. 

SlAoaHlJ, 

'"-f) •• ·~ ..... ~ 
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Dear lira. llai'J'hons 

I am writing to aak it we .. 7 enliat 70ur help 
in our oupalgn for the puroha11 ot War SaYlnge Bonda 
and Stampa. 

b part of ita oupaign, tbe !reuu17 whhea to 
lay epeoial eaphaeia on the rioh heritage of laerloan 
tradition wbiob we are fighting to preaerTe. 

Any .. , .. g, whlob 7ou, 11 tt. wUe ot a tor.er 
Preeldant, oould g1Ye ue regarding the iaportanoe of 
the War Suinga effort would oar17 great weight with 
the '--rioen publi•• Could 70u fglye ua a brief atate­
aent of 200 or aoo worda long wh oh we oould rdeue 
to the prtu? 

I •• auigning Julian Street, Jr. 1 ot 111 of floe, 
to '" that rou are auppllad with all the neoeual')' 
detdle and lntor.ation &Meded tor the preparation 
of ;your .... •&'· He will call on rou pereonall7 at 
rour oonven1enoe and outline our preaent obJectiTea 
in greater detail. I dnoerel¥ hope that rou will 
fllld it poulble to alte tbie contribution to • -t 
•Hal part of thl !reaeUJ')' Depart..nt' 1 war progru. 

lire. BtnJa•in Barrlton, 
29 Eaat &&tb Street, 
New York, Jew York. 

t'l\/oak 

Sinoerel7, 

ll ..... lL•r••...,..,.• 

288 
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.., 25, 1M2 

De&!' ..... ....,.., 

1 aia Wl'lt~ to au 1.t w ~ aalllt 7ov !l.lp 
ln ov oupalp fop the purobaaa of •• Sa•lDca lollll 
ua st..,.. 

!.1 put of lta ourpelp, til. Tnuvr wilMa te 
lq apeolal ~~~thaall oa the riah !I.Pltep of U.rlau 
t.Ultloa wbloll w an fJ.&htb& to pHHrn • 

289 

.., •• ..,. wldall , ..... the wl.ta of • f-p 
PrtaUut, OOIIll f1" u npriiA& the illportuoa at 
til. War laYlJtC• • fort wnl4 011'17 &nat nl&ht w1tll 
the U.r1oaa ,UUa. C..U Jllll 11" u a llrlaf atete­
•at of liOO er 100 ..U lo111 .Uoh w •01114 nlaaH 
to the pnaa'l 

1 aa ualp'JII lullu Street, lr., of 'fll off1oa, 
to - that JOil an nppllei wltll all the -•111'7 
4ata1la IJIIl lllf-Uoa auW for the pnpan.Uoa 
of JOUI" ....... Be wlll oaU on JOV. peraoalb at 
JOUI" aoann1••• IJIIl CNtllDI ov praHnt abjaotlna 
ill &n~tar 4ataU. 1 alDaara}¥ bopa that 7011 will 
fillll 1t poul'bla to alai thll ooatl'Unatioa to a ••t 
'fital pvt of the !rMI1117 ~part.Jat '• wr PJ'OCI'UI· 

FK/ew 

JbHralJ, ..... ... '" .... ,. .... ,. 
/ >?' _,_ ) 

\ .-
'J7.'f?l . c 
~O- "'·l ~---
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I llq 25, lMI 

1i1 dear !AIIIItOPI 

I Oil IOP?'f to l .. l'll that J~: •ther 
b oot well. l>eoaiiM of her 1 •• I -
1end\n.; tbe enolooo4 letter to her la Tfll/l/t 
care. Ve are ullt..g t he wlna of fo,..r 
Prealdenta eaab to ooatrl~uto a .. o._.. 
0 11 t he lwportuH of 11l'feot111j; lD 'traP io&llla. 

If there b aii,J' D,J 1D whl~ 
Jallao StPHt, lr.l et-. ottlH •-
belp 1o i •ttl16 R tablo .. terlal preparM 
for auob a etat-ot he h o\ 1"' oo"loe. 

Sbaere}70 

lll .. tl ) •• ····•·t~ .. 1», 

'i'be llooorable Jlohert' A. Tart, 
United Stateo S.aate, 
'bu hiJilton. o. c. 

FK/cgk 

1}. ?11·~~ 
~ 

290 

~At \T .-.._L a: 1r 
' I :u. I 'f.,_ 
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.., a&. 1862 

Dear Ira. fafts 

I a wrl tl, to aak 1t .. .q aillat 7ov llelp 
ill ov oapalp or tlle pcnllaH of Wv SaYlJtce ..... 
a.D4 Stupe • . 

u r.rt of lta ...,alp. tM fN&1111'7 wltllea to 
1q apeo al •••11 oa the rloh llerltap of JMrl ... 

tra4ltloa whloli w an t1&ht1DC to '"''"'· 

1111 ••Mil Wlloh 7"• Ill tM trlte o.t a f.,..r 
Pr11ldeat. oo'D14 cln u n&aNlDC tlle lllportaaoe o.t 
tM War Sa•lDC• eff..t woull Mrf'7 cnat w!Pt with 
tM JMrl ... ,Ulle. C..U 7f111 cln u a llrlef atata­

•nt of aoo or 800 woraa loDC whloh .. of11114 nl•ae• 
to tlle pn11'l 

I • ualphc Jullan StPHt, lr. of ., offioe, 
to HI that {:i &n a•ppll.a with all the DIOIIO&Pf 

aetailo ua -uoa u.a.a for tlle pnparatioa 

of 70111' ••-ce. II will oall on 7011 par1U&llT et 
7ov ooDYelllallle alllll outllne our pne111t olljeotlY11 
1n cnator utall. I allllenl7 hope that 70U will 
!1.1111 1t pounle te .a thll oontrintioa to a ••t 

Yltal part ot tM !'NaaV7 Depart.at '• •• procr ... 

St.en17. 

1•• I) .... ,.. ... hi 

.... Wlllla ....,.. taft. 
22lfi .,... ...... • •• • • 

•ah.lJICtea. D. C. 
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~'-~ 
Kay 25 , 1942. 

Ky dear Mr. Secretary• 

292 ,/ 

I ha~e recei~ed yo~ letter or thia date aeking me to apeak 

at the meeting to be held at the Lewi 1ohn Stadium in New York on JuDI 

the third in connec tion with the ettort to r ally the Begroee to t he 

support or our common cause. I am exoee4incly loathe t o decline your 

~ery earnt at in~itation, both 

effort and my appreci ation ot the d i ff iculty or the problem to 

you refer. But , While my general hea lth 11 good, a ge hae taken ita 

toll and I t ind myeel t no longer equal to any l ong auetained effort. 

I do not reel that I could undertake euch an engagement ae you aug­

geet, Indeed, I regret to aay that I am admoniehed tha t 

come when 1 muet forego the pri~ilege or preparing and delivering 

publ i c addreaeel. I aa very sorry t o dieappoint you, 

Wi th h igh eeteem, I am, 

Very eincerely youre, 

The Honorable Henry Vorgenthau, 
Secretary of the treasury, 
Washington, D. c. 
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.., 115, lMI 

lf1 4H1" lfr. CJllef hltlMI 

I d wrltlac to au ... tMr ,_ ..U a_,t a 
apeakb& e~at • hM ... ~tid ..U M a Nel 
""lot Mt •ill to tM 1fu Sa'flalp ,.., .. ht ta tM 
war effort •• a Wbole. 

b 7111 a., tM PnoU..t ... -.., •"-•• 1a 
f aahla&t• M'fo .... lMPMIUcll tlat•hl lftP tlla 
attitude of lepeoa '-"' tlla war ... t_,. tlilolr 
put1e1,.u .. la lt • ..u. .,w ...... ,. lla'fe 
lad.loot" Ulat 1ala '",.pwda, ,..tlnlulJ 1.,. .... , 
baa -ae _.e Hrl ... brillia -~~~ RP lo&l'"• tba 
.... •IV •"-• 5' 1a tile r.,.uu-. Ia ta.o upt 
of tUo lat--t tile Pna .. at P11eatl7 uW a 
a.Mr ef ..,..... ..,..a.ate wutller ta.o, e...U 4o 
aJ11thlac to r..W tM lepo ,..,lo of their "-.... • 
atab la tho ..to- of thla war aai to rallJ t h• to 
tbe aotln npport of tM .-a aa1110. 

A..eftl-cl7, tM "-•1111 Depart.at llao ......,.a 
• Hrlea of .,.., -u•· la laPp eltloo, lM111111ac 
... 1a '-l8alla swt-. ._ tark, • ,..,. eftalac ot 
JDM art. 1t ...w " • •l&b a-.Js.at to , .. lean 

. people 1t ,.. w..U •-•' to 1M tile elllef o,.Uar • 
thla .... ~ tun wW llo .U, oM .,.una tile root 

:!t t~CC:'t.·!!!_ -:::1:'.~ ·:=~~:!. a:!i::.., 
llalp la II at'- wl~ tile hr S.'fbp e .... lp. 

I u..w _. ~· .._,. .. lac • ,., •• u..-t 1a 
thlo "¥ 1t I •u •t fMl tllat tllll •• a 'fltalb ' rortu& 
ooaall• alii tllet ,... '""- wn14 praatao l\o ........ 
I 4o .... tllet ,.. au •• ,... wq olav to aa..,t, ... 
I ••• tliblr of • - elM wile e..U .. •• .U ,-. 

ft~ lla.t ........ 
SlMoralJ, 

IMr ll L ... _II . ail 

n. 1.-llb Cllarloo ..... ~·· . 
222111U..t, p - A Lv_L ?/;,.. ?('~~ 
Wulll-ct-. D. e. ~ .tl r-.. 

J 
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TREASURY DEPARTMENT 

Secretary llorgen thau 

Ferdinend Kuhn, Jr. 

DAn May 25, 1942 

lr\r . Skouras is bringing with him two men who will 
help on our rallies. Would you want them for 
dinner tonight? llr. Skouras apparently bad planned 
to discuss the whole thing with me and with them at 
dinner this evening. 

f-.tc. 
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TO 
MAY 251942 

"'OM llr, 

SubJect I 

In aooor«aaoe w1 th 7'01ll' 1neU'II.oUoaa, the r.aera1 
Renne Banke were ..Ud 1;o JUke a euph .une7 eaoh 
J'r14a)' aoJ'Iliq t!la1; 11011ld llhow the -~J' ot daJ• 1' 
take• a pere011 w reoe1Ye a W&J' laY1ap bond (1) 1ene4 
b7 the redua1 a.1eJ"t'e Bulk, or (2) 1111186 b7 a oorpora­
Uon whioh hu qaal.U114 u an 1n111q ecnt. !hie 
IUJ'U7 wa1 11l"D4e4 w take the DlUI ot the poe1;al o&J'4 
aurYI7 oon4Dnl4 '117 the r.aeJ'&l le11J"t'e lanka 1ut aonth 
a aurYeJ 'llll1oh :rou will reoal1 pro•1de4 111 w1 th no uaeM 
1ntoraauon. 

'l'he tint ot the J'r14a;r aorn1ng eune:r• wae oonduo1ied 
by the redeJ'&l ReaeJ"t'e Bank• 1ut week and the reaul.U are 
euaaar1&14 1D Ule wo tab1u attached, 'l'he acre 1aportant 
1teae noted are the to11ow1Dgl 

~ 
t:;-

(1) 

~ (2) 

i 

A p&J'IOil ~ a W&J' laY1DSI boD4 b7 leD411lg 
a alaeok ,. the r.aaral Reune lank thrOugh 
the aa11e nol'll&ll:r at tl II 4&7• be tore be re­
oe1YU lUI 'bond, 'rwo ot then 4&7• are con-
11884 b:r tiM •••ant or the aa111; three aore 
ot .aa .. e 4&7• are required b;r Ule re4eral 
a. .. ". llollk 1;o collect the cheok; and ·one ot 
the .. ~~ 11 a lun4a)' OD which DO W81DtU 
11 1;J'aaN01;ed, 

At peak perto4e - parUcularl7 thoee 11heD a 
1arce •o1•e ot appl1cauou are on hall4 tor 
• ..,..., •• eoee .-plo,eu are purohadns under 
the Dan'Gl1 •••t•c• plan - 1t tatu a pereon 
10 M 15 4a;re to obta1D IUe bond, !he tbree 
r.aera1 ReiiJ"t't Banke etan41RS at the top -ot 
!able I •"••bo4 were apparantl:r 1D the a14et 
et noh poa1r. peJ'1o4e 1aet J'r14a:r aorn1ng. . 

·• 

..1 
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secretary Morgenthau - 2 

(3) A rev corporation 1uuing agent. are taking a aonth 

to deliver bonde purohaaed b7 eaploreee participat­

ing in the parroll eavinge plan !!able II). Koet 

corporation• are able to deliver bonde purchaee4 br 

such emploreee within 2 veeke atter par-ent hal been 

completed, however, and a few oorporatione are able 

to deliver the bonde the verr eue dar the paraente 

are completed. Some or theae laet-mentioned corpo­

rations, it appear s from the Jederal ReaerTe Bank 

reporte, expedite deliverr b7 i .necribing the bonde 

before the deduction which oonetitutee the final 
payment baa been made from the emploreee' ealariee. 

In eubm.1tt1ng the data requested, the rederal ReaerTe Benke 

suggested that a great many technical detalle prevented them 

and the corporation iaaU1ng agente trom ieeuing eavinge bonde 

within a ehorter period or time. In thle connection, it aar be 

noted that here in the !reaeurr 7 dare 11 the norsal period 

that elapees between the time when payment i s completed by an 

emploree on hie bond and the bond ia delivered to bla. A eingle 

bond oould be issued muoh more rapidly but a procedure oa~ble 

ot handling a large volume or bonde requires a great many tecbnl­

oal. eateguarda, each one ot vb1cb oontributee to the delar in 

the issuance or the bond. 

!here will be another eurTey, almilar t o the one made on 

May 15, made aa or May 22. In thle connection, the Pederal 

ReeerTe Banke or New York, Pb1ladelphia and Cleveland telephoned 

or wired the !reaaury atlting that they be permitted t o avoid 

contacting corporation 1asuing agente t or informati on on the 

period ot time it takes t o ieaue eavinge bonde. !he ReeerTe 

banka are strongly or the opinion that ( l ) a number or corpo­

rations Who are nov ieeuing agents will retuee to iaeue bonda 

it they know the Treasury will check up on them, and (2) the 

poeeib1l1ty or such ohec):-upe will prennt manr corporation• 

who are not ieaulng agenta trom beooal.ng qualified. 

Attacb.lllente 
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Table I 

Approxiaah l1111ber or Dar• 1t !akea a Paraon to 
Receive a War eav1nga Bond Iaaued b7 a 

rederal ReaerTe Bank !/ 

(On the baa1a or a eurTtJ aade ,Fr1daJ, MaJ 15, 1942) 

Federal Reserve N1111ber. , , 
Bank or dar•~ 

R1cbaond... ... .. 15 

Philadelphia •••• 10 

San Franc1aco ... 10 

Chicago, , ••••••• a 
Dallas •.•••••••• a 
Boston ....•..•.. a 
New York ......•• 7 

Xanaaa Ci tr ••• •• 6 

Cleveland ••••••. 5 

Minneapolis .• •.• 4 

Atlanta .•..•.••. 4 

St. Louie .. ... •. 4 

Explanation orrered bJ banka 
taking more than 7 dar• 

Uaual period ia a daJa: Dar or 
aurver happened to i nclude bonda 
1aaued on a large order, the ap­
plicatione accoapanJ1ng vhich 
1noluded a great man1 errore 1n 
inscriptions. 

Pa,roll aavinga applications take 
10 daJe. Other applications take 

7 dare. 

Delay due to raot bank handled 
large payroll aav1nga orders dur­
ing the peri od. 

Office or the Secretary or the Treasury, 
D1T1eion or Research and 8tat1et1ca. 

May 21, 1942 

!/ All ova 2 d&fa tor period 1n the aaila • 
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Lonceet 
H11 War &ert.nge 

(On the ba11e or • 

.... or ca.p&AJ and loca~1on 

l. Vuhrll Un!on !olograph Co,, lanaao CUr, llo, 

2. luau C1\7 louU.UD Rallva)', luaaa Ottr,llo. 

}. A oorporoUOD aolactad br tbe fadorol. Reaorn 

8aAk or •ow York 

~. A oorporotion aalactod b7 U.a federal Reaeroe 

8aAk ot 11&11 frallo1aco 

5. haaral naotr1o lopp1J Corp,, R1omond, Va, 

6. lell Telephone Oo. ot Pennarl~an1a, 
Pbll.da1pb1a, Pa. 

7. II"OWD and BS.selow, st. faul, K1M. 

8. laereoa 11eo~r1o Mrs. Co., St.~~. Ko. 

'· 11Do1a1r Raf1n1D& Co., lanaaa CUr, No. 

10. A. 0. t.vrenoe Leather Oo., Peabody, Ma••· 
11. A.ab Gro•e L1.8e a Cneot Co., I&Daae Ci t7, Mo . 

12. Pbllao Corporation, Ph1la.4elpb1a , Pa. 

(oonunud) 

Lil•ua n,._ 
ber ot 4&71 
it 111SM take 

t o r•c•1•e 
bond 

2l 

20 

15 

14 

lO 

' 
' 7 

7 

7 

£xp1-.nat1one au:t.ltted 'b7 the 
PM ere_l Reael""re BaKe 

C.,.PAQr ¥111 1UUO on J\UIO 15 \bo l>Ondo tor obJ.cb 

~tou nro ooaplotad oil 11"7 15 aA4 11"7 }l . 

Oo•~ 1aauod on Ka7 15 bonda tor ~1oh ~tDta 

wore ooaplotad on AprU 211. 

111n1- period 1a 15 da7a. 

OoaPAI\1 v!.ll 1u11e on 11"7 3l U.e -· tor 'IObiob 

~anta wore o .. platod Oil 11"7 15 aa4 1&7 }l. 

Co.PAQ7 v!.ll 1aaue Oil Jlallo 111 the boada tor *lob 

par-anta wore o•ploted on Ka7 }l. 

~7 1aa110d on 1&7 15 -d• tor *lob ~ ... ,. 

were ooapleted on "*1 5. 

K1nt.u. period 1a 5 4&7•. 

Oo.P&AT hOpei to .tapro•• the ''"1oe. 

Yq-ee uNe4 'b7 •ploreea or 'tb1e o•paaJ are aot 

a•a1.la'ble u~11 5 d.a71 atte.r paJ period. o.loeee eo 

eaplOJie 11t1 b11 'bon4 ODlJ 2 4&T1 atter he 1111 

bll ))&7. 

1'11 tto, 

iii Zi. ifQ. 

Regraded Unclassified



0 
(on ude b7 tbe Pedera.l ( J&M' nucd-2) .,. n...,._ 

l>er or ~1• 
U alS)lt take .... ot Coap&D7 aD4 location 

l}. Crown Drug Oo . , lanaaa 01tr, Mo. 

1~. lt. Lou1o lndopendont Pooklns Co., 
It, Lou1o, Mo. 

15. 'fouo and Paclflo llallvaJ, Dal.lao, 

16. lel.MA lC&rcua, Dallaa, !eue 

17. Sear• loebu.ck Co., Dal.laa, !e:zaa 

u . rr.4 VOUI.N&D Inc.. , kD ... C1 t7, 

19. 'fboo. B.- Brevins Co., lt. PaUl, 

!exae 

Mo. 

IUnn. 

t o recel•e 
bon.d 

6 
6 

Explanatlona aubal.tte4 'b7 the 
P.Oeral ReaerYe s.nka 

20. Coapboll Soup Co .• Caa4en, 11 . J. "- to eoae inet&Doea 4el1YIJ7 11 -..de , .. , 4aJ' pa,raeut 
1o o .. plotod. 

21. A corporation oolootod b7 tbo Federal } 
AellrYI Bank ot Hew York 

22. hare Roebuck Co., Kl.nneapol11, Hi,nc. 2 

2). Co.aan4er-Larabee Killing Co., IAnaaa C1tJ,MO. l 

M. CowdeD. Ma.Dutactur-tns Co., 1anaaa C1 t7, Mo. 

25. Mt.r10&D llefY'1gerator !r&DI1 t Co. , St. Lou1a ,Mo. 

26. tiller • llhoada I nc., IUchaood, Va. 

2·7. A oorporats.on a elected bJ tbe Fe<leral Reaerw-e 

- or Jew Yorlt 
21. Boltser Cabot Electric Co.,RoxburJ, Ma••· 

&aetern Oea A Fuel Aeaooiatea , Boaton, Kaee. 

0 

0 

0 

0 

0 

0 

Bonda 4el1Yere4 da7 ~ent 1• ooaplete4. 

Ditto . 

Ditto. 

Ditto. 

Ditto. 

Ditto. 
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SubJect : Opere. 
comp 

TREASURY DEPARTMENT 

nthau 

the payroll savings pl an in 12, 295 
April. 

300 

1. The atto.ched t able , sumoari%1nJ the operations of 
•;.e j)c:;rcll aavin- s plen i n 12, 295 companies duri ng April 
- ~v er• •l;out 110 percent of t he per sons ec:ployed by all organ-
1"r t1o~• e~o~ed to the plan in the ~1ddle of that ~onth. The 

t• •ho·-n ;,pve been eubl.li tted to thP Tre•eury duri ng the -:>ast 
•·e~l':a in re&?onse to your :::onthly lettf'r to coC?ani es havin~ 

·~e "ll cn rp~ueet1n~ lnformati on on t he progrest or t he ~lan 1n 
:·~· 1r ore:"' nlzc.t1ons . ~ 

?. The 1?, 295 coo,anies r eporting to the Treasury for 
A~ril rmr-loyed v . 2 million persons, some 56 percent of who~ 
~ctivply p~rtio1?ated in thR payroll osvin~a plan duri ng the 
ont h or A"lr1l . In the aggr egate , these persons authorized 

t:.e ir el:l;'lloyera to oicduct a":;>roJ<im~tely 4. 9 percent of their 
~hY ~urin? th~ month of A~ril for tho pur~oee of accumulo.ting 
run'' a for t ho purohA se of war savings bonds . On the average , 
t hi e nmounted to i g. 31 tor cech one or the persons rPrt1ei­
~atin~ , ~n r mount sufficient to per mit the purchAse or one 
2; bond every 10 weeks. 

3. On th~ basis of the a?~l1eation of the fore~o1nE 
!1 ~r•r to th~ entire 21 c1llion ~~rsone reported t o have 
t~;n ev~eed t o pa:rroll savinge pians 1n the month o ~ A~ril , 
i t i e ~ot1~ted that approx1cately 11,7~o , or.o peraone bad 
~"'"' : • -'educted fro:u th~1r pay ~or the :;urehate or >~ar savin:s 
rcr. e r n' that the at~Tegate acount of auoh deductions was 
., rox it:~c tdy i~5 lllillion. As a result of t hP l~g bet><eep t l:e 
tl .. ~ t r.· t <! educt1ons are cade e.nd bonds r re c.etuallY pureu.sed 
·~o~ th~ fund~ accumula t ed t he total purehPees of war eav1~s 
·:nfe under t he payr oll sa~ings pl an duri ng April , it 1s esti-
•ted , ~ounted t o only about 665 million . 

~ . On previous occasi ons tables similar to t he attached 
~ve l>ecn transmitted to you co•Tering t he oporl'tione of t he 
~~~rcll oavinas pl an i n December, January , February and March. 
Th•~ e t rbles qovered a smaller number of companies t han appear 
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Secretary Horgenthau - 2 

on t ile table attached, but the proportions or t he total num­
ber or persons exposed to the plan in those months that were 
cover ed were roushlY the same as 1n the p resent table, i.e. 
about ~ percent . A comparison of the percentages and th~ 
per onp1ta figures (rather than t ho absolute figures) there­
fore will provide an overall picture or the progress made 
durl~ the pas t rive months 1n bringing up (1 ) t he percent 
of ~srt1cipat1on 1n the plan s.nd (2 ) the per capita amount or 
E~lery deduc ted once the pl an has been installed. They will 
also provide a cue to t he d istance t hs.t atlll has to be cov­
ere~ to attain t he goel t hat has been set tor the War Savings 
e~n·e Salea prograo. The figures are shown below: 

Dec~nber .... . 
Jsnurry ..... . 
!'el:ru.~ry .... . 
!!rroh ....... . 
~~r 1 ....... . 
.. ay •.•••••••• 
June ........ . 
Jul:r . ....... . 

Qoel ..••••.•• 

Percent of 
Emyloyees 

Pa.rt 1c ipa tlng 

2l . ll-
37.1 
l.j.6. 5 
51.5 
55· 9 

100% 

: Percent ot :Average Deduction 
:Pay or PQrtioi-: Per ~loyee 
.pating ~loy- · Particiuttina 
: eee Deduct ed · ~ 

10~ 

e 7 .10 
7 . 2!l 
7. 69 
!!.Oil 
6.31 
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Au""""l'7 ot the ~Ntion or P~Oll 5av1ns• Pl .. n• 1n April 1942 
(A• r.ported to the Tr ... WJ'f b7 12,295 o•r,nt .. partlClp&t-in,s ta 

tbt plan in t.bat aoot ) 

" -· ~pt• 
Agrepta '"" .... I t ,.,.... .... -·or t PeroeDtap .lg;ropto hl"Ullo.t .. e 1 Appi"'&l.Mt. 1 fit ~ .. or t -· .;>107 ... tor -.plOJ"• .. 1*71"011 -· or • ._.f>" • ,., J::" 

111• ot 0~ 
0~··1 ot p&Mtcipe uac , p&I'"Ol• ot ot agNp.t.e, pql"' 1 ol ' Uelpa Hpclrt.lD.II '-P107"* 1D 9'71"011 I .,.u.,. -.plOft'•• 4e4uo tl cme 

PQ' I ::r!.,...* 1 -::!::: 
t ._ .... aavtas• pl.aaa , ._ ... 

rr ...... a.duot.a 1part olpa"-DI 1 

U'Ddar 100 e.plo7eu ,,1'}8 18,,610 129,229 70.,. 27. 786,1<52 1,~.,05 ,.a 19,561, 662 S-4 100 • 499 ..,.1070•• 5.755 1,,10,455 787,645 6o.1 19l,l o8,200 5,866,6o6 , .1 114,856,028 5·1 500. 999 •1111Pl07eea 1,435 983,117 551.90, 56 .1 152,486.607 4 ,190. 761 2.7 85, 51<4.987 4. 9 7·59 1,000 .. b,999 •~lo1•e• 1,091 2,198.561 1,184,21' "·9 ,,9.556,,,0 ,,,9.402 2.6 1,,eoo,862 4.8 7oS7 5,000 .. 9.999 8!11>107••• 124 SS1,12o 474, 670 ,.,. 154,661,,1, 1>.432.319 2.9 S,,682,,67 5.2 "'" 10,000 - 19,999 4111ploye•• 52 735.412 ,,., 714 5'·7 13,,818,981 ,,213.1>99 2-4 Tl,86o, 7'93 4.6 a.a, 
20,000 ud O'l'.l' _____1l2 1.,5,502 1,076,871 a.! ,,7,022,82o 10,071,090 !:1 202 • 222 sn. ~ !&11 

fot&.1 ... AU o~•• ~ 8 ,221 .m 4,$99.2Sl 5$ ·9 h ,,86,44o,w • 58,207,982 z.e 
= 

tm.020,,s, lui ·~ 
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'!'() : 
SUBJECT: 

HAROLD 11. GRAVBB 
PROGRESS RBPOR'f PROII 1WI SAVDIOS STAPP 

PAYROLL SAVINGS 
The Pa'fl'oll War 5av1nga Plan baa now bean adopted 

by 381, 398 tinu. A total or 19,11118,000 ..ployau, or 66 per 

cent or the 30,400, 000 eaployaea ot prhate induatriea 

throughout the nation now may purchaae War Savinga Bonda 

through the War Savinga Plan. 

In addition, 1 , 481, 1115, or 34 par cent or the 

4,400, 000 ot Federal, State, and Looal Govarnmenta now have 

the Payroll Saving• Plan availab~e to them. 
The following atatea now report 90 per cent or mora 

or their over 500 amployaa tiraa aa having inatalled the 

Payroll War Savinga Plan: Colorado, Idaho, Jtanaaa, )(aine, 

J.linneaota , Montana, lleY Rampahire, New )Ia xi co, Oregon, 

Pennaylvania, South Carolina, South Dakota, Vermont, Virginia 

and Wyoming. Alaal<a reporta all three ti=• with over 500 

employees aa having inatallad the Payroll Savingl Plan. 
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oRGANIZATION 

Tbe following etat iet ioal eetiaatee were made on 

Jlay 19, 1942 : 

1. Paid Personnel. • •. • • • • • •. • • •• •.. .. . .. .......... . 800 

2. ~embara of State Committe••· ·••• •• ••••••• •••• ·•• 1608 

3. County oha1.1'121en. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •
 • • 2S.5 

4, Count of co~ttee msmbere in all etatea not 

including the tbree claeaee above •• • •• ••••••••• • 200, 000 

(Tbia figure waa arrived a t on the baeie or 

r eturna or ~9 atatea- 78~ of the population.) 

5. Tbo above eatimatea do not include volunteer• euoh ae: 

Houae-to-houae oanvaeeera tor 
CountJ Committe•• 

Pledge Campaign lol1nute lien 
Speaker • Committee• 
Life Underwriter• 
Women aotivel7 at work 1n 

Sales Bootha 
Retailers C~tteee 

Retail Store Stamp Booth Saleegirla 

Investment Broker• 
American Legion 
Spanish War Veteran• 
USDA CountJ Agente 
Organi&ed Church and Club Groups 
Foreign Language Group Workera 
Special Pa7rQll Co~ tteea 

School t eaohere and 
student• ••rvins ae 
Group Agenta 

Employ••• or banka and 
other Ieeuins Agenta 
devoting aubatantial 
portion• or their tiM 
to Payroll and Bank 
Plana 

Ieeuing Agenta 
repre .. ntativee 

Newa Boy Carriere 
lolail Carrier• 
Negro Commi tt••• 
Radio , Movie & Preaa 

Groupe 

6. Total Bond Salea to llay 1 ••••••••• •• •••.••••• $5, 400, 000, 000. 

7 . Total Stamp Sale• to K&J 1 •••••• ••• •••••••• •• 

8 . In.eome r ece1Yera •••• • •••••••••• • • • • • • • • • • • • • • 

9. limployeea we expect to reach under payroll plana 

10. Other peraone to be reached by ayetematio 

canvaaa or United Statea •• •••••• •• ••••• • ••••••• 
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!!!>'WSPAI'ER CARRIER su.p 
A total or 294,&&&,003 ten-oent War Stampa, or 

their equivalent in BoD4a, or Stamp• ot laraer denc,.dnationa , 

b&ve been aold to date b:r the zwwapaper oarrier bo:r• ot 882 

newspapers . Tbla repreaenta an inoreaae in the DUIDber ot 

atampa sold since Ka:r 14 or 14, 747,12&. 

RADIO - Seven apecial broadcaata empbaaizing War Bonde are 

scheduled tor United trationa Da:r • .TUne u . The progr ... 

which will feature tba War S&rlnS• th- ares 

"llanhattan Merr:r- Go-Round" , liBC, 9:oo-9:ro P.li!, dr.,... 

Wheeling Steel, Blue, s:ao-6:00 P.K.,Neo-clasaical muaic 

T~ Dorae:r , Blue, 8:00- 8:30 P.M. , popular music 

Dr. B&rr:r Foadick, Blue , 4:00-4:30 P.M., religious prOSJ'~ 
Full- hour all-atar broadcaat trom Weat Coast, network 

and time not :ret aet. 

"Pla:ra tor Amerioana• , dramatic, NBC , 5:30 P.ll!. 

Dr. Cbarlea E. Fuller, )lutual Broadcaat1DS S:ratam,9 :00 P. 

old-taabioned revival. 

Tba Pa:rroll Saving& Plan baa been i .natalled b:J 484 

radio etationa tbrougbout th" nation, ot which 386 report 100~ 
participation b:J amplo:re•• · 
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RADIO (Continued) 

Admiral Conard, .Chainaan ot tbe Intel'departmental. 

co~ttee tor the Volunt&rf Pa,roll SaYing• Plan tor the 

purohaaing ot War Saving• Bonda will broadout on tt.. 

"!lew York Govermunt• progrua IIOnda'J• lla'J 2&, tl'OII BzSO.BztiS p, JI, • 

over station WIDO. 

The Audiohron Compan'J report• a monthl7 aYerage 

ot 105, 760, 000 War Bond Milage• were given to telephone 

subscriber• who dialed Audichron tor the tiM ot da7 in 19 

BuloYa i1 giYing 25 per oent ot it• radio tt.e -- a 

total ot 7 ,000 "time 1ignal1• per week on all atationa OYer 

the countr,.. 

Through arrangements made by Pre•• Section, ~ 

t!asuine th11 week reports on the Minute llan Campaign in 

Davenport , Iowa, and Rock Ialand, I llinoia. Copr attached. 

Collier• a in ita current iaaue carries both an 

editorial on War Bonda aa an investment and an item on the new 

Slapajap cocktaill . llarked copy attached. 

Al•o attached are magazine covers ot ~ and 

Woman • a !!2J!!!. Companion, showing Bond and Stamp men tiona. 
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FOREIGN LAJIGUAGB 1'RII88 

All dailT and weeklJ rore1SD laacuaae publicatt one 

on our exchange publillbed War Bond -terial in connection 

with "I Am An American D&J• • SundaJ, Ma7 17, Suaple COPT 
""': 

attached. 

Five editorials on War Bonde written b7 leadiJls 

citizens ot five foreign language groupe were aent out tbia 

week. Copiea attached. At our auggeation one Cbineaa and 

ono Greek nawapaper contributed original War Bond cartoons. 

Copies attached. 

Dr. Lawie Stein, author ot the beat sellar •r waa 

in Hell with Bitler•, baa aubaittad a War Bond editorial to be 

sent to Foreign Language and Raligioua Publioationa. 

RELIGIOUS PRESS 

~ David c . Cook Publiabing CompanJ or Illinoia, 

publiahera ot SundaJ School and Bible literature and 

periodicala, with a total circulation or mora than one million, 

1s now carl'Jing War Bond copJ and promi .. a to i .ncreaaa 

cooperation in the tutura . 

The Executive Committee ot the Federal Council ot 

Ohurchea or Christ in America, with a membership ot 25, 000, 000, 

adopted a reaolution on 11a7 15th urging Ohr1at1ana everJWbere 

to buJ Bonde. 
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C<»!PA!IY PUBLIC.t.TIOJIS 

A apeoial Tiaual praaentation ot the War Savinga 

Program waa preaented to aore than 600 oompanJ publication 

editors on Ma7 1•, in connection with the annual conTention 

of the National Counoil ot Kditora Aaaooiation. 

More than 150 requeata were receiTed trom editora 

present for a complete transcript ot the preaentation. TheJ 

wanted these, the editors aaid, to bring the atorJ d1rectl7 to 

the attention or their chief executive• tor the purpoae ot 

showing them how illlportant a comprehenai't'e program on War 

Bonda and Stampa ia to the nation. 

FARN PUBLICATIONS 

To date 18 publication& with a total circulation ot 

6,000, 000 reader• have advised that they will publish our tarm 

advertisement, "Winning the War Begina on the Farm", in forth­

coming iaauea , Thia advertisement waa mailed to them on 

lo!ay 15. 

!.!INUTE 1iA IDS 

Jeta7 Parker and DorothJ Schoemer, M-G-JI ate.rleta who . 

are touring the nation as Jlinute Jlaida in a campa.ign to sell 

sufficient Bonde and Stamps to raiae $~ 1500,000 -- the coat or a 

destroyer -- wer e in Waehington SaturdaJ, May 2~. They were 

photographed at the Capitol and on the TreaaUrJ stepa by both 

still and newareel photographers. The Minute Maida reported that 
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UINUTE WAIDS (Continued) 

thus tar they han eold $2,200, 000 worth ot Bond• and Stulpe 

and they expect to "go over the top• attar v1a1t1ng Wew York 

Cit}'• 

J.u!BZ DID IAJIS 

The J-z IncU.ena, who are touring the nation 1n 

the interest ot the War Sartngs Progrea through the courte17 

ot the Santa Fe Railroad, appeared 1n Boeton on Kay 18, 19, 

and 20 , and in St, Louie on llay 22 and 2~. 

~lOTION PICTURES 

The special Payroll Savinge motion p1oture being 

tilced at the International Barveeter plant in Chicago will 

be ready tor r elease ehortl)'. The reviaed ecr1pt now has the 

approval ot International Harvester otti c1als and ot the 

Treasury. 
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eo.p&re4 w.1 t21 Sale a Qa»u. ror s ... Period 

(At ta.u.e price 1n s.ll.liona o r 4ol.le.n) 

Sert• J: Ser1ea ., ep4 0 To~oal. 

lttual II~ II Qlaota, su •• .6!!tual ~~~I ~ta, Soal.oo .6!!tuoal. s~•l QN.ota. Soal.oo 

Date IIIIT 1 : Jlo;jo'1 -.. Daw ..,. 1 ..,. 1 w Da~• ..,. 1 
"'"" 1 

~ l>e'te 

Dai1T to ... u " ot Dail.7 w to u " or Da1l.7 to to u " ot 
, Doou llooU Qaat;l !loot. o..te• cmota ISH Dau SlitS I 

1 t llof • 11.9 • 14.0 eo."' • f.ll • 7.11 tli.O eo,eJ' • 10. 0 tiO.O • 16, 0 ''·~ 
I u.6 .... llof 84. 6 '·' 11. 2 11.4 n.o lto4 at.4 47.1 as.? 

4 .... •• 1 4f.8 "·' 10.1 111. 1 • • 4 ... , at. 6 91.0 ., .. 81. 6 

II ••• u .s ., .. M.O '·' sa.1 ... , 87 . 1 16.6 88.6 109. 1 •. , 
6 11.4 "·' 90.11 l06of 11,6 68. 8 .... ?I .I 16.0 111.6 1JI.4 90. 1 

' ... " · 0 86.0 Ull, l 12.1 eo.e "·' 91. 1 aa.a · 1M.t *·' 88.1 

• lfol U 4 ol te.o 111. 11 6.4 87 . 1 81.1 91.0 .... lllo4 116.1 88.11 

• u •• lllof 10iof Ufol l o6 ,. .. tl,6 flo6 IO oO 101. 11 101. 1 "·' 
u .... 181.0 111.8 111.11 1.1 eo .a 104.1 "·II 111. 1 .... aa.o te. 6 

' 11 ... 161.1 141..8 lllol 6.6 811.6 110. 6 "·· 14 .0 ..... .. .. "·' 
ll ll.e 1".1 186. 11 U4. 6 t .o .... JAO.e f8.1 .... m.e .,... • • 6 

w JA.t 116.0 1111. 0 111.1 '·' 1111.1 llt. l tt.o .... .... .., .. " · 6 

ll 16ot .... 181. 0 U 4.8 ••• 101.1 lJI. II "·' 11.9 ll9ol .... , .. 
1A 16.1 ..... 1tlof 111.1 11.1 116.1 1tlo1 eo.a lloll ., .. .. .. 100oll 

11 16.1 -.11 2ll.a U4. 9 t .4 ua. 1 181.0 eo., .. , IIP1o1 168.1 100. 6 

e : I.e 1119.4 ..... U6,0 4.1 
1.19 ·' 

ue.a 10.1 16.0 8111.1 11111.0 100.0 

11.9 lflol .... Ul.f u.a 118.1 161. 6 ll.t 16.1 610.0 .. .1 100.1 

11 1t.6 190. 11 ... o Ul.l 10.6 ut. ll 191.6 ••• ••• 4tiii.O .... • •• 
• 1t.1 1101. 1 166.0 U6.6 f . l 1116.6 181.1 16.1 16.1 416.1 611.1 101. 1 

• 16.1 ... , .,,, U6. 6 6.1 161.4 1tl. l .... llol ....1 6f0o0 1011.1 

• ., .. -·· __ , 
II 1101.1 111.1 .... 
If ... 1 ..... .... , 
• 1116. 0 .... , ""' .. aeo.o aeo,o ICO.O 

otn• ot * ~ ot •• ......az;, Dl'fialoa o t .__ -' 11\&UaUoa. . ... 11 ... ..... , Aol-.1 -.. rs.ue• an ..,_u. wUII •• !!%-••• ot ~· Ual.- -· oa __ , <It _ ..... of - at 

ai, .. -- eftUia ..... ~ - - ... -- - 1llll .. , a11111"1'1}7 - to to\alao 

• ftaa lato •-' •• ,.,. b117 u.A ~ •• -t m4 ~ -1117 - •• -~ • 
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(At law. price 1n aillio.oa o~ 

Date I 
I llallT I lla11J' llailJ' t.o 

,t ill I 
1 ur.z • 12.7 • 111.0 'JO-r • 7-.l • 7-.l • g.o 81.1~ • 20.0 • 20.0 • 2}.0 17-~ 
2 11. " ·} 25-7 ,a.. 7-9 15.2 16.0 95.0 19.11 }9.11 111.7 911-5 
II 22.} 116.5 117.1 ;t·.l 10.} 25-5 29.5 16.11 }2.6 72-0 77o.l 9}.1 

2 ··~ 
55·5 57.1 .o 7.6 ~-1 ~-1 19.2 16.6 11.6 911.9 9}.11 

u. 7J.I 70.5 loll. 7 15.6 .I ,II gs.o }ll.o 122.6 120.3 101.~ 
7 I}. I 97-0 811.0 115.5 12.1 6o. l 6o.} 100.1 »·l 157., U..) 109· 
• 17.2 1111.2 911.0 116.5 6.11 67.2 6l.} 97 .o 23. Ul. ~·' 101.11 
9 U..5 1211.7 109-7 117.} 5.6 72.1 1 .} 95.11 20.0 201.5 .o 101.3 

11 2}.~ 152.0 1~1.1 115.} 1.1 110.1 lg. l ')0.0 }1.} ~-1 1!21,6 105.1 
12 9. 161.} 1 1.1 11~·· 11.6 2·" 97.11 17-7 lll.o .I Z·' . 103.2 

~ ~-· 
117.1 1511.5 11 .6 9.0 9 .II 110.1 2·1 111.1 211·5 ·' 101,6 

.9 1911.0 161.0 ~-5 l·1 102.1 120.6 ·1 111,6 296.2 ··' 1011.6 

~ 111.9 201.9 112.0 .I •• 101.9 129.6 lli.o 21.7 }17-9 )11.6 1011.0 
111.3 22}.2 193-7 115.2 5·2 1111.1 1}6.6 1}.5 19.5 m .ll 3.10-3 1011.1 

11 211.3 2117., 215.1 uii.T 9.11 12}.5 150.1 12.} .l~- 7 }11.1 "'·' 101.11 

o: 9·• 257· 225-• m.o 11.2 127.7 157-7 11.0 1 .o m -1 ~-5 100.11 
1}.7 271.1 2}1.5 11}.7 11.2 1}1.9 110.} 11.6 111.9 .o .I 100.} 

21 19.11 290-5 252.0 115., 10.6 1119.5 180.1 12.7 }0.0 llllo.o 11}2.1 101.7 
22 ~-1 }09.6 266.0 116. 7.1 156.6 llg.ll 12.5 26.2 1166.2 ""·' 101.} 
23 .1 }2}.7 271.7 116.6 11.1 161.11 196.1 12.0 11.9 1115.1 11711.5 1011.1 

: zgg.l 210.} 510.1 
}09.1 217.9 517-7 

21 }22.5 2~.5 ,,.0 
21 3}6.0 2 1.0 517-0 
29 }50.0 250.0 6oo.o 

OftlM et \M ....... &r7 et \lui !T.-.,.. 111Yidoa of ... ..,.ell aJI4 StaUoUoo. .., 25. i§llz • 
...... I 

.y~ uloo fitllr".., 4epool\o Yi\lt. \lt.o !T-or at \lt.oo 1Jaih4 S\a\u oa ..,_,of pr....U of oa1eo et 
1JdM& fta\oo oa~ -.-.. flc'an• lt.aft \oaa r.....U4 ud. wlll ao\ aoooooarilJ' a44 \o \o\alo. 

• taD• ia\o _, 4ailJ' \..-& vUit.ia \lt.o vaolt , .... , '"" 110\ \alto ia\o .....,_, \na4 b7 - 41ar1ac \lt.o -\lt.. 
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Dtar Eleuors 

I reoelYed rour .. ,,art that you wanted a ...orea­

dua tr- .. explalnlDg the freuUJ7l• reo~at1CIIl 011 

Jo1Dt lnoo.. tu returu. 

fhh 1ncaui17 gina .. an opportuDlt, to brlDg 

unnl aattera to JOur attent1011. I aa anolodng 

bernith a oop7 of thUt.a '"" ticker ltaa reportlDg 

on 7011r P"'" aonterenoe of the 20th. I would lib 

to olear up the two polnta 'llhloh 7011 "" report.a 

•• ha~lng aiaauaaed at thie preea oonterenoe. 

In Ullllll' to the flret Oil& ln regard to delq 

1D P&71D& gonl"'lllltnt el!plOJ•"t I aa anolodn& here• 

with a oop7 of a letter wblah 1 wrote to JOU Ia re­

gard to thle eubjeot. I would llke to draw JOIIP at­

tention to the faot whioh I poJ.Jat.a ovt lA thie 

lette~1 that the def.q la not wlth the freuUJ'7 bat 

with Ulaae nrloua ..-olea. 11M I thlJak 7011 will re..aber 

the trouble& 7011 hill lJa OCD lA gettlDg an ~lOJHI 

paltl. 

Oil Pobt ""'• ill reprcl to our 1Dfol'lllq 70u oo 

the propoe.a jobt J.Jao- tu retune. I wrote rou oa 

thle 111bj"t Clll April 2ht. ana I aa enoloeiDg a oop7 

of thle .......... beaanae aYldentl7 70u naYer reoelyetl 

it. 

In aue 70U tl14 aot aet our telephoaed replJ Clll 

JOIIP caueatlaa la repN to the taO,~ lialt. I .. eenalDg 

1011 a wrlttaa ...a...a .. ao.erlDg ~· eubjeet. 
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After r .. dlDg the .. o~ioatlozat, 1f J'01l 
etlll han aJ11 quatlona that JOU oare to aak .. , 
p1eaat feel fl'le to do ao. 

A!ftot1onat•l1 JOUra, 

llrt. Franklin D. Roo .. nlt, 

Tht Wh1 te Rouae. 

313 
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IIAy 1), 1942 

near Eleanor: 

The situation to which you rater in rour 
latter or Uay 9th, as to delays in reoeiv ng 
their pay experienced new employees coming 
to work in Washi t 

I am told that the Ottice tor Emergency 
Uanase~ent has had ditticulty in this respect 
and it ia probably true ot other newly created 
war agencies. It is a situation which should be 
corrected and I have directed· that it be takon 
up with tho various agencies concerned. 

Attectionately, 

(Signed l Henry 

!.Ira. Franklin D. Roosevelt , 

The tVhite House. 

"P.S.: Thank you tor bringing thia to my attention. " 
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' Presented br )(r. Paul on 5115/42 (not sent to Kra. 332 
Roosenlt) 

~tateaant or Mr. Randolph Paul on aaoaator7 
joint returns tor ind1Yi4uala 

The auDJect or mandatory Joint returns tor individ­
uals baa oeen 41aouased tnorougnly oerore tn1e committee 
ooth last year and tn1a year. I do not reel tnat any 
oener1c1a1 result would follow rrom further exteneiYe 
discussion. It will pernapa be useful to the committee 
to aummari~e briefly the oonaiderationa in raYor or man­
datory Joint returns and to rarer to eome ot the basic 
raota contained in the attached taolea, 

111 Tne oaeic reason for requiring Joint returns 
11 toat a family ie, generally apealdng, an economic 
unit. The income or the husband and the i ncome or the 
wife both Join to support the family ae a whole . Tbe 
abi ! 1t Y to pay, which is represented by any given total 
uount or familY income, ia t he same, whether it is 
received by one spouse or bot h apouaea, To allow the 
taxes or those families in whicn both husband and wife 
receive income to be substantially lee• than the taxes 
ot those families i n which the same total amount or 
income ia received by one spouse discriminates against 
the latter type or family (except insofar as the tact 
that both epouses are working may increase the necessary 
expenses of running the home), 

( 2) In the ei ght community property States lover 
Federal income taxes are imposed on i ncomes than in the 
remaining States . Atter careful examination or all the 
legal arguments , it is our firm conviction tnat the 
difference in the right s or wives to their husbands' 
earnings in community and non-community-property States 
ia not or such a character aa to JustifY the existing 
tax differential. This differential could be reaoYed 
by separate legislation. I t a removal through mandatory 
Joint returns would completely eliminate any basi& for 
the community-property States to claim that correcting 
the present inequitable situation would discriminate 
against their taxpayers. 

(3) In all States the capital, income, and expenses 
of huabande and wives can be adJusted with relative ease 
to give a mlnimum tax. Tbia giYes rise to a significant 
source or tax avoidance that would be removed by requir-
ing Joint returns. 
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important 
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- 2-

The attached tables present data having an 
bearing on the subject or compulsory joint 

Tabl e 1 snows, for 1939, the number or joint and 
separate returns or husbands and wiYea, by broad net 
income olaeees, Thia table shows that the great mass 
ot taxpayers file joint returne except tor taxpayers 
with large incomes. Tne benerite or separate re turns 
are limited to the larger incomes. In the income 
classes below $6,000 there were fewer then one-tenth aa 
many separate returns or husbande and Vives ae Joint 
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,._. 
returns; in the income classes over $6, 000, on the -
other hand, there were more than halt aa many eeparate 
returne or husbands and wives as joint returns. 

Table 2 shows the amount or net income r eported 
on the returns, olaesitied in the eame manner ae the 
return• themselyes were in table 1, 

In table 3 are shown figures tor 1939, i ndicating 
that, in eight community-property States, the per 
capita net income on income-tax returns was slightly 
hi gher than in the non-community-property States, while 
the per oapita Federal income tax was 25 percent lower 
in the community-property States than in the non­
community-property Statee . 

Table 4 records the number or oouples filing Joint 
returns and filing separste returna in each of the 
States . The percent or couplee filing separate returns 
was much larger in every community-property State than 
in any non-community-property State, although in no 
State did more than one-sixth or the couples file sepa­
rate r e turna , 

Tabl e 5 shows the maximum difference in Federal 
i ncome tax under joint returns and under separate 
returns on combined family incomes of different Bi~es . 
These figures are shown both tor the present law and 
tor the Treasury propoeal With the reduced personal 
exemptions. The difference in tax in aome rate bracket• 
runs aa high as ~ percent under the present law and 
30 percent under the Treasury proposal . 
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In table 6 ie shown the revenue yi eld or the 
Treasury proposal• with mandatory Joint returne. 
These riguree are comparable with the yield tigurea 
without Joint returns , anown 1n exhibit go, pages 
202- 2.03, in TreasurY Data No. 9. With existing 
exemptions and With the Treasury ratee the impoaition 
or mandatory Joint returns would inoreaee the yield 
ot the individual inoome tax by $4b}.6 million while 
under the reduced Treasury exemptions and the pro­
poeed Treaaury rates the introduction or mandatory 
Joint r e turns would increase the revenue $476.2 m.ill1on. 
No tigurea are shown 1n theee tables reflecting the 
tentative action or the committee in adopting a modi­
tied achedule or personal exemption• • 
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!!tat-•' or ar. ba4olpla Paal oa ..... ._rf 
Jolll' roftna tor lMhl .. ala 

tae •••J••• or ..ad&tOrJ Jolat .. ,.,.. tar ladlY14-
uh aaa Deoa 4Uauao4 taoroa&JllJ De t ore tllla ooaatnoo 
botll h at 1••• aa4 Ulla ,.... I to .. , raal tlln .., 
beaer1olal r eaalt woal4 follow troa r..-... ., ostoaalYa 
411oaa11aa. It •111 porllap a -. aaotal to , ....... st toa 
so ..... rl&a DrlatlJ ta. oaaal4arat1oaa la ta•or or ...-
ta tor, Jolat .. ..,.. aa4 to rafa r to •- or ta. Malo 
raota oontalno4 la tile atta....a tabloa. 

I ll tM baUo roa aoa tor roqal.r 1Ac Jo lnt nnraa 

-. 
11 tbat a raau, 1a, co••rallJ apoak1ac. u ••-to ,~ _. 
liDl to Tho lU- Of tlla baabaa4 aD4 tho lnooea of tho 
wlto bo\11 Jo1a to aapport \be tu11J as a Wllolo . "-
abUUJ to p&J, lllllloJI 1a roproooato4 bJ &DJ pna \otal 
aaout of faa11~ 1•-· 1a tale •-•· w ... tbar U U 
.... 1Yo4 ~~ OM ~·· or bob OJ)011aaa. to a llow tale 
tu .. or U.Ooo faallloa la tdllell 11otll ••~ aa4 wlta 
reao1n 1- to be n~ataaUall~ lau t11aa t11o taua 
or tboaa faalllaa la atoJI ,.. • ... \ota1 .-oaat or 
1aooaa 1a roaa1Yo4 ~~ oaa apo•oo 4laor lalaa\aa ocalnat 
tllo latter \Jpo or raat lJ (oxoopt l naota r a• tllo root 
\bat both apovata aro WOPkl .. MJ lDOPOaao the naouaar7 
ezpaaaoa or raaDlac t11a boaol . 

(2) Ia \a. alp\ --UJ pN pOPtJ 1\atU l OWP 
Pobral 1._ '-•• aro 1apoao4 oa tnooaoo tllaa 1D t11a 
r oaa1a1a1 ltatao. .t.ttor aaror.l uaalaatloa or a ll tile 
legal ar.-ah, U 1a OV f1N OODYUUOD \bat tile 
41ttoreaoo la tiM rlgllta of wl'fU to t iMlP buDea4a ' 
oaralaca 1a aaaa..ttJ aa4 aoa-aa ana1tJ-propertJ l tat aa 
1a aot or ••• a ollla.P&otar aa w JvaUf7 tlla ulaUnc 
taz 41trtroaUal. tala 4 lftaraaUa1 ecnal4 De ....., •• 
b7 aapara•• 1acla1aUoa. Ua roao'fal tllnap aaa4atorJ 
Jola\ ntuoaa woal4 - phUlJ a11alaata &DJ Deale tor 
tllo eau•UJ-p.....,tJ Stat u to olala U1at oar rooUDI 
t ba pna••• 1a4tlllta'llla auaau• woal4 4 taorla1MU 
• ca1aat tllalr ~"· 

( J I Ja all ltataa tile oapUal, t aooea, aa4 n p .. au 
or h•abaa4a aa4 n••• oaa ba a4J•ato4 wttll r t laU•• •••• 
to Cl'fa a atal ... tas. fbla &1••• rlaa to a alcaltloaat 
••• roo or taz aYol4aaoa tlllet woal4 bo " a09o4 bJ ra4(111r-
1ac Jolat rotvaa. 
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Tba attaobe4 tablae pra1aa t 4ata ba•inl aa 
blarlftl oa the ••bJaot or aoapulaor, Jolat 

!1bla l .aowe, tor 19}90 tbe ••blr or Joln u4 
1epar•t• returaa or ~abaa4a aa4 wi•••• b7 broa4 nat 
incoae olaaaaa. Tbla tabla ebow• tbat the 1reat .... 
or taxparare tlle Jolat return• axoapt tor taaparere 
with lar1• inooaee. !he benetlte or aeparata returna 
are H alted to tba l•"'•r lno01111. In tbe inooaa 
olea••• below t6,000 tbare were rawer then one-tenth •• 
a&DJ 11parata raturaa or haebea4e and wt••• ae Jolnt 
return•: ln the inaoaa olaaeae o•ar $6 ,000, on tba 
other ball4, tbare ware aore Ulall halt aa aa117 uparata 
return• or huebaa4a aad wi••• aa Joint return•. 

! able 2 above tba .. ount or oat 1nooae ~parted 

oa tba retaraa, olaae1t1a4 lD the • ••• aa~~nar •• the 
returae tbeDIIlYII Wl rl lD tabla l , 

In tabla } are abown t118"el tor 19}9, 1nd1oat1nc 
tbat, 1n aigbt ooaauaitJ-propartJ Stataa, tbe per 
capi ta ae t inooaa on l nooae-taa r eturns ••• eligbtlJ 
bigber tbaa in t he aon-co .. unltJ- propertJ Statae, •bile 
tba par oap1 ta Federal 1noo•• tax ••• 2S percent lower 
in tba ao~tJ•propart7 Sta taa than in tba aon-
ooaa .. 1tJ-propart7 Stataa. 

!able 4 reaor4a tba auaber or ooupl ee til1DI Joint 
retur na aad t1linl eepareta return• 111 eaob or tba 
Stataa. !be paroaat or oouplea t111ng aeparete r e turn• 
vaa auob 1ar1ar lD anrJ oo-waur-propert7 State than 
i a ••1 aoa-a ..... ltJ•propertJ Stete, although i n ao 
s tate 41d aore thaD oae-a1xtb or tba oouplea tile aepe­
reh returaa. 

Table 5 above the aex1aua 41tterenoe in rederel 
inooae tax all4er Joiat r eturaa end UDder ao parete 
return• oa aoab1aed raa11J 1nooaee or d1tterent I isee, 
!be oe t11Ur•• are ehnwa botb tor the pr e1ent l ew aD4 
tor tbe treaear1 propoeel w1tb tbl reduced peraonal 
eaeapt1one. !be 41ttereaoa 1D tax 1n aoae rete br acket• 
Mana 11 hlp aa 5' pare111t uder the pl"'eellt law aa4 
}0 peroeat uder tba !reuur, propoael. 
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In tabla 6 la abowa tba ra?ea•• 7ltld or tba 

Treu ur7 propooala W1 Ch uadator7 JolU r.t•na, 

33? 

The .. Clp.r u are coaparabla wUh tho 71&14 tlproe 
vlthollt JolDt rotarDI, lhOW~ ln tXblblt 80 , paste 
202- 20), lD ?roatur7 Data Ro, 9· Wltb axle\ln& 
eua pUone and w1Ch tba ?reaeur7 rate• tba lapoalUon 
or aandator7 Jolat rota~• would lnaroaaa the 71•14 
or tbe 1ndl?ldual lnooaa t ax b7 t-6).6 alllton wbll a 
unde r the r educed ?roaaur7 exea ptlone and tba pro­
poaed ?reaaur7 rotea Cha l ntro4uotloD or aandltor7 
Jolnt roturne would lnoraaee t he ra?eDua tb76.2 alll lon. 
No tlpr•• are abown l n tbaae t able• ratleatl ns the 
t entatl•e aotlon or the oo11lttea ln adopt l nl a aod1-
C1ed 1ohedule ot peraonal exeaptlone. 

•• . · 
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Informal Statement by Randolph E. Paul 
to the Ways and Means Committee of 
the House of Representatives, on 

Supertax on Individual Incomes Above $25,000 
May 25, 1942 

This is more than a moral question. It bears 

directly on the effectiveness with which we can mobi­

lize the energy and the enthusiasm of the AAerican 

people for winning this war . Specifically, it bear• 

moat directly of all upon t he attitude of the men mo 

work on the production line. 

It say interest the Coaaittee t o know of a study 

made recently in cooperation with the War Production 

Board in two of the leading industrial areas of this 

country to determine workers• attitudes toward the war 

production effort . in attempt was made by careful 

interviewing to discover whether workers in these a reae 

were heart and soul behind the production program, and 

if not, why not . The results were disturbing. They 

shoved that the enthusiasm of the workers in war indus­

t ries vas only about half what it ought to be . There 

were various reasons for this lack of what might be 

called workers • morale, but moat of thea boiled down 

to one-- namely, distrust of 1118ll&geaent. And one reason 

fo r this distrust which stood out above all others wae 

the feeling, prevalent among 1W percent of the workera 

interviewed, that management vas profiteering froa the 

war effort, that the profits of business were utterly 

out of line vi th the sacrifices being a sked of our people 

as a whole. There vas no evidence of a spirit of •let 

George do u• in labor 's attitude toward the war effort, 

but there vas a decided attitude of "I'll do it gladly 

if George does it too.• 

I mention this study because I think it throws light 

on the motives behind the President's proposal to place 

a limit of $25,000 on any individual ' s income . Tba 

Treasury is endors ing and recommending this proposal to 

you because ve too believe that it goes to the heart of 

the present doubts and discontents among many of our 

industrial workers . Let us grant, for purposes of argu­

ment, that such a limitation would bring comparatively 
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l ittle additional revenue to the Governaent, let us 
grant also that such a l iaitation upon the very high­
est income brackets would not have any material direct 
effect in checking inflation, yet the indirect effects 
of such a limitation would be beyond calculation. If 
it is t rue that AMerican labor believes aanageaent is 
profiteerinf unduly, then anything that will remoTe 
such a feel nf would make labor more willing to accept the stabiliza ion of wages, the intensification of sav­
ings, the payaent of higher taxes, the acoeptance of 
rationing, and the other elements in the President's 
over-all progra m for combating inflation. 

My own f eeling ie tha t this proposal of the 
President ' s was made with full knowledge and with the 
deepest seriousness as a measure vitally necessary fpr 
the effective prosecution of the war. The tax bill to 
be written by this Co1111ittee will call !or great and unprecedented levies upon millions with very small 
incomes . I submit tha t your Committee will do well to 
consider this proposal earnestly and carefully, and !or 
this reason we are submitting today an outline of the 
technical methode by which such a proposal could be 
carried out. 

I 
I 
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May 23, 1942 

MEMORANDUM FOR THE SECRETARY 

Reference is aade to ay memorandum of May 20th, 
in which we outlined for Mre . Roosevelt the relation­
ship between the limitation of net income to $25 ,000 
and the limitation on chari,able and educational con­
tributions to 15 percent of income. The second point 
of my memorandum read as follows: 

"With r espect to the 15 percent char itable 
and educational deductions, a provision 
would be included which would prevent them 
from avoiding the $25,000 limit by increas­
ing their charitable gifts above what they 
have been giving in the past." 

We believe this position with respect to charitable 
contributions should be modified eo that the amount of 
contributions made in the past would not limit the con­
tributions allowable for the future. Contributions 
would be allowed as a deduction up to 15 percent of 
income as now provided in the income t ax law. This 
matter ie covered in greater detail on Page 9 of our 
suggested statement to the Ways and .Means Committee 
regarding the proposed supertax on incomes above 
$25,000. 

This change in position would encourage greater 
generosity to charitable and educational institutions 
since for persons subject to the supertax contributions 
up to 15 percent of income would be costless. The 
amount of increased contr ibutions involved might be 
substantial since the average contributions reported 
on income tax returns total much less than 15 percent 
of income. 
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May 23. 1942 

MEMORANDUM FOR THE SECRETARY 

-
Mr. Fitzgerald called this morni ng and told me 

that Mrs. Roosevelt had requested a stateaent of the 

Treasury reasons for the joint return proposal . Be­

fore preparing any such statement , I would like t o 

diseuse the matter with you. It may be that our 

previous memorandum on b ehalf of Hre. Rooeevel t will 

be sufficient. We could also furnish her with a copy 

of my statement befor e the Ways and Means Committee 

made at the beginning of the discussion of the subject 

in the Executive Session. This statement appears on 

Page 228 of the Executive Session record. 
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' M3 {~e informatio~ ~~n:ained in this memo 

I 

tJI) telephoned to some one in Miss Thompson's 
~ice by Yr. Fitzgerald. 

, 
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Too loorot&rJ •ra..u.a 

rro-• )lr,hl&l .,. 20, 1942. 

A aote bu ..,.., ball4e4 to .. bJ' llr. ri1•c• nld, 1a wllloll 

11111 Tllooopooe, ukla& tor llro. Roooo.ol~, '(-at• to bR it ~~ 
propooe4 •z.s,ooo ari lao- Ual.t 11 tllo lao- t.ll- attor 

woo oro paid, or it tllo l .S poRoat for ollarltalllo &ad -·­

U oat.l piiJ'pOIO& rill otUl be deduotilll.o. '!'Moo q.,..u_ •r 

bo u....re4 u follona 

(1) Tile •z.s,ooo Dri lao- llodt b o.ttor pa,._t of 

(2) With roapoot to tllo l.S porc .. t oharitalllo &ad 

edueational de4uotiolll, a proYioion would bo 

inolude4 which wol&ld prn .. t til• tr• anldilll 

tbo •z.s, 000 llod t iiiJ' lacroallq their cbarltalllo 

citto abno what thor ban ..,.., clrlac 1a ~o 

paot . 
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WAR I'RODUCTIOH IOARD 
WAS..-rGI&.D.C. 

- u. 1Nit 

ICY dear SeonotarT !bra-thaD• 

I wu 'fUT ..ah illtereated ill )'OUr letter ot 1111r 7 
ill -oUoo !11th U.e pouibU1t7 of obt.tmns - al.l:nr 
lec1elaU.on. • · 

*T w cUacuu thl.e at. the - tiM "" talk to the 
c-ittM about Ula - ot 11il:nr ill U.e bGtadi- plaatllf 

SinOIINlJ' 70 11, 

~~i.o~n 1....1\....-''---"'~--
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Dear llr . w.n; 
I' 11 wt•h 'II''' '~' I learn er 

,ou• YOlutarJ reur ... , alter .. ,. 

.._n "'''J-•1• rear• of Oe••r .... , 
eerYlce, , ... ,J-flYe of Wbloh were 

,,.., la readlrtq uh ud cll'fO\ecl 

11"''' ta Oa••oaa wort. 
I ... , ''tate 'ble oppor'un'''' 

••erefere, •• eonara,ula'e JOa on Jour 

lpll8cllcl oarter ln 'be QoYtrDitD' 111-

YlOI: \o eapr••• •J deep aad elacere 

'"''' ''-' JOS baYe ler• our offlolal 
ruurz ud to wt•ll ,ou ocatt•ecl aood 
Mal"• pr .. perUJ aad oca\ .. \8111\ ta ... ,..,. , ...... 

ltMirllJ , 

... re\arJ of \be fr ... arJ. 

llr. llnar4 t~al'. 
1160 JlYlera DrlYI, 
Coral Oablll. 'lorlda. 

·--~·- t; r .of. ' .~ ~} 

• 
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TREASURY DEPAIIt'TMENT 

Secretarr Korgenthau 

FerdinAnd Kuhn, Jr. 

351. 

.... Yay 25, 1942 

You may be interested in the attached story of 
inhuman treatment of our sailors as broadcast by 
a Japanese Rear Admiral in an official propaganda 
talk to North America. This talk was picked u~ and 
reported by the Federal Communications Comciss1on. 

:7. /( . 
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Official Japanese Broadcast to America and Orient, Kay 21: 

u.s. sailors from the sunken cruiser Houston are often 
severely beaten with heavy ropes by their Japanese captors 
when they lag in their work because of the hot weather of 
Celebes Island, Netherlands East Indies, where they are 
imprisoned, Rear Admiral Toshio Matsunaga frankly admits 
in a talk to students broadcast (May 21, 1:00 a.m. Er~) 
by the Tokyo radio in Japanese to the people of Japan. 

Trip Described--The Admiral describes a tour of inspection 
which he made of Japanese-occupied countries, particularly 
the Netherlands East Indies and the Philippines . While 
the exact location of the prisoners from the Houston is 
not revealed, the text of his broadcast strongly indicates 
that they are employed repairing shell-ravaged airfields 
at or near Kacaasar on the Outen Indies island of Celebes. 

U. S. Prisoners--Tokyo quotes the Admiral: -what kind of 
work are the American prisoners from the Houston enga~ed 
in in this sector? They are engaged in the work of f1lling 
tho holes in the airfields. They are engaged in compara­
tively easy jobs . 

'Lazy' Onea Boo.ten--"There are maey who are suffering from 
hunger bocauso they are not used to the Japanese type of 
food and there are some who get very lazy because of the 
extreme heat. Those who do not do their part are beaten 
by the Japanese guards who are placed on watch in a ratio 
of about 1 guard for 100 prisoners. However, those who 
are hard to handle are severely beaten with a rope which 
is similar to the rope used by sailors . Because of ~be 
pain the lazy American prisoners continuo the work w1th 
painful expressions on their faces. " 
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WASHINGTON 
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c" 

I _,__ tor tile 1nt-tiDD Mel ncOJ'da ot 70111' ~ 
....t a l ett.r witll ....w.e-, dated Je't~N&z7 19, Wld.cll I hew 
rotoeiftd tr. tile lllll.W Stet.. Bi1b C~.uio...r to tile ~ 
pl.De Ielada. 'l'bil c-•loati= 11bicll ._. ~itect 1A tile 
..U br Ill'. Sqre prior to b1a depart lift tr. tile Pb1l1pp1nea 
bas oclT recentq been recei nc11A tb1a D.part.nt. 

Pncticall,T all ot tile tactul 1ntoraat1on cODtal.necl 1A tb1a 

correspondence 11bich bu to do witll tile reported collabontion ot 
oerta1n pram-t ottioial.a ot tile Pb1l1pp1ne Govw w nt with tile 

J1p- bu belli prniou}T report.cl to Wuld.DctoD br redio. 

It w1l.l be aotecl tilet tile Risb Cl-uaioner 1A tile tll1rc1 para. 
P'lph ot h1e oO'I'IIriiiC lett.r c-w octile atti~ or Pru1dnt 
Qaeacn IDd ••- to ~ tbat be 1a ot tile cp1A1on that Preaidlmt 
Qlaeacn ahooal.d ban iaa..S a public repllcliatiGD ot tile m' • ot 
h1e Cab1Aat 1lbo were reportect to bllre belli collliboraUIII witll tbe 

J...-ae. rrca ., - l.Saitect lalaol!t.dp ot tll1a aitutioc u ~d 
eppear to • that PrNideut QaeSOD ._. oorreot 1n bei.nc ft%7 CQal'llec1 
oa ~ Wld.cll be llisbt aq oc tll1a nbject. 111 tile tim place, 
it aboW.d be aoted tllet practiw}T all ot tile int-tion 11b1cb 1a 
aTailable u to tile extent ot colllboNtion ·ot tile Jilipinoa w1 til 

tbl Japarle• 0... trc. JIP .... 60a:&OM• 

!o - 1 tiMa pllhlic}T ll1pt be plaJinc cl1rect.l7 into tile 
banda ot tbe ~·n• 1lbo ......U tMo be 1n a poe1t1oc to rep~ 
to tlleae - tbat tllq Met 'bolmacl tbe1r bl'idpa beb1ncl tllea, Mel tbat 
tbq .... t -••arllT atanc1 or tall with tile J~p_.e. Tbq _.,or 
aq aot be eappdin treuooahle act1T1t1 .. , but ewn it tbq are 
there ia notll1nc t.bat w oan do abo1at 1t at tile p-t tiM aDd 

notbi.nc 1a to be 1.s-ct tiT - calli.nc· tllltil nc11 tiM u w 

-
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~ aatJ.n 1n poenion to - aU tbe taote u to 'llbat s.. aoiDc 
on 1n t!W Pbll1pp1na1 and an able to 1'ftU'd 101&1 tT .,d yazdah 
treuon, I belieft 1 t to be 10Uill! publ.io pollCT to reh-&111 troa 
ex parte j udpiDt ot 8111 wbo - t-d with thl h&nh facta ot 
o.,.q ooc,.,ation and ccotrol. 

Si.DoO~ JWIW• 

~~?.~ 
s.oretarT ot tbe ltlte~. 

Ron. H..u"J llorputhau, Jr., 

2 

' 
Regraded Unclassified



ar. aaain in ~1tioll to a- all t.be tact. .. to 'lbat 1t1 101nl 
on in tbe Pb111ppinea ancl ar. able to rnar4 lOJI].tT m4 ~b 
t re .. oo, I ball..,. 1 t to be eoand publlo pol1C7 to Nh'ain h'ool 
u parte j~nt of ..,. 1lbo - faced w1tb tba harlb fact. of ''*"' occupation &M ccot.rol. 

SinoerelT ;rove, 

-tf-~7.~ 
SaoNtarT of the Illt.;}or . 

Bon. BID17 Jlorpntbau, Jr,, 

!nclo•lll'• 2719039· 

2 

• 
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!M I 1h1 • 

lir• 

ft. ._....,. of tM llaUrlor, 
... w .. toa, D. o. 

ft. -t .. ellarut.r .t tM -'' •"oraUoa .t 
pa '-' .ta.e1ala of \a. 0 saUlt Oot81 \ wUil 
tllciM .t \a. ..... I I ap.diUOMJ')' t,.._ 1a ll.a1la bu 

....... ~' u•nn. rutuJ. 'bri.t Npe1rW _.. tw­
aiU.. J'ft 1a ... ~ ~ tbe .. .,...t&rJ ot It&t. 
loa. WI -.liaS, bt»\ll daW r.._,. Utll. !'-sa •IINPI' 
...... ~ 'N1..t .. I .. ta111ac t.b1A opportuiv 
ot t.wrcliJII eoplN ot \a. ~w oiW 1a \a. taa­
sr-a 11M o\1181' perUMD\ aWrtal. 

ft. pU'\ plqM _, 1111'. Jorp •• farpe, ...... UrJ 
to tbe Pno14 .. t of tbe 0 ••al til allll a ....,_. ot IWI 
O&biDe\1 llu orua.ecl OOMi darable oo-\. 'Ilion \a. o­
..adiJII a-..1 •-•"' \a. lloaada ot \a. oirll ~ 
_, h.a llaaila

1 
Pnoidallt-- eppo1AW Jill', ,...,.. 

to tbe ~ -w pMiU.. .t ._.,r or ClrooW ll.a11&". 
!be i IIIII pw;aea of U. appoiat.n\ na to pNHJ"'N 

ordar 1a tM Cit;J ot Jllla1l.a chi'111C tbe iatornl bo-.. 
tbe -.1 ot tbe tbiot oirll ott1ooro aD4 tbe arrlnl 
ot .,..,._ .. r-, \a. pU'io4 Deou~or 24tll to J~ 

lot. o. tM arrinl. or tM "•-" 1111'. ,..,. .. 8IIPMft 
.. , \o 1o1ft .,..Sp S Ilia ottilJo, 'boat to ba'fo II '"" U 

..,... ...._ a iat.-1 _....t&ML .. wua tbe J •ptmee 

ortUUlo •W tM •• d .. ,.. .-... .,..,._ .. aupi-
ot a.,. 11 .t aww allll ... u ... 0 ....... 

ft. atUt.da of Pno1clea\ •- 1o - o-s.t \al . 
a. llu t....s .. ropd'otto.. ll1o ott1oial pooi U011 1o 
tiXJii '"" 1a Ida Proo'••U• ot J~ 29tll, a oopJ or 
Wb.iell i.e eel . II d. 

011o or ""- de J81'0 orUiJ1c fro. neb ool.lohora\1011 
h ita poooibla otrMt o• r<Hp1 .. \roope 1a tile t1.U. 
A poapbio UluvaUoa 1o toad 1a tbe dioViba.\1011 UOIII 

tbe 

-
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-2-

u. t.roope at U. -hu~ lMtl.e' Itt. ov lou u4 

.......... 1a ...... - ... - .r ... f.a'p8, ~ 

~ ......... prob&bq .... 110*-l tot .. 111\ll u. 
ftl1a lMtl.e' 1a • pl.- tot ... ....,. to lq ·- \~lair 
ar. . 

.Ia 1.1101clloMe ot * .,....... .r _,...au- 1a 

to'GIIIl 1a U. ndio bnllldoan oa fallrcoar:r lJ\Il liJ' ~ 

Oalaal ll&nl, - .r * _.. ta.n...U&l at u. IIIII'M 

Ot Jolo, Be 'IIIU~Oift Ina lliUdl& edt1.8illl Jld.& peopla 

to p aJ.-r 111tla Uoi liJ M , 'ftM &dolr&N ._. li'Oft 

1a U. -.ala '1 ..,... _. 1\ ._. ...,_w ia ... U ah , 

If I Ueq ,........, 

(~) J'I'Uoia •• ..,... , 

...,._, 
l . 1.&\w ,_, tl, 1Jio2, olol'p I . f&I'IU u4 otMN 

to ... 0 1 1•4hh' .r ... l.llpa'1al ,.,._ 

- ,_._ ia """ Philipp!•• ral&U n to PhUip-

pia& 0o " ot ltaw ......,. Jepa u aupS.-. 

I . AI"Uela Ina tM ( lliUdl&) !ri~ Ju, II, 19io2 

Nl&Un tot PhtHppl• ...... u .,. a 'MI•­

., ........ ...,s.-. 
), OoPT ot ~Uoa ot Pra&14n\ Qae- Ju. 111 

lJio2 1 Nl&U.,. JIM ltpp!M ..... t.i.,. C I &•loa 

.... 1.,.. .. • up~. .... 
Jo, "-rip\ .t nd1a 'llroM&In liJ' Jorp I, farp& 

Ja. )11 J.U, - lwU.. .:., ..ua, ral&­

u.,. ..... u ... a-i&&iOD u4 oooperat.iOD 111\ll 

I_; •• Oltw \.. 
s. GOJir .r priatod l&atl&\ dinri"tod "' ,.., .... 

1a Jatua, .. u~ ·~ ov...., u.s ..... ....,. 
ia Jatua•, - priatod - ud UU. of Jorp 

I , 'VIM· 
6. aow .r ...... u ... OrMr ... 1• "' u. ~ 

.r u. ..... u .. a-ia&iOD· ._..,. .r Oli e'~ 

au- .r u. O..Val ,..,..,.vat.ioa <>rcua u4 

hd1&1 , , .,....... Ina !loa (IIIDU&) a-lq ... 

h'llnar7 l, lflol. 
7. Ooan.nat.ioa ..,U. .r., radiop'&M loa. lolo ud 

loS (~ .t ~t.i&l aocle) , teUI 

reb. u, Ulll· 

Regraded Unclassified



lxM''"'7• 
Ill nopoue toe tM _ _,. ol Jftl' I:DelloiiO)' 

u 01 ncler..iA-Ohiot ot tM x.n.u .J~• Poroeo, 
Oft tM au. ot .JaaU~T, 1?112, tllrftP .... .Jorp •• 
forsu, w baft clllq ta11ea aow or ille ooataw u..r.­
ot all4 rMIINVI!llT • 1 - ov craU.t.M tor Jov 
~lnq•o -a ol oolioit.M ...... tM wltan ot 
CNI' pooplo. 

• bee to 1atona Jov ~' ••17 U..t, ia-
pllaiiOo w1 tA pv ..trioe, all4 ba't'iJic ia GJIIl tile 
croot idoalo, tM tl'MCioa all4 tM bappi.Duo ot our 
oOiaDV)', ... an naq to obq to tile beat ot our &bill-

V all4 111. Ulia ille - at ov diopoaal tile ord.oro 
1onocl 117 U. x.n.u Jap&M• Porooo tor U. .tAt.­
- ol ,.... all4 order all4 tile on-Uoa ot tAo ftllbe'~ 
ot ov ,....a .....s.r U. .Jopanne IIUituT Jdlda1oW.Uoa. 
eo.......,t.q, w baft -u.t.w ouroolfto iato a pro­
rloioll&l Jlldlippino eo-u ot It&t. a114 w an •mltlbt.­
q proou11 ~ to d.ratt our .irtiol" ot Orl&lliu tioo ia 
liDo witA Joar .._Unq•• ..trioo. 

Anilial ouroo1 .... ot tAla opportooiv, w ....,. 
to Jov Juoll...,. tM .. .......,.. ot our ldiJio•t ooooi­
clooraU.oa. 

QUllta PAlliD 
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-z-

.k)8 , •• u .. 

.... J. ,.. ... 

.U'IIliiiO Ia Ul !LA~ 

ILPIDIO QUDtliO 

.10111 IUJ.UftA 

!XWJ"''MI !U 

n.uoxaco Lt.nml 

IWilll .U.ualll 

IIICRIIL ~ 

.&LI.I.U.O IOCIII 

,..., I&IIIDO 

WJMTO AD&II 

,..., o. nn•n 

.aa owas 

... ftLC*)IO 

JJ041MIAYAIID 
....,., ltJI!')f,• 

ifAFIU ,... 

lote& w e1pecl - ~ -· _,, .... 1Dd1•tecl "' 
Uterillk 'lti.ela 'IOP'e WMJ.,...., 
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-

_,_ 
(OOpiH tna M ,., ... , lllaila, ~~ tS, lJIIJ) 

.U till nai.,_ ot lpee•• ~- .t.. TlllAI • 
,..,.._ia lu\ J'l'Uq •I'Billc· )0 proidJie!lt rillpiM 
oftioialo 81ld priftto uu-, alpM till doe \ 
abo'ro -U.taUJII u-1.-a. prortaia!l&l Pb1l1pp1at 
eo-u 11 ltoto. 'ftla 1tph1 et till doe-\ wu 
JII'Uodd '117 ~ -UIIII of aa apllratoz7 
uwro. I:A \bl.a doH \ 1 ..WZ..uocl. to t.bl II Mr_ 

~~~of J.-• Slpedi\l0M1'7 roroaa, ~ pl4dco4 
to oboJ till ordere ot till IJipl1"1al l'P'" u ,_ 1a 
till iaierNt of till .a•- of ,.... aad Ol'dllr 
Uld till ,.._u.. ot till wl1 41out of till ,.oplo 1a 
t.~~o Oonpilll !vrHorr. rov ot )Ia ,. ,_, J'S.l1p1Jioa 

t.u.cl tor fti'10Q8 ,._ to lip ~~ doe \, 'ftla7 
Wl'tl ~- Fabella, .t.lt- W ' aa, ~- 'alooo aad 
.... .,.... ........... It ... \bl.a ._., 11111oll ... ~ 
-w to till ...,..._tou. .... of t.~~o ' Nle"-11>-olliat 
in till IIS"iaGIIIJIIeU lu\ rr1Aq at\IJ-!l a\ .uJ.tuT 
~·· !1M ao-11 ot 1\ato tor.M t.bl baaia 
of till a1Til adidJde-t.ioll ot tile Oeoap1ocl. r.m to17 
Uld ao\1 aa ... ldT11017 to t.111 luouti't'l Ooaieaioa. 
JOJ'II 1. 'arau wu 11PJ101atocl. eba1niUI ot t.11o luout.i't'l 
Oo+l1aoioa '117 \be ~Met. 
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oo•™JOI D•Tmo-·-· 
OIIJ&IW!Ia. PU8 

.APPIO'fAL 
or am.nur 
a IOGWr 

lent- et Ol4 

~- .. .. ta!M4 

!be _u.,. o teetoa ot \M &irll ...,...,._ 

wat.ioa eetabliebld 1a \M oonpie4 temto~T bel4 
it.a tint. -u.. ., .. , .•.. " ,..terd.q attenoo. 
to dill plw tor \M .,....taaU. ot \M -
odw!"'•W.Uft • ...,... adilr Order lo, 1 ot \M -

w 1 r-m-.Met of * Jqe•M l:l:pedlt1oM.rJ roroee . 

!be ••etoa na ...,..n.c~ to ban rMObecl u 

apo t. oa u.. a-.1 n--.. rt or \M - a-era.­
-t. m.au-a J~ •• ,....,.., - preli1ded ...... 
u.. -UJ!c. w1ll"pn-\ \M plu \o \M ... _ ...... _ 

ia-eloiet tor appronl. 

It ae --t.oocl tba\ ettor\8 w1ll be-
to retaia u .u111 ,......,...., ~· 1a tbe Ml'Yioe 
U poeeible, elt.boqla nbet..Ual rechaoUoD M7 be 
!lade 1a ul.ar1N ot ott1o1ale 1a u.. ld&ber braobw. 

Uter u.. -UD& :re•t.rda:r. Cllla1raD ,....,.. 

- n ao t. u111aa \be IIMde ot tM bvaau 
&ad omoea al.eUJ!c prior w the JepueN ooo-Uoa 
w ...,.n w \be ...ete&ioMn II&Tia& juUclioU. 
..,... tla&ir r- eourtu ... 

o •w-r ot :rawnor -•po I . .t.qaiao, at 

360 

la1a ........ or at \be ott1oe or tbe r-~' 
ot tM 1aterior. 

ao-ote&ioMr ot n- .t.Dtoaio de lu .t.lu, at 
1o1e re&i ...... ., a\ u.. ett1oe ot U.. to,_. ~\ 

otn-. 

ea-lfti- et .l'uUoe Joee p, L&vel, a\ ld.a 

ne11 r. 
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1~1 sri! re1~1 ~~ ~~ ! 
.. !h. 11 tr liJi!~ dl ~-
riii i!~~~ ¥iti~f !: ~~sl ~ 
};I lf~!l a~!;l f( · 1 J• t .. ~ ~~r;~ !r£1' '~ r~ ~~ I 

fra~ f~Jf rrr : tl ~~ ~~ N 

~ ~~ ~-~ ff~~ :~ rt • I 

t~~ ' ~~ ~· 2 

1!1 ~ . fl ~~~J il ~~ ·l 
!• r 

~at ~1 
i~l f~:i ~~-~f i~ 

~ ,.. 
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~ { I f ! I i ~ ~ ~ ~ f f I ~ l ~~ I E ! ~ r. 
•• 15•( I ~~~~i trl!~r 
ij~i;; liJ. ~~~~~·il:~r·\t 
! i ~ ~ ! f • I f r ~ ~ ~ I ~ g ~ ~ ~ ! i 

f f i t 1 ~ I ~ I f ~ ~ ~ ~ 
I l i ~ 1 i ~ 1 i f ~ I i I I ~ I } i I ~ f 
I i J t ~ f l t c i I f I I I I f • t f 
· l • , r 1 ~ , t t ! • r 1 : ~ 1 f 1 r ~ 

. I I 1 i i s 0 ~ ~ i ~ ~ M 1 ~ [ l 
l 1 f J ~ t ; I i ~ i • ~ t [ ! ~ , f ' f 1 
t )•lr~!·•rilg~rl~li .. f•l­
!. · 111~i!lif!11i~~-f· ~It 
f f l ~ i • i ( I i I i I i ~ f I i I i ~ I 
(lJ~ffJ . ~Ji~ ~;~ · ii•' 

~ 
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fl~=~ ~r,j~i-~ar~ 1Jii! s:rtet~rf~i~'i'!l ~ 
~~f • ~~~ t •• r t! ~! · ~·~· ,~ 1 1a 11• 1 

-aff ~- I ·~~~ ~r~ i ~J:f: l; ~~~~!~~ 

l11r~( ~f'ft~Jll,~ ~~!~. ii~fif•i!f!(~f:b, ~ 
~ft••~illi f·!li !i 3 g~(~!,! ~~ 

r•ra! ~~~,~~··~~: i!~;r it~f1 r· fs :~f!~;• I 
i!~l! ltlilc!!~!~ fg;I~ ~~!1~;i!:!~!~'~l!rl f ~! •(f ~iq~ r~i~~ ~~fd. o4o 'if ,r ,,~,. 

l•'i~~ f ·~ lllf= rt'i e~i r~ !f i ~~' f -

I ~~~fi j~~~~lfil} !!!~! j~~~!;~~,~l~~~~:f 
I 

=i=~, 
a~:B 

I
~~~ 
leu 
Stl . ~! 

~ilf' 

~~~iii 
~ . 
~~~! . I sa 
!; ~ 
r~ i 

:;1' 
~~ I 

• 

\ 

~ 
~ 
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-·-
u < 1 z 1 I I 11Uil ....... I\ !.a ~t.ln, ~. tM\ 

... 8lloNl4 ratft1a ,_ .-1\\Sai .... .sa .... ·~ 
or , ..... 1 te \M s.a-..w et tM ~ 1'1; 11 rw-. 

OV people...,.-" ' 1d _. 1deela et trullla 
...S I 1 'J S1 I 1llbiAii ..... ..w.lU late- .. t.ta, ...... 
U.. Jope 11 lllll\UT *c$-1~'~-trat.ta, I • _.. \ala~ ..tteot !.a 

a - - ... w1tll U. i....s.~ 1dll wldU - pMple 
llaft .._.-....,- Dll ~'~ft1 W 81l&lllle able te NOtoft 

JIM" ... ~))··· TJbt1ld- ......... deeelate"' .. 
nnpe ot wr, ...S - •re llr1al ,.... \o ow _.,., 

WUil U. &14 of DlriM PNndeMe, I ........ \o a.,. 
t.ba\- IIMll ... able l&lt.ta\oq ...... , \M I'Mllat.lft 

of _. •t.l-.1 ~. 
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OD beb&lt of tile IH'=•~' ... u \lot CJMI - et 
1 ~ ft!Hpp•• ot ltaw, I vao,.. to 1q 

c11>n .,_ .,... t U•~ ... eM ' a ...,.,.u.. wt~ tile 

AMrl-~· 

!lie ,..._, ..,. - tonM ..... ,.,.. b7 \lot a..no­
I.apw1.aliaw loMde4 b7 Pree1....,\ llauTol\ no, - tile 

111PMri\1eal ela1a \11&\ \loq .... tlPU.C trw ~I IUU71 willll 

\o ...u.. ... •111Mw \1M Wllole -u. AMrloa u - -• 
ot \lot ••\oft lee!.,. • wb1u 1a - 11a1t ot \M -u Ud 

tile 111'1\lell ~ wbiu OooqlSI•- tertii ot \lot- et 

tile ..nil 1a - 'ri ~ 1 .. ,_, ot \II& ..,_ted. Ita \eo. 

~-. A.rloa -w.le tlll"M r-t~ot ot \lot -u too~q. 
!all,..,, ella oUll .....,.. trw \lot a ,., .. toortll wlliu 1a 

tile on.t, --- bel' .,... tor JI'IOU' 1a s-\lellle. 

Japea 1Iill anrw _, w AMrl- .t.lai&Uoa ot tile 

Orlea\. ODoo~:t.:O llu t.oba liP.,... w •- \lot U. ot 
Oooldat.al oo \bat Ula _,be pn.eu rl4 trw 481a-

\lu -a \lot ,_,,, •• tor \lot J'Uips-. J'v\balwn, 

PI'IIIS.er tojo of ,.,_ llu "'eeJ:r pa 1114 a t tile TtUo­

au., ot \lot ~Ilia\ 11114 oa JfllliMZ7 n.t, l ,UJ 1a 

wlliell Ill 1114 1a per\ •Jepu 1Ii.ll ill4l:r pu\ tile ft!UppS-

1\1 1 IJJ ' I 00 loa& U 1\ ooopon\10 ... IIOI,.S­

l811U' I fi'OIPU ot uhhlSehS .. I Qnl\er lu\ Ula 0o,....... 
,.tv ~p~~~n .• .t.ro ,... co111c to be tnitoro • u. ••-
ot \lot Oriat.al ..... , I 'II till\ IMTil' 1a \lot 1111\oJ':r 

ot ......... lou \lot 11111\o people flllcll\ t rw tile oolrwM ...... 

ITia - \II& A.uioa I I pd aln;rl plau J'OI 1a tile ....,_ 

CUft *Uo .a-u- ool dSrwo 1\l:r 'boii1M. 

a .. a- ia .. ,.., ,.,.. 11u - w loolp v roolloo 

- u.1.o ... ..,a.nu..o Ud ol\llllilll oa I lo, ~ 

\ural ... lflrit.l uatedar'lq ot Orln\11 -~­
a\ \M Qroa\ ... , Ula Clio Jrnperlt;r IJIIoi'e• Lo\ v aMIII 

ott \1M ,..a ot Wid. \a 41Ca1Uoe to-, 1M tiM • d1p1.­

t1M pllu tor u _.. ~ oo~ ot Orloo\11 •tt-. 

0oP7 ot loltlo\ 
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(!be to~ -bull 1114e or lealle\) 

"*'A'*' ?'P 

U!l rnsp<m or ~ ee)ltor u4 u.t.r 

tri...U w1ll roooiwcl opeohl ooM1.4eratiaa '117 

pro-t.l.ac tiWI oon1 to tbo :r...,orl.allape•oo rorooe. 

(Japuooo oll&raetoro) 

366 
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&DOUdti Gila 10. 1 

na aoooraa. rlt.a. '+rllll•tn\1.,. Order 1o. lor t.a.e 
oo-nder-111-4Jdor or tM ~rial Jopueoo roroeo 1a tM 
l!IUippiaoo clat.lcl .r~ )0, lJ!a, ud pvnut u tM utbori­
V ooatOI'I'M wpoa • u liMd at tM O.tnl AdadaS..tn\1 ... 01'­
c..U.U.oa liTo...-. lo. l et \lie 8&14 ' .....,._~.r of 
tM ~ ,.,... .......... i t s.. lllnbJ Ol'derld tki -

.u!IUI 

1. Ceatnl •cl!r!a••tnu. ... OI'IW 

OWnu ot tM ...._u. ... Ooolliuioa 
lwlcet ud A...U.\111c OttiM 
Ia-. at Cliril llerriM 

All'lrM1mac.....,.. 
Otti .. of liDn\.1." IMNtlrJ io tM ao-l.ooioa 

( Oftioial Gul\te) 
.._. of Pill' b oo ud looppq 
Ia-. of PriaU.C 
Ooo u \ 1"a14 er OonV..llod Oorporat.l.oDI 

DlpU't.at ot \lie nat.rtor 
Ia-. et X.oel Ooou u 

(Pronaa:l.&l, Clito7 llmioi,U ... .,, l•ll:r 
O:rpa:l.Md lMa1 Cleft~-- 1M) wt1 .. 

cn&'- loadl&) 
Ia-. ot O..'"boal.uT ud r.lioo 
Ia-. of 'ol'li- Ullin 
....... et tM c.uu aarl lt.U.ot.l.u 

Dlport.at of n-.. 
Jveaa ot tM froouvT 
._. of Outo. Uld I•ul'DAl ...,._ 
....... •t P'··ee1 .. 

(IMhdl.ac .,. ... .,, ~. ou.) 
Oo•• t a.rrioo IaoveMO l;rlt. 
PloUippiao CbdtV loNopeioiiOI 

( 
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f f' :>' ~r f1r 

: V~t ~ • ~U~~~~~Jt;Jf!U~IhUJHf,fi~t~ 
I ~~~ 1 f ~~irl!tf f1fr rff[ a a ~lf!! ~~ 

-a J 1(1 ~ , ~r ltf )1 rtr! 1 i !~[ff t f. [· c ~ I 1 IJ!, ll 
:i I tf~i • ' ~ ' s~f f rr 
li I tC I ( .. ~~ 

~ iif ~ f l 

;. ~ii J 
~ 

~ 
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1. no- ... (lludla) ......,. !ri'--, hb. 8, uu. 
1.- Old.aw, 111;rV of Gnaw IIUUa, 
.,.,.... 1. ,..,..., c:M1noa of.._ II:De1lu,.. a ..... 
1orat1.a lllnftt, .._'-7 of tM II:De1ltt,.. c-t.n1a 
11larlo t.ara, Dlno"" of Pllblio 'hlt.,.. 
Lt. Prooopl.o lel.tna1 Gld.ef of Polioo, laa hall 
Lt, 01rll.o AMp, Oblof of Polioo, ~ 

Lt . lioolu o.ta, Gld.ef of Polioo, QM.- Ci• 
Lt. ra ·- l'olotu, Old.of of Polioo, ....., 
Lt. Pi..,W.w .......,, Oblot of Polioo, Oo' a-
Lt. W.. •llmb, Oblof of Polioo, laa Pedro !lUaU 

L\, Claro 'Ieber, Oblof of Polioo, ........_ 

,... Jlol•-· Uciotut 111;rV of Clro&w 11u11o ...,.11"' a. Aqod.Do, a-s.uto_. of 2M Iatorior 
Jooo No, Oblof Juttoo of hp:- OoaM 
l1oanlo hru, Old.ot JIIIU.. of.....,_ Oo..n 

Jorp 0. looollo1 Oblof llllt.ioo of ••- Ooi!M 
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TREASURY DEPARTMENT 

INTER OI'"F'ICE COMM UNICATION 

To Seoretar enthau 

,.o.. Kr • 

SubJect: 
Week nding llay 23, 19 2 

Summary 

371 

COIIFIDEH'l'IAL 

OAU Kay 25, 1942 

(1) Induatr1al output roee acre than aeaeonally in April 
carrying the rRB adJuated index of 1nduatrial production to a' 
record high at 174. !hie comparee w1tb 172 in the previous 
month, and with 166 laet Hoveaber Juet before our entry into 
the war. The April riae wae featured by a fUrther expansion 
in production of aaohinery, ariiUUIIent, and chemicals, as well 
ae a sharp oontra-aeaeonal gain in toft coal output. 

(2) Stook ·aarket activity recently baa been characterized 
by ino~eaaing strength in •peace• etocka, while •war• etocka 
have continued to decline. Taxation factors undoubtedly have 
contributed importantly to this divergence, but indications 
appeared laet week that tome eh1tte in market positions were 
being baaed on a more opt~ietic appraisal of war prospects. 

(3) The recent lag in retaU aalee, 11t11ch ns attributed 
in part to the ~nence of retail price ceilings, has appar­
ently continued aince the ceilings went into effect last 
Monday. The WPB ia expected to take eteps shortly to regulate 
wholesaler ' s and retailer'• inventoriea, which are believed 
to be unduly high in many instance&. Department atcre stccll:a 
in Karch, for exaaple, were 45 percent above year-earlier 
levels (in dollar value) . 

(4) The general price level receded very slightly during 
the first week in which wholesale prices were subJect to the 
eeneral max~um pri ce regulation. During the week mentioned 
landed Kay 16) the BL8 all-commodity index declined 0.1 point 
to 98.5. The BLS baa estimated that the general aax1mum price 
regulation extended control to 77 percent of the ocamoditiee 
in the index aa oc!lparad nth 52 percent under foi"'IAl or in­
formal oont~l Juat before the ieauanoe of the price regulation. 

- - -
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Ip¢yatr1al gutput at new high 

Induatrial output roae more than aeaaonal1y ln Aoril 
and the FRB adJuated index ot induatrlal production conaequently 
advanced to a new record h1gb ot 174 troa 172 in tbe previou1 
month, (See Oh4rt 1.) On an unadJusted baaia the index roae 
4 pointe, =;ktng the eharpeet aonth-to-month gain aince our 
entry into the war. 

The principal taotore in the rise were further expaneion 
to new highs in the production ot machinery, transportation 
equipment (including aircraft and ah1pbu1lding), and cheJUioale, 
and a sharp contra-seasonal increase 1n soft coal output. Tend­
ing to partially offset these gaina were deol1nes in the output 
ot crude petroleum and gaeoline, ae well ae a1ackened deliveries 
ot rayon, and lower production ot paperboard and various other 
products. 

Peace ttogkt lead ••rtet r1ae 

Deaiite the steady rhe ot armament production, many lead­
ing •war stooka have recently been declining to new lows tor 
the year, while 1ncraaaing interest hae been shown in eo-called 
"peace• etocka. Thia divergent trend waa brought into sharper 
focus 1ast Thuraday, when •peace• etooke led a rise in the New 
York market and trading volume expanded to nearly 560,000 
shares, or the largest total since Karch 6. 

At the cloee ot the tradlng eeseion Thursday, the Dow­
Jones average of industrial stocks stood about 7 percent above 
the April 2S low, and was at a new high on the slow recovery 
whioh baa been under way eince that time. This riae has 
occurred despite a number ot lmportant dividend reductions. 
Among others, 4u Pont, J ohns-Kanv1lle, and National Biscuit 
announced dividend cute last week. On the ot her hand, dec­
laration ot the regular dividend by the American Telephone 
and Telegraph Company waa a stimulating influence. 

Tax tactore depreae war etocke 

The deoline ot many leading •war• etocks to new lowe 
tor the year has undoubtedly been due in part to prospective 
heavier tax burdens, which w1ll tend to attect these indus­
tries more than the so-called •peace• induatriea. However, 
a number ot recent aarket devel opments have indicated that 
a more opt1miatic attitude on war prospect s was also making 
1taelt telt in the markets. Thus Thursday ' s stock market 
rise was accompanied by gains in Danish bonds and in bonds 

( . 
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or the oit:r or Warsaw. XoreoYer, aecond grade rail bonda 
which haTe been ben~ing from war conditione, deolined ' 
no.t1oeabl:y. Ooaod1t:r prioe deolinea were alao attributed 
1n part to talk of a aborter war than had been ezpected ao11e 
t1me ago. 

Last week' • decline 1n our price index o~ •war• 
atooka carried it to a new low on the exten~ad decline tro11 
the 19~2 hi gh reached at the beginning ot the 1ear. On the 
other hand, the index ot 20 •peace• atooka baa been rle1ng 
s ince late in April, with the reault that the market's re­
cent appraisal or the two groupe or etooka hae placed the 
•war• atooka in the pooreet relat1Ye position since we entered 
the war. (See Chart 2.) 

Stock prioea higher ln London 

Induatri&l stock prioea in London haTe been rlalng 
gradually alnce the latter p~t ot Karch, th~a anticipating 
b~ aore than a aonth the allgbtl:y r i raer tendencies reoentl7 
1n eYldenoe ln the lew York ~kat. (See O~t a·l B7 the 
end or laat week, l .nduatrlal stock prloea at LOn on atood at 
the hlghaet leYels since February 11, whereas lnduatrlal 
atock prlcaa ln Hew York were 7 percent below the le•el pre­
vailing on the date aentioned. Bualneaa in the London market 
recently ls reported to haYa been slow, with trading o~ac­
terized b7 a tlra, confidant undertone. 

Retail &alee lag 

Depart11ent store aalaa 1n the week ended KaJ 16, the 
last week before the retail price celllnga went lnto ettect, 
continued to lag and ran onl:r 5 percent above year-earlier 
leYele. (See Chart~. ) This comparee with a 6 percent gain 
oYer year-earlier leYela in the preYloue week, and a cumula­
tiYe gain ot 19 percent t or the :rear to date. 

The aarked narrowing ot the salee gain oYer 1941 leYela 
ln reoent weeka has been aecrlbed in part to the ballet that 
consumers were deterring purchases u.ntll atter the ettectiYe 
date of the retail price oellinge. However, prel1m1nary data 
tall to reYe&l any ruah to buy now that the price oe111nga 
are ln effect, perhaps ln part because tears ot rising prlcee 
haTe been calaed b7 the price order. 

( 
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fbue Dun and Bradstreet's vee~ survey or retail trade 
indicates that, t or the country as a vbole , retai l trade last 
week actually tell slightly below year-earlier leYele eYen 
on a dollar baeie. In view ot the substantial rise in price• 
during the past year, eucb a shoving would indicate a ei&e-
o.ble cut i n t he physical Yolwae ot goods sold. HoweYer, in- ( 
sufficient time bas elapaed to aocuratel7 appra.iee the etteote 
ot t he price order on oonewaer bU)'ing. 

Wholesale and r etail 1nYentorz control expected 

Press reports last week indicated that the VPB soon is 
expected to i ssue orders t o limit the amount ot purchases and 
inventories or large wholesalers and reta.ilere. It h con­
tended that exoeasiYe inventories have been built up, and 
that some retailere1 etoolte are auoh aboye noraal requirements, ~ 

--' while others are unable to meet the needs of their communities. 

Stooke held by department stores bear out the contention 
that retail inventories are abnormally high. After remaining 
fairly constant in 1939 and 19~0 , department store stocks rose 
sharply in 19~1, particularly in the latter halt or the~1ear. 
A further sharp rise ooourred in the first quarter or 19'1-2, 
eo that by March department s t ore stocks were ~5 percent 
above year-earlier l evels. In New York Oity, department etore 
inventories in April were 77 percent above the corresponding 
month in 1941, 

This heay;y aocwaulation ot mercba.odUe inventories bas 
undoubtedly eottened the immediate i}lpact or curtailaenta in 
civilian goode production. It baa thue tended t o.r the t1ae 
being deceptively to minimize the difficulties ot etab111z1ng 
retail prices. The real difficulties will be unmasked when 
present retail stocks are ueed up, which will doubtless ooour 
at a time when oonauaer incomes will be running substantially 
above current incomes. 

Sales retarded by general pr i ce order 

There are indications that in the tiret week or applica­
tion ot the general III&XUIWD price regulation to both Whole­
sale and retail prices, a decline occurred in wholeeale ae 
well as in retail trade. The decline in wholesale trade 
undoubtedly reflected delqe in &dJuetaents, continued un­
certainties oYer reYiaione, and deadlocks ever the allocation 
ot narrowed aargine aaong the yarioue distribution levele. 
The drawing down ot inYentories wae alae a factor, eince ap­
prehension eYer higher prioee vae largely removed ae a buJing 

incentive. 
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Although aome 41ttioult1ee have been remedied, other 

problems remain to be solved. An ottioial ot a large depart­

ment store poi nted out in a reoen~ press report thAt , as a 

reeul t ot having kept prioee below replacement ooet a tor 

monthe1 t he retail industry nov finds itaelt with a lag ot 

about •5 billion per year frozen against the retailers. 

Stating that 90 percent ot auoh aerohanta do not have atooke 

to last tor 60 day a, he oont ended that when theae are de­

pleted and ooeta ot acquiring nev etooka are round too high 

retailere may tail while awaiting OPA relief. Possible aav~ 

ings through VJir1oue eoonoa1ea, he aaid, "'uld be more than 

offset by loee in volume, with a 15 percent reduction in 

volume t oreoaet t or 1942, and a 25 percent reduction tor 1943. 

In t he toed industry, manufacturers ' aales were reported 

at a standstill. The selection ot March prices a e a ceiling 

base apparently caught manr 41etributora with price lieta 

..,. retleot1ng 1941 coats. According to trade reports
1 

auoh 

prices in some oases ware lover than aanutaoturere prices aa 

ot the same month. This has not only tended to atop fur ther 

purchases troa aanutaoturers, but in aoae oaaee has led to 

demands by distributors that manutaoturere take back shipoenta 

made at March liet prioea, since diatributor•' costa on auoh 

goode exceeded their permissible reeale prioee. 

OPA pri ce ruling• 

Several tar-reaBhing rulings were iseued las t week by the 

OPA. Sales on Aray and Havy contracts tor products covered 

by the general maxiaua price regulations were exempted troa 

the order until July l , t or the stated purpose ot bringing 

such contracts and purchases into conformity With the regula­

tion. To alleviate dittioultiea arising trom the requirement• 

ot competitive bidding, by July l the OPA •BY set definite 

prioe schedul es on goode needed b7 the Army and Mavy. Textile 

aanutacturere especially thoae With large contracts tor 

woolen goode ~warded in April at prioea which took account or 

wage inoreaaea, are reported to be raced with eubetantial 

losses. Armaments, and liX allied claeeee ot goode, vera 

permanently exempted trom the proviaiona or the regulation, 

to prevent any interference wi th eeeential war production. 

The tirst •roll-back• action was taken by the OPA last 

week to make it poaeible tor tanners t o operate under the 

maximum price set tor eheepekin leather, and t o avert price 

advances tor ahoee and other consumer goode mllde rrom such 

leather. The measure coneietad ot ordering prices t or 

pickled aheepakine back t o October levels. 
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Wholesale prioea little changed under general 
price order 

3?6 

The BLS all-oo~d1ty index or wholesale pricee receded 
only 0 . 1 point in the week ended May 16, the first week during 
wh1oh wholesale prices were subject to the general maximum 
price regulation. (See Ohartsin) At 9S.5 percent ot lts 1926 
average, the index was more t 1 percent above ite h1gheat 
level during Haroh 1942, the baee peri od stipulated in the 
regulation. 

This rise since Karch, in part, reflect s higher prices 
tor certain products not subject t o price ceilinga. It may 
i nd1oate also that the maximum prices or some oroducte in 
March were not tully reflected i n the weakly index at t hat 
time . It is possible also that prices ot eome commodities, 

~ as reported during the week, t ailed t o show the full adjust­
mente which are required. 

The BLS baa eatiaatad that ae ot April 2!, Just before 
issuance or the general regulation, more than 52 percent 
(value baeie) ot the commodities covered by the i ndex were 
atteoted by tormal or i nformal controle, and that the regula­
tion extended contr ol t o 77 per cent. 

Oomparieon ot controlled and uncontrolled 
basic commoditY prices 

Wholesale prices ot 2S basic oo.mod1tiee, compiled by 
the BLS, are ehown in Chart 6, claeeitied into two lndexee to 
ehow aeparately the price trende or cont rolled and uncontrolled 

oommoditiee. 

Sinoe t he week ended January JO this year, when the last 
ot the 20 controlled commodities vas placed under control, the 
index tor this group has deollned 0.6 percent. The lndex 
tor the S uncontrolled commoditiee in the same peri od baa 
risen 5. 9 percent. 

Baeic oom»od1t7 orices recede eomewbat 

Basic commodity prices (see Obart ]) were weakened some­
~<hat last week by several bear1ehiy-1nterprsted dsvelopmente. 
Cotton pricee declined to leas than 20 oenta , tor the tirst 
time since Haroh on t he report ot leg18lat1on allowing sale 
ot Government-o~ed commodities at sub-parity levels, and on 
the statement by Secr etary Hull indicating t hat a victory 
might come earlier than had been expected. Continued proe­
pecte ot record wheat suppl1ee , coupled with inadequate 
etorage and traneportat1on taoilltiee, depressed wheat 

( 
• 
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prioee. Barle7 prioee were strong, but oorn and tlaxeeed de­
clined with the wheat market. Wool prioea were weakened by 
talk ot an eerl7 peace and by reports ot a record domeatio pro-
duction thie 7ear. 

Hog prioee reached the highest levels in t our weeka, 
buoyed by the terms or the permanent price ceiling announced 
by the OPA, which did not lover the previoua maximum except tor 
~~oduot s sold to the Department ot Agriculture. 
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TO 

TREASURY DEPARTMENT 

INTQ 0~ ~UNICATION 

secretary llorgenthau 

llr. luarolr. 

385 

Subject: ab1paent ot Plane• to Br1t1eh roroee 

1 . In the weelr. ending 11&7 19, 19~2. a total 
ot 6& planu ot all tn>u l59 coabat planee) were 
eh1pped to Br1t1ah tore••· 

2. ~he tiret eh1paent ot the Northrop Vengeance, 
a new pureu1t plane, occurred th1e weelr. w1th the 
departure ot tin tor Auetralia. The Vengeance 11 
one ot our aoet modern tightere; the prototrpe tiret 
flew in 1941. Thie ie to be ooapared with the P-40 
whoee prototJpe tiret tlew 1n 19)7• 
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Table .l - Sh1~nta b7 .lraa 

•••k Total ah1ppa4 Total ah1pped 

Mar~!iJ42 1n 1~2 dnoa 
to 4ate Jan . 1. 1941 

Light and aediua boabere ) 261 1,422 
Heav)' boabere 0 ~ 154 
N..val patrol boabere 0 110 
Pursuit 0 68~ 997 
Army Cooperation 0 71 102 
Trainers _Q ......2 ~ 
Total to the United lingdoa ) 1,076 2,809 

0 192 522 
0 0 

1,0S, )l 2}6 
0 12 12 

_Q _§ _!5Q 
&a at }l 4~ 

Light and medium boebere 2 37 205 
Heavy bomber• 0 l 1 
Naval patrol bombere 0 23 31 
Pursuit 0 }0 72 
Tr&1nere ~ llQ. 1,511 

Total to the Canadian Force• 9 421 

Light and aed1ua baabere 12 133 228 

Naval patrol ~bare 0 0 3;4 
Pureult ll 186 
Tra1nere _Q _Q 122 
Total to Pac1t1o Force• 23 319 

_Q 40 

In41an Forcea 0 4o 

Light and aed1ua boebere 17 623 2· 'F 
He"'vi boabere 0 

l.~u 
1 0 

Nave ~atrol ·boabere 
48 

lbS 

l_ureub 2.~n 
rmy ocpent1on 

Tra1nere _l. ~ 

Grand Total 66 2,304 7,216 
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Tablt 8 - lb1peente by TJPee 387 

Week Total lb1ppe4 Total llb1pped 
&1141na 1n 19112 e1noe 

!!y 12.1 112 to 4ate Jan. 1. 1941 

A1racobra 0 }14 46!1 

B-17 0 12 }2 
Boeton III 0 10 )4 

-er~Burralo 0 0 1611 

Crane I-A (AT-17) 7 ~~ 52 
T-50 0 700 

ted Catalina 0 )1 1611 
Liberator 0 )9 1211 

a Uttyhnlt 37 451 .~ Tcaahawlt 0 0 

Boaton I,ll and III 0 0 422 

24 11.-9 0 7} 95 

llart1n Balt1aore 0 195 26} 

llez:_yland 0 0 150 

llertlet II 0 46 117 

ad Hudaon 17 294 1,264 

L1ghtn1n! 0 } } 

Ventura 0 
1M 

12 

Ventura 8o.ber 0 106 

Alaer1can &-258 0 6 6 

RaMal"4 II 0 52 949 

Kuetana 0 }59 4}9 

Vengeance 5 5 5 

0 0 5 

PT-27 0 1411 149 

81ltoralt7 Cbuapealte 0 0 50 

St1MOn 0-49 ___Q _!2 --1! 

Grand Total - All T:rpu 66 2,)04 7,216 

Regraded Unclassified
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Table C - Plane lh1~nte to tbe lr1t1eh b7 Weeke 

1.1ght aa4 •••Ill. ··- ••41- a •• .., patrol Arll7 

ldd boa bare boabere boabera 1'111'1\llt Coo1>1rat1on Tra1ne rt to tall 

•••k17 •••race 
ot ab1paente 

36 111 1941 2 J 211 l JO 100 

Janua~T 6,1942 24 0 5 ~~ 
4 .. ~ 72 

Janua~T 13,1942 ~ 
0 2 0 105 

JanuaJ7 20,1942 0 0 14 0 6o 112 

JanUUT 27,1942 24 0 l 100 ~ 14 l4J 

Febl'llal'1 £•1942 9 0 J 10 ·n 
Februaf'7 0,1942 JJ 0 J ~i 

0 4 

Febl'llai'J ~,19•2 12 0 2 7 0 

Febi'UAI'1 ,1942 ~ 
0 2 116 z 1 129 

llaJ'oh i·l942 0 l 1!0 0 113 

.. rob 0,1942 ~ 
2 0 711 1 0 110 

~~arch 1I,1942 l 0 94 II 0 1~7 

Maroh 2 ,1942 ~4 9 12 79 0 114 2 8 

llaJ'oh 11, ~-2 6; 
1 0 511 4 10 122 

.&prU ,l 2 2 0 8 4 5 88 

Aprll 14,1942 55 7 0 86 6 5 lSJ 

Apr1l 21,1942 u 11 0 4J 15 158 

AprU 2~ 1942 10 0 §~ 
0 110 

~ 5.1 2 2 0 0 4 118 

..., 12,1942 22 J 0 Ji 12 6 118 

.lla7 19,1942 _J.7 ~ __Q ~ J 66 

\ 

!otlll. 1h1~nte 
11noe Janual'1 1, 
1941 to «ate • 2,J77 16o 1611 2,547 114 1,850 7,216 

• Total 1no1u4ee plane• eh1ppe4 1n 1942 prior to March 17 wh1oh are not 1nolu4a4 1n the weekl7 

total• liP to that date. 

Regraded Unclassified
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United Statee Mint Seroict 

New York, ll, T. 

Ottict ot 
Tlill SUP.i!RDI'l'.i:IIDM 
u. s. uoe:y Ottice 

32 Old Slip 

Secr•tA%7 of the fre&8lll7 
freae~ Departgent 
llaahiJI&ton, D. c. 

11&7 21, 191!2 

Attention: llr, l'raok Dietrich 

Honora.ble Sir: 

390 

lie herewith oocloae ten oopiel of form 42.1., u inetruct­
ed 1D ;your letter of Wo:y 8, 

!hit co.,.re the depoeit made &t th11 office on MB,y 13 
tor credit of tho Secreto.r;y of tbe Troae~, Special J.ccount. 

llRL:ML 
l!nce. 

Cop;y:iJic 
5/ 25/1!2 

/•I ]il, R. Iqnch 

J.ctiD& Superintendent 

I . 

, . . • 
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1H GotD Bus, • $--·-·-···-·-­
•alllll <II 1M aboYe clepoolt .. IH SILVP Bus, • ' --··- ---­

JIII1able u followw: 1H CASII, • • • · ·-·--------
BY CR&Cll,. • • $ ........................ .. ________ ... ____ ... ..·---··-- .,_.._,, 

---------------------

' 

I 

-· 
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. ott..me ei!M .............. {. &!& ,.,... .. , ..... , 
BY CHECK, . • 
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'ICIII 

!be 81111re• Court refuaed to rniev a $2211,~,28.3 lev Yon: 

State aOII.ri ,j1>4c-at ~t ~ lallque of rr ... ce ia tanr of 

au1 .... u of the .Buq,.. laUollale u Jelcltue• 

!be n.U laTolwa the TalU of COld Upoaiwd b7 ~ lelc1azo 

'bull: 'bafora \loa war vUh \loa Jrellch 'bull: 1D Paria for oatU:Mpillc. 

!be Jrallch 'ballk ooDOeded, ill 1 to 'brief to the B1p lcNri, that 

1for raaaolla &iob U 1a aot hera i.lq?onaa\ \o 41aoua 1 ~ cold 

vaa aot radalherad to the Jelcl&D 'bull: attar 0eZ'II&QT o.,.rr&D 

Jranoe • 

.Udpaea of tha Belgi&D 'bull:, Dallial do Corter &Dd Beui 

do Vild, :rev York, 'broiJ&I>.t IUit acabot a $749,000,000 fUDd Oil 

depooU ill lev York to the Jrallch 'bull:'• cradU, ~ rreJich bank 

ooa\&D4H \!La\ liev Yolk Courla had ao 1111thori \7 to t1'7 caaea 

1Dn1Tillc tereS. corpor aUou uithar of ..,iab coa4ut 'bueiuaa 

1D \he 8\a\a 'bllt \hair plea vaa ra,leoted, 
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P.RL 
This tcl~~ram must be 
paraphrP-std bt t'nrc being 
co~nicatcd to anyonE 
othEr th~n P Governmental 
agency. (BR) 

M1~RICAN CONSULAT~ O~N~AL , 

CA."'~TOWN , (501fT'! AFRICA) • 

98 

FROM TR~ASI!RY 

'lily ?.6 , 194?. 

?. o . m. 

Q!JOTO::. Your 67, Uay 13, 10 a.m . 

394 

Pl~ASE cable rPtc a t which South Africqn REsErvE . 
B~nk n~got1Pt£s ~ol 1 Pr tE1~ grPoh1c transf~rs , chEcks 

drawn on Tr t•aurcr or lJnitcd StPtta, AD~ United StPt~a 

currEncy ~xch•ng~d t'or ot'f1ciPl ourpoe~a. ~~~ ~POTO:: 

FD!i'L: HL3 

UULL 
(FL) 

Regraded Unclassified
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OPTBL lo· 121 

COP!" lfO. 

BRITISH 1108! SICIIIT 

(u.s. SBCIIIT) 

13 -

lntoraltion received up to 7 A. M. , 2~th ~~ 1942. 

1 . MILITARY 

~· 23rd. Extensive enemy movement behind hia 

front •ith obvious and deterained intention to prevent us ~baerYiD& 

mllvements , 

AIR OP!BATIOf!S 

!BSTEM FROI!T1 24th, A sweep over Northern FRANCE 

by e1&ht Squadrons of Spitfires resulted in t•o eDe.r fighters des­

troyed and nine d&ma&ed, Rear our coaats tw~ ene., aircraft were 

' 
damased tor the loss or one Spitfire , pilot safe, 

24th/2~th , About ~~ enemy aircraft operated between 

PORTLAND and the ISLE OF ''liGHT, One Heinkel bomber was deetro;yed, 

JIAI.U.• Bet•een 1700/23 and 134~/24 six ene., b.,.bers 

and forty ti&hters flew &Yer the Island, Three enem7 a1r crat\ 

were destrO)'ed and one dam& led, 
v , 

3 • lJO)IE SBC{!Bm 

' 24th/2~th , Bom!ls Csropped 1n the BOURNFKOUTH and 

IELB OF WIGHT areas oaused da .. ge to bouse property and a few 

casual ti-es, 

1'he oo.a.tJ'Ilction of five subll8r1ne -pena at 1'ROHDH.TBJI 

be11111 . a year aso 11 - taltin& aba'pe. Two are probebl7 read)' tor 

- - -- - f 

roof1D&, They a4lo!JJ " boU1n wbiab baa a tloatinl dock Uld 1a 

OODatantly uaed by .a~rinwa, 

• 
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TO 

TREASURY DEPARTMENT 

INT&It Ol'l'ICK COMMUNCATION 

leoretar7 IO~nthau 

Ill'. ltuarolt 

....... , 25, 19111 

BubJeot: au..ar, ot Intelligence Reporte 

Uet or Aaerioan Plan•• -- Lib7a 

On tbt night or Ka7 21/22, 35 R.A.r. bo.bere and 
50 11 ttrhawlt tighter• attacked bie oaape and the landing 
grounde at Martube. Boae ot the UttJbawlt tighten oarr1e4 
boabe and made euooee•tul ettaolte. (The IittJhawk Yereion 
ot the P-40 ie e•identlJ auob aore Yereatile than tba Toaa­
bawk •ereion. The ltlttrhawk not onlJ oan oarrr out long­
range aieeione, but 1 according to thla report, 11 &leo 
ueetul ae a bomber./ 

(U.It . Operat1cna Report, Ma7 2•. 1942) 

The Germane are conetructing eubaar1ne ebeltere in 
Bordeaux. Tbeee are dee1gned to eccc .. odate 15 eubmarinea, 
but are unllkelJ to be tinlehed tor eeYeral aontha. The 
German To4t Organhatlon 11 doing the work, although Bor­
deaux ie onl7 uee.d b7 ltallan eubaarinee. The ebel tera 
are eia1lar to tho11 at Breet, St. llualre and La Palllce 
(that 11, huge, ·oonorete, hangar-llke, boab-proor ahll tere.) 

(U.It. Operation• Report, Mar 22, 1942) 

Oer~~an Bolt lropyp4a 

The pr1aar, propaganda thea• 11 that the Hoaeland ll\llt 

be wortb7 or the front b7 cheertullJ producing weapon• and 
bearing burdena. The aagnltioant Oeraan woaen oan work 
harder and tbe tarMre oan dell•er aore. 

There 11 a eignltioant ban on roreoaete ot a general 

otteneiYe, or or expeote4 reaulte thle euamer • 

• 
Regraded Unclassified
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One inhreeU.JIC danlop-nt ia t:bat whUe 0 4aiiOoraoJ" 
ia atill uaed •• a tara ot abu1e, it ia beg1Dning to be 
u11d in ita prop•~ eanae. The line NOantlJ .topted bJ 
ooabball 11 tbat: H1Ue~ baa oreat:e4 the tl~at: an4 onlJ deao­
o~aoJ 1n tbe wo~ld. (fb11 11 an 1ntereat~~g daY&lopaent. 
fhe popular aOYa-nta in lurope 1n the la1t hun4Joe4 JI&J'I 
ha•• been tboal ot deaoo~aOJ and eoo1al1aa. In the pe~io4 
p~io~ to the attack on Ruaeia, the Na&il oould poae •• 
attaoke~• ot plutoc~atio deaool"aOJ, but ae the repreaentatiYea 
or eooialiea. With tbe •a~ being waged aga1net botb Ruaeia 
and the Weete~ Po••~•. tbe Oerasne baYe been plaoed in the 
unenviable lu~opean propagandiet position ot attacking both 
deaoo~aOJ and eooialiaa.) 

(C. 0. I., MaJ 25, 19~2) 

Oe~nr 

The Br1t1ab Pol1t 1oal Warfare Executive pointe out that 
Ooering'e apeeoh or MaJ 20 did not a&ke anr attacks on 
Britain. It 11 believed that thie &ftJ be 1aportant 1n 
oonneot1on with an atteapt at a negotiated peaoe. 

(U.I. Politioal Warfare Executive; Pro~oeed Oeraan 
Direot1ve, Mar 31 - June 6, 19~2) 
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