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H. ~. JR : Good morning, gentlemen. On our procedure 
for tomorrow - I was thinkinl" about that, and I thou,.ht 
I our.ht to see our state 'Jar Bond administrators first 
alone- -

l.!R. GRAVE:; : That would be cood. 

H. !.:. J:t: ••• and tell t hem \'~\at I expect them to 
do; and then after I have seen them .:e w1ll have a 
joint moetin<;, but to brinf" all the se peo;-le i n at t he 
same time is not so good • 

.• 'hat do 70u t hink? 

U? .• ~aAVES : I think that i: ri~ht . 

H. I! . JR : \'iell, ho11 lon; do 7ou thinr it " ill ta~e 
me to tell them, as a junior partner, wLat I ·.:oul d hke? 

~.Gt. r~\AVES : 1.'/ell, it depends - if you want to tell 
the1., it \'IOn' t take lon~ · but i£ you 11o.nt to "et their 
i ndividual reactions to' ;on.e of tho~e thin~s , as I t hink 
you our,ht to , you should take an hour • . 

H.M.J!l.: That is what I v:~.s thinkin': . 

J:t. GRAVES: I would let these f ellows talk if I 
l7ere ;~ou . 

v 
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H.l!. JR: I will give them an hour , and then who 
\':ill come i n at el even? 

J~t . Bl!.1.L: Five presi dents . 
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H . !~ . J;l: I wi ll just put down Federal Reser ve . -
i.:~ . Bh1.L: And I onl7 asked the presidents to coz..e, 

not their executive ~na~ors. 

ll . lJ. JR: You asked them, and not the executive--

J.:: •• BEll.: i;ot the executive canngers . 

H.U • .m: You decided not to? 

J,ffi . BC:LL: Well , I took it that this was not a 
Victory Fund Committee matter , t hat this rm.s a matter 
betl'leon you and t he pr esidents of the Federal Reserve 
llnnks as your f i scal agents . You wore uoinp: t o ask 
the" to do a job ; and if they want to use thei r exeou- · 
tivc canaeers , I th i nk they ar e at liberty ~o . after 
they •·et your i nst r uctions, but I undorstooa 1t \l!l.s not 
a Victory Fund Comnittee pr oposition. 

H.:.:. JR: That is ri<;ht . 

Lm. BELL: So I think they ou.,.ht to be left out, 
and ·~ · Eccles will be here , too . 

ll . l • .D. : At eleven? 

I.:P.. s:;:LL: Yes . ilell , I said at ten, that was t he 
time set. 

ll . J,f. JR: I am chaneing i t. 

m. BUF!IIliGTOll : That is just as nell, t o . let t hose 
people knOW i n 3ener al IYhnt \'IllS ('Oin~ to be dlSCUSSed. 

ll .M. Jlt: You want then to meet in your office at 
ten and then come here at eleven so you can pr epare them? 

-
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m . BEll.: Just any way ;rou sey . I can wire them 
and sn;r , "Your appoi ntment has been chan,.ed to eleven. " 
I thtnk some are goi ng t o have a little difficulty 
Hap Y1ung will have a li t tlc trouble ROtting here ~t 
ton o' clock, I suppose. 

11. ::. JR: '.'lho is goi ng to prepare the so fe llows -
thc;r are coinr; to corr:e in to these meetin~;s cold. 

!:!!. !ll'i'Fll!GTON: I thou&}lt either I should have a 
ncetin~ or you (Bell) . 

II. IJ • .m: I think, Dan, if you don ' t mind, I nould 
leave it the nay it is and let them meet in your office 
at ten 11i th Eccles and with Buffintoton and thrash this 
thin-; out in your office at ten. You can say, '".'iai t a 
minute, I will have Mr. Y.orzenthau step in and he can 
settle t his thine now, " and then before you come in I 
could step into your r oom a minute if you needed me. 

J:R . BEll.: I don ' t know of anythin~>; to settle. 

H.IJ . Jlt : ·:/ell, the point is, look, I have had·
t his thin~ has taken an enormous amount of tir~e , and 
it is very important, but I thinl: ;rou wi ll find there 
~<ill be thinc-s to settle . Let ' s leave it at ten o'clock 

0 

in ;rour room. 

!: .. 8EU.: All right . 

n.;:. JR: You never know, after all , they lllA'/ 
have some problem and we could I':Orl: bet·::o.cn tl:e tno rooms. 
You may ss:;, "i/ai t a minute, le t ' s have I.:orr-enthau come 
in here and put t his thinr. up to him." 

l.m. DELL: It woulqn't look bad, ',7ould it , ~a':'inr: 
an adminis trators ' meeting hero and n presidents 1n 
lhero? 

H. :O:. JR : No. 

:.::t. BUr : nmTOH: I do make this one suru;odstio
1
n, if 

finall~ those executive managers under the Fe era 
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presidents are goi ng t o be involved, I don 't know why 
they should.n ' t have t omorr ow the final thinkin"' on 
thin thin~ in order t hat they can go ahead if i t i s 
decided that the pr esi dent s of the ~'ederal Reserve 
Bo.nlts are <10 i ng to use them in vrorkinc: wHh these State 
administrators. That is just a su~~estion . Dan has 
just said that it is not a Victory Fund Commlttee, that 
tho presidents of the Federal Reserve Ba~<.Ks could use 
their executive manaaers if they chose to. They are 
"'inP' to choose to, I believe, and t herefore I wonder 
if il .1ouldn' t be better to heve a comnlete understandin,. 
be t11een the State adninistrators and t he executive canagers. 

H.l.: • .B.: And have the~ on hand, too? 

~::t . BU~'FII;GTO:: : That is t he way I always thou!';ht 
of lt , but I don ' t want to make that suc;e:es tion if it 
is confusin~>:. 

II. L!. JR: Thi s is just for that purpose, 
thin~ ;·1ill go smoothly, because Harold and I 
tomorrow niv.ht , and we expect you boys to do 
nhilc we are gone or else harold and I won ' t 

so the 
- we leave 
a good job 
sleep \Vell . 

J.:R . GAAiES: I me;r have to postpone my ;;ettin~> arre.:J 
because of this hearin~ which ma:J not occur tomorrow. 
I .• ill have to stay until t hat time . 

H. IJ • .ffi: Graves is the most difficult oan to handle. 

~. ~RAVES : I t "ain'~my fault . 

!!.l.!. JR: Yes, I know. Graves has more excuses to; 
.. hy he doesn 1 t 11ant t o go awey on a holiday, but I don t 
kn011 anybody else who has difficulty. 

!::tS. KLOTZ : 1 have heard that before • 

I:R. GRAVES: 1 just heard this morn~n£: .that _ they 
:nay have to let this hearin~ r.o ovei' unt1l }.onda7 • and, 
of course , ·.1e can' t control that. ':le have to be the r e 
.. hen they set their hearin~s . 
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!l.M. JR: \'/ell no1v, Buffington has raised the point 
fuat do you t hink about havin~ these peonl e around? • 

~!R. GRAVES: I would say no . If I underst and you 
you nt•e r;oi ng to wor k t hi s out wi t h t he presidents of ' 
the t:cderal Reser ve Banks as your fiscal a- ents and 
the Victory Fund Committees as such are not in t his 
nic t ure . 

il. l..JR: That is right . 

~{. ~JA1ES : And I think that to have t hese executive 
cr.nn-ers here would create at the be,..innin:; a \7l'On"' u 
nrc:sion- -

L::. BU?fi!iGTOi:: O.K., I subscribe to tha.t . 

' ... 1. ;R,A VES : of rihat your pro"ra.o is . 

:t .: .• Jn : That f ollows the theory o;:e nre : oin-.; to 
make it tour;h at first . ~fuat I arn !"Oin~> to say - and 
I a1~ -oin~ to tell t hese bi,. 'far Bond f ellor:s tl.at I 
·::ould say, 11l!ow, look, ;rentleocn, I run r eoponsible, as 
c:1air·1an for t he State of Ohi o," or the State of .. en 
Yor\; , or l.:as~achusetts, "and I have to soil cy slul.rc of 
'l nr.d G Bonds, and I can re t thr ou"h t he Federal Reserve 
a lot of -ood salesmen 01ho are cr az;r to do sonethint:, 
':'lnnt to do so::ethin~, and ere elCllcr ienced. 11 I :tould sa;; , 
·~ "' ' k tl .. t :od bless you , boys, f'O and do 1t, an~ as · ,e ; reSl:len 
of t 1ac Federal Reserve Bank to handle it, and leave it to 
l.im to - et those people . " That is the 11a7 I ·,1ould do it, 
nnd then .,.ive the:n rrq talk about 11 .','e 11ant t he beet ll'.an 
in cnch count7, 11ith no l abel. 11 !low, if these fellows 
arc ns rood as one Geor~e Buffin~ton t hinks they are , 
then they are gGinr t o turn out to be the sat.e people 
>~ho are on the ~Victor;r Fund Committee. 

!Jt . BU!'ill:llTON: '.'/ell, Lr , Secretary 1 I 17ould like 
t~ ounlify that , that in my oninion l don t t~ink t hey 
·.all be ns cffe c.t i ve as i ndividuals as tMy ·:all be. as . 
"1C:1bers of this or~o.nization , workin·· under U.ese 1h st r 1ct 

'!na-erc. 
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li . J.I. JR: llo, you missed the point. I sai d that if 
the·r arc as ~ood as you say they are , and if these State 
rdlows follow my advice t hat they r;et t he best men in 
oo. oh Sto. te , t hen t hey are going to piok your men. 

'T\. BUFFIJIGTON: Sure . 

ii. J:. JR : But I think to have them here sort of 
forces the i ssue , 

~~1. !Jl]lo';•J l:~'I'O; l : Then, by all neans don't . 

:r. :'. JR: If I say they a re downstairs tTaitin.,. to be 
asked, I think it kind o£ forces it; but i f , on the 
ot!.cr hand, ',7e f ollow t he procedure that I am ver•• tourh 
to ber-i n. with, then sweeten up as we f'O alon" , I "think 
i t lS :o1n"' ~o end tha t they are ~oinr, to use your boys . 
Jon t ;;ou t hink so • 

.1. 1 . • J R: You don' t think so? 

~:!. }ilA'IES: I<o, not beyond whnt 110 ur~e our peonle 
t o do. ilo11 , our peo!Jle vlill go alonr,, and t hey 1nll ~o 
:h at• ver you sur-,.est b;r t he way o£ workin" t his tLin~" out , 
oxco~t , as I have sai d r eneatedl;r, I don' t t hink our r eople 
:1ill tal:o ki ndl;r t o t hi s arranryement . That is, it is not 
a t :,in<' t hat the;r 11ill do vol untarily. Take, for i nstance, 
t:,~ 3tate of ./a shin~ton; under t his set-up 11e :~oul~ be 
!l~idnr- our people in .• ashin~on to "'0 to Srut •' rancl sco to 
-et the cooperntion of t he Federal Re:;erve Flank. r:ow, 
tha t is jus t tryin" t o mo.ke rmter -o t•p hill as far as 
our or~anization is concerned. 

H. li. Jil : J[ow about Oroeon? 

I:R. G:t/\1E3: Same thinr. in Orer;on. Our people t \ er e 
nill ho.ve to ~o to e. str anr:er, t he pr esi dent of the 
?edero.l Reserve Bank e.t San Francisco nnd nsl: him to take 
t he res,.,onsibilitJ for sal es i n ./ashi nct on and for sal es in 
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Orc~"on . Take the two parts of California· we operate 
ns :;ou know, in two divisions in California , Our · ' 
sou thern .;alifornia people have got to eo to San 
Francisco nnd ask the Federal Reserve Bank people . 

H.ll. JR: That mi~t be so, but tho chances are in 
;;ot'l York it will wo r k out. 

;:;t, <;:U'IES: As I Sf!;/ , in areas it will r;ork . 

. :1.: : •f{,: That is all I have been sayin<; ri~Sht alonP, 
I th1nk m •·e" York where Perry Hall has been working 
for Dick Petterson the ch~~ces are he nill continue to 
:1ork, but it uill stop t his duplication, and that is ll'hat 
n.e;,' are com!Jlaininr about . 

!TI. 3U?FIH~'fO!i : To clear that point with Iiarold, 
that ls not the way I visualize the thine norking out 
in California . The chairman of the co~ttee in San 
l'rc.ncisco has a regional chairman in Seattle, one in 
Po1•tland, one in Los Angeles, one in Salt Lake Cit;:r, 
he rrouln instruct t hat man in t hat local area to work 
l'lith the State adt.i.nistrator so the re rrouldn 't be an;{--

U: •• ';RAVES: '.'fell, that is possible. 

l .. l'. J:l: Look, Geor~"'e , that l:ind of conversation 
co\IH ta!:e place in Bell ' s office from ten to eleven 
to:1orrol'l. Let me get these State administrators , e.~d 
ll't •,e listen to t hea for one hour, ten to eleven, 1n 
~~ office, then I get them into a f r~e of nind - ho~e 
I ·ct them in a f r ame of mind the way I r.ant them. You 
tHo fe llo11s ( Graves and Cr'llllble l be here. Then if I "et 
nnJ troubl es I can ~alk into Bell's off ice and say, 
"Look, t he situation is shaping up t his war. . " . If ;:rou. 
hnve ro t something in there, you can say, It lS sha~1ng 
np t his way." But certainly by noon tomorrow the th1nr; 
is :oin: to be settled. 

I think, young f ellow, (Gr aves) as t he j~ior 
partner , I make t his sug;estion; if you are :::Oln;::,to. have 
three hundred and f ifty million dollars of F and ~, you 
h~d better let your State administrators kno11 t hat . 
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:.:~ . GRAVJ-::l: '.'le will. 

H. l.l . JR: You had bet ter let them kno17 betvreen no11 
and sunoct tomorr orr. 

Jm. GR!l'/ ES: They are meetinr in 1ey of(.!_!e at nine , 

;.; . .' . J:l: What are they doin > from seven on, neetin~ 
;-;ith 1ed }amble? (Laughter) 

!...t. 1;11\VES: Some :-:ill <-e t here a t ei~ht or nine 
in u.e tlornin:-. 

li.' .. Ja: Are you satisfied? 

!JR. '3!:LL: ':lith the arran,..eoent, J es , I don't thi nk 
it is a r·ood setup, but I am happy about it, as a junior 
.1cl!lbor of t his or p,anization. I think it is still "'' int; 
to bo confused, I don ' t l'rant to t hrow col d 11ater on it 
at nll, because I agree with you that there has been too 
;nuoh discu ssion about it , but frankly, I t hink it is 
~oinr- to be confusin~; . I am sorry to thro\7 that oold--

,J.'! . JR: 7/ell , tine 17ill t ell. 

::a. 3ELL : That is ri ~;ht , we just have t o exper i::Jent 
du~in • the t:onth of June . T'na t i s t he o:1ly :1D;f . 

;;,'! . JR: But it is too i mnortant a decision, I :;ea.n, 
to ·o and turn the entir e thin~ over, lock, s t ock, and 
barrel t o t he Victory Fund Committee and :a.wble on that 
tdn--; until t hey have demonstrated .:hat they can do, or 
to the. l•cderal Reserve • 

. /ell, let ' s t1•y it papa. ' s way , and every~od;• put 
ti.eir shoulder t o it . ','fua.t I am r;oinil to do 1s, I a:n 
"Oin" to as!t the presi dent of the r'ederal !tcscrve to call 
for volunt eers arnon"' security sale smen all over the 
United States to ~s;i st us to make our quota on F and G' s . 
Soo? The State administrators l'lill ask these fello•:rs . ~o 
do i t , and t hen the;r will be corralled under the pres1~ent 
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of the Federal Reserve to eo out and do t his thing 
~~he rever they are asked, Right? 

J.Ot. GRAVES: Yes. 
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JI . L' , JR: That is, if the State administrators 11ant 
it that way , but I am not going to force it. 

Ln. GRAVI!:S: :'/ell , that is ':hy I think it i s advi s
able for you to taLl< with t he3e follows and encourage 
tteo to talk wi th you, because they are all ~oin~ to 
the•· will have plent7 of curiosity about this thing. 

H ... JR : O. Y. . 
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!( .I! . JR: Well, gentlemen, I have been following D. 
kind of a hunch, which may or mar not lead anywhere, but 
at least it is an important one f it leads anywhere, 
that is , what are the people doing wlth their money. 

I aaked Mr . Ruml if he would see whethe1• he could 
work out some way through either his ovm stores , or other 
stores he could find , so that I could know on Wednesday 
what happened the week before, and I have been asking 
!Jr . Li~ert , who is now working for Mr . MacLeish's 
organization, whether he could do the same thing . 

I spoke to Mr. MacLeish last week, and he said we 
could have anything if we would only write him a note 
and ask him for it . But the whole point, if we are goin~ 
to be of any use - we can't get anything out of the 
Department of Labor that is fast stuff, that is , so 1 
could know in the middle of the week what bad happened 
before. 

Now, 1w. Roosevelt is verr much interested in_ this 
th ing and gave me some suggest lons immediately, wh1ch I 
passed on to Mr. Ruml. He said he wanted to know which 
were the it ems - he said, "Take ten items, Ylhich are 
they buying more of and whi ch are they buying le~~ of· 
Just because the retail stores are doing less bus1ness 
doe3n't mean - that in itself isn't sillnificant. " That 
is what he says . He says, "I am not going to advertise 
because if I was so bold as to cane out in the press 
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to sa•• that it doesn't necessarily mean that the seven
teen bill ion dolJ ars i s going to be the pressure I 
r:onld have ever ybody j ump on me , and maybe corre~tly." 

So I t hink, for my edification, lf Mr . ltwnl could 
start ln first .and t en me liha t he found out las t v;eek 
And what be thinks we should do, 1 woul<l appreciate i t . . 

I~\ . HUJ.IL: Well, lAr: Secretary, I will give you 
r.hat v.e have . ':.hat we dtd was to examine some statistical 
~aterial . In addition to that, we carried on some inter
views wi th people to get soce first -band information as 
to what people were actually th inking about . 

:.e 11ere able to interview twenty- four people . '!'bat 
doesn't sound like very many, but lt is n very t ime- con
s••mine and difficult perforl!l8nce, di t f i cult because you 
are under suspicion to a certain extent, time-consuming 
~ec ouse the re is no use simply &etllng people to f i l l out 
a questionnaire . Anybody can do that , and when ;.rou "et 
All throu:;h you don ' t knoVI whether you have got anyt~ing 
typical or not . All you have cot is aome material that 
I f ~ou have ~,;at a good in t uition mnybe it vti 11 l ead you 
t o the right inf erence, and if you have ~ot bad intuition 
::~ay lead you wr ong . 1 am terribly afraid of the technique, 
hecause - and this is jus t a zeneral qual i ficati?n dis 
chimer - the more vi vid something l.s the more h kely you 
are t o remember it, but that is no oroof that it is 
accurate , and it is a terribly tricky th ing. 

!lor; , on t he statistical side this i s r.hat we are 
al:le to say, and again, !Ar. Secret ary, thi s ~ s , onl;; 
: .ac ;:'s, it is only uew York; it might be the ~1no of . 
th ing we might be ab l e to organi~e a reporttnc serv1ce 
to .;et for you. I think myself It ought to be throu:;h 
some public agency and not throu~h a departm~nt stor e 
or through a t r ade associa tion, Yr you can ftnd a . 
public agency to do i t , because there a re to? many things 
at stake in t his thing t o have i t monkeyed w1tb. 1 knoVI 
that I v:oul dn ' t trust anyone but !Aacy' s to get t he 
inform11tion for me . I don' t think you ought t o t r ust 
' soy's . (Laught er ) 
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\.ell , here you are. 

H. t.: . Jlt : That is wonderful, ian' t it? 

.. 1;,. I,UJ.!L : l1ell now, on the statistics: (lteading) 
"1. There has been l ittle evidenoe as to date of the 

release of powerful buying pressure, except for 
~ca re buying spurts. in ~ines such a~ Silk Hosiery, 
Underwear, nadios, Kef rtgerators ana other ma jor 
electr ic appliances, sheets, \:oolen Yard goods, 
Coats, Suits and Blankets. ~:ostly, these occurred 
9revious to the past four mon t hs . 

"There has been a substantial drop i n Dollar voluae 
during the last two weeks (three, i f th is week ends 
as it started) . E~lanations are val'ied and difficult 
to establish. The tnstitution of ceillnes may have 
taken some of the incentive out of buying now r ather 
than later. hewspaper Publicity on other phases of 
the Government 's at t ack on inflation is also cited 
as an explanation . " 

In other words, we find nothing that represents a 
- eneral buyine impulse, and , I may say, contr ary to al l 
expectations . The reasoning was that as soon as the 
prlce ceilin~s ~<ere on then the public would buy with 
confidence; exactly t he O?posite happened, the ~ot toffi 
r~o9ped out of it . 

H.!.. .J l\ : That t o me is most interestinz. 

~. hUUL: It is very interesting t o explain nor. 
thAt the ceilin~s are on people don't have to anticipate 
ana the refore why should t hey buy, but we co~dn't ft gure 
t t out three 'days before it haprened . After tt happened, 
lt is oll very clear. (Laughter) 

H. m. Jk: I don 't know whether you mean to be funny, 
bu t i t is amusing. 

Lm. k\lhiL: Both funny and trogio - v.hen you have an 
expert bunch of statirticians VlhO can tell you after i t 
harpened why i t happened. 
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H.M. JR: One of the reasons I asked Lauch to come 
!n here i s because last fall Lauch was the only pe1•son 
out of ihi.rty people in this room, who 1·:ere supposed to 
know, who said, "It doesn't necessarily mean that we 
are going to have inflation this spring . " Is that ri~ht ? 

l.!h. CUI<lt!E: Yes . 

H.M. J~t : Go ahead. 

~~ . hUWL: "Physical volume , as measured by trans
act ions (and on investigation this appears to be war
ranted)-- " I put that in parenthesis because I wanted 
to explain to the technicians that r.e Mre very careful 
to see whe t her we could incur physical volume f rom t rans
actions . There are S?me reasons to think you mi~ht not 
be able to, but we th1nk i t i s a fair inference. 

"Physi cal volume, as measured by transactions (and 
on investi gation this appears to be warranted) is sub
stantially bel ow l ast year i n most lines . Exceptions ar-e 
Men' s !:>ui ts and Coats, Women ' s Unde!"'lear, Toys, lU<dios , 
Kefrieerators and other ele ctrical appl iances , Pianos, 
Jewelry, Sportswear (JI.en' s , •:.omen' s and Children' s) . 

"There has been some shift in purchasinj; from lower 
to hiJher price lines in these types of merchandise r.h.ere 
this can be quickly studied, such- as \\'omen ' s Dresses, 
Slips and Shoes . On the whole , the customers seec to 
have continued to buy the same quality at tbe new hi&h~r 
price , but in smaller quantity. There are some excephons 
such as S1lverware where plated ware is being rellaced by 
the lower ~rice ranges of SterliDJ, which is sti 1 m?re 
expensive . That is one of the interestine merchand1se 
phenomena. 

"t:ustomer traffic is in general not very much differ
ent from last year (some qays higher, some lower). But 
CORGi stently we have been get ting fewer transachons per 
customer during the last few months . 

"Cash Time (Instalment ) sales have been l agging be- , 
hind total Store sales , all of this year and part of last . 
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·:~ell nor. , , that is all we can say from the statistical 
mater1al, L~ . Secret ary. There is probably much · 
the otat~stics but no~hing that we felt we could ~~;e 

10 

1'183 sufflcient , certunly, ..to r eport it to you . y 

. Now! no the intet·v~ews , the interviews are extremelv 
tnlerc3t Jng and ! am go' 'lg ~o leave t he~ here for any- ' 
one to read that has the time . They a1·e extr ora· ·1 
v.ell done , 1 think. ~ ~nar1 Y 

H .... J1, : Could you i:ive us a couple, i..r . 11.uml? 

·". .J.H,J.: Yes, suppos e [ do . 

H.•• . Jr, : Just to ri ve us the flavor . 

l\ , 1.1JllL: i.ort, let me give you tne flavor. l am 
~oin: to tat:e thi.s - it ~~ill take a minute--

H .. .. JJ\: I have got from nov1 until twelve o'clock . 

'l\. 1\lJl.U.: Because t here is no sho r t - out clinical 
:nate rial. 

h .J~ . JJ\: I have got from now until noon . 

IJ\ , 

is a man 
Company. 
tl.ese . 

ldr..l. : Let me ,;ive you 8 Lefense worker . ::ere 
fort.y- fi ve ye11rs of age l10rkin.;: at the Al.u=.inu:n 

••e actually went to the plant to ~:et so::e of 

"Through overtime and recular wages his salary is 
now nominally about $60 to $65 per y:eek . he expresseo 
so~e surprise to ~e that a salary which he once. con- . 
sidercd munificent still is not su. fioient to ~1ve h1m 
everything he wanted. For one thin.:; , his 11ctual saluy 
is rr.uch smaller. Sever al deductions take away parts of 
it befol'e he ever sees it : His union ac;r eed by vote t hat 
all members should put 10% of their salary in war bonds . 
The company deducts this and when, the sum oollec~ed ~s . 
sufficient , gives him the bond . rhere is a hosp~tfll;lZ&hon 
and insurance plan for r.hich the company deducts . vnem~loy-
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ment lnsui•ance and ol d age pens ion deductions are cade 
r egularly. Union dues are checked off. [ncidental 
contributions to the l<ed Cro ss and other charities fur t her 
deple te his salary. Hi s actual present income is more 
of the orde r of $46 to $50, than $60 to $65. This is 
still core money than he ever had before . 

1V.i th this amount of moner, coming in regularly, he 
has cone the followin;; t hings : I • The first thing he did 
r.as 3tart paying off the loans; he pays somethi~ off 
each \.eek. 

l10T. , it is very char acteristic in all the cases v;here 
.en are "ork~n; on war work a t hi~er salaries that this 
;-~ttle rn of pay1n.;; off loans to fr1ends , \'tbich probably 
r1on 1 t .:o on fore ver, but it is one of the perSlstent things 
in tl•ese cases--

" lie mo ved into an apartment , ' :Jo that the wife and 
kids con ha ve 11 decent place to live i n for a change .' 
This costs twice as much as the room did . Jle thinks he 
is ovHpayin:; , but expects th11t or cour se eve1•ythlns goes 
u~ in war time . (l.e ,·;oul~ like to ar•• the "ove!'nment fix 
rcnls nt le vels of t;·.o Je.' rs UJo• His theory is that , if 
the ot·.ners could make 11 profit out c£ those rents , t;hy 
should thel· make more of a profit in \'lar ti;ne at the 
cr.pense of ?eot>le with low 1ncomes . ) lle also boll6ht sw.e 
furniture to hll •1p the new apartment . 

"He bou~ht an old jalopy so he could ..;et to and fro::. 
.. ork. he said he could not affor d to buy a ne" one . 

"ae bought 
' .. . :'3 ·11...'ltea . 

the kids . 

the oldest kid a nice bicycle which Le l.tc' 
he said he never ml nds ~encing ooney on 

"He bought his " He a new coat 11!\d some ne:: dres~e~ 
and shoes and a new hat nnd o carpet sweupe l' · ne rem1~aed 
ne lhQ t she had been without these thin..;s ro: a long tlme · 
t.e also boueht himself a new suit which he · .. uhes he no; ld h 
;::et n chance t o wear, but he can ' t teca'!se he .w~rk~ so muc 
overtime . He thinks there is no sense tn buytno h1mself 
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an:; tore clothes till after tr.e war , but he loves to 
surprise his wife with gifts of clothes . Just yester day 
he bought he r a new pocketbook wlttoh cost him $4. He 
seld it v.as r robably the most expensive pocketbook she 
cvct• h~d . Lut he admitted he had been extravacant and 
nny1. a~ she bawled him out . ' 

''lte p~· rs more fo r food , nnd he wishes the &overnment 
IJOuld put 'a good stiff ceiling' on food prices . He 
· ves. his v:ife the _money each week for food . He sa:ts 

t.1.t t see:ns t o him every da~ he h~: to give her :nore 
l..~r lhe day befo1•e . 

" .. e · ntends to send his wife and kids aua• to the 
scas!lore t ' . s sUIIIl:ler with a friend . He has saved a little 
.one;r fo r that, and knows l'lhere they can ;:et a cheap 
~un,;alo11 . 

"he wishes he could pttt a little money away, but there 
never seems t o re anyth in!; left over. Jle has had to do 
Rll n.e thin>s ment ioned above, slowlr, because food , 
,·on l , &.'HI de~uctioJ.G take away about iS,. of his income. 
t.e \',onld love to save been use he doesn ' l feel secure . 
'·C does not kno1·1 hov. l onli' the job will last, and he is 
afrgio lhat as soon as tne war is over he will ce out of 
work a.:ain . lie thinks he will need some ready cash at 
lh•t ttme , and so he is tryinJ to save it U?· t1e thinks 
he 11ill need it before his bonds mature, and woo1ld nnt 
like to cash them in ahead of time . ~ut be is afraid 
lh•l if times are bad ri~ht after the war , he may have to." .. 

Isn 't this the fellow, ll;ckman, 1.ho saici he wished 
t..c ~overrunent would fix up so:ne rta~" so he c0'1ld save 

d d ·· ? 
.oney and be sure he could :;et it fl en he nee e 1• • 

.J, . HACKI!.AN : Yes , I think that comes afterwards . 

1.~. Htn.'.I. : \'.hich i.s rathe1• interestine and certainly 
ls something that some test check ought to be made on 
l;eoause this fell01·. was under the srrrehension he could 
not l &t anything for his bonds until they m.atured and 
frels very insecure for that reason. 
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"when asked about the effect o£ a. reduction in income 
he said, ' You must be t alking about compulsory savint;s . ' 
I ' ve read a lot about t hat in the papers lately.' Re 
se\d he certainly hopes the uovernment does not do that 
"et, because he cer t ai?lY could not save , and woul d have 
t o ~o very easy what Wl th paying taxes , etc . He is afr aid 
1 f thut happens he may even have to cut down on the an ount 
of defense bonds he is buying. lie said, 'Please tell the 
jo •1 ernment al.out guys like me and then they won ' t do 
things like that . I think the;, misunderstand the situation. • 
··e as not resentful ... just hop:ne they f/Ould not mis
un~ers and. •-e r;anted me to ' su gcst to the Government' 
l n.tt At least tlte compulsory savi~s should re in some 
sort of bonds that you co~ld cash 1n ribht after the 
r.sr but still .:;et some interest on them, because he 
u s sure that was when the money woulo come in handy. • 

The deference that i s shown is extraordinary. 

Jl . r • • Jtt ' L:Y speech last night was certainly in tune 
will • that interview. I don ' t know whether you beard it 
or read it . It certainly dovetailed v1i th that . 

lk . Rt11J,: Now, t he r e are a couple of others, but 
you see, t lds is t he mos t dangerous material in the world, 
~ . ~ ecr etary , becauJe you ca~ confir~ al~o.t anything 

you T.ant to ot t of it. but l t does ;:l ve you a lot of 
ins i~ht , no doubt sbout it. There is universal :o~en~ 
v,itr, respect to the cost of food, and everybody 1s bu:f1D& 
so. e t ones . 

I want to read JOU 
~riccless , just to sho~ 
oi' a I'IOr ld ;,ou live i n • 
•. ac~ ' s , pas t forty--

one esse 
thnt you 
Here is 

he l'e t .tat r t hi n:< is 
don ' t know r.ha t kind 
a r.oman interviewed at 

II ••.• • Ji\ : Intei'Viewed •. acy ' o'? 
> • I t 

"], , ldi:.J. : Thi s woman ,.,as intcrvieweu 1n, •• acy s . 
10u see M interviewed in luacy ' s, in llaJnberger. s out of 
Jarkchcster , and around some defense r lants , JUst t o 
~e t i n inoication of the stuff we mi&ht c et . 
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·• .. o.r.an, past 40, single , li vea alone, interviewed at 
-acy's. lnco::~e is about $1300. Is a dressmaker. Does 
11oL feel otnched in present situation. Living 'Pattern 
s i:uple , My ~xt:a money used to go into travel and 
amuse"'en ts , {1.oVle s , etc . ) . !~ow any surplus goes into 
bonds . She had savi ng s in the bank and still has . She 
hcs no debts atld gives as muoh as she oan to liar ltelief 
vooic tles . She doesn't feel that this year is worse 
L •• on any other. " 

[ :nean , there is just that e;reat under -current of -
t.oi rteen hundred, just think of it . 

,ell, here is a eostal Clerk - here is a yount:; \o0r:.8Jl 1 

' .. ailre~s , intervieneo at ""'' ~o.acy ano Co::~pany . nas ::al't 
ti.:.t iob . "Drks 1ro.:: :.ovember t o ~ay every year. ;,he~ 
t.e t• nuJtand, anc hie chlldren 11 ve in as erie.. ;,he eSI'ns 
al.o·Jt .,. :;o a ·;,eek including tips . uas .5otten no raise , 
nnd salary t his year i s loner than last , Tips are much 
s~al l tr since she now has more woman patrons who don't 
Lip ns Hell as men. Her husband ls also a waiter . He 
earns abo t .~35 a v.eek . Their basic salaries without 
ti?a are respectively ~5 and ~12 . rle ex~ects a $1 weekly 
ruse next 1·:eek . Last yeat• he avet•ar;ed ,.45 a week, but 
this year l here are fewer parties , except for parties 
Ol SOl diers whO don 1 t tip as Tlell, Ji4! has nO lntenti On 
of changing his job. he feels he knor.s r.hat he has but 
cocsn't. know r;ha~ he might get . " 

Here is a wo~an from Arlineton, VirGinia who ~as 
' nterviewed in Cacy's . "Husband owns small defense plant 
\~ oalti~ore . Feels she has cor e mrney to spend but 
s~e:1ds less , Puts a great deal into Cefense b?nds: 
uoesn ' t buy much because she feels she shouldn t w1th 
conditions as they are , and for no other reason. has 
cut dov.n on clothing, and is ~ore careful of food (Uses 
lefLovcrs, etc . ). tJasn 1 t felt price incrtases :nuch except 
on food , Is tryinG to cut down on ,!OS use . "11 money s~ved 
Is •oin • back into t he business for t toe necessary expan31on 
to n~etvgovcrnment contracts . {Family income in region 
of .6000 to $7000. } " 

1'hat is anothet• different kind • 

... . Jit : That i s a different cateeor y. 
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L!R. RUML: That is the sort of material that can 
be had, Mr. Secretary. 

Now, I think t he t it requi rea great care in collect
ing. As I said, I think it ought to be dons by a public 
as enc7. I think it ought to be done under the leadership 
or someone who has the rare combination of bein" able to 
cet samplings out of material of this kind that

0

are 
si~ificllllt and at the same time ia able to have an in
t uition with respect to some one little thing that may 
su;;;es t a line of investigation that would be very im
rortant. I t is a very difficult job . 

As far as getting cooperation from the stores is 
concerned, I t hink that would not be difficult. I think 
that the stores would appreciate an opportunity to 
cooperate that way because the information - even the 
cos sip they get out of it is extremely illuminating 
f rom the standpoint of their own operation; that is, 
they have something to get out of lt as well as something 
to (live. 

l!R. STEIIART: May I ask exactly how you conducted 
the i nterviews? 

t:ft. RU!!L: Hackman, will you describe the technique? 
.• e had a rather remarkable woman i n charge of it. 

l!R. liACKl.!AN: fie didn't want to construct any rigid 
ki.nd of a question:~aire. \'le start out just ta~ng to 
peopl e, getting them to talk to find out ~e ki~ of 
pro~ram we nould follow if we wanted to man this a mass 
pro l ect or if anybody else did. The point was to get 
the wo~n talking. It is a fact that nomen when approached 
in the right way, sit ting in the park up nea: our Park
chester store, or wheeling the baby, and haVln~ the inter
vi ewer sit dovm on the bench with her, or stlllldlng at a 
counter in the store - women will talk and talk and tell 
almost everything. 
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t:.R. RUML: That is the sort of material that can 
be had, Mr . Secretary. 

Now, I think tha t it requires great care in collect
ing. As I sAid, I think i t ought to be done by a public 
n§enc7. 1 t ttfnk it ought to be done under the leadership 
ol someone who has the rare combination of bein"' able to 
cet samplings out of material of this kind thatoare 
sig~ifican t and at the same time ia able to have an in
t ui t i on with respect to some one little thin"' that may 
sus_:est a line of investigation that would b: very im
portant . It is a very difficult job. 

As far as getting cooperation from the stores is 
concerned, 1 think that would not be difficult . I think 
tha t the stores would appreciate an opportunity to 
cooperate that way because the information - even the 
GOSsi p they get out of it is extremely illuminating 
from tho standpoint of their Olvn operation ; that is, 
they have something to ge t out of it as well as something 
to give . 

l.!R. STE\IART : May I ask exaotly how you conducted 
the interviews'l 

l:R. RU!!L: Hackman, will )"OU describe the technique? 
.. e had a rather remarkable woman i n charge of it. 

l!lt liACKlJAN: fie didn't want to construct any rigid 
kind of a question:taire. 1'/e start out just talking to 
people, getting them to talk to find out t~e k~d of 
pro~ram we nould follow if we wanted to maKe this a mass 
project , or if anybody else did. The point was to get 
~e womnn talking. It is a fact that rtomen when appr~ched 
1n the right way, sitting in the park up nee.: our Pa:K
chester store or wheeling the baby, end hanng the lnter
viewer sit ao:m on the bench with her, or standing at a 
counter in the store - women will talk and talk and tell 
almost everything. 

I 
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I am al ways afraid to start out because I always 
have the feeling that I am prying into people ' s affairs , 
but everybody proves me wrong , They lew e to tell you. 
·:.e have ~;ot a few cases here 11here t hey just about got 
up on the soap box and told the Govermnent what it ought 
t o do. 

l! .l:. J R: Instead of finding it difficult , it is 
ccs:f/ 

12. HACKl:AN: Yes, but that creates same of the 
dan~;er the t l.!r . Rum! has been talking about. 

H.J.: .JR: Do you want to ask something else? 

l:R. STEWART: The t is all. 

H. U. JR: \'/hat I would like to do is this . Dr. 
Likert, would you do this for these people, tell them, 
if you don ' t mi nd, about yours eli' , wlio you are, what you 
have done, and what your organization is and what you do. 
\':ould you mind? I mean, what have you been doing, hm7 
did you get this way, whet have you been doing the last 
five ;rears, 11ho heve you got workin~ for you . Do you 
t~ind? I don't know, but I don ' t th1nk anybody i n the 
root:~ knorrs • 

D:t LIKERT: Well, I started off several years a&o 
~e ttin& a doctor's degree in psycholo&Y, t:~essurin& 
attitudes, and I found out thet your traditional type 
01 a t titude scale bas some pretty serious limitations, 
implicit in the statements that you (Rucl) are caking. 

II ,L!. JR: What university? 

DR. LIKERT : Columbia . I t didn 't give you the 
dynamics of llttit udes . It ~ave you a f ixed measure , 
of a eta tic picture of the l.Diportan t things i n people s 
behavior but didn ' t enable you to predict what the . 
course of events would be . I felt the import~nt th1ng 
was to get this dynamics picture, wha~ is behind 

1 
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behavior, what is behind these attitudes , ana what are 
the factors that are shaping attitudes and pushing 
behavi or in one direction or another direction . 

So I shifted over to teaching and research in the 
Coll c1,1e of Engineeri ng at N.Y.U. , trying to get a measure 
of attitudes md at the same time trying to get indica
tions of the experience behind the attitudes; what caused 
it; where did it come from; how did it emerge; what 
factors 1tere pushing it in one direction or the other. 
'.le l'ouno. thal 11e coula get a substantial amount of data 
ol that kind that could be syatamat icelly grouped and 
orgc.n ized, even though we left the di&cunion fairly 
open fo r t his other materiel that you didn 't an t icipate 
to flow in. 

Almost al ways when you start out on an investiga
t ion you find that there are t hings in people's experience 
ths t 11e, because of our limited experience, overlook. 
1,;e jus t haven ' t ant icipated the possibility of that, 
and consequently it is exceedingly important in this 
kina of research to have an interview situation such 
that t he new experience people are having is the kind 
of experience you didn't anticipat e r;etting into your 
in t crvi en, 

Then I went to the Lif e Insurance Sales .-.esearch 
:lureau at Hartford. It is an organizati on 11i th a member
shi p of one hundred end twenty lif e insuranc~ companies 
Mre in t he United States and Canada. I 10as lD charge of 
thei r research, and I applied this basi? proc~du:e to the 
stucJ¥ or .life insurance agencies, study1ng pr1nC12ally -
11ell, the obj eoti ve of the study was t o study the 'llhole 
process of management, what constitutes good,management, 
what lll&kes successful agencies in contrast w1th un
ouccessi'ul agancies . \'le contrasted a group of ten of 
the beat l ife insurance agencies with ten of the 
mediocre aeencies and there again got , some very sur
pt•ising material the. t hadn • t been anticipated would come 
ln to our interviews . The intervie1ts were from ten to 
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twenty hours with each general agent or mana~er, scattered 
over a three -v1eek period, one interview runn1ng f rom an 
hour and a half to three hours . We had a general set of 
objectives that ee.~!l interviewer had clearly in mind. v.e 
hsd fairly general ~uesticns which were used to get the 
person started talk1n~. Our big objective was t o get him 
to describe his exper1ences, to get him t alking about what 
he Yla& doing, why, what help he wanted, and so on . 

Then t he BAE, .L!. L. Wilson, and Secretary ¥.allace 
bec&l:le interested in finding out how farmers were react
in& to the various programs of the Deparbnent. The,y set 
up a Division of Program Surveys and asked me to cooe 
dorm here about two and a hal!' years ago, which I did, 
and I have been doing this substantially same t ype of 
work here. We try to set up a control on the sampling 
process itself so we know who it is v1e interviev1. I 
think we have got some pretty satisfactory controls on 
that . 

Now, both for rural and urban areas we do it on 
this basis . In urban areas , larger areas, v1e have a 
preliminary enumeration on a random basis in the com
munit y and then take maybe every twentieth or thirtieth 
name or f amily, depending on the size of sample we want . 
In that way it gives us a chance to control our sample. 
\,e can tel l if we want more defense workers , for instance, 
and as we do that we know something about the chsr~c~er
is t ics of the family That enumeration has an addit1onal 
advan ... ge where you have important shifts of population, 
as you have in Det r oit. The intervieYI itself runs - I 
think the longest interviews we have used are about an 
hour and a half; as a rule they are thir ty- f ive minutes, 
forty minutes , up to about an hour and a quarter . 

You were emphasizing the t people do like to talk 
about themselves if you give them half a ch~nce and . 
open up the conversation; and the second thmg they llke 
to do is that t hey like to talk a bout the things that they 
are mos t worried about. 
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One of the things we frettntly find is that the 
statement of the Washington a nistrator is quite 
different from the statement of the probl~m at tlle 
grass roots level,and you have got to talk at the level 
oi the grass roots description of the problem, not in 
terms of the administrator's concept of the problem. 
Our interview forms are aimed at that. We do a lot of 
preliminary work to find out what the problem is from 
the grass roots standpoint, how to get people to talk 
about it . 

l':e try to geti generally, a pretty clear statement -
I cean, a pretty c ear picture of the cause and factors 
in t heir experience, and if the person haen't voluntarily 
covered each of the different facts in the problem 
situation, we will sometimes ask a question about tha t 
particular factor. 

I can illustrate the whole thing pretty well in 
terms of the problem of the increasing dairy production . 
'.'le did a coupl e of studies last f al l. The big area in 
dairy production is the Nort h Central reglon, the 
Wisconsin area, that is, and surrounding States . It Tl&s 

important for the Department to get a rapid increase in 
production, and they had started certain steps in that 
direction. 

The f irst thing we found when we interviewed a 
certain group of farmers - we wen ted to find ou~ whether 
he l'las increasing production, and, if so, what 1t cost . 
In order to get control on that we asked questions about 
credit, whether their credit was a problem, whether barn 
space was a prohlam whet her equipment was a problem, 
r1hether the form of' market or outlet was a problem, and 
the price situation . Actually you talked to the farmer 
and asked him whether he wae increasing, how things were 
going, whether he was increasing produo~ion at a~l •. He 
would begin to tell you; he would say, 'Well, pr1ce lS 

very good. " Price was the thing they were watching 
particularly. The Department of Agriculture had used 

-, 
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price for quite some period of t ime as a major control, 
so farmers are now watching prioe quite closely. 

This is illustrative of the importance of giving 
an opportunity for material t o come through in the inter
view that you originally didn ' t anticipate. We thoU&ht 
no had covered every possible variable in the interv1ew 
and had a follow-up question, and the farmer himself 
nould voluntarily uncover the one important factor. It 
came through in thirty percent of the interviews . The 
question was this , that farmers spontaneously mentioned 
the fear of the post-war collapse, post-emergency 
colla~se, at that time, and many of them were holding 
back lr<EI expanding production for fear of being caught. 
One f armer had sold every single cow he had except one, 
got a good price, Faid off every nickel on the farm; he 
liad his farm and didn't care . 

H.J.l. JR: That is what 1~r. Rwnl said, that you have 
sot to have the int elligence to look for the unexpected. 

DR. LIKliRT : The thing that happaned was it showed 
up that farmers were holding back from increasing produc
tion, not because of a shortage of credit. but be~aus~ o! 
the fear of credit . They were afraid of 1ncreas1ng be1r 
indebtedness, and conse9-uently the thing that happened 
Tias they weren't expanding production and tiE thing tbet 
has happened is the t they are paying off indebtedness 
richt non. 

That ill just an illustration of the kind of thing 
we have been trying to do. 

H.L!.JR: Would you mind, before 11e p,et into the 
other- let ' s go around the room. 

MR. KUHN : Could I supplement that just by. a 
sentence or two. Dr , Likert is now recognized 1n the 
Government, I think, as, the leading practl~ioner.of 
interviewing technique as opposed to the r1gid, direct
ques tion technique. OFF, the Office of Facts and 
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Fi gures, in l'lhi.ch he. i~ workingi has a division which 
· measures Alllerican op1n1on by al the various methods· 

and he handles it by the interviewing method, and th~n 
they also have Roper and Gallup and other sources. Is 

:...'! that correct? 

DR. LIKERI' : That is substantially so. 

H.L! . JR: Lauch Currie, do you r;an t to ask something? 

l:!t. CUitlUE : No . 

H.!.:. JR: J.!r. Rulill? 

l!R. RmlL: I don't think so, L!r . Secretary. 

DR. LIKERT: I omitted the whole process of anal;rs i s . 
It is a major heading, I think we have sane f airly 
satisfactory procedures worked out on that . 

l!R. RlllJL: l.!y only point is as the thing gets v;o oden 
it is dead because the forecas t o~ l'lhat is going to happen 
comes in that little cloud no larger than a man 's head, 
that somebody is going to see. If hs sees it, you are 
forer;arned; if he doesn't, all you have 1;0t is statistics . 

H. l.l, JR: l!ow, could you go froon this step and tell 
us 1lha t date you have been able to get it for me so far , 
and how far you are along? 

DR. LIKERT: There are two problems . One is this 
nhol e problem of inflation o~ price~ and t~e 1·;ay p:ople 
are spending. The second thing is \far SaVlngs Bon<ls • 
Now, the War Savings Bonds, we lYiH skip that . 

H.M.Jit: I don't think- tliis group is the. price 
inflation - I mean if they are interested and 1f lie 
have time, but it is the price inflation they are 
interested in . They are all sold on the vol~teer 
plan f or War Savings so we needn ' t take the tune . 
{Lauehter) 
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DR. LIKRRT : I am not surprised but what ;rou found -
I am sorry we didn 't take a shot at predicting whe. t price 
control would do because the thing that people were doing 
ne found that a very substantial portion of the people 
are admitting that they were stocking up, primar1l;r in 
teMUs of fear of price . In so far as there becomes a 
fear oi' ultimate shortage and not being able to ge t it, 
you are going to have another run on ~ying; and at the 
present tiDe, with the exoeltion of a few comcodities, 
! don 1 t believe the t there s too much fear of a short
ace. 

~. R~: I would disagree with you flatly on 
that . I would say that all the brief periods of scare 
bu;ring were shortage-induced, not price-induced. '.'.ouldn' t 
;au agree? 

Mrt. HACKMAN : Wool ens, silks, refrigerators , 
electrical appliances, and all tlfe rest of it - they 
are of very short duration, two or three weeks, then 
over . The coat l:nsiness is crazy right now . People 
haven't been b~ing spring coats; it is coats for re xt 
r1intor, and it J.S a matter of wool, not price . . 

DR. LIKERT : \'/e have had two kinds of reasons 
cocing through. One is on price, anel the other nas M 

this business of shortage . There has been more of e shift 
tor.ards short age than fear of price as tice goes o~ . I 
t hlnk that is likely to increase. It is a rather l.nt~:est
ing thi llJ psychologically in terms of the way tr.anty-fl.ve 
percent of the people approve of hoarding. They don'~ 
call it hoarding; they cill it stocking up, and that. lS 

~pproved. If you put it in tenus of hoaraing, then l t 
1s overwhelmingly Clisapproved. 

It is pretty generally reool!)'lized that people are 
earning more money this year than lnst. Some~vhat less 
than half of those interviewed stated that the1r own 
income has risen but about four-fi f t hs believe that 
others are mak~ more money this year than last. That 
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is i there is a more llidespread feeling that, "The other 
i'c lo'tl is making more money" than that, "I am making 
more money." 

J.:R. STE\'IAIU: Of those interviewed, how many are 
getting more? 

DR. LIKERT: A little less than half. Farmers 
were more inclined to feel - fifty-five percent of 
ra~ers stated that they recognized t hat they had an 
increase in income. Farmers are also more optimistic 
about further price increases or further increases in 
income . 

There is a fair amount of criticism of defense 
norke~ s , that is , the increase in income that defense 
workers have obtained and its effect upon prices . They 
feel that because the defense workers have money to 
spend for commodities that what has happened is that 
the merchant recognizes that they have more money and 
r1ants to get it, and therefore he arbitrarily raises 
the price on commodities. That has been the reason 
f or this price increase . 

You don't believe t hat, I judge? 

J.!R . RUJJL: I ll'ould doubt ver'f much - I t~ there 
is so much competition among reta1l stores that 1f 
anybody gets out of line t he mail order house knocks 
it doTm. 

DR . LIKERT: That is the v:ay people f eel. 

!.!It ST1WART: There is parti cularly a widespread 
feeling in the defense towns. 

UR. RUML: Of course we don't know anything about 
that . 

MR. STEWART: They feel an increase in wages makes 
corresponding increase in prices . 
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l!R. RIJJ.IL: It may be in t he defense towns· the 
retail caopetition is so poorly organized and ;o recent 
that they get away with murder . As a matter of fact I 
heard that down at Newport News the retail situation 'is 
ver:; bad from that point of view, simply because there 
was no competition. 

DR. LIKERT: I.was.merely pointing out that this 
effect, as people Vl~ :t, of increasing pu:chasing 
p~7er upon prices - 1t 1sn't that increase 1n purchasing 
power has a certain effect upon the amount or goods 
available, and therefore tends in tice to break the 
i ncrease in prices . It is the feel ing that if there 
is more mone7 in town, more money available so far as 
defense workers are concernedl the merchants increase 
the prices correspondingly and the merchant gets it . 
They think of it in terms of profiteering and that typ e 
of activity rather than in terms of economic phenomena . 

Suprisi ngly1 though, this interviewinc is based on 
in tarvi ews made 1n the three weeks following the 
Presidential broadcast on price control, and so on, 
and 11e picked up very little thinki ng on the part of 
people with respect to what the long-time eff ect of 
prioo control is going to be . The7 r:ere all for it, 
ver; much in favor of it, w t as affectin& their t hink
ing a year ahead they are still worried about increases 
in the cost of living. That is one of the thin.;s they 
are very much worried about, particularly in food , 
cl9thing, and rent . The major !ear is food . 

Insofar as r.e v;ere able to get anything about what 
they 10ere going to do with this increase in money they 
r.cre maki ng, people themselves are al1.ays j;Oing ~o be 
very virtuous. There is a kind of a quest1on - 1f you 
ask what the other fellor1 is goint; to do you get a re
flection of wha t they are likely to do. Six out of ten 
people stated that people are going to spend the money, 
and they are going to spend it - I think Y?ur defense 
worker illustration r;as an excellent case :0 terms of 
the kind of material - they are eoing to p1ck up many 
of ~he things they have wanted for some period of time. 
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They are going to do things the{ formerly wanted to do 
but couldn ' t because of depress on years, or whs tever 
H may be . They are paying off indebtedness ; t hey are 
buying ths things they want to buy f or t heir wives, are 
livin::; the way they want to live, whst they felt was 
their standard all the time. 

!.IR. RU1!L : Walter, don't you think thst it might 
be possible t o make some estimate of person -to -person 
debt through broad sampling and questionnaires? That 
would be an extremely interesting figure, to know how 
mu ch aggre~ate personal debt there is of that pocket-to
pocket var1ety hanging over the country . It really must 
be tremendous, the way you pick it up in casual inter
vie\',s . 

!.:R. STEWART: As between relatives? 

MR. mn.!L: Noninstitutional debt . 

hffi. CURRI E: It would be interesting to have a 
little cross section of professional people, lawyers, 
dentists, and doctors , and see v.ua t t hey are doing nith 
their i ncreased payments . 

II . U. JR: Are you making notes of these sugj;estions? 

DR. LIKERT: I will . 

l:R . Rm!L: I 'llill bet you could come within twenty 
percent of the right figure. 

t ' ? 
H.J.I. J R: Could you do wba t they are sugges 1ng. 

Do you think it would be possible? 

DR. LIKERT: I think t hat it would be, on the b~si s 
oi' tha t plan of continuous research opera tlon °\ thi I 
type of thing usin~ both types of appr oach to 1 • 

mean this fa~tual 1nformat i on you coula get on a 
straleht representative cross-s ection t ype of approach, 
I think. 
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l.ffi. RUlll.. : I think you Ol' gh t to be able to build a 
sample you could project over the country and come 
within hen ty percent of the aggregate. 

m. STEWA;tT: Isn't the danger there, as you sug
gested before, that the thing 1vill become a statistic 
rathe r than a useful administrative device? In the 
earlier work of Dr. Likert he had a perfectly definite 
2ssignment, how to get more d2iry proaucts out of 
,,is con sin . t;ow, as clinical materul you have got to 
know what sort of thin<> you are aiming at. I should 
taink the question 17ouYd have to be built around so:ne 
purpose; then you let the per son talk, but otherwise 
1 t lS all such interesting ~:~at erial about human action 
that your problem is ho11 to bring it to use, which is 
extremely difficult . In the savings sample I see the 
inl'lation thing. I don ' t see this in enough uetail to 
sec what type of information you would find most useful. 

H. LI. JR: 1'he original thing that I asked for - you 
chock mo if I am not correct, Dr. Likert - what I want 
to know is, using t he seventeen billion dollar figure 
that everybody is talking about - it may be seventeen, 
or ,·.hatever it is, the gap - the amount of the money in 
the people's pockets they can't ~ot gpoos for,,I r.ent to 
knou what they are goin; to do Vilth it. 'l'het,ls •obat I 
,,snt to knon . That is the concrete thin;:; . "alter, can 
;rou--

l:R, STE\IART: I would like to break it dCMll sone . 

Jl . l!. JR: l'iill you, for me? 

L:R. STE\'iART : I don ' t know how . I l'lould lik7 to 
think about some form of breaking it down. That 1s a 
little like what Dr. Likert says . That is you; problem 
as an administrator; that is the way yo~ ocno~1ve the 
problem. But t o break it dolln for the 1nternewer, 
nhal questions to ask which will shed lig~t on the 
problem that is another stage of analyDla.you ere 
confronted with. Dr. Likert may have done 1t. 

, 
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n .H. JR: I don I t kno\Y, But to go back, t;iv e them 
Dono thine concrete . - well , it isn ' t an administrative 
problem. I realize that as an administrator sitting 
here I can ' t find out . I can li s ten to everybody in 
\',arhington who has an opinion . They all think they 
::nOIY, and they f eel very emphatic about it . I never 
sa1. people feel so emphatic about anything in my life. 
?he re 1 e.n ' t anybody tha. t I have met the. t has been in 
tho field and talked to anybody, but they have ell got 
the answers . 

!.:!l. STEI'iART: I am sure you are right . 

ll . L:. JR: I went all over the coiDltry trying t o 
find out who cculd do this job for me, and I learned 
11e had somebody right here in \'lashingt on . But the 
problem, I mean, j ust t o give - I moan, it isn't my 
problem, it is Nelson ' s problem; it is Henderson's 
problem; it is J.:r . Roosevelt ' s problem; it is every
boo,y ' c . \'1bat i s going to happen to the extra money 
that v1e pull out and pay f or muni tions l'lhioh imnedia tely 
becomes sterilized or blol'lll up or destroyed, but the 
noney that we pay for them stays i n the workers ' pockets, 
and what are t hey goi ng to do with it? 

l!R. CURRIS : Aren't we particul arl y interested, 
l:r . Secretary, in whether or not af ter the ra t i oning 
of durable consumer goods the additional money "lnll 
snlll over into soft poods ana foodstuffs, non~ure?Le , 
:mich in turn would e;1ve rise to shortages, which m 
turn would lead to necessity for rationing a brest 
variety of goods . \'le would like to know 1;.he ~her pe~le 
are going to increase greatly tbair consumption ~f e 
remaining consumable goods which are not now rationed, 
and from that poi nt of view we want to make a dis 
tinction between the debt repayments and paym~ts of 
dentists, the vacations , more rent , thin~s which are 
person -to-person t ransfer s , to the actua impact o~ h 
foodstuff's and clothing and f'urni ture and things w c 
are unrationed . 
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J.:R. RUJ.IL : I think you are absolutely right . That 
is wny I raised the point, because when this person- to 
'Parson thing runs out, just as when the installment 
thing runs out, t)l.en you co.n look for a new phenanenon 
to take place pretty soon. · 

DR. LIKE~T : There are certain forces that I think 
tic in with 1-dul t is likely to happen . One of the things 
that is happening is that people are thinking of their 
standard or livin~, not 1\hat they have had but what they 
had at t he best t~e in the past, and are thinking that 
nor: is the time they are going to c cme back to that 
stanuard of living. 

m. RUl!L : There is another thing that ought to be 
studied if it hasn ' t bean . You mentioned this money that 
the Clovernment is put ting ou t for Vlar purposes . To examine 
it, righ t at the f irst impact, in terms of 11hat is - I 
don ' t know the word for it - the marginal dollar on top 
oi' your ordinary dollar, at l!acy ' a tlie dollar volume we 
are ~etting on top of what we need to stay in business . 
r.o klll seventeen cents out of every dollar at the counter, 
whi ch doesn 't~ any further . That is quite a different 
thing. It is JUst as if tlere was a sales tax of seven
teen cents . 

H.ll. J R: What happens? 

JJH. RUl.D.. : You set aside a reserve for depreciation 
out of it; you set aside reserv.e for next year's ~xcess 
proiih taxes, the profits that a re not paid oa l1\ • 
dividends, other reserves that are put away agalnst 
some rainy day . 

MR. CUlUti E: In other words, an unusually large 
proportion of Governmm t expenditures now do J?-Ot go 
through to wage earners; they get short-circu1ted as 
special reserves, depreciation, and so forth. 

l.!R. RUlli. : But it is very important to take th~ 
marcinal dollar, not the average aollar , because this 
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purchasing power you are talking about is the marginal 
purchasing power created by the Government . I am con
vinced that a tremendous proportion of that is sterilized 
a t the firs t impact it hits the company that gets it. 

JI .l!. J H: \'Jai t a minute, you are talking about some
thinG else again, if I understand you. You are talking 
about a company, and I am tal king about the indiviwal' s 
sal arj', t he wage earner, which are two different things , 
The seventeen cents that you sterilize doesn't affect 
the employees of Uacy's. 

1.!1! . RUl!L: It means there is seventeen cents less 
purchas ing poner. 

!.!H. STE\'!ART: One of those men went from sixtj'-five 
dorm t o f orty- six ; your fi rst defense worker was getting 
sixty-five dollars but net f orty-six . 

l! .t:. JR: But that was for an entirely different 
reason . 

m. RU1!L: In principle it is t he same, but the 
point that is--

ll .l.!. JR: I don' t see it . 

J.::t. CU~IE: This was jus t an amendment on your 
s tat ement you introduced by aa1i ng all t he a oney the , 
Government is spending for mun1tions is just go~e . f,ot 
all of that money is going into thi s type of thing ne 
&r e concerned with. 

H.I.!. JR: From t he standpoi nt of t he corporation. 

Lffi. CURRIE: From the standpoint of the. Government 
dealing with these threil billion dollars , v1hich ~re not 
a net addition t o expendable cash i ncome . That lS all 
B. is saying. 
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H.U. JR: Haven ' t we figured that when we ar rived 
at t he seventeen? 

1!R. HAAS : ThAt is taken into account. 

H. U.JR: I still don ' t think he is right . I mean, 
I don 't think he is right , and I am so bold as to ~ 
so . 

J.:R. STE'.IART: He is right about the expenditures; 
he cay not be right about the gap . 

li .U.JR: Geor ge, is he right or wrong? Have you 
taken that into account as far as the corporations go? 

L!R. HAAS: ThAt is taken into account before you 
arrive at the seventeen. The seventeen is over and 
above . 

l!R. Rf11L : All right , that is fine . 

H.11. J R: That is whAt I wanted to be sure . Thet 
has been taken int o account? 

Wt. HAAS: The best we can estimate . 

DR. LIKERT: There is one other question I. wo~d 
like to ask in this regard . Is the seventeen bilhon 
based upon a decrease in the standard of livillb - I 
oean, does it make the assumption it is betneen th7 
aoo~nt of consumer goods available and the purchaslng 
pm1er available? 

LlR. HAAS : That is right . 

DR. LIKERT : And ccnsumer goods represent a l?wer; 
ing of consumer goods, or of shifting kinds, certa1nly. 

l!R. CURRIE : Some l ower . 
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J.!R. HAAS : It may be a different combination of 
consumer goods expressed in value terms. Vfuen you 
finally l?et dovm to the gap there are different y1ays 
of £igur1ng. One way is that you have so many dollars' 
worth of' consumer goods, and maybe a different combina
tion, and over and against that you have purchasing 
p~ter in the hands of the people who are attempting t o 
spena i t , or may attempt to spend i t , available for 
expondi tures on these consumer goods . 

:::t. CUJUUE: l!r. Secretary, I have to leave for oy \'-
next appointment . 

H.l.: . JR: ';•bat I am going to ask is - I hope to no t 
be here noxt week, so I would like, if you people are 
interested, tha t we meet again two weeks from today. 

Itt. ClJRHIE : Yes, I would like to . Ther e is one 
little bit of additional evidence I l'toul d like to throw 
on ihi s thing . Have you seen t he e t udy of the SEC on 
snvincs i n the first quarter of this year? 

II .ll. Jlt: I take it George has. I read i t in the 
paper . 

UR. CURRIE: That was discouraging. It sai d there 
r.as a decrease in savings . But I spoke t o cy assistant 
just before I left the o1 fice, and he says that there 
are two rather important adjustments that were no~ cade 
there . There was a sizable decline in income ava1l able 
the f irst quarter end a sizeable increase in tax paycents; 
betr1een the two of them they amo\D'It t o nearly two billion 
dolla rs . So it may affect the interpre tation of t he 
~Z:C ' s findings very greatly. I v:an t to check further 
1nto that . 

II . J.! . JR: I was going to speak to SEC · !._~i sht yo~ 
would Geor ge over my name. I think it is wuor una e 
they eat thes~ things out vii t hout ever letting us see 
them. Ur . Jones is not going to do i t any core . I 
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You mi ght ask the SEC before they get out another 
statement - I spend all my time arguing and tryi~ to 
expl ain other agencies' reports that i never see until 
l r ead about them in the press . 

J.::t. h1JIGI: The SEC report was very d&.l:lJlgin~; to us 
on the · .• ar Bonds because it indicat ed the campu gn had 
been a cocplete f ailure in achieving its purpose. 

n . ..:.n : If you can follow up on t hat, Yiou ld you 
le t r.eorce know? 

L~1. CURRIE: Yes. 

(l:r . Currie left the conf erence . ) 

H.Lf. J R: I just Yl&nt to ask one th ing. Can you 
make use of either the Macy organizati on or any other 
department store in helping us? 

DR. LIKE RT : Yes, I think it would be very useful. 
I 1.10uld like very much to see a copy of your in t erviews. 

UR. R\JllL: I will leave them her e. 

D:t. LIKERT : The second thin& tha t nould be verr 
hel pfu l is a relation of t he kind of psycholo!;icel , 1f 
you nant t o cell it that , with the phenocenal you ha'!'e 
i n terms of the purchases themselves . One of the thl.Il~s 
that might very profitably be done would be to work a 
r;roup of intervieYiers in the New York area so t hat we 
are covering the exact ares that your purchases tend 
t o r eflect . 

l.l;(, RUJ.!L: I think if you want iba t sort of thing 
it ought to be done m a Nation-IVide scale and ou&ht 
t o be ver] carefull y built up. 
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I l'lould suggest t hat perhaps i£ you a re available 
this afternoon t hat Llr . Hackman might introduce you t o 
Dr . Crai!l oi' the Amer ican Retailers . 

D!t LIKERT: I know him. 

l:R. RUJ.l. : lie i s a very oanpetent technici an, and 
ho r.ould be able to cor relate Tli. th your stuff eny 
~tatistical material with respect to behavior observed 
!., tho store. 

DR. LI?.: ;tT : How much slac!< is there in the oaterial 
lhct he has? 

1~t . RUlJ. : You can get it telegraphically at your 
expense . 

Another t hing worth remembering in that connection 
is tha t the s t or es l i ke t o repor t t o the·Federal Reserve 
Banks of their distr ict . They have been doi ng it fo r 
years and have great conf i dence in them. You might be 
able to use Goldenweiser in that connection. 

H. ll . J R: Do you lmorr mo started that'! I did, and 
after I got it goin<> then ~1e turned it over to the 
l'ederal Reserve . Did you knon that? Is that ri&Jl t , 
Geor~;e? 

p . HAAS : 'i'hey had it for a lone interval. 

~. RUllL: Mr. Secreta ry, I 1\'as your a~;ent in 
doin~: that . 

H.t:. JR: I remember . 

Lffi. RUJJL : L!y point is tha t we found out at t hat 
limo--

H.I!.JR: Well, I mean, at tha t time theY. lik~d t o 
work with the Federal ~eserve - so do I , bell eve l t 
or rot . (LaU~;hter) 

( 
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m. RUJ4L : They did not like to VIOrk with the 
Department of Commerce. That is what I am trying to 
se.y nege. ti vely. 

Jl . J.l. JR: \'/ell, anyway, we can get anything Golden
weiser has got. George can get it; you can get it . 

Could I ask this before we break up . Si.nce talking 
d t h ,:r . t:acLeish is there anyt hing that I should m•ite 
hlo about? He said if I \?anted anythin& to write him 
personal ly, if you needed any more help to do anything '" 
ooro for us, money, people, or anything else . 

D:t. LIKERT: I think there may be. I woul d like 
to l'•ork out a plan on the t and check back rli. th you or 
;)r. Iiana on it so you may f ollow up on it . 

l! .J~ . JR: What ever you want me to do - can you get 
whntever you want to me between now and noon tomorrorl'? 

o:l. LIKERT : Yes, I can . 

ll . l:.JR: By noon tomorrow. }.~cLeish said to just 
tell him what I r;an ted and he :1ould pass it dorm and see 
that I got it . 

If between now and noon tomorron - I don't know 
hor. many of the fifty people you have are doi~ this -
if you need any money or anytbint;, l!acLeish s~1d if I 
r.oul d nrite him he wrold give it to Kane and i.ane to 
.;ou . He didn't call me. I called him up because th~ 
more I sit here the more anxious I am to know rrha t tile 
people in the fiel d are t hinkin& about · 

I think the people that are here today, if th?Y 
wouldn't mind meeti ng again in trto weeks by that hme 
70u mi ght have more que stions thai I think may be very 
hel pful to you. 
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I wou~d like to get the help of you 
on th1s problem in tenns of getting 
roots. 
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JI .M. J R: Walter, have you got time right now to -
do you want to go somewhere and sit dorm? 

1~. STE\tART : I em quite prepared to. 

~. RlJl:L: I have to go back to New York, but !!r. , • • 
!lackn&!l can stay. ..,. 

H. !.!. JR: Have you got anything for me in nriting 
on .mr Bonds that you are going to leave for oe? 

DR. LUCEnT : I brought it over for you, and there 
are some more copies on the way. 

I!J!.JR: The last one I had was ~ltimore. 

DR. LIKERT: This is on nine other cities in 
addition to Salt imor e. 

H.J.: .JR: I would love to have it . 

DR. LIKERT: Based on five hundred interviews . 

m. 11.1001 : Do t hey tell approximately the S81:18 

story? 

DR. LIKERT: Yes, with some modifications . It 
certainly shows one thing. It shows that whe; e you heve 
n systematic plan intelligently introduced, n1th t he 
cooperation of management, you get tar better results 
than you get any other way, particularly the type of 
plan you people have introduced; but i£ manacement has 
introduced the plan in a halfhearted or perfunctory 
way, or kind of just sent the notice out through the 
plant without effective cooperationi you get cor
respondingly less satisf actory resu ts . 
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There is one case in there that describes the plant 
where I think you have about ten percent cooperation in 
terms of total salaries going into the War Bonds and 
ther e it \'las exceedingly intelligently introduced vecy 
11ide-spread cooperation. ' 

Anot her factor that is important i s this, tha t in
sofar as you have management-labor conflicts in plants 
;.•our cooperation tends to go dovm. 

U.t:. JR: !low, the fact tha t these people are here, 
and I have ~ ven one hour's worth of time to inf lation, 
or lack of lllfla tion, doesn 't mean I am not interested 
in the 1ar B~nds t bing. I ao hoping t hat will be a 
continuous testinc- of ·.rar Bonds; I want that to continue 
because \'.e never bt01v when some body here i n \iashington 
uoes somet hing whi ch may upset t he whole thing . That 
is '0'1hat I want you to catch - I mean, I may be right or 
l'lronr; , but sitting here I t hink that a lot oi the state
tl~nts that people make in Washington the people in tile 
ilold don't pay any attention to. I may be wront; . I 
moan, I think we ~;et p.wfully exoi ted because S:iC comes 
out and says that the savings are off and t hen Lauch 
Currie finds they only made a mistake of two billion 
dollars - I think that has happened so oi'ten toa t I 
don ' t trrink the ;;age earner gives a hoot . That is just 
a awivel-chair opinion, but you see -..bat I mean . 

~t I very much uant you, please, to. I(ID a co~
tinuoua testing on our Uar Bonds so that 1~ sa:n~th~g 
does .;o \'Iron~ r.e can jump in and corr ect tne t~n ~ m, 
time, if it 1s correctible. And a r-ain I S0.'/1 1i 1t 1s 
o. ques t ion of money or a question that L:r . L:acLei.sh 
1·;on ' t give you time enou~h, iJ you will ask me - ne 
tol d me I can have anythlll(; I want l'lithin the t erms of 
human endurance . 

DR . LIKERT: We will have that t•eady for you 
tomorrol'l, 
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H.li.JR: Don't you think t his is right? 

MR. RUML: That is exactly what I had in mind, this 
or something--

ll . J.: .JR: Isn't this the thing? 

J.!R . Idlldl: Sounds fine . If there are any spot jobs 
ne can do for yw. , r.e are alv1a.ya at your disposal. '\:-

H.U. JR: I J::!sonally want to read that . (Report 
on case studies ded to the Secretary by J.:r . Rucl . } 
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Hl~Jr: 

Optrator: 

H~Jr: 

Ootrator: 

HY.Jr: 

Opera tor: 

!!Y.Jr: 

Robert 
Dough ton : 

HMJr: 

D: 

fw.Jr: 

D: 

Hv.Jr: 

D: 

h'Y.Jr: 

D: 

HHJr: 

D: 

HJ(Jr: 

Hello. 

Operator. 

June 4, 1942 
12:12 p.o. 

They say Doughten's cal~ me. 

Right. 

Hello. 

Oo ahead. 

Hello. 

Hello, Henry. 

Yes, Bob. 

This ie Bob Doughten here. How are you reeling? 

Oh, 'OrettY good. 

Well , it's my very unoleaeant duty to reoort 
to you the motion ado'Oted this morning by our 
committee •...• 

Yeah. 

•.... vh1cb 1 111 read. 

Yeah. 

0 That the Chairman be instructed to reoueat 
the or eeence ot Secretary Korgenthau before 
the committee at a time and place convenient 
to all, tor a conference on the tax bil l ••... 

Yeah. 
•..•. and tor a discussion ot radio statements 
made by the Secretary with reference to the 
committee and ita work on June t he third •.... 

Yeah. 
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.•• . • adopted by a viva voce vote.• 

Yeah. 

It's not unanimous. I didn 't vote ror it 
myself, but I- it's very painful to me, the 
situation, so I'm Just reporting that to you. 
If it's your purpose or ole~sure to reeoond 
to the motion , why you could l e t me know when 
you thought it would be convenient for you to 
come down. 

Ob, sure. I'll come. I don't- I'll be glad 
to come. 

>~en would tha t suit you beat? 

weft , I Just find out that Paul isn't 1n town. 

:i?W 0 S thS t? 

Randolph Paul is not in Washington. 

Yeah, we knew that. Tarleau ie acting for him 
down he r e . 

And I certainly can 't come uo there unlees he 
comes, becauee I don't know whet ' s haopened 
from minute to minute. Hello. 

Yeah. 

8o I've got a call 1n t or him now. 

Some or the co~ittee aaid they'd have to be 
~ tomorrow and would like to be here if 
1~ would be convenient t or you to come here 
this afternoon- lf it wnuld be •.... 

Well, I can't _ I mean, I don't think I should 
go uo there without Paul, because they 're going 
to ask me ouesti ons whiCh I'll be unable to 
answer , because he's been representing me . 

Well my ides was _ I don't know what could 
be i~ t he mind ot the committee - they 're Jus t 
go i ng to ask you oueetione about your speech 
taet night. 

Regraded Unclassified



D: 

HJ~Jr: 

D: 

!CI.Jr: 

D: 

Hl!Jr: 

D: 

HHJr: 

D: 

HMJr: 

D: 

HJ..Jr: 

D: 

Hr!Jr : 

D: 

259 

- 2 -

. .... adopted by a viva voce vo te. • 

Yeah. 

It' s not unanimous. I didn 't vote tor it 
myself , but I - it' s very palntul to me, the 
s ituation, eo I'm jus t reporting that to you. 
It 1t'e your pur~ee or oleaeure to respond 
to the motion, why you could let me know when 
you t hought i t would be convenient tor you to 
come down. 

Oh, sure. I'll come. I don 't- I'll be glad 
to come. 

'•'hen would t hat sui t you 'beat? 

Well, I j ust t1nd out t hat Paul i sn 't 1n town. 

;{')W 1 S t ha t? 

Randolph Paul is not in Washing ton. 

Yeah, we knew that. Tarleau i e acti ng tor hi m 
down here. 

And I certainly can ' t come uo t he re unless he 
comes, becauee I don't know wha t's haopened 
from minute to minute. Hello. 

Xeah. 

So I've got a call 1n t or him nov. 

Some ot the co~~ittee ea1d they' d have to be 
away t omorrow and would l lke to be here 1t 
it would be conveni ent t or you to come here 
this afternoon - it 1t would be ..... 

Well , I can't _ I mean, I don 't think I should 
go up there without Paul, 'beoeuee they ' r e going 
to ask me ouest1one whloh I'll 'be unable t o 
answer, because he's been representing me. 

Well my ides was- I don't know what could 
'be i~ the mi nd ot t he committee - they're juet 
going to aek you ouee tion• a'bout your s?eeoh 
laet night. 
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H>!Jr: Yeah. 'II ell. •..• 

o: 

'!Jo!Jr: 

0: 

P.:(Jr: 

!): 

HJ.!Jr: 

0 : 

H>!Jr: 

!) : 

!!li.Jr: 

!): 

I understood you said that - aomebody'e reo~rte~ 
down here- we hadn't heard that when they oae d 
the motion - that at the press conference thie

88 

morning you were asked if it wee your ~urooee 
to take a crack at Congress, Bnd you said lt was. 

No , no, no, no. 

That's what they told down here. One ot the newe
oaoer men told that, I don't know. 

Well, that isn't true. 

Yes. 

That isn't true. 

I - it's the moat unfortunate- unoleasant thing 
to me that ooul~ po&aibly ha ppen .. · ... 

Uh huh. 

..... an~ I want you to know eo tar as I ' m con
cerned there's going t o be no personal reeling. 
I think it' s moat unfortunate that there should 
'oe any friction or any leaks back and forth 
between - and it'• certainly not on my 9Brt -
to the press or the coun try, oritioizln; you 
or your staff or anything t ney do; and it's -
I feel that it 'e !llllking tor - not t or the best 
cooperation, the situation like it is. 

~ell , I'll be very glad t o come up there tomorrow 
morning· but I cannot oome U? the re without Paul, 
becauae'I don't know what's going on in the 
committee. 
~ell , you surely ~new what vee go~n~ on ns the 
bae1e of that statement, and that s all that 
they I eupooee they want to discuss the basis 
tor that etatem~nt. I euoooee you knev that. 
Wh8 t vee the bee18 tor that ate tement - that 
radio eoeech about our committee end Congrese, 
laet n1gbt. 
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Yeah. 'iell, I mean woul~n't 1t be all right 
to appear there in the morning? 

Oh, I should - it said a time - the committee -
the motion eaya, 'At a time an~ place convenient 
to 4.1." 

'iell, I'm ready to be there at nine o'clock 
tomorrow morning. 

At nine o'clock? 

Yeah. 

'oell, I can have the oom'lli ttee - ve usuall7 
meet at ten-thirty - I think it would be better 
tor ue to meet at nine •••.• 

I'll be very •.... 

••••• and get that out ot the way. 

I'll be very glad to be there at nine tomorrow 
morni ng. 

It wouldn't be convenient to~ay? 

I'm sorry, because •.•.. 

Well , I understand. I Just thought maybe - it 
don't make any difference vith me. 

It you order me up there, I'll •...• 

Oh I wouldn't order you, ~r. Secretary, any
wh~re . (Laughs) I'm Juet rea~ing that motion. 
I'm not - we can't bri ng you up here at all 
no disposition t o you - we're just giving you 
the motion. 
But it you say, •come uo at one o 'clock , ' I'll 
be t here: but I'd like to get Paul. I ..••. 

Well , anyway, thll t ••oul~n ' t be in contormi ty 
with the moti on. 
Well, if it's in contormity with the motion and 
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full courtesy to the committee, I'd like to 
come at nine o'clock tomorrow morning. 

262 

••en , let me call them back and eee if nine 
would suit them. That's a little unusual hour 
for ua, but I'll call you back. 

'ilell, I can come any time to:norrow morning that 
eui ta you. 

·•en, ell right. Thank you. And I 'll let you 
know in a little bit. 

Let's leave it that way. Any t i me tomorrov 
morning. 

All right. ! 111 call you back. Thank you. 

• 
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Ootrs tor: 

)w.Jr: 

111eB 
Dough ton: 

HMJr: 

D: 

!w.Jr: 

D: 

HY.Jr: 

D: 

P.MJr: 

D: 

H!~Jr: 

D: 

HY.Jr: 

D: 

h1!Jr: 

[1 : 

Hl~Jr: 

0: 

Go ahead. 

Hello. 

June ~. 19~2 
12:59 p.m. 

Good mornin~ Mr. Secretary. 

'Nho ie t his, please? 

!~Us ':oughton. 
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Oh, Hies Doughton, would you tell this to your 
rather, please? 

I' o be glad to. 

~nat I sincerely hope t hat when I anpear before 
them tomorrow, it will be a oublic meeting. 

Uh huh. 

I - whatever it is, I 'm not going to appear 
before a cl osed meeting. I mean, any criticism 
that they have or me , t want it out in the oubllo. 

Uh huh. 

So I'd lllte the 'Ore as there, and the oubllc, it 
they want to come. 

Uh huh. I shall be glad to . 

And I'm sure t hat he'll be gl ad t o concur. 

Uh huh. 
But I don' t want any closed meeting, and I'm 
sur e he doesn't want any atar chamber orocedure. 

All right, sir. 

Thank you. 
I shall be glad to t ell him, Mr. Morgenthau. 
Thank you. 
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Summary of the Secretary's Telephone 
Conversation with Congressman Doughton 

1 :50 p.m. June 4, 1942 
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The ..iecretary opened with Congressman Dough ton by 

saying that he had asked Congressman Daughton's daughter 

to have the pending hearing made publ ic. The Secretary 

explained that he felt the hearing should be made public 

in order that he might be given a ch•nce to defend 

himsel f properly. He said t o the thai rman that if the 

full t.ommittee wanted him to come up for the purpose 

of castigating hi m he wanted a chance to properly defend 

himself . The Secretary said he does no t desire an 

executive session, because his l ips would be sealed, and 

he ~ould be placed i n an embarrassin£ si tuat ion, since 

some of the Republicans could dl sclose the bad features 

of the bearing. 

The Secretary offered t o come up alone to appear 

before Congressman Daughton and any two Democrats, 

plus any two li.epubli cans, that the Congressman might 

choose to hear him. He told the Congressman he y;ould 

be quite content to do this at any t ime that this small 
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committee wanted to see him. He said that he could 

come up any time t !tis afternoon. (At this point the 

Secretary explained wh;r he would not be able to see 

this Comrnit tee on some ni f,ht of next 11eek stating he 

"anted to spend a fevr days with his son, Bob . ) 

265 

The conversation was closed by the Secretary 

repeatinJ to the Congressman several times that knowing 

Dou&hton ~as hi s friend he would be happy to do what

ever ~oneressman Doughton decided. 

: 
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Present : Mr . Gaston 
1!r . Kuhn 
l.lr . Blough 
~. Bell 
!Lrs. Klotz 

June 4, 1942 
2:20 p .m. 
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I!. !J. JR: The point is that Dough ton didn't went 
a public meeting. Daughton phoned me about quarter 
01 tVIo. He didn't went a public meeting, and he wasn't 
coinG to castigate me and he wasn't going to let an7body 
else do it . But the Committee couldn't sit tomorro~, 
so he said he wanted to do it Uonaay. I said I couldn't 
be here Uonday. 

\,hat they want to do is just get together, arid 
cooperate . They di <it' t v1ant to have a public meeting, 
so I said, "Bob, let me make a suggestion . " I said, 
''lih:l don't you get two Democrats and two Republicans 
and yourself, and I t1ill come up there alone end sit 
dovm - if you really want cooperation I will sit do1111, 
but I am not going to appear before a whole co=i ttee 
an<1 then let sooe Republican go out end tell the un
favorable side of the stOI"/ · " He aqs, "I will have a 
s t enographer there, and if you nnt to give out the 
cinutes you can give them out." 

So then I t hought I would appeal to the old boy's 
sentimental i ty. I said, "Bob, you are my ~riend •. I 
put , rnyself inJour hands; ~batever you declde.I .WlP 
do. 1 So he s d ''Will you come up at four- thlrty'l 
I said, "You teli me whet to do and I will come up." 
l!e said he would get together the coim!littee and let 
me know . 

Here are some of the things I need, Roy. ~ou 
see , llhat I want to do is this , Roy . Let ce think 
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out loud. I want my Cleveland speech because if I 
\'lent to say, "What aren't you satisfied with?." I want 
to say - I want you to mark the passages in there. 

Those gentlemen - let • s take oil well depletion 
il Di sney gets t ough with me I will say, "Let's t ake' 
a look; let ' s call a spade a spade . It just plain 
s:nells to hell, the. t you people won' t make these people 
ai ter they have written off an oil well a hundred per - ' 
cent , pay their just and fair tax ." See? ' \; 

Then I want - these are thin~s that I can remember, 
and I want the passa~es marked. Let's take a look at 
State and munic1pal DOnds . ..tty should people sit there 
1Ti th a million dollars ' worth of bonds and m t pay a 
cent toward this war? I t hink it is outrageous." See? 

Now, I don• t know those other l oophole things which 
I haven 't got . 

}.!.'{, GASTOO : Connnuni ty property esta tes . 

UR. BLOUGH: That is taken care of . 

H.U.JR: Anyway, in my Cleveland speech it i s the 
easiest to say why. I haven't GOt tiae to prepare - my 
mindis too tired, bit if I read my Cleveland speech I 
can say, "Roy, give me Tlhat I said on c0011'11mlty property. • 
I w eoing to say, "This is nothing ne;;1 ge~tlemen . I 
said this in Cleveland" on such an c: sucll a date . 

!JR. BLOUGH: Your J,:S.rch 3 speech said it, too . 

ll .l!.JR: But have those things, what I ~ai~, ready. 
Now then, l'lhere are they behind on the two b1lllon 
dollars, you sec--

I.!R. BLOOGH : \'/e wi 11 have a list of all reconnnanda
tions and what they have done to da t e . 

H.L:. JR: You sit next to me . ''\'/ell, where ~re we 
behind, George?" I am liP ing on the theory of bemg very 
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oily, smooth, if they want to be; but if they get dirty 
I am going to get good and dirty, because I think I have 
got the people with me. 

v.l111.t I want to say is this , following what I said 
last. ni ght I want to show - I mean, the tables have all 
heen published. Let 1 s take - I don 1 t want a man with 
two cll ildren - is that the best type of married man? 

m. BLOUGH: !.lore typical. 

11 .1.: . JR: Let 1 s take the married man with no 
children; what will he pay under the 'l'reasu ry plan after 
I recamnended that they lower the exemptions, you see, 
a:~d what is it nor. as far as the Committee goes - just 
to have that . 

!.!1\. BLOUGH: We wi ll have that . 

H.JJ.JR: I mean, the difference between the Tr~asui"J 
plan end the Canmit tee 1 s . Is that a good point or not? 
".'.~1at I am trying to get is I came up here in good faith 

i n order to get a balanced program on t he bill and made 
these recommendations about taxing everybody f rom the top 
to the bottom and, by God, all you have ~;ot is taken from 
the little fellov1 . " 

~. BLOUGH: They have done it on the l ittle fello~; 
up to ten thousand they are behind . 

H.U. JR: I want to show where they are be!llnd, vou 
see - I mean vmere do they begin to slip, beg1n t o . bow 
nhere we are ' loeing this revenue; then the same thing on 
the corpora tiona, where are they behind. 

(The Secretary held a telephone conversation rnth 
.~r . Paul.) 

ll .~.JR : Paul says I ought to take Tarleau. 

MR. BLOUGH: I t hink that is ridght, if t hey e;et to 
asking about v1hen was this done , an so on. 
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H.M. JR: What is this particular thing that I 
criticized? 
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Jffi . GASTON: The oor.s asked you if 11hen you said 
"too little.~ too late' you were referring to your 
statement of esday that the Committee was two billion 
dollars below your recommendations on amount of revenue 
f or 1~bich they had provided so far, and you said, "Yes 
that is right." ' 

H. J.!. JR: Well , it is. 

l.!R. GASTON: And it is all right, and that merely 
tteana that you are sticking to the Administration's 
r ecomenda t i ons. We have recommended a certain amount 
oi revenue. You said last night you think we ought to 
have t hat amount of revenue, and you are still sticking 
to that poai tion . 

J.lR. KUHl'l: Then toward the end they asked you again 
about Congress, and you said, "If politics is going to 
rear its ugly head in here let 'a not discuss it." 

Herbert , did you talk to the Secretary about the 
thinc;s we y;ere discussing in your office before lunch? 

UR. GASTON: Well, he has talked to Roy. 

l!R. BLOOGH: We never did get to that point. 

I.:R. KUHN: \'ie had some ideas. 

l.!R. GASTON: There are a couple o£ things here on 
this statamant of Boehne's. It aaya, Boehne called 
attention to the budget act provision tha~ reven~e 
requests shall not be made by administrat1ve off1cers 
without the request of the Houee or Senate." Of course 
that is pure nonsense. You weren't making any rev~nue 
request . You were making a speech to the country ~ 
11hich you defended the Aclministration's recm;mendatlfn 
on taxes; but i t just indicates that Boehne lS one 0 

the--
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lffi . BLOUGH: Boehne, as a matter o£ fact, didn't 
inuicnte in his speech that he was hostile. He read the 
paragraph from the Secretary' s statement, which really 
helped to clarify the situation. He has been anti
?reasury in some respects, but he made no speech against 
the T rensury. 

I.Jl. GASTctl : I think they are tryine to put 70u in 
the position - even Bob Doughten 's conversation over the 
phone indicates that the V.aya and l!eans C<mDittee has '\o-
tne sole responsibility in regard to revenue ceasures • 
.. ul, of' course that isn't true. You have a responsibill ty , 
and you have a particularly heavy resporsibility. !low, 
·.1hen you are go1ng out to sell four or five billions of 
~ecurities a month, you have to give some assurance to 
the people of the United Statos that the revenue end of 
the pi cture ll'ill be reasonably adequate to support a 
Government debt o£ these dimensions . 

(Hr . Bell entered the conference.) 

ll .l.l .Jit: \'Jhat I am going to say is, "Now look, &entle
oen, this is my job. 11 I asked Bell to do it, to taint 
thee the ;icture, beginning with July 1, of T:hat had 
to do. ' .. hen I said the very least, it is the very least, 
and 1.hen you see these figures you will see how 101uch I 
have -ot to borrow s.nd I am norried. \',hen the Presiaent, 
through me, asks f~r eight billi~n seven it. is the berries, 
&nil i£ you don 1 t mind oy sayin~ 1 t I think 1ns tead o~ 
tryin- to cut it dorm two blllfon, bow can you make 1t 
ten bfllion . 11 

1.:n. BLOUGH: I think t: can very wellkaayf tt:t your 
talk last night f ar from pering the wor o e 
Committee help; the work of the COmmittee because the 
Committee ' constantly says it wants to impos~ all_ the 
taxes that the country can stand; and certunly l~ your 
talk hns any effect at all in that directi~ it w~ll 
help the country stand more taxes and therefore w1ll 
help the Committee and not in any way hurt 1t. 
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Wt. GASTON: You are asking the country at large to 
accept sacrifices just as pointedly ana forcibl y as you 
can. You are coming to the aid of the Committee and 
asking, especially, the low-income taxpayers to accept 
sacrifices, to accept heavy taxation as a necesuity. 

L:R. KUIDI : llr. Secretary, there was another point 
that came up. We thought it quite important that 7ou 
should not be led into a discussion or wrangle as to 
who was responsible for this dela;r in the present tax '"" 
bill, the Treasury or the v;ays and !.!eans Cami ttee. 
7hat is not t he point at issue. 

m. BLOUGH: It isn't delayed, to begin with. I 
17ould not call it delayed . 

!JR. KUHN : They might say, "You people at the 
Treasury are to blame." That wnsn' t what you were di a
cussing. If the Wa1s and Means ColDiaittee had passed 
an inadequate tax b1ll in one month, it etill would be 
too little and too late because they would be late in 
grappling with the problem you have outlined there . 
You are calling for speed in meoting the realities of 
a big situation . 

H.U. JR: Let me see this thing. (Paper ·~aed to 
the Secretary by J.::r . Bell. ) I haven't seen this . Is 
that after the inc reese? 

!JR. BELL : Yes, that is, a.fter you take
11

ou
1 

t the 
seven billion, see, it leaves forty-nine bi on. 

H. U.JR: I mean, the additional seven-

Lnt. BELL: Yes, additional sevan. 

II .L! .JR: EVen t hough we are asking for eight 
seven? 

UR BELL· You are asking for a program of ~ight 
seven ~hich ~11 produce seven billion in the flSce.l 
year i943. 
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ll .l!.JR: l8 that right, Roy'? 

MR. BLOUGH: I would stick to the. t if I were you 
J.:r. Secretary, because seven is all you are going to ' 
be able to get out of it. 

H.U.JR: I have bean saying eight seven. 

l!R. BLOUGH: 
over seven . 

The fiscal 143 item will hardly be 

lllt BELL: You have got to raise fifty- three 
bi l lion dollars in new money. 

ll .U. JR: Four and a half billion a month, and we 
are arguing about two - I mean, it makes the thing 
ludicrous . 

tm. GASTON: It makes it ludicrous to think that 
you can be silent about the whole financial picture 
when you are facing a situation like that . 

11 .1!. JR: Have my speech with you and my minutes 
and my Cleveland speech; accumulate everything . 

~. BLOOGH: You are not criticizing the Comittee . 
You are coming out for the President's prograll; if that 
be criticism, let the chips f all . 

UR. GASTOtl : There is nothing new. You are stick
ing by the President's recomoendation and all that you 
have said in the past. 

!Jll. BELL: I don't see hovt they can pass a 
resolution on that paragraph. • 

MR. BLOUGH: You didn't see them lnst nieht. They 
vtere arguing among themselves. It vtas like a cat and 
dog figlit worse than I have ever seen them - heat and 
nerves and general debility. (Laughter) 
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(Discussion off the record) 

J.!R. BLOUGH: That is another thing you want to be 
prepared to tell them, that it is the absolute truth 
that nobody in the Treasury had anything to do in 
instigating the "PM" articles, unless you have. . 

H.l! .JR: I. am the only person that can say that 
truthfully in the Treasury. 

I.!R. BLOUGH : That they haven't been instigated 
here - I can say it truthfully . , 

ll .ll.JR: If you can, then it is you and I. 

m. BLOUGH: I t hink everybody else can, too . 

ll .I.!. J R: No . 

MR. BLOUGH: Then I am misinformed. I didn ' t 
think anybody this year had been pressing that at all . 

H.U.JR: O.K. , but I haven ' t, and as far as I 
know nobody in this room has, 

J.:R. BLOUGH: Paul told me he hadn't; Clevenger 
told me he hadn't. 

H.J.:. JR: \'/ell, I can say I didn't ask anybody 
to talk with "PM" or hint. 

MRS. KLOTZ: You are being very subtle. 

t~ . BLOUGH: Can ' t you say that so far as you 
know nobody in t he Treasury has? 

. H.M. JR: No, because, unfortunately, somebody told 
me that he had. 

I.!R. GASTON: That man has come around just as 
other newspapermen and asked for information. 
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H.1!. JR: I mean, there is no use. Paul told me 
he has been seeing "PM. " 
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1m. BLOUGH: Ever,rbody has been seeing everybody. 
There is a difference between tha t and asking them and 
urning t hem to write stories. 

H.U. JR: Well, all right. This is nhite and that 
i s black; I am not going to get in between the two. I 
am simply going to say I haven 1 t seen "I'll" or talked to 
then, nor have I asked anybo~ to see "PY", because I 
don 1 t know anything about "Pl.! . !low, what Paul told then 
I don't know, or mat he inst igated or Ylhether he bas 
just been giving them facts. · 

UR. KUHN: He does with all the newspaperman . 

I!.M. JR : O.K. 
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AooordlDC to 'he reYlled •••taa••• of 'h• Bazean 

ot \ht ludll' pubUihed the laUtr par' of Aprll, tbt 

recetp\1 for 'h' fleoal year 1~' Wftder •~1•'1DI t 1w1 

will uoun' to S16,91S,ooo,ooo, Ul4 'h' 'obl npendt

turftdor 'h1e per1oc1 rill UOIUl' to S7,,1~1.ooo,ooo, 

ot which $67,000,000,000 wlll reprteent t~lftdi,urtt 

tor aooou' of 011r •111\arf aoU•tUu. !hit will 

lean a cSeUot' to be tlDUOed bJ the Tr~&&ry, t!~rogp 

tnortallcS \uaUoa and borrowtac. of $5(>,22.},000,000. 

Th111 nU•a\ee ooa,•pla\ed \ha\ ConiJ'"' would enao\ 

a tax progr~ wbtc• wlll pro•tdt a4dt\1onal re•enue tn 

the tlacal year 1~' of $7,000,000,000, lea•ln« a ne\ 

det1ot\ of sa.9,223,000,000. ln addtUon, \he TreatiUT 

vtll haYI to flMDOI t.U rlfl'liruen\t of pnrnaen\al 

corporaUone 1a t.U • •' of •~.361.ooo.ooo. uttna 

\o\al tude to M railed cblr1DI \hit period Uroaah \he 

tale of pQbllo deb\ obl1~&'1one \o \ht .. ,r1caa people 

ot $~3.591,000,000. nil 11 an anra«t of aboG' 

11-1/2 ~Ulloa cSollan nery .an,h. Thill ftprtt are 

excluat•• of \he retu.dllll opera\ton• a«rr•ra'taa 
approxl•ately 2 blllton dollar• \o bt carried OG\ cSurlnl 

thh pertoc1. 

D~B:nle :oe (2) 6-4-42 
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HMJr: 
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!iMJr: 

D: 

HXJr: 

D: 

HMJr: 

0: 

H!-!Jr: 

Secretary Henry? 

Secretary Henry i s right. 

All right. 

Chairmen Bob. 

June 4 , 1942 
2:26 p.m. 
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Yeah. I wee talking to two or three or our 
boys confi denti ally, end there's Just one little 
change that I hooe will agree - you'll agree to 
about our meetin~····· 

Yeah. 

•..•. and that is tor you to come down thla 
afternoon at tour-thirty to my office. 

Yeah. 

~irteen fifteen. 

Yee. 

Juet come down. If you want to brlng anybody, 
1 t 1 & all right. 

~ell, I'd Just like t o bring Roy Blough. Is 
that all right? 

Thlit'll be all right. Anybody you vsnt to bring. 

Yeah. 

And we're not going to diaouee things that'll 
be anywaye unpleasant anyway. If you went to 
bring him, why I have no objection t o your 
bringing anybody you went to. 

Well, I'd j ust like to bring •.... 

)/ell, now, here's one mor e sugges tion I' m going 
to make, and ths t 1e t hll. 

Yes. 
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In the ola ce or ~~~ak1ng i t two on - two Democra u 
and two Republ i cane, let's make three Democrats 
and thr ee Republicans besides myself. 

Fine. 

1 111 be a neutral man for this reason. 

Yeah. 

Disney ie the t hird ranking Democrat, and he 
made that motion. 

Yeah. 

And I thought maybe he ought to be oreaent. !!e'a 
perfectly agreeable to 1t. I've told him or your 
suggesti on and our conversation. 

Yeah. 

And so we'll just - if that's agreeable , we'll 
Juet have three-three. 

Now, Bob, I told you you were my friend, and 
whatever you sa i d goee. 

'11811 , now, then, I'm doing my beet to do what's 
be~t for all oartiee. 

Right. 

And eo you come dovn to my ott1ce - it's thirteen 
fifteen , my private o!t1oe, my ovn, individual 
office, thirteen fi f teen uo on third floor ot 
the new House Office Building, at ! our-thirty. 

Thirteen fifteen, at t our-thirty. 

At tour- thlr ty. 

And I'll be there, end I'll only bring Roy Bl ou&h• 

That'll be all right. 

And Just let me tell you thla. 

Yeah. 
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rr you read my speech , there's ebeolutely 
no thi ng 1n t here except praise tor the com
mittee. I talke~ about the har d-working 
com<ni ttee. 

Uh huh. 
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Tnere's nothi ng - now , I can't helo what un
friendly newepapere do to my aoeeoh; but I 
••ant you to kno"' that tllere wee no intent there. 

Now, the nevspa?er men r an do"'n here this 
morn1n6, some of th~m, and told the boye and 
they claimed they had a cooy of your re~rks, 
that they asked 1f :JOU intend eel t or it to -
criticism or a lick at t he co~1 ttee, a nd you 
eaid you die . 

·•ell, I ' 11 brint3: up - I '11 bring u~ the oinutee 
ot my meeti ng . 

·:ell , what we ' re .;~ ing to do 1&, 1f we ' re makin£ 
mistakes - any of ue- that's hurtins the ·•orl< 
or the committee, ••e don ' t want to do it . 

Yeah. 

'Nhat we want to do 1e d 1SO:J81 thle !118tter in 
a way to be bel oful and ke•? th~ r ela t1ons 
rrom being strained an~ lt-.•? them hR~mon1ous 
so that we can c lo~era te together s nd ~o the 
g reat - perform the greet reaoone1o111tY ~e're 
under, you know. 

L1eten, Bob, you and I have fought ~nd ble~ 
to dea th when ve were at ?eac• with th• vorld ..... 

Yeah . 

. ..• . and we got along all r1ght . 

Yes. 
d d by enem1•e that wan t 

Now when we ' r~ surroun e - • al ng t o kill us , I think we certainly can ~et 0 
• 

•;ell., we can ' t let it do 1t, you kno'<. 
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l!l'.Jr: You be t your l1fe. 

!): 

•mJr: 

Well, I'll not be reaponAi blo. We'll work 
thie ou t al l right. 

'II ell, I 1m eo glad that you 1 vo taken th1e 
r ecommendati on of yours t o meet at your 
otfloe. · 

o: Yeah, 811 right. 

~:Jr: Thenlt you. 

0: I thenlt you. 

• 
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Hello. 

June ~ . 19~2 
2 : }0 p .m. 
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You will run out or town without t el l ing teacher. 

·~ell, I'm sorry. I. .... 

Xou're a nice fellow. 

Well
1 

I'm sorry. I didn't determine to go, or 
ween t until I - about ten o 'clock last night 
when I spoke t o th~ C~irman about it, but I 
eav B. Ru21 last ni ght , a nd he wae down here, 
and they wanted somebody uo here to ores1de. 

Yeal\. 

One of the C. D1rec tor e . I didn't get away last 
week, as a matter or fact •.... 

'llell .. ... 

.. .•. and I thought 1t wsa about t ime I go t to 
one meeting . 

'Aell, I've got to go uo end rooe the music al one 
s t tour- thirty. 

Can't you put lt of! until to~orrowt 

:<o, they rerueed to. 

'that? 

Yeah. 

I'm awfullY eorry. 
Yeah eo am I I - t ha t Feder•l Reserve, you 
bett~r get a ieave or a aabbatloal year rrom 
them, beoause •. ... 

1 1 ve I haven't ',o/ell I've beds eabbat1C8 ea . . t 
b 

• t h I h•ven ' t been uo t~er• or ..... een uo ere . ~ 

',o/ ell , you better get another one. 

• 
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•...• three or tour months. 

Well, you better get another one. 
one , because these things always 
tax b1ll 1 e on. I mean . . ••• 

That's right. 
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Ge t another 
oop ~<hen the 

I'm serious about that . I really -you'd better 
make some arrangements with them, because here 
I am. 

I thoug.'lt we had a oerteotly clear field, because ... '''\o 
·.>ell, you can't - when the tax thing ie over, then 
you can go up end hoe your garden or your !lowers 
and eo t orth and so on. 

Oh, that - I don't even expect to get- well, 
anyway, what about th is thing? 

Well, I'm going uo And do the bee t I can, and 
I ' m going to take Roy with me. 

Well , you ' d better take Tommie with you. 

No, no . I Just- they didn't wont me to bring 
anyoody. 

I a t~s be tore the comm1 ttee or ..... 

No I've got them- I 1ne1ated on a oubl1c 
he; ring w1 th t he oren, and they eald, •ob, no, 
they wouldn't do that,• eo now 1t'e s~1ng to 
b~ a oomm1 ttee or seven. They wouldn t have 
a public hearing. 

Then 1t'e not oublio? 

No. No. I mean, 1t'e Juat Doughten and three 
Democrats and three Republ1oans. 

·~ell, now • haVP. you determined on a ?Olley? 

go at tar me, I ' m going to give 
'leah, 1t theY 
them hell. 
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'I/ ell, I think t hat 1 s the only thing to do. 

Yeah. 

On the theory that their action oan ' t bino 
you, you're goi ng on i n the Senate and you're 
going- and you di dn 't- as a metter or tact, 
tha t wasn't very oritical. It wee just a 
general sta tement or your polioy. 
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·~ell, I 1 m not going to take anything, because 
my conscience ia clear and thelre isn't. 

Yell, the t act that they're eo sensitive indi
cates that. 

But I'm awfully sorry you're not here, because 
they'll tell me -r well , you delayed this, and 
delayed the t , and I won ' t know what the devil 
to say. 

'Aell , Roy knows the answers to all that. 

•.~ ell , I hope so. But , honestly , Randol ph, I 
r eally t hlnk t hat thi e Fed thin~ - I know it's 
on your conscience, but you can t be in two 
places at the eame time. 

Well, yeah. or course, wbat - I'm terribly 
disappoi nted not to be t her e. It almost breaks 
my heart not to be in on thia thing . 

~ell, thls 1a an accumulation, you eee, or bad 
blood, and I'm going to !lave to race i t. 

Ot course, they were reel i ng 1n a very ugly 
mood last night. 

I know, and I've go t to take 1t today. 

Well I w1eh I were there to take i t wi th you. 
I wi~h ther e were 1ome way you could pu t it orr 
until tomorrow mo rning. 

No . The peool e won 't be here, and they sai d 
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that- I said I'd like to do it at nine o'cJ..oclt 
tomorr ow mor ning, end they eaid, 'Mo, the com
mlttee won't have it. They went it this after
noon." 

\~ell . .•.. 

·•ell, anyway, I'll go uo ..... 

You certainly have my a?ologiea tor not being 
there to take it with you. 

Yeah. 

You don't have to worry about Roy not knowing 
everything about it. 

Yeah. 

But the only ooint is, I ha te to - I'm not 
worried about that, and I think we have to 
take a tlrm oollcy. 

Yeah. 

The only th ing I hate 18 m18aing the oarty ..... 

'leah. 'oell, I'll do the beat ..... 

•.... and the tact that you have to do it alone. 

But you see, there'll be ao =any things. Yney'll 
say - I understand they're goin- to talk aboJt -
well, it there's any delay, i t 'e the Treasury, 
you see, and that sort or thing. ~ell, then thPY 
ge t i nto a discussion about whether it vas you 
or Stam, and all the rest or it; and I won't 
know how t o a.newer that eturt. 

·.~ ell, you can say there th8 t we ~<'Bnt to vorl<, 
we ironed out a lot of d1tt1oul ties, we constantly 
reported to the Ch8irmen, "'e reoortsd to him a 
number or t i mes. 
Yeah. I told him that you were out of town, 
and the Chairman knew tha t. 

Yeah. 
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And I said, •I can't come up there without 
Paul, because I haven ' t been there. I don't 
know what haopens minute t or minute. • He 
said, "'llell , tha t doe en ' t make any difference. 
'lie want to see you. • 

Yeah. Wel l , on t hat del ay thing, the eseent1al 
taots a re this. 

•.iell , look, I think - I tell you what - does 
what's hle name know them? Because th~re's 
no use tilling me full or it. 

Yeah, well you might tell Blough, it you're not 
taking Tarleau uo, t o be sure t hat he has a 
conversation wi th Tsrleau, becaus, .. ... 

·.na t? Do you think I ought to t ake Tarleau? 

I t hink you should, yea . 

All right, I'll take Terlesu. 

Because I think his - h18 atra teg1esl - his 
1deae will be of value to you. 

I' l l take Tarleau. 

Well, he knows all the t~cte. Then you don ' t 
need t o worry at all . 

Okay, I'll take Tarleau. 

All right. 

Okay. 

I'd l ike to call you l a ter And hesr- what 
t1me will you be back? Abotlt a1x, won 't you? 

God knows. 

'~el l, I may pu t in a Gall· 
to know what ha?pened . 

All right. 

Okay . 

Good-bye. 

I ' d be i nteres ted 
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:il:Jr: Hello. 

S: 

l!MJr: 

seontsr y 
Knox: 

HI~Jr: 

K: 

HY.Jr: 

K: 

~~Jr: 

K: 

Hlt.Jr: 

K: 

~-v.Jr : 

Y. : 

Just a m~ment. He hung up. He 'll be right on. 

Hello. 

Hello. 

Frank. 

Yes , Henry. 

~ay I fAY t hank you very much t or getting me 
the two Navy men to go along. 

(Laushe) Well, I'm ghd I vas able to doH, 
Henry. 

ThAt was very kind or you with all the worries 
that you had yesterday. 

'Nell, thahlt you for oall1ng uo. 

I Just wanted to say thank you. 

Juet like you. 

'l'hank you. 

Good-bye. 
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!r.~Jr: 

June II , 191<2 
3:15 0 . :11. 

~hat kind or luck did you have? 

•;ell , we ha:i a 'lretty good talk with him. 
think- I took Bernie with me. 

I eee. 

I 

Atanldkwede went over there in the Cabinet room end 
w1 th him un t l1 they ....• 

Are you e~one now? 

Yes, I SJII. 

Go ahead. 

Until they called him t or hie lunch about ten 
minutes after one. 

Yeah. 

He started out by saying that he we nt ed to get 
cer t ain things clarifi ed . 

Yeah. 
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f'lret or ell , he talked 111th By:-nee 11nd he 
talked with 51111 th, end they b~th t ' l d him that 
the thing had been settled end wha t we were 
trying to do was to re-a rgue the Order or Harch 11, 
and thst that wa s a oloeed book and ~1ey didn' t 
think he ought to o'len it uo again. 

Yeah. 
And he said he had a t alk wi th Crowley and 
Crowley di dn't want the t hing o?ened u~, end 
Crowley said that if we wanted t ' give uo th! 
memorandum that he'd given to ua, redelegsting 
beok to us the oowera tnet the President had 
given to him, why tha t would be all right with 
him, end then we could operate onlY under our 
Executive Order in eo tor aa treetlng if con-
cerned. 

Yeah. 

'\: 
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And I told him that that wasn ' t enough, and 
that what we wanted wee not to r~-argue the 
l4aroh 11 Order, but we wan ted to clarity it 
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so thet our authority would come directly rrom 
the President and Crowley's authority would come 
directly from the Presi dent , an~ the functions 
that each of ue were to perform would be deflned. 

Yeah. 

And then he wanted to know why the original 
Executive Order 83~9 setting un freezing control 
wae inadequate at tnis time. 

Yeah. 

And I think we convinced him that because or 
the amendment or 5(b) in December, after we 
got 1nto the war, i t was nec~ssary to broaden 
even tor freezing oontrol the oowere that were 
given to us 1n 8389; and I left w1th him two 
versions of Executive Orders tor him to look 
a t. Now, he' a goi ng to ask you tonight ••ha t 
you understood the Pre9ident vant~d h1m to do , 
and I told hllll thet I wasn 't ;>resent, but I 
understood that you wanted to accomplish two 
things; first, you wanted to 111ake it clear that 
your authority came dlr~ctly from the Preeident 
and you were not acting as agent tor :.:r. Cro'lfley. 

Yeah. 

He eald that wae patent. 

The t was what? 

That was patent. That wae- he didn't think 
anybody could ar gue about t ha t. 

That ·~as what? 

Patent. 

Patent? 

Patent - well, that means obvious . 

Yes. 
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Perfectly clear. 

Don 't use such high-!alooti n' worde. I'm 
Jus t a farm boy. 

(Laughs) The other t~1ng I told him ..•.. 
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HJ.lJr: He said that was obvious. 

F: 

Hli.Jr: 

F: 

HJ.lJr: 

f': 

~Jr: 

r: 

"HJr: 

F: 

That was obvious, thst'a right. But that could 
be accomolished, you aee, merel y by Leo taking 
back the t me1:or andum, lfhich I t old him vaen' t 
enough, and I told hlm I thought you also heve '"-
brought uo wi th the Prea1dent not a re-argument 
or the Mar ch 11 Order, but a olarlfication or 
our oolfers so that we could deal adeouately with 
the things that we were carryi ng on at the ~reoent 
time. 

Uh huh. 

And he eaid he waa goi ng to ask you directly 
about tha t, because you made a point wi th him 
ot having your au t hority flow direct from the 
Pr esi dent. 

Yeah. 

And he didn't undereta nd unti l a fter he talked 
wi th Pehle end me later in the dey that we were 
a eking t or adc.'i tlonal au t hori tY otber than the 
authority we had under 3}89. 

Yeah. 

So I •.... 

Well I don't Jtnow thue var i ous orders , but 
can you !unction under 83891 

No we oan"t do whet we're doing now under 
S}S9 because the bssic statute was enla~~ed 
in D~cember after we got into t~~i~~r~r! not 
we need t hose enla~~:9d ?~~~r!hich we get rrom 
given to us under 7-4•1 gstion or memorandum. 
CroWley under that r e a e 
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HMJr: But i t 's intereeting t hat now Byrnee says thle 
order or Harol d Smith' a 1s all r i ght. 

F: Yeah. 

HJ!Jr: ·~at? 

F: 

f!i!Jr: 

F: 

I!I!Jr: 

F: 

HI!Jr: 

F: 

Hl~Jr: 

F': 

Yea. Well , I mean, Harold Smith and ByrneR he 
said both told him flatly tha t they thought the t 
we were merely trying to re-argue the battle 
t hat we'd lost, and that they didn't thlnk the 
thing should be opened up. 

'iell , the ?resident said to open it uo. 

Wel l , that's what Rosenman is going to a~k you. 

... hat? 

That's what Judge Rosenman ie going to ask you, 
and whether you were aski ng the Preoident merely 
to open it up for the pur posee ot getting -
solely tor the ourpoae ot get ting your authority 
d1 r ootly from the President and not through 
Cr owley, or to get additional power• over and 
above what we had in the original Executive 
Order eet ting up freezing oontrol, which we 
nave to nave in order to do what we're doing 
in the freezing field. 

'lell , thi s is whPt I'm golng to tell hlm, that 
whatever authority I need i n order to carry 
on our work, I vent it to t low from the President 
to me. 

That's right. The wbole thin6 shOuld be p 
exemined at this time, and out on a permaftent 
basi s. 

That ' e right . 
And we' r e not trying to re-oreate anythi ng , but 
wha t we ar e doing ia trying to clarity the 
s1 tuation eo that we have adequate power from 
the Pr esident to do what the President want• ue 
to do. 
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HHJr: Well, 1en't it also true tMt the way the 
power goes to Crowley, that Crowley could 
order us to turn over the gold? 

F: 

HMJr: 

F: 

i!!~Jr: 

P: 

~Jr: 

F: 

HJ(Jr: 

F: 

HMJr: 

F: 

HMJr : 

P: 

Hl(Jr: 

Sure. 

What? 

'fee , sir. 

'oell , I don't vant tha t . 

That's right. 

I mean, couldn't he Just take all t he gold 
away !rom ue? 

'fee , it he vanted to veat it, he certainly 
could. 

Yeah. 

He could Just send over and aay that he wanted 
to vest it, end we'd have to turn it over to 
him. 

And I think tha t's vrong. 

I think it's wrong, too. 

Do you think he' e made up hla mlnd as a J udge? 

'//ell, I don't think he ' a 11111da uo hie mind. 
He's no push- over, Kr. Secretary, ae they 
aay. It 1 a not - and I t hink the t he'd like 
no t to have to go all the way into it, but 
I do think that it vae very, ver y good that 
we had thia tall< with hill th18 mo rning , be
cause he has been talking with all these other 
fellows who don't know the technical aspect& 
ot the thing and are telklng to h1111 on the 
political phases ot it. 
Well, you - I still saY you be on hand 1n case 
I need you. 

Well, I'll be around. 
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HI!Jr: Okay. 

t: All right, Mr. Secretary. 
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!li!Jr: 

Operator: 

Hli.Jr: 

oun 
Dowe: 

Bello. 

Mr. Olin Dowe. 

Bello. Olin Dowe? 

Yea, Mr. Secretary. 

June II , 1 <]112 
3:117 p.m. 
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!li!Jr: Row are you? 

o: 
_, HY.Jr: 

D: 

ICI.Jr: 

D: 

HHJr: 

D: 

'-.1!Jr: 

D: 

HMJr : 

D: 

HMJr: 

D: 

HMJr: 

D! 

Fine. Bow a re you, air? 

Very well. Olin •.••. 

Yeah. 

•..•• I've had since Monday, painti ng in the 
Treasury tor me pereonally, Jamuson. 

Elinor told me about it. It' s s ewell i dea. 

And he's doing where the sol diers live , and 
then I want him to do somet hing outside the 
Treosury. 

Yeah. 

And he didn't want to cha rge me anything, which 
I aaid was r1d1culoua. 

Yeah. 

And I eatd, vculd it be agreeable to him to 
let you fix the or1ce. 

l:eah. 

And be eaid, •Fine. • 

Yeah. 

Would you be willing to do that? 

Well, surely. Elinor aaid that you'd suggested 
a hundred dollars per week, end ••.•. 
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HY.Jr: Well , no, I didn 1 t •.... 

o: Or was 1t ..... 

HMJr: 

0: 

HJ.!Jr : 

0: 

'!l!Jr: 

D: 

HMJr: 

D: 

HHJr: 

D: 

HMJr: 

D: 

I!Y.Jr: 

0: 

HMJr: 

Dt 

HMJr: 

No , because he was getting- no, I didn ' t. 
No , I sa1d my rather gave me a present or a 
hundred dollars. 

(Laughs) Oh, I see. 

No . What happened - have you spoken to J ami eson? 

No , not a thing. I haven't heard a word trom 
h1111 . 

The reason that that waan't- be said tha t be 
was getting three hundred a mon t h •.... 

Xes. 

•.... trom wherever he worked before, end tha t 
was much t oo much. 

Yeah. 

So I wouldn't otter h1m a hundred a week, which 
would be tour hundr ed a month. 

Four hundred a month. 

You eee? 

How many water col ore baa h~ done? 

I haven't talked t o h1m, because he's doing 
sketches .•••. 

Yeah • 
. . . . • and he ea1d he waa IS" i ng to do them at 
home. 

Yeah. 
And I don't know whether ha ' a t hrough. I haven't 
been able to _ he onlY works in the mo rning , a nd 
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D: 

HMJr: 

D: 

HMJr: 

D: 

f!)(Jr: 

D: 

Hl4Jr: 

D: 

Hl(Jr: 

!): 

HY.Jr: 

!> : 

HMJr: 

D: 

HXJr: 

D: 

- 3 -

I haven't been able to aee hlm. 

Yeah. Well, 1f he' a ~one a goo~ Job an~ he 
doee more than aix ekatohea ••.•. 

Yes. 

..... I would give him a hundred. 

You would? 

294 

Oh
1 

yea. I mean, whether it'a a week- because 
it ll be more than a week that he'll put in on 
it. 

'ilell •...• 

Be gets - thirty ie the minimum pr i ce the 
Government haa pai d on a water color, and all 
the artiets feel that's v•ry little. 

1 aee. 

And it he' a ... •. 

·~ell , 1 was thinking of something, the arrange
ment we had t or hlm when he came up there for 8 

month. I didn't know •.•.. 

~ell , they got t~ree hundred dollars oer month. 
They got ten dollars a day, and Jamieson did 8 

great deal or work ror that. 

Yeah, but no t when he waa with ue betore. ~ould 
ten dollere 8 day be rightt 

Ten dollars a day 1 1 all light, yee. 

'.ihat? 
Tha t's perfectlY all right sa a Government rate. 
That's what- they got- the eight OEM artiste 
got ten dollars a day and their travel . 

Well , I'd be glad to pay ten dollars a dsy. 

leah. 
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tr~Jr: 

D: 

HMJr: 

0: 

!!llJr: 

D: 

!IHJr: 

D: 

HMJr: 

D: 

l!MJr: 

D: 

0: 

IIKJr : 

D: 

Hlt.Jr: 

D: 

HHJr: 

0 : 

HJ.:Jr: 

- 4 -

What? 

•;ell , that' e all right. 
how much he does for you 
Oces bes1dee • . •.• 

I thlnlt 1t depends 
and how much he 

295 

1;e11, why don 't you talk to h1m, because after 
you've talked to h1m , you may deo1de 1t's not 
ra1r. 

Yeah. 

He ought to get ~ore. 

It I see what he's done •.••• 

Yeah • 

• • • • • 1r he's done any t:tlng over elx ...•. 
• 

Yes • 

•••.• and they ' re good water colore tor hlm . .... 

Yee. 

..•.. I think he OU6ht to get more thnn ten a 
day. 

~ell, I'd be glad- I'm no t golng to - I'll do 
what you eay. 

Yeah. 

So you might talk to him, and ••.•. 

I 111 talk to hlm and aee what he' e done •.. • . 

•.•.• let me know. 

d it
'll b between seven ty and a hundred. 

•.•.• an e 
And let me know tomo rrow morning, it you oo~ld, 
or is that too rast? 

I' ll do my best. I'm going away. 

Oh. Tonight? 
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Tomorrow morning , but I'll try and ge t i n 
touch with hlm toni ght and try and aee them 
thi a evening. 

HY.Jr: Ri ght. Ir tha t isn't asking too muoh. 

D: 

HHJr: 

o: 
i!l!Jr: 

o: 
Hl~Jr: 

0: 

No t a bit . I' ll do my beat, and I'll leave 
word. 

Thank you. 

With Mre . Klotz? 

It you don' t mind. 

Fine, air. 

Thank you. 

Grand. It' s a good t hi ng to •• ..• 

l 
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~ 4, l9L2 

Canterenc:e in Ill'. Wb1 t41 's Ottieo 
Jim• 4, l9L2 

.3ol5 p.m. 

Present 1 Ill'. li&CJluascc - Pinanc1al COUDao.llor 

wr. 11h1te 
Sndbh tecatiCI1 

llr. tlllaanD 

• 

29? 

llr. 1.!"81\uaaon called and requestad that the TreaSU17 retrain from 

requiring tile sale of tile Swed:l.sh silver held in 1/fJW York. He statad 
t hat Slladon needs the ail.,.r tor coins&• purposu, can gat a boat to 
ahip i t DDII, and might not be able to ship it in the tllture . 

!.!r. 'illdta replied that the TreaJIUl"T'• requizwu11t (tllat the ..u ... r 
be sold) ia baaed pertially cc Swden 1a inebilit.Y to ohip the metal, 

because o! Export Control'• 11111bargo a&&1Mt oilver ship!llllnto . 

llir. loiA8;nuascm atatad that, in the face or inebilit,y to export, tho 

Swedish Oovemment would prefer to hold tllo silver in 1/ow York n.olta -
since it ~t be :l.mpoaaiblo to obtain oilnr in the tutoro. l!r. 'IJhita 

exprcssad hie feeling that &!tar the war «~er&eDey endad, there would 
be no ditticult;y in ob~ ailwr- alii! tbore could be no adTantega 

in leaving tile silver unuaad in vaolta while we are in war end nead 
silver. He hoped that Sweden woold understand our need tor the silvor, 

and would voluntarily sell it. 

wr. l!a6nuascc did not know llhat position his govenweot would taka, 

since he had recai-.ed no rep}¥ to ld.s cable .., the subject, aent an 
JUne ) . Hon.,.. 

1 
be talt wo sh..U.d not .alee a stroll;! cS.allll an a 

friendl7 and illllopendent oountzy 
1 

with !)00,000 trccps preparad to fig)lt 

Qerllllaey • 

llr. 'fhita repllad that tb1e la.et mat ter wa.e outside hie juri.eclicticn1 

that the TreUUl'T action wu in no ft3 directad againSt tile Sorad1ab 
OcYernnent. Ql the ccntr&1'7 

1 
the Tre8$W7 attitude is ent.irel;r 0114 ot 

pcli(!7 basad .., the follooring factorso 

1. 'n'o8 SWedes cannot oJq>Ort tile silver in the race of the 

aboence or an export license, 

2. !lather tbm let tile ailver .-in idle in tile Y&ulta, it 

1a illporati.,. that it be uaad in our nr attort -
eapeoially in view or our do•atic abort&&• and proaaure 

!or ailver frca tile war ageociea , 

Mr. ~uaoon aaked that s.rJ:1 Tre&IIUXY Clction be del~ tor a waek, 

b)' wld.ch tiao he upectad a reply from hie government! in addit~ toto t:_ 

State Dapartloent re~ to the swedioh ll.in1oter • 1!1' • ilhita ....., 

weet •a dela;;r. 
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TREASU RY DEPARTMENT 

TR£ASURY ENFORCEMENT AGENCIIES 

WA5HINGTOH 

June 4, 1942. 

TO : Secretary Yorgenthau 
FRO !.I: Elmer I r ey -:! 

The trial of the twenty-two officers of the 
Alcohol Tax Unit who were indicted in New York on 
~anusry 29 last on charges of baring accepted bribes 
1n the performance of their official duties has been 
concluded. 

During the course of the trial a number of per
mittees testified concerning the payments of bribes 
~f fro~ $25 to $600 to the ~rious inspectors and 
1nvest1gators for favorable 1nspection reports which 
would permit them to withdraw tax- free alcohol and 
divert it for beverage purposes. In addition to the 
testimony of the permittees, three of the inspectors 
confessed their parts in the conspiracy and testified 
for the Government . 

Four of the employees, one of whom was a super
visory officer, pleaded gu1lty. Separate trials were 
granted to three ot hers of the defendantsk but it is 
understood that they will plead guilty. >ne other 
fifteen defendants went to trial and on June 2 the 
jury returned a verdict of guilty as to nine; the 
other six were acquitted. This was not unexpected, as 
th.e cases against these six were not strong. 

The two principal offenders were former Chief 
lns~eotor Rudolph ~dolschek and James D. Meenan, t~ 
ass1gning officer whose participation in the co~p1racy 
made it possible for the defendants to extort mon1es 
from the various permittee violators over the past.sev
eral ¥ears. The participation of these tw~ superv1sorr 
offio1als more readily permitted the organ1zed corrupt1on 
among the personnel of the Alcohol Tax Unit at New York. 

It is expected that sentence in these cases will be 
passed in the next two weeks. 
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TREASURY DEPARTMENT 

TREASURY ENFORCEMENT AGENCIES 

WASHINGTOII 

June 4, 1942. 

TO: Secretary Korgent hau 
FROLI: Elmer I rey 

The trial of the twenty-two officers of the 
Alcohol Tex Unit who were indicted in New York on 
~anuary 29 last on charges of haTing accepted bribes 
1n the performance of their official duties has been 
concluded. 

I 
r<. ..v...,_ 
~98 -

During the course of the trial a number of per
mittees testified concerning the payments of bribes 
of from $25 to $600 to the various inspectors and 
investigators for favorable inspection reports which 
would permit them to withdraw tax-free alcohol and 
divert it for beverage purposes. In addition to the 
testimony of the permit tees, three of the inspectors 
confessed their parts in the conspiracy and testified 
for the Government . 

Four of the employees 1 one of whom was a super
visory officer, pleaded gu1lty. Separate trials were 
granted to three others of the defendants~ but it is 
understood that they will plead guilty. Tne other 
fifteen defendants went to trial and on June 2 the 
jury returned a verdict of guilty as to nine; the 
other six were acquitted. This was not unexpected, as 
the cases against these six were not strong. 

The two principal offenders were former Chief 
lnsi>ector Rudolph Andolschek and Jali8B D. l.!eenan, t~ 
ass1gning officer, whose participation in the con~p1racy 
made it possible for the aefendants to extort mOnleS 
from the various permittee violators over the past . sev
eral rears. The participation of these tW? superTlSOrf 
offic1als more readily permitted the orga~1zed corrupt1on 
among the personnel of the Alcohol Tax Un1t at New York. 

I t is expected that sentence in these cases will be 
passed in the next two weeks. 
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Special Agent in Charge Palaer and his as
sistants are now ens-ged in conducting interviews 
with the responsible officials and the defendants 
and making inquiries which were not permissible 
until t he conclusion of this trial. In addition, . 
they are examining fully into the affairs of each 
of the fifteen field districts of the Alcohol Tax 
Unit and are giving consideration to s~estions 
which we have in mind for certain organlzational 
changes which we feel will result in improved ef
ficiency and economy in the conduct of the organi
zation. 

Further r eports will be submitted as develop
ments of importance occur. 

~9 
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June 4, 1942. 

TO: Secretar1 Korgenthau 

FRCJ.! : }(r, Gaaton 

We are ireparing to detail 12 additional 
investigators n New York t o port aeourity work 
at the request of the Coaat Guard. The1 will 
work under the direction of J, J, Flynn, fanner 
Supervising Cuatoma Agent in Boston, who has been 
detailed aa the New York Coordinator and worka 
under the direct ordera of the district Coaat 
Guard officer. He now baa 5 Treasury investiga
tors on the aame work. .t.dmlral Stanley Parker 
is to replace Captain Dempwolf as district Coast 
Guard officer there . 

Waesche tells me that the reaction of the 
Navy High Command to the inveatigatton by O.N. I. 
and F.B.I. has been just the opposite of what we 
feared . From Secretary Knox down, they resent 
what the1 regard as an attempt to interfere with 
line function• b1 the two investigative agencies. 
Knox has made an appointment for Waeache to see 
Biddle to explain What is actually being done in 
New York. 

300 
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Juna 4, 1942. 

TO: Secretary Korgentbau 

FROM: Yr. Guton 

The Executive Order of Vay SO givea to War 
Agricultura , R.F .C. ana Treasury authorit1 to im~rt 
free of duty, war materials purchaaed abroad, an ' 
authority which, up to Kay 80, the date of the order, 
waa poaaeaaed onlr by the Secretarr of the Navy. It 
will affect aubatantially our statistical record of 
collections, but aince theae collections were from 

301 

other Government departments, there is no net effect 
on revenue and expenditures and some unnecessary book
keeping will be eliminated. On the record the War 
Department's expenditures, particularly, would be 
reduced and customs revenues will auffer in a correspond-
ing amount . 

The authority waa extended to the agencies which 
have been making or may be expected to make purchases 
of war materials abroad, and the Treasury was included 
because of the Procurement Division. 

R.F. c. baa made large purchaaea abroad, princi
pally of metala, including copper, manganese, tine and 
lead. These generally have been admitted free of duty 
on certificate from the Secretary of the Navy that the 
R.F.C. acted aa hia agent. Hereafter the R.F. C. will 
not need any Navr letter for this purchase. The War 
Department baa imported aome metals and alao a great 
variety of manufactured producta from Canada, including 
some bombs, ahella , acids and miscellaneous war auppliea . 

Agriculture, through Commodity Credit Corpor ation, 
ia expected to import considerable quantities of food 
supplies and other agricultural products. 
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The R.F.C . haa lmported some 250,000,000 pounds 
of Australian wool, which ia being held aa reserve 
stock and nearly all of it ia stored in bond. The 
free entry privilege could now be used to release 
any or all of this wool without payment of duty. 
Five shiploads of the wool were recently entered 
free of duty on the basis of a letter from the 
Secretary of the Navy certifying that it constituted 
a purchase of war materials abroad on his authority. 

We understand that farm groupe are disturbed 
over the prospect that the R.F.C. and Agriculture 
may make uee of the free entry privilege in such a 
way as to hold down prices of farm products. It is 
possible that the R.F-.C. lila.y claim free entry only 
on thatJortion of the wool which ia to be used to 
supply litary needs, or they might claim free 
entry on wool to be released for commercial use but 
take the duty into consideration in fixing the price 
to manufacturers . 

A question also arises aa to lend- lease imports 
which are beginning to arrive . The view of our 
lawyers ia that these imports are not "purchases" 
but will be aub}ect t o duty. A bill pending in Con
gress would eliminate the word "purchases" and admit 
them fre e of duty • 

• 
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fiY of Roosevelt Orde?-:
Expf!'nding Duty Free List 

203 
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June 4, 1942· 

llr. Sall.iftll 

I attach baNWi th report on procreaa of the imestip-

tJ.on of corpoNtiona ba'fine extenaift •r contN cta. U ""' 

appi:'Oft,~t e1ailal:' reporta ....,., two""") 

C;J~(_ 7 ~ ~-:_- <
.£:4. ~ ltU-(_ ~ ~/v~ 

I 

v 
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St&tua or Speo1al cuea 

The toll~& ot&tiotioal data ond inlormation ia auba1tte4 
to alloW the prop-ell •d• in the innati&o.tion of 1941 ouu of 
taxpo.yero with wo.r oontro.ota . 

Corporo.tion oo.aea oont to field tor 
tnnatigo.tiona 

Pt.rtnerohlp ret\ll'na ,..,t to field 

lndhUual returu ,..,t to field 

Total oo.••• aent to field diTioiono 

Caooa whioh will liP to the field 
within the next few do.yo 

Cuea o.wo.itin& tho t1lin& of return.a 
prior to o.uthori&inf: field tnnati&t.t ion• 

Toto.l oo.aoa tor ,_Uata tnnatigo.tion 

Cumulo.tin 
to llt.y so, 
1962, ino1. 

600 

$9 

..1! 
~511 

49 

70 

87Z 

82l' 

~ 

~ 
1~ 
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Az>,t.lyoh ot llorlt iA tho Flol4 to Dato 

Field Aotion Ca.plotod• 

Uo unueual tea.turel a 
No odjuotaonto made 
Adjuotaonto mado 

unuoual roaturoo (Sxhibit A) 

Totol 

Tot&l 

Il1 prooooo ot 1Anot1fation with 
oocnpletion a:&ti of .1.1. eatiat.a 

6~ withiA so ~· 
IS" bo-n SO and 60 da.yo 
2ol( onr 60 ~· 

Total 

11 
25 

1 

Dltioionoy 

• 68,62&. 00 

• ~~. 761,00 

10 l ono 
n ••t7,6i7, 940.oo 

61 t7,697,940.00 

251 

228 

• Adjuo-t ot unuoual houo avOid to. 
•• tho oopt.o ot r•- apGtl • r oporto ot ato •cr-t• to 

dotioilnoioo ft.ro roe>oi ... d iA tbroo oaooo, total l.n& 
tlU , US. S2 (I, T, ), and partial ov·-t to dot1o1-
in Gnl ...... or t4V,66S.72 (I. r. ). 
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Bxldbit .l 

Separat e -rUid.,.,. on oaoh oaoo liotod proT!.out }¥ tonar4o4 
to 11r. J. L. 8ull1T&D. 

(1) Lantd.,.... Stool and Iron Co . 

Dotiohnoz 

$68,62! . 00 

20? 
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Pr .. ent Statu• ot l erlew ot Cop1oo 
01 

&.,_• .1£ent o • Report a 

£!!.!.!. 
RoT1fW oomplot od - No unuoual r oat uroo found aa 
RoTlow oomplotod • Uououol toaturoo (lxh1b1t B) 8 

RoTitwo in Prooou o 
Potential unuou&l oe.ool 
ll.oTlftl in 1111 t ial otap 

Total 

• 18 

30B 

Dot1oioDOl 

.2 ,891 ,618,00 
$,879,4tl7.00 

4t68,226, 00 
668 , 679, 00 

t7,697,~.oo 
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Bxh11>1t B 

separat e -randwa on oaoh oaao lilted. prmouol)" torwar4o4 
to Mr · J, L· Sull1nn. 

(ll (2 

~: 
(6 
(6 

C&Jl.IIOn llalWfaotur""' Corp. 
Switlik Parachute and BquipDOnt Oo , 
Uebelboer Brother•• Ino. 
O&llllon Forr;o Oo, 
Jack aDd S.inta, Ino , 
Link 1T1at1on DoTiooo, D>o •. 

Dot1o1onoy 

t l ,21T ,800,00 
61,&38,00 
32,368. 00 .60. Ml.OO 

eu,n e.oo 
881,.26.00 
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JUN 4 1942 

........... " 9 

Ia ... ,_liS I ... _ ... ........ ....... . ............ ... 
.. ........... 0 ............ ... . ........ ... ....... 

IIJD.tJ 1, l trttatllaa, lf.o 

... u 0 ........... 
S II A 

n~.e . 

,f.·ff..~S''l' _t; , 

~- :zl ~~ 
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11••t= t ua IUeuU 6 r rwwft .. ,..,, 
lltll&ll ...... . .... , ....... '· 
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THil WH ITE HOUell 

WMHINGTON 

IIEIIORANDUII FOR 

312 

THE SECRETARY OF THE TREASURY f-: 

This 11 an interesting 

idea. Please prepare reply 

tor _, signature. 

F. D. R. 

crz:. 
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June 4, 1942 

/or the Secretary 

~·or your infor:nstion, if you are still interested 

l~ tho loan situation or the independent oil producers 

in tho Southwest. 

316 
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TREASURY DEll< RTI:ENT 

Office or 
Comptroller of the Currency 

1. ederH Rea erve District 
Dc llns, Texas 

or the Currency 
D· C • 

Juno 2 , 1942 

Attention: Mr . c. B. Upham 

31!1' 

Sl~co our telephone conversation a row days ago r ela t ive to oil 
.,0~uelnS' loans i n this district, I have clheussod the ,.attar with 

es • . toeaer or Fort 1\'orth, and other interested perties . l.ir. 
i s a l arge independent oil pr oducer, is a past President of 

~~erlcsn Pe troleum Institute, is a direc ~or and Chairman of t he 
rd c:: ~he Continental National Ba nk of ror t t;orth , ~exas . iOr .Rooaer 

hU r~ason tor contacting Kr . Jesse J ones and Speaker !Ul:yburn 
{~;:~:~~:~e;r~te lative t o tbe poss i b ilit:y or obtaining assi s t nnee for t he 
;r el l producers , was due to expr es s ed rears on tbe part of 

l independent producers , wbo have loans f r om benka , tbe t the 
ond b~nk examiners might become alarmed and undul:y press the 

tcrrol'le r s f or payment on account of r es tricted produc tion. Mr . koeser 
turtho r s ~a tes he knowe or no case where nny suoh ac tion has been 
token, i s threa t ened or cont emplated ; that hi s c onference with .. :r . Jones 
end Con~reeaman l!ayburn was a metter or pr ecaution . 

I have also h ad opportuni t y t o again ui scuss the questi on with 
•~· e of: the bankers in Dellas, f'ort r:orth, San Antonio , and Houston , 
:eze. , ond Shreveport, Louisiana, and in no ct: ae have I found " h ere 

undue le being brougbt t o bear or •here an:y unrea sonable 
have been or are b e ing made due to r educed pa:yments on 

occosloned b:y restricted oil pr oduc tion . Banks car rying this 
or paper ru lly realize the necessit:y of gotn; alonv tor eny 

reuor.able t ime, until a satisfac tory production pro ... rnm csn be worked 
, ~rovided t he loon 1s considered good otherwise . 

f.("aln I wish to assure you th8 t no t:e. t l one! B~nk examiner 1n th1• f 
~!stric t hos taken an unreasonab le attitude rela tive to eny oil pro
ucinz lonn on account or reduction in paymen t s clue to curta ilment or 
rra~uc tlon when tbe loan i s o therwise c onsider ed .:;oocl . 
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Comptr oller 6- 2-42 

1. c;roe ~ many oil productiOf! loan.a are good. Some are no t good 
made . Soma zood when made later become hazardous and unsatis-

• The hazard i a of ten increased for numer ous reasons; such 
~enagamont , reduction of gas pressure , sal t wa t er, anti qua t ed 

ins,r t 1c1ont equipment, etc . In my judemont, where e l~an is 
!dered ~ood with a full or near full producti on program, it is 

•ol subject to cr1tle1sm a t th i s time solely on account or enforced 
reductic, 1n amount of amortized payment s due to restricted produc
ttcr. . On tho other hand, we should not lose aieht or the feet that 
-~- ~r these loans are not g ood for reasons other than curtAil~ent 
!~ 'o'•Jction, ond under such conditions aueh loana should be classi
~! •• c1rcunstances warrant . Thia question baa been fully discussed 
1~ . r . .• oesor and o ther interested parties, nnd they are fully in 

with the thoughts herein expressed end they have no criticism 
the C~ptroller's office or of your examiners . 

Yvu ~ill be adviud promptly of any additionol development s in 
cotton with t ho problem. 

Very truly yours , 

(S igned) '.1. A. Sendlin 

! .. A. Sandlin 
Chief 1:11 t ionsl Bani< =.xa::tiner 
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CCP"Iil lA ON WAft AND f«AHH 

--OIS IT~ 

., • • ••• D. c. 

-. ......... -- ·.-......-. .... - ~ 4, 1942. 

Dear l!eDr7• 

I &PJI"Oiate ft17 .W. JOUr letter ot J1111e )rcl 
ci'riDlr • ._..,- ot the t1DaDci1l& 'b7 the !r......., 
~t uxl aelAI ot boudll tor tbt -tb ot lll;r. 

!b1a 1a • ., ..... d ~ uxl 1a • ~t1oo 
ot rour ov.tet.nlt"' abU1tT to budle our t1aoal uxl 
tinanc1al Jll"Obl-8· 

~ 701& 1br Jour OO'CIX'WQ' 1n e...siD& • tbia 
W...-Uoa, I aa, witb 'IT ld.Dd pereoaal rtc-1-• 

~ 8.-rable s...,. ... ,.Uia, 
SecretNT ot tbt ~· 
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._ Urlt.SI I .S • .tr 
-----~y· II 

Honorable Heney llorgenthau, Jr. 
Secretary of the Treaour.r 
llaahl.ngton, D. C. 

Daar He1U7• 

. Let me thank you tor youro of J..,o 2nd. 

concerning the sale ot War Benda durin& tho month 

ot ~ !or which I congr atulate you. 

Cordially yoW's, 

Regraded Unclassified
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Dear U.n171 

Tbank rou verr -oh for rov.r letter of June third, 

enclosing a au.marr of the Treaaurr fiDancing tor Mar, 

which I am 'ferr glad to ha'fe. 

With beat wiehea, 

S1ncerelT roura, 

The Honorable 

U.nrr Morgentbau , Jr,, 

Seoretarr ot the Trea•urr• 
• 

Regraded Unclassified



EXECUTIVE OFFICE CW THE PRESIDENT 
NATIONAL ...::JU1'ICD P\ANNING IONU) 

WA8HINClTON. 0. C. 

The llollorahle . 
The S.Oret&rJ of the freuu7, 

... tuoct.oa, D.C. 

liT cle&r llr. Secret&rJ• 

I baft noted lll.th 1ntereot ~ -"14ct1al 

recorcl or eel .. or UDitecl Stat•• Se'fill&l l!oodl ill llaT u 

Cc.p&red with April, ea4 ccmgn.tulate 7011 OD the IUGCifl 

7011 haft aohinecl. 

I baft aile> before • J<Nr etat-t or 701JZ 

f inanai.nc operatlOM clllrin& li&T c!iltiDCIIilbed U to ap

... atlOM 'lbiob prodllaed ClUb, U>4 thoee wbiab iJ>yol-..4 

onl7 rer-line• 

Tbeelrfna,..,.. tar t.bU wo ... uon, 1 -
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'iiC ffr) lhfrr Srn lr 
--·~·----,... ... 1141 

Dear HenrJ s 

I tbanlr. Jou for JOur Doh of tba "r4 

g1v1ng •• a IWIII&l'J of \Ill 'l'rlla•urJ' 1 t11l&llo1ng 

tor t he ao11th of 11&7. Alto Jour noh of tbe 2nd 

enol oa1ng report of the ealee of War Bonde during 

the aonth of llaJ. 

I ooogratulate JOU on tha auooeaa 

ot t h e prograae. 

111noerel1 Jour a, 

~c.1( ~£,.,L 

Ron. HellJ'f Morsenthau, Jr. 

BeoretarJ of the '!reanrJ 

Waab1ngton, D. C. 
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~ongrdf of tbt •nfttb 6tatd .................. . ,, ........ , 
hM 4, lMa. 

Honorable le1ar7 llorp.nlaa, Jr., 
lecrotar:r of \lie frtaar71 

Waoh1nc\On , :0.0. 

t aa 4111cll\•4 to mow net tile War k•l!ICI 

llond drln 1o coiiiC eo nll. 

Yl\ll -reeeiou of., rqardo. 

liDCerllT ~·· 

Qr(~<7 

Alii! It 

Regraded Unclassified



hM •• lta 

DeaP Stens 

I baYe tell .... 7"" •lii&Mtla 

an4 han wri ttan a le"&P ta Mania •Iat,..., 
a cop7 at llhioh I 1a eaal•S.., lt..,...l tll. 

I woul4 &DrMlat. 7ev lt.elJ 1a 

IPPIII&U& f or tlt.t l'l>•l4nt ta &bt tMII 

people .. auat ..... 

t-. aiu .... lJ, 

II•. Steplt.a larlJ, 

SeOPttUJ ta !U ,_lclat. 
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I .... Ntul tlld '-ill_ tile 
-"JeiN ot •r.• •taea JW ... MM at 
{
ov elt J-' .r ....u.~ .,,ua-.ta t• 
M Prtll._t. 

tile Is 1 llu wlW a 
..... ,. of MH88 ta - ta tkia I £1'1 
to btlp • 1a .. ett..t ta ..U ........ 
Ybq an Ul'lYbK la ._ ten • .,_ M. 
T0111dll fb& atfuMI ta "'-~\tar a 
I OJ1 of tJaelP .-..u. ... ftiiJ 
paa te • w. • u. 1M u1 w~ ftth 
tl- will alae - •••al ~ ul ..., btrou. It ...U .. _, ~ la.., 
"" .... tltort.a ll till .... a., ...u 
,.. •• 1 .. U.• - • altw tile 1M • 
14th. I ._. tMt ,.. .u1 .. ula ta 
ll'ftll&t lt t .... 

t ... al INIJo 
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!ht !ollowlq Brlthh oft1oero u4 MD aro o.UC fOl' 
our tour. 

327 

Squadron Llodel' JohnS. littleton, Y.C. 
Sergeant BuntlJ, D.r .L, wlHlOII opoHtor and air p~~~~~r. 

Both thtll MD took part lD the Hid on the Dleael 
angina faoto'7 at 1UCthU1'1· 

Pi lot offlo•• t.Jlor, D.r.c. 
Plight S.rcout l1114ell, D.r .L, w1Hlua opontor 1.114 
air giiDDII' o 

!be•• MD took part 1D the nlde on Lubeok and Boatook. 

nne c-llllln l.oaUD, D.r.c. 
rllght Lleuteaaat laColpla, D.r.c. 

!heM - IU'I fl&htll' pUota. 

LieuteDaDt lo7d of the lapl •n1 Yolatou leeern. 
Chle! lqi111 loca 1l'Ufloer Ja.r(. 

!hue •n fovcht 1D the bl& C Mo raid on St. lu&il'l. 

Lieutenant Ball of the LanoaehiPe Puelllera. 
Sergeant BII'HPt of the C Mo fOl'OII· 

!bell •n foupt lD the C-Illo nld OD Yaaa-o, ilol"ftt• 

!he tollowlD& !Mrloane ban all'IIIIJ been uligDI4 to 
IOCOIIpU,J' thea OD the tCIIIP. 

Linteunt C .... •1'014 P. Salth, e! the U. s. DttrqpP 
St.art. 

lulp l)oa).4 f, ... , U.S.J. (who MD\ the.•) lllgt to bil 
o wll• offlnr, •s.. nb, 111111 liM· 

Pint I.lntoaaat Ullott ,....,...tor{ lr., D.r.c., a bollhel' 
pllet wbe Nl'ft4 1D the Plllllpp Jill• 

LieuteDaDt Wllllaa L CU'I'ltbel'll a naYiptoP who hal 
foupt 1a the lloatllnet Pao flo araa. 
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TDU.Tm ITDIIAII 

JUDI 8th ... Tort , 
ith (~·off) 

lOth loa a 
11th Ph1114elph1a 
12th 11&1 t illol'l 
18th (Lq•off) 
leth Wuhlftltoa 
15th Plth~:fh , 18th Clne 
171 Debolt 
18 llll•akn 
lith (I.q-ott) 
aoth Chloap 
2bt )11-polb 
22D4 DeilY II' 
28ri S.lt Leb Clt7 
&eth (~ott) 
25th Seatle 
18th Portlellll 
27th SaD. Pl'lno boo 
28th (tq-.off) 
!lith Loe !:f11u 
ll)th ( ti'IYI ) 

luq let Su htODiO 
1114 Dallal ... ... OrliiDI 
'th st. Louie 
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CtTY o~ No:wYo~K 
O r,.IC E. O P" TH & MAYO !It 

lion. lttDr7 llorgentban 
S.oret&rr ot the TreaSW7 
Wa1hln(ton, D. c. 

Dear ReiUT' 

J'uu 4, 1942. 

Tile m~cloeed opeak1 tor 1taalt. 

Please understand and tell ,our people 
not to me.ke requeats wh1oh I cannot grant. 

r 
eno. 

Slnoorelr, 

ll aror 
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The l!o110r$ble F. H. La Guardia 
City llall 
1:ew Yorlc, N. Y. 

Dear llr. lleyor: 

1une 1, 1942 

The 0 . S. Treasurr Depe.rtlleut li'ar Bolli! Pled&• Caapatgn 
Is co11teapl.atiDg the dropping of leetleta 1>7 airplane onr the tin 
bo,.,....;he ot New Tort< during the afternoon ot 1Ulle lJ, between the houro 

......,tone u4 four o t clook. 'Die leetleta w1ll be dea1glle4 to encourage 
the s1gn!Dg of pledgee tor ne purchase or War Bonde &Dd W1ll further 
explain how the pleclae ahould be signed eM llhat 1a go1Dg to be 
accaopl1ahed ther.~. 

The writer realizes that ther. ere ranr1ot1ona on tho 
droppi~~g ot anyth1Dg trao airplanes, but believeo that In oonnect1oo 
w1 th tluch " worthy cause ptll'lliaaion eould be oeoured t.o execute this 
plan . 

For your in1'ormatton we are also contacting tho Firat Intor
copto~ Comnand ond the Civil Aeronsuttco Adminietrat1on for their op
proval. M!IY we have your approval to go ahead with tho contemplated 
progl'Olll . 

Sinoe thia otflce ia worlc!Dg wl t b tbo Treeeuey llepartaont 
aar BoDd Pled.;e Cuapeign on 8 pert-tao volWlteer b&ala , would you 
please addreaa any o..-un!cat1ons to lilY own otf1oe, Tr&Aacontlnelrtol 
eDd ,;oat om Air, I no., 80 Eut 4211 l>t reot , New Yorit CUy . ..Urray l!Ul 
<-6500. 

( stgDeCI) 

Reapectt\1.14' youre, 

1\obert llobi,..on 
Publ1o1t)' 
War llon4 Pledije c .. peigl1 
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,.. 10, 1942 

1MMu7 ~~~~r..,:bw u _, tra luiWic\GD 
tw a r.. ..,., hilL .S....,_ ..S.U., tw 1t.1a "'
I .._ en\ u cal. Pa\'- at U.. 1 .. to.- ..,. 
laYlllp 11\&tt a O"P7 et ,_. b~:.O.. at Mo 4\ll e4 
1\o -lu-. 

t• ad artnd, at _ .. , that tllo nqoon ,..,.. 

.....S.nd - tra tllo lw to.- IJ'&IIIloaU• and -
tra tllo '--1 Sa WaobiqtGD. .Ill tho -· • aN 

""'7 tha\ "'"'* a 'Nqllolft -" •- to JOil• 

lllew.t.all7. \M Soorot&17 board oll &booat till 
-.ivtlal job~ d1d tor u 1A -ooUan witll tho 
ar lMrMe n lloii<Sq, oad I kaDW bo wUl wri\1 ,..,.. 
ot '1111 ...., ...,.,...t.at.1n ao - •• 9 cot• b&ok to 
u.. •rn-

lin. r.l.~ 
..,... el ... tao?!, 
~rlaUt._ 
... t.n UU1• 

81AoorolT, 

r~l...,, Jr., 
uo1o\ollt to the .... Oltal7· 
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"- 10, 191.2 

11qer taQQardia b = ;ed eboolt a ~ tlla\ 
-to b1a rr- Jbo. labtu. ot 'f'IJiV hbUolt.J o.p.n-~. 
IIDCI bae wrUtc to Seo!'ftarT aw,..u..a to :'"'" ot it. 

1M lleoNtu7 1a -.\ ot toe tb1e ...... bat 1n h1a 
ab- I ~t I -.ld ecd ,... \1M llaJorfe letter 1M 
u .. .-1-. 

Port.&pe ,.. -.ld bo able to .. _.. tile ...,_ t.bet 
w d1da'\ ....U.. .... ,.. allld.nc b1a to 11.ola" tile law 
an4 .. do no\ ~aile req~o 'llblall be -' 
IN"t. 

PercUIMn<l luhA. Jr. • 
.t.ae1.UO~ to tla• lee'rftar7 

Col. "*rei c. Pat~~ l r., 
... lllnap aatr, 
12'10 lbtll ..... . ... , ....... '· 
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TREASURY DEPARTMENT 

DEFENSE SAVINGS STAFF' 

NEW YORK 

HKAOOUAfltT&~IZ70 8 1XTH AV&NUII, NCW VO~~tK. N. V .-clftCUE WIOO 

·- 15, 1842 

D.,.r Pordioo 
• 

fhil will aomOiflldeo )">Ill' J- 10th lottlr Oll

OlOolDC a oopJ ot a JlDto to llorotary JlotC"Ilthau oipd 
b:y tM lla:yor iD whioh tlw Jla.yor onoloood • letter troa 
llr. Robert RobiDioa, • •-r ot tM Pllblioit:y Dopart
•at ot tho War -.t Plodeo Cupaip. 

I 4o JlDt thiDit tho lla:yor lftD tried to botlp Jlr, 
Rob1uoa. ID roopoa11 to bil letter tbot ~~qor wrbtlo 

• I haft )'OW" letter ot J.- 1, ltU. 

I rop-ot ll<OIIdi"Cl:Y that pond.u iOD o
bi P'"" to d.rop loatl oto tr<a airphaeo. 
!bore are • '"" - nuoeo tor it. -4-
l ou to oq, ,.. will 4o OYor:ytbiDc h~7 
pooolblo to aid tho froaour:y Doportooat, but 

th1• roq ... ot 11 •-th1"" 1 ·- stoat· 
ID taot, 1 ban "" authorit:y to pond.t rlo-
l atioa ot tho to-.• 

We 1NDt onr tho lla\J'or'• hood, &D4 tbl Ufq b 4o1"'1 
1 t azs:rn;1 t-rrOif, ,.,..~, troo 12 DOOD to 2 P ••• fbi 
C.A.A. u4 tho 1atorooptor COIII&Dil han srutod ninro 
&D4 tho airplaae• will 4rop l oatloto onr tho tin bor""C)l• 
~ .... ..,.. at tho tao • ati-4 obon • IJIIm&! 

I oa oorr:y :you ,..,.. troubled b:y Plorollo. Jlo 

-.at han oilolld hio broal<taot that •rDiDC• 

11-rol:r )'0\ll'l• 

~. 
11obar4 c. Patteroon, Jr. 
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TELEGRAM 
<>"ICIAL BUSINESS-GOVERHMEKT RAlD 

Han. Fiorello 1. ~ 
Jtqor of lewl_.. 
CitrH&ll 
Ntwlork, ... la.L 

334 
TREASURY DEPARTMENT ·---

ow.. TMAaM'Y DIPMTMort', ~noM,. 

1llr la9tap - ., - ., z-
-cw.. ............... ~ ................ ..., 

ctrlriRlflllO II! 1.1!'11& f1l liAr I9Ut 1 8 UPP! 'JO 'liU. toll !IU! A cmoc. fl 
IJIEIUCJJI AID ....,. :ua .- 111.1. A!lllft "' I HI!*IDIA PIIUI .... 
IDIDAT II)*DIO ~ M. a All WWLW Cll toll 210 CAIU Oft U PUll 
.IIJIIADT OUI'LDIJI). 1IUIK8 taa AIL toll All llallll. 

~ .. ,cal..._ Jr. 
I skl7 .t the '* ;. 
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TELEGRAM 
OFFICIA~ IIUIIIN~vmNMEHT RATIB 

Hon. n......Ue L ~ 
llqOl' .r .... ~ 
Cit;T iall 
lewt.-11,._..._ 

334. 
TltEASURY DEPARTMENT ·--

Owitl& TMAMMY DIPMTM&NT, ~no. f11C11t 

1llr llaftap - ., - el '
-li'IO:;;::;;;m'OWO.....-;;;;;;;---.......-=....-

.. .. ___ ~lr 

CXJI1liiiiDIO II! l.etla W 11&1 .,_. I .All IIIPPt !0 'IIU. ml 11UT A GDI' at 
1II!R1CAI .D .. , .... -- 1IIU. ADift &! I HP''DIA PDLD ..... 
llllllU .. ,. ... .... • .aa .. iW Cll - 10 CAlif Oft 1U PUll 
.wwDt ourLDIDo ... - AU. 1111 .aa -. 

~ ......... ~1'. 
II .,..,. ~ tbe • US)• 

• 

Regraded Unclassified



TELEGRAM 
OFFICIAL BU81NE88-GOVERNMENT RATI8 

H~.~~···~ KqOr ot ... ,..._ 
C1\7 llall 

'"'""· ... , .. 

335 
TREASURY DEPARTMENT 

CKAHC TAUIW:Y DUNUMUT, A~IA110tll,.. 

.... llrllqe - lr; ~·- ~ '
-cw.;~----~~~i;;i·..-~--:.-..v.;r 

.. .. ___ ~N.Ul 

<XIIrl!UWlO a UftD • ur 1M 1 .w lAPP! 10 ftiU. toa 11UT t oDP at 
;-Jlllilc.&.l • 0 Mi!W W&a ... WilL £-'tiDB AT 1 HJI••nu Pl.ILD J,.f 101 J) 
a DAr ., .. ,.. -. • AD .. ilW 01 toa 10 CAlli our 10 PUU 
WtLUli aurtDID. __. .. .II.&. - AU &laiiCI. 

~ .. a=U..w. ir. 
t o"'-17 ~\be tl•,_w..,a-;. 
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1 ... •• 11N2 

Dear Oo.., ... IPlalrara 

I ap .... late •WJ ~ ,_ 
1G•ltatloa to o ... to ClDOta.atl to 
·~ak 1a tM latter ,art of 111M. 

It woul4 bo a great plaa.ure tor 
• to •-· Mit I Jurta Jut wrlttaa 
to »to. Tro-UM, - War BaM Cbal.raa 
tor Oblo, tbot lt wlll bo t.Doeal\lo 
tor • to ..U the trip at tlila U•· 

Sl••"lJ, 

...•. ., ... ,. ....... ,. •. 
Boa. loba Y. Brlolrar, 
Go ..... , et ~. 
Col.-, Oldo. 

FK/ogk 

J 
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,JOHH W, B"'IOKC .. 
00"'"-"NOIII 

;/ ( 

STATE OF" OHIO 
OFFlCE OF THE; OOVE~NOR 

COLUMBUS 

: J.A., , 
'; • •nt.. - SOCOJ.J 

1?\ .... 

ih~ .. ar .~ .. '. :n..:.:s .. t. .~!' ror \.hl :u .. ! .·::t~l.! 
• • t.u c. •. , Lo ·;incin-u:.' 1 !"or o.. <.!!u1 cr • . ' b.· or: 
:.n;r OW' o!." t.11'" .: .. ollv1 .!,.~i • u · 'O:Jt.cc! d-L• • ·--'t.no t·;ror • ;•
!'vllrth , 1,.\IO:lt.."'-:"if'f..; , C'!' ... iJill"-ttt>.L'i . .. oJ01 •• r;~ t.~ 

Join· ~, .... : ,"!" ' .iJ • ;rou I".J .:.,t'r.,...,t t.1 . .:.a l.r.vLt;,t l ":l . 

"'lw I o_.r,:t ol' vhlo l1t6W" ON•fl t:UOJ•nt•b.t.:.n.· in a 
a• •l 1 ~.4. • 1 4.nn~r i n 1,.~. JI' O . ..ut l c..n ,. 1 ~th •J; dd' ·)or is 
u.n·l s~ •-.... ... . I~ ·o ~l! be :1.1 t.. 1't•t I ~n: ··~· .• ~nt. 1..4> !,:..'.1" 
u :or;on~t -~~'":d;,., !'rv . . : oll h • •• l" wt'r'"-! io.j , 

l~ ... eJ t.o Clt.-"H \. 
.. t....... :ur :.n ~ ...... Lr: r t.!J"U..., • V.t1u , 

£, "'". ! t ~ "'• I 

lloht~J•uUl-: donr •· . . or .;enlhr 'l , Jr . 
f1QCr • L.u·:; of t.h'l ! l'C.-•UJ'.i" 

.. u ht:t;.;t.o , .J . C. 

. " 

( 
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hat C, lMI 

Dttr Pbib 

After t'hllkt.& euef'•ll1 aMiat ,.., 
k1n4 t.dtatlea, I lla•• •- \e tlle reba
tnt 4Mlll• tba\ I allall •t lie abb 
to o- ta CbollaaU • \e -Ill •If 
for•l apaak.hc •-ca~a\e f• \'he •rt 
t .. •atu. Tile .. ri ban at t• !?aanPJ 
bu pen \e a.M ,...,..u .. , ..,..~au, 
la tM fhl4 af 1lar IOIIIa, \11at lt lnftl 
-with .. ,. llttla ann • ..., tap 
truelll-c· 

l.a JOil u.. 1t woo1Al ll&ft ban • 

reel ple .. - \e • \e ..t ,_ 1lar Sa•l ~~~:• 
~·flt .- \e thult u ... ,.r .. u, t• t'ht 
wollilerM ••i U.., aN AolJIC• y.., lad• 
tau .. •• • .. t t.ptbc .. la ... ,. ...,, 
ui I tbnU Ub J" taU..._ -'hI 
appnalate lt. 

81-relJ, 

(ci(Tlcd) henrj . 

Mr. P~lllp 1. ft tl•, 
Sta te Chat..aa, 1lar S.YlDgl S.aff, 
uatn c_,.. h114bc, 
Chnlalll, ~. 

FK/ogk 

/; 911-~-
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339 
TREASURY DEPARTMENT 

INT.It OI'I"'CK COMMUNICATION 

....... !lay 21, 1942 

Secretary Morgen thau 

Ferdinand Kuhn, Jr. 

Mr . Gr~ves a~d ; fe?l that you should accept 
Wr . Trounst1ne's 1nv1tatton to speak at a dinner 
in Cincinnati on the 24th, 25th, or 26th of June 
if you could possibly make it. I have checked, ~s 
you requested, and found that you do not usually 
go to the Adi rondacks until late in July. 

Wr. Trounstine has only one request to make 
in connect ion with this dinner speecn : that you 
mee t the Cincinnati \'!ar Savings leaders at a 
rftoept ion preceding the dinner. This would involve 
meeting no t over 100 peo~le . The reception might 
be fixed at some other t1me if you prefer, but 
~r . Trounstine attaches great importance to your 
meeting these folks. 

If you would like to visit a couple of industr ial 
plants during the day, he sug&eats the Cincinnati 
~illing ~achine Company, a huge machine tool plant 
which recently got the Navy E eward, and the Wright 
Company's new motor pl ant . 

One other question that be would like answered: 
\'!ould you like to stay at the lietherlend-Plaza Hotel 
there or at Mr. Trounstine's home in the suburbs? He 
eaya that his home would be at your dlspo~el for the 
day or overnight, to use in any way you w1sh. 
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TREASURY DEPARTMENT 

INTD omea COIII .. UNtc.AT10 N 

""" June 4, 1942, 

To Secretary Uorgenthau 

Harold Grafo 

In reply to your memorandum of June 1 re. the 

complaint from Albert Cullen reported in Urs. Forbush's 

mail repor t of ~ 29, concerning alleged non-cooperation 

by the Bank of Aile rica at San. Francisco in the sale of 

War Bonds, I OJil attaching a memorandun subr.U. tted by Ur. 

Powel to Ur. Sloan on this subject, with Ur. Sloan' s 

comment attached. 
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340 
TREASURY DEPARTMENT 

INTD OI"P''Ca COM .. UNfCAT'tOH 

.... June 4, 1942. 

To Secretary Uorgenthau 

Harold Grafo. 

In reply t o your memorandum of June 1 re. the 

complaint ,fTom ilbert Cullon reported in Yre . Forbush's 

meil report of ~ 29, concerning alleged non-cooperation 

by the Bank of Al:lerica at San. Francisco in 'lhe sale of 

War Bonds , 1 am attaching a memorandw::1 eubmi tted by Ur. 

Panel to Yr. Sloan on this subject, with Ur. Sloan's 

comment attached. 

Regraded Unclassified



' • DBFEIISB SAVINGS S'I'AFF341. 

0 ROUTIRG SLIP 

llr. A4ama 
llr. Barrett 
llr. Bray 
llr. Brou&hton 
llr. Call&han 
llr. Cox 
llr. Duttua 
lira. E4•ar4e 
lira. Evans 
lliae Finucane 
lliea "!:;: II(" Or __ j$ 
llr. Gilchrist 
llr. HoU&htoUna 
lira. Jones 

llr. Kuhn 
llr. llahan 
llr. llcCarty 
llr. llcDonal4 
llr. Olney 
Mr. Poland 
llr. Po11el 
llrs. Ready 
llrs. Russell 
llr. Schram 
llr. Sloan 
llr. Sparks 
Wrs. Turner 
llr. Arthur Wilson 

wr. rubyJU.. . I~W.;}7iiZ~-----IU-
wlLI 1..£.1~ ~ 

tt-~~ 
k~ ~t;
A.-d._ ~ ~-

~)1~ 
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TREASURY DEPARTMENT 

WASHINGTON 

Plat I llr • J'onl 

Foll....U.C OODY&ra&t.ion 'llitb t.M Bull o! 
a..rica t.b1lo att..n~ooD, tbAr7 wUl oall at. -
on 11r. .ut>art. Ca.llall, 1317 Oct.ana st....t., ud 
... tbat. he 1a c.-pJ.at.a)7 eat.iat'iecl. 

J.t. t.hair Min o!!ioa, wban be oallacl, U..,. 
b&Ye aat. aaicla ....,h 8JI&O& t.o aall St.apa aa well 
aa Boncla to cla!a1111a 1t01'1cara ud otbera. Crowda 
ot ~ople are aaicl to M ~~ t.h•. 'lbe Bank 
o! J.Mrica haa juat ccaplet.acl t.h& aala of 
1.100,000,000 worth o! BODcla, ud 1& P"ah'lll ealea 
aaraa•1""17 t.hroll&h n..,.pa~r &llcl out.cloor ac!Yal'
t.1•1Dc all a.....r Call!onU&. 
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........ 
M3 ,... It, l.Ma. . 

lilll'loa Clll the OCIIIpl&int 

HpCII'tecl b7 111'1. 

U to IH thia telegraa alao, 

pleue. 
L F, Finucane. 

/ 

~ 
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FA162 -1W8 ·fAI'D "'lUX ~~l!f',RA~_s;o. .<W;l§"'* ,Q!IP . 
: • · ·- . -· - 1942 JUN PM I 5I 
HARFOOD POWEL ,TREASURY DE~~ , . • . 

4 

'wA~ SAV.l,MGS STAFF 'fASHDC• 
• 

-
ALBERT CALL ON BEl NG CONTACTED NOW STOP SALES AT POWELL A~ 

~ARKET STREETS RUN FROU TWENTY TO FORTY THOUSAND DOLLARS 

DAY MOSTLY TWENTY FIVE AND FIFTY DOLLAR 80HDS STOP ACTUAL 

CLERK HIRE FOR HANDLING BONDS _IN THIS BRANCH APPROX IMATELY 

FIFTEEN HUNDRED DOLLARS A MONTH SlOP THIS I S THE ONLY 

BANK IN SANFRANCISCO WHERE BONDS AND STAMPS ARE AVAILABLE 

FROM NINE AM TO TEN PIA DAI.LY INCLUDING SATURDAY STOP 

SPEC IAL BOOTH FOR FOtM OR FI'VE BOND SALESMEN TO STIMULATE 

SALES STOP TOTAL SALES TNROU&H THI S BRANCH. TO DATE OVER 

2-1/~ MILLION DOLLARS ~· IOIDS AND STAMPS STOP NATURALLY 

:-'TIC Is:· VERY D~Ueatlll. ·· AID WE FEEL ENTlRELY UNJUST! 

AS WE HAVE THROII EYEIY EFFORT IUO ADVERTISING AND SEUI.IIQ 

BONOS STOP REST A8111ED THAT INTENSE INTEREST AND BEST 

EFFOR TS WILL COITI_IU£• 

BANK OF , AMER~CA NT 6 SALE TOWNSEND~ 

I·, o·· ~ 
r" tiiCfl • • 

Sf AS ·~- ~ '-' U,. tJ 

• C. "'I NIJE:~ 

.· 
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Northern Pump Company, 
J.!l.nneapolis, Minn. 

Gentlemen: 

Way 21' 1942 

The Secretary has asked me to acknowledge your 
tel egram of Nay 5, answering his of Vay 2, regardin~ 
the payroll allotment plan for the purchase of ·;,ar o 

Savings Bonds . 

The Secretary is very much distrubed by the in
terpretation which you have placed upon his request. 
l!othing was farther from his mind than that it should 
be construed either as placing your Company under the 
slightest coercion on the part of tbe Government, or 
as suggesting that the Company should undertake to 
bring pressure to bear upon its employees. 'fhe De
partment addressed you in the hope merely that an 
educational program conducted by the management in 
cooperation with the workers would increase the vol
untary participation of your employees in the War 
Bond program. Our intention was that the eff4rt 
v~uld be cooperative and friendly, and not coercive, 
and we regret exceedingly that any other construction 
was placed upon our communications. 

The action of your ComFany in offering wage in7 
creases to employees subscrtbing 10 per cent of thetr 
pay for the purchase of bonds, while in one sense to 
be commended, is of itself inflationary in effect , 
and if followed by industry generally would wholly 
defeat the objects of the War Bond program. Our 
judgment here is that if you feel that the standards 

345 

of participation suggested by the Department would . 
be unfair to your employees or would disrupt the sat1s7 
fac tory employee relationships which obviously must extst 

Regraded Unclassified



~orthern Pump Co.--2 

in your plant , or would interfere with production, the 
whole matter should be dropped. I need no t add that 
should this be your decision, you will find no disposi
tion on the part of the Treasury to crit icize it . 

Should any representative of your Company have oc
casion in the near futur!l to be in ~laahinf'ton, I would 
consider it a favor if he would call upon me. 

HNG/m!f 

cc to Mr. Reynolds 

Sincerely, 

(Signed) Harold N. Graves 

Harold N, Graves 
Assistant to the Secretary. 
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TREASU R Y D EPART M ENT 

WASHINGTON 

June 4, 1942 

~OJW<DlJl{ FOR THE SECRETARY : 

I band you herewith ~memorandum from Jlr . 

Houghteling describing the progress of the Field 

promotion progr~ ~s it is being developed in 

collabor~tion wi t h the A. F. of L, 

~· 
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TO 

348 
TREASURY DEPARTMENT 

INTitR 01'1'1Cit COMMUNICA110N 

DAft Juna 1., 191.2 

11r. Hought~ina 

li!IDWIOOii ON OROI.KIZI.TIOI AliD WCIIK OF THE TE.!I PER CEIIT 
PAI ROLL S.lmOS CUP.l1Cll1 OP' THE .uiBIIIO.lll FiDER.lTION OF LAOOR 

J.tt.er a .. r1ee o! -tina• in Wuhinaton tenainat1na ll"f lS, 
conducted b)' Frank ,_.ton, Oraenisation Director of tbe American Pad
oration of Labor, and ~l! and attended b)" four Labor d8put1oa of tbe 
liar Sa"rin&a SW! and four reponal repreaent&tivoa of the Aaricm 
!'o4arat1on of Labor 

1 
organisa tion .,rk in tbe fiold wu started prooptl)'. 

To PJ>l&in the aoocraphic cli't'iaion of tbe countrr for thia 
'WOrk, I inaort M!'o a up cut troa tho lotterhoad of the Sout hern office 

ot tho Aaerican Federation of Labor . 

Jo;nt w., 8oii'CI c.,.. ol lM 
UNITED STAT~S TR~SURY-AMERICAN F'OiiRATlON OF \AIIOQ 

·-··-......... .,.__ __ ._ .. _ 

....... -.-~ .... ... __ .... _ _ ...... -.. _ ... __ _ 

... ~.-.. .. -----... c_....., _ __ .. ,..._._ 
,.._"".._.. _ .. __ . 
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RmlON 110. l - NORTH ATLANTIC STA tiS . 

An o!t"ioa for OUbert I. Jqatt ot the l&r Savings stat! and ( 
John J. IIUrph;r, recion.al repreoentatift tor the North Atlantic Stoteo, 
w011 made anUable b:r the Allerioan Fadnation ot Labor in connoction 
with ito oWn o!!ic .. at ll Beacon Street, Boaton. Office supplies and 
Treasur:r paaphleta haft been aent to thia ott"ioe and a Oovern .. nt stenog-
rapher IWie available b:r the State .ldml.niatrator tor llaasacliiiletta. 
There are 4l organisers in this tarritor;r, directl;r under orders .!'rom 
~. Fenton, and all of theae have been ll&de available for OUbert Hyatt 
and John llllrph;y. ot tba 1 , 877 organisers e~~plo;yed b;r national unions 
or the A. '!. of L. and &lao av&Uablo tor thia wo.rk, man;r hundreds are 
located in thia region. It 1e neeeosar;r t"irat of all to get these ' \. 
oraanbera together and to expLain to thea our proaru. 

The State ot llaaaaehusette ha. al.reed)' been divided 1!-.tc five 
territorioa, ea.cb one in char&e o! three 011tatanding A. F. ot L. lead
era. Theae •n b&ve Mt witb llr. IIUrph;y and are alread;r at 110rk in 
t heir dietriota app.roaching local labor unions about ..,re cocplato 
participation in the 10% Pa;r Roll Savings Oriva. State Admnl.strator 
Doherty ie tull;y cooperating in this program. 

The State o! Connecticut ia being ail111larl)' organized. 

In llaine the p.rogram will be started at the state Federation 
Convention on Jw-.. ll at which the War Savings l'rogru 11111 be l!l&de a 
principal topic of diacuuion. llan;r A. F. ot L. orgonbers from all 
over New Englmd 111ll be present at thie convention. 

In ~York State, Preaidant L;yona of the State Federation 
of Labor ie al.reacl;r a -r of the State Co...S. ttee, and he and a01:bers 
ot the State Ac!wlnlatrator'a oft"iee are lining up the A. F. o! L. or
ganizers in the State to ~rk mong the local uniona. 

In Pennr.rlvania, the State Ad.inistrator and the President of 
the State !'ederation of Labor are D>bWaing A. F. of L. organitera and 
senclin& tMa out &Dlllg the local unioruo. 

REO! ON NO. 2 - THE SOUTH. 

J ... e F. Barrett of the War Saving& Stat! and oeorge L. Oooge, 
.regional .repreaentatiYe of the A· r. ot L., have eetabliohed an office 
at Atlanta. There are 34 A. F. ot L. oreani .. ro in this terri toey, aa 
well aa a oonoiderable DUIIIber made available b;r national unions • 
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These • n are bein& oont out &IliOn& tt. local unione through the coopera
tion ot the Preeidento o! State Feduat1one o! Labor, All local unione 
in thirteen Stotea are l:ein& llatad and etu.diad in connection rl tb the 
Pay Roll Savings Plan, 

By personal oontacto ot J._, P, Barrett, tbe work IIDOng tho 
local unione hal alread;r been otartad 1n the Stat .. o! V1r&1n1a, North 
Carolina , South Carolina , norlda, Oeorei&, Tenneoooe, Kentucky end 
.UabU&J and by correspondence 1n all of the Stat eo. The work in 
W.uiuippi and Louiaiona will be atartad thie collins .... el<, and that 
1n .u-kaneu and Oklabou betwen Jme lS and June 21. 'lbU 1a the taa 
ot State ccnnntiono end lleaer e, Barrett and Oooae are attending all 
euoh oon....,tiono md holdins - tin&o with the A..'l. ot L. organizers 
who attend thea 1n great muobere. The War Bond progr1111 hu been, or 
ie l:ein&, ude a special order ot bwline11 at conYantiooa in liorth 
Carolina, Tenne11ee, South Carolina, Oeorei&, V1rein1&, Kentuc)<y and 
A.labaaa, 

On J\ll1a 22 all o! the organhero 1n Texae -.lll 110et at the 
con.,.ntion 1n Fort Worth, and tbia will initiate our c .. isn in Texaa. 

REGION NO. 3 - TliK KIDDLB WBST. 

I ,_diatel;y atter our conterencee in llaahington, llessrs . 
Fanton, O•Reilly and DOWell .... nt to St. Louie, lliaaouri, wbaro they 
had a large -tin& of orsanizera and A..F. ot L. r epresentatives, and 
preeonted the plan to thea. There are t1tty-t1•e A..F, o! L· organizer• 
1n Region llo, 3, u wll u a lar&e nulllber e..,loyad tlu'oU&h national 
unione o! the A. F. ot L. Tbe organiaere who •t 1n St. Louie .... ,.. sent 
out to worlt &IliOn& the local uniona on the teo per cant Pa;r Roll S&'fingo 
llriTI , 

' 
11 ... ,.., Dc>nl.l and o • Reilly than went to Chicaso .mere the7 

have opened an ottioo 1n ap&co prodded by the A.aericon Fadaration ot 
Labor, In Chiceco the State Federation and the Chicaao Faderation 
ha.,. been enliatad 'wboleboartedlJ' 1n our prograa. !Wooro • Dowll and 
0' Reilly haYe also worked 111 th the Cbicaso IIU1ld1n& Tradoo Council, 
one of the ~•t taportaat 1n the nation, ebout a auitablo ea'fingo plan 
tor buildins l abor, They also had a war Bond oeodon at the Fittietb 
Annual Co!ITWltion of the Upboleterere' National Union . Arrans••nte 
are under ..._y tor r egional meetings or organiaero to mobilize them !or work 
among the local unions 1n ell ports of this Resion. llr. Dowell reporte 
thot ho hal alre~ had over thirty i .nterrlowo with individual organize r• 
or aroupo ot orcaniaer e to inotruct thea about the A,F • ot L. partici
pation in the ten per cant pq Roll SoTin&l Drive end that these .n 
are now a t worlt 11110ng the locol uniona. 

( 

,, .. 
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Rl.OION NO. 4 - ntl PAR 1IZST. 

'!'he work in this ditltrict 1a in charae or a new •lllber ot the ( 
war Savings Statr, Charles F. West, Jr. In order to instruct him about 
the probleiNI involwd and enable him to an.,..r every kind of likely 
queaticn , I kept h1a in Wubington untU II~ 29. He hu therefore jWit 
arrived in hie district and I haw not had time tor a report trom hl.a. 

Our repruentatiYee are .. cur1ng the publication ot a large 
volume or intoruUon about the A.P. or L. War Sa"Yinse Prosram in the 
Labor papere ot their eneral regione . Radio etat1oD w C F L in Chic~o 
1e allotting ti• tor frequent IIMOunceMnte ot our prcgna. '\o 
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t1lll'n:D ll'l'ATES SAVINGS :BOlDS - TOT.U. 

OolliP&l'hOII of JUlio oa1eo to llato with oalu ll.uriac tho 
1011e nuber of buo1nou ll.qo in April and ~ 1942 

( At io.uo price 1~ thouoan4o of ll.ollaro) 

CONFIDENTIAL 
352 

Juno 1942 

1 . 29.5}9 

15.903 

21,604 

$19,981 

39.430· 

72,048 

$211,980 

45.93) 

611,1117 3 

Note: 

115.2 

93.1 

All fi~oo are dopoolto with tho Trooouror of tho tlnitod Stateo on 
aooount of proooodo of aaloo of tlni ted Statu oonoco bondo . 
ligur~a han belli rounded to noorott thoutand o.nd will not nooouar1l7 

add to totolo. 
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Ju.ne 1942 

1 

2 

} 

111111'110 S'l!AHS II.I.Vl~ BOIIDS - 8111118 J 

Oosperieon ot June oaleo to date with oaleo durin, the 
oame nuaber ot buoineoo dayo in April &D4 Mar 1942 

(At 111wo price in thouo&ll4o ot 4ollaro) 

J .... e 

. 19,8}11 • • 19,8}11 • 12,679 • 12,99} 

8,008 27 , SliJ. 211,26} 211,256 

12,970 40,811 46,5}2 }5.050 

CONFIDENTIAL 
353 

156.11~ 

114.7 

87.7 

All ti,uret are depoaito with the freaourtr ot the United Statet on 
aooount ot pr oooodt ot oaltt ot United Statel oaviDCI bondo. 
11curoa haYt boon rounded to nearoot tbouoond aDd will not necoooarilT 

1144 to totalo, 
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Ulll!I'ID 8T.A.TJ:S SUIIGS :BOlDS - Sl!llllliS 'I AliD G OONBIDD 

Oooparioon ot June oaleo to data with aalao during tho 
aamo number ot buo l nooo d&T• lD April and Mar 1942 

(At luue price in thouoan4o ot c!Dllero) 

CONFIDENTIAL 
354. 

June OwoulatiTe oaleo bl buo1Doao·!!l• 
4&117 I I June .. 
•tl•• .r ...... Mq April pereent of !Car 

JUliO 1942 

1 • 9.705 • 9 .705 • 7.)02 • 11,957 1}2.~ 

2 7.895 17,6ol 15, 168 21 ,6n 116,0 

3 8,6}4 26,235 25 ,516 29.097 102.8 

O!Uco ot t ho Socrot...-7 ot the Truour7, 
DiYiolon ot Rtooarah and Stetlotlco. 

Hoto1 

All ticur•• are dopooito with the f roaouror ot tho United State• on 
acoount ot proooodo ot aaloo ot Uoitod Statoo taTiDSO bondo. 1,_ 

• th uae.nd l\04 vlll not nec.eeear ~ 1isuroo haT& boon rounded to ooer••• o 
add to totalo. 

( 
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1 
2 

~ 
~ 

$ 19.8 • 19.1 • 21;7 
8.0 21·• ~.0 1}.0 .....,.I .II 

6}.6 
79.6 
9}.7 

120.0 
1~2.11 
1 9.6 
170.0 
189.0 
2()5.6 
2}6.5 
251.1 
271.} 
295.2 
}1I.4 
33 .9 
}7}.0 
~.o 

}.5 
441.1 
1166.1 
IJI9,2 
5}0.6 
550.0 

355 
W oo ot Val\el fta\oo li'"- ._.0 

,._ lae 1 \llroap l'llllo } , 19112 
Oo-o4 witb leloo ~'• fo!' .... Po!'io4 
(At h..,. prloa 1.a a1U1ono ot 4o11a!'o) 

lla117 

91.~ • 9.7 • 9·l • 12,1 80.~ 
116.9 1·l ~:2 17 .9 8. 

19.7 89.) 

~a 82.1 

51.0 
57.6 
69.6 
77o} 
89.5 

100,0 
108.6 
U5,1 
127.2 
1~11.8 
1 7.1 
157.6 
166.2 
172.7 
m.8 
192.11 
204.6 
215.2 
22).7 
2)0.) 
2112.11 
250.0 

aJNFIDENTIAl 

Da117 

• 29.5 • 29.~ • }}.8 17.,. 
15.9 115 • 51.7 87.1 
21.6 67.0 78.} 115.6 

1o6.o 
1)0.6 
151.} 
189.6 
209.7 
2)9.1 
270.0 
297.6 
}20.7 
}6}.7 
,115.9 

18.11 
1152.8 
118}.6 
509.6 
557.8 
582.4 
618.1 
656.3 
690o5 
71~).5 

77}.0 
soo.o 

.ol.ctual oaloo flcuroo aro 4opoo1\o vl\b tbo fraowrOJ' of tho Un1to4 Stauo oD aecout of proeoodo of uloo of 
Unito4 Statoo oarl~ boo4o, Jicuroo haft boon !'OWI4o4 .,, will ""' oaeoooar1l7 a44 to totalo. • 'l'oltoo lato accowot 4a117 troll4 vl\hlll tho voel<, but 4ooo DOt tako l.ato aoeoUDt tho troll4 b7 voolto 4uriJ>c tho 80Dtb. 
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J.lr. LlYIIIY 

l!r . llblto 

Tho Troaeury requooto tbat t bo tollovlnl cable be eont to Cuba to 
be dloouoeod vlth tbo Mlnlotor of Finane•• 

356 

I n •l•v of tbe J1nauce ~1n1ater'a ~•cant preoccupation o•er poaalble 
roporcuulono of United St.ltoo Clll'r·oncy controlo on the doll&r oT.cbuge 
rate In Cub8 and hlo doolro tor lntor .. tlon &D4 oucrootlono on t ho problo~ 

r 
I 

ot currenc1 control, 70u are requ.eated to dlacuee wtth hl• the follovta.c. ~, .. 

'•'h.le Go•eruaeot 11 dea lroue ot preftnt.loc azq 4.1alocAtlon 1n the 
Unlud Statoo dollar-Cuban peoo oxc~ rate cootrary to tho boot 
lntareata of the Cuba ecooo=r. At the , ... tt .. , lt 4ealrea to preyeut 
t ile mhUAio of doll&r curreocy In other pi\J'to of tho world. To cerry out 
t heoe obJootlYoo wo •ucce•t that: 

Cuba ohould prohibit the Import or orport of United Statoo currency 
except direct (oapbaol•• 'direct') currency aoYononto through authorl!od 
bankln~ cbannolo botwoon tho United Statoo and Cub~ and with tho furt her 
exception tbat poroono colng to or loaYlDI Cuba aay bo permitted to carry 
a maxlmWI> of $25(). It h euggeotod tbat tba WIOunt of $250 be eatabllobod 
admlnlotratiYoly elnco It ~ bo adYi oablo to roduco thlo omount In tho 
tuturo. 

Thlo OoYern.ont approclatoo tbo tact tbat thoro aay bo opeclol ocono•lo 
rolatlcoehlpo which vould bo dioturbod by tho Inflexible application of 
tho abon oont rolo &D4 tbarofore recophll tbat It aay be noeo10&r7 to 
ootablloh a llcontiDI oyotoa to toke care of a fov exceptional rolatlon
ohlpo botvoon Cuba and ot her polnto In tho Caribbean area vblcb vlll 
ro'lulro larcn curroncr 80Yiaonto. It 11 bopo4 tbat tbe Cuban Gonrn110ot 
Vlll InforM tbo l:ab&lll' of any llCODIOI 111\led und.or tbl l arrantoDODt. 
Ve ohall aloo keep tho tabaeoy lntoraod of exceptional DOYe:ento botvooo 
United Statoe and Cuba. 

HG: rel - 6/4{42 
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J1111o 5, 1942 

TO: llr. Leap 

:rROih llr . Glauor 

!hie Dopartlllont h.- apprond tho followlnc cable 

t o he oont to llr. l'r1e4a&ll froo .. , 

1 Purauant to your tra•el author1tat1on, traTel 

ezpeno" of :rou ud :rour full)' to Jcuador will 

be paid by tho TreaouJ7 llePf'l't•oot. .locordlncl)', 

your fuil)' ~~q tranl to llcuador under thlo 

author11ation. • 

357 

Regraded Unclassified



358 
J ...... 4, 1!142 

llr. Ll ... oty 

llr . lbUo 

'l'bo 'l'rouury roquooto tbat tbo followlnc oable bo 11nt to l!altl to be 
dlecuooed wltb tbo llln1otor of rtnanco: 

~t tho roquoot of tbe Cuban GoYornatnt for oucgootlono ao to handling tho 
problem oroatod bf tbe rootr1ct1ono on U.S. currency laporte l nto tho Unltod 
Statoo, the followlnc cable wao oent to our Embaoey ln Cuba: 

"Cuba thould prohibit tbo laport or uport of Unltod Statoo currency except 
dlroot (oapbatl&o "direct•) currency ao•o .. nto throueb anthori•od banking 
channolo botwooD tho United Statoo and CUba and wlth tbe fUrther oxcoptlon tbet 
poroono colnc to or l oa•lnc Cuba 1111 be poraUtod to oarl')' a ~ ot $26(), 
It to ouccootod tbat tbe aaoant of $260 be ootabllohod adalnlotratl•olJ oinco 
lt 111q be &4Yloablo to roduco tblo ... unt 1n tho fUturo. 

"'l'blo GoYorn:oont appreclateo tbe fact tbet thoro 1111 be opoclal oconoalc 
rolatlonobipo wblch wou14 be dloturbed bf tho lnfloxiblo application of tho 
aboYO contr olo and thoroforo recognlzeo tbet l t ...,. be necooo&l')' to eotablloh 
a llconolnc oyotea to take care of a f .. exceptional rolatlonohl po botwooD Cuba 
and otbor polnto in t he Caribbean area wbicb will require larger curraney ••••
monte. It io bopod tbat tho CUban Go•ornaent will infora the Embao«Y of any 
llconeoo loouod under thio arrangement. le oball oloo keen tho Jmbaoay Informed 
of except i onal aoYomento between United Statoo and Cuba. • 

Tho application of t heoe controlo to Haiti probably ohould include tho froo 
paooage of currency botwoon tho Dominican Ropublio ao well .a tho Unltod Statoo 
and Haiti, 

Ploaoo diocuoo with tho appropriate officitlo in Haiti whato.or eug~otlono 
they 110y be•• on the boot .... , of attaining olallar obJoctl.eo 1n Hait l. 

Doal.nlcan l!a!!!!bllc 

s ... ao abon exce pt for tho fourth paracrapb, whlcb ohould read ao followo: 

'l'bo application of tboae controlo to the Doalnlcan !\op.~bllc 'J'I'Obabl1 ohould 
lncludo tho friO poooago of currency botwooD l!altl ao well ao tho Un ltod Stateo 
and tho Doain1ean RepUbli c. 

GuatemalA, Bondurao , Ooota Rlca, llicar!j!U!. and llil Stlndor 

Same u Haiti oxcopt for tho fourth parocraph , which obould contain tho 
name ot tho four ot her count rioa of tho fl•• llatod ln &ddltlon to tbo United 
Stateo for free paooago of United Stateo ourre•C1• 

HG: rol - 6/4/ 42 
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JW>o 4, 1942 

llr. I.inoor 

llr. White 

Tbo Truoury roquooh t hat tho tollowtoc cablo be oent to Pe.nataa 
to be d.hculll4 with tho 111n1ohr or J'lD&Ilco : 

At tho roq~ot ot tho Caban Go~er ... nt tor I"«C"Itiono ao to bandl~ 
t ho probloa created ~ the reotri ctiona on U.S. curroo07 laporte into 
t ho United. Statoo, tho tollowioc cable • ao oeot t o our 'hbeu:r 1n Ca'ba: 

"Cuba ohould. prohibit tho !aport or •ZJOrt of Uo ited Sta too cur
rooey ncopt d.iroet (a.pbaaho 0 d.iroct•) curroo07 ao.,.aonto thrOU&h 
authoritod baakioc channolo bet...eeo tho United. Statoo and Cuba ao4 with 
tho turtbor '"coptioo that perwono co1nc to or loo"OiOC Cuba ""¥ be per
aittod to ..... ., .. aaxl .... of $250. a 11 •uccoohd that the "'"'"'" of 
$250 be ootabl1oho4 adai n1otrat1 .. olT olnco it -.y bo ad"Oioablo to reduee 
thlt uount in the tuturw. 

'Thio Go .. orDAont appreciates tho t act that thoro may be opeei al 
ocooonic rolationobipo • bleb • ould bo 41oturbo4 ~ tho lnfloxlble appli
cation or tho obo'OO control• and tboroforo rococn1••• tha t it say bo 
necoooary to ootablioh a 11cono1ng oyoto~ t o take oaro ot a tew excep
tional relatiooohlpo between Cabs. and otbor pointo 1n tho Caribbean area 
wbicb dll require larcer currooq llo ... IIIOoto. a 1o bo'DOd that tbo 
Cubu Gnor ... at • 111 1ntora tho l mbaoq of aey licoouo iuuod under 
t hb arrange .. ot. Wo oball aloo nap tbe !:Dbaol:r informed of exceptional 
:ao ... • ooto bot• .. • United Statoo and Cab&. • 

n.a .. d.bcu .. with t he &Jl!ll'opriatl offic ial• 1D Paoeoa whatner 
•-•otiono u.., aq ha~ oo tbo beot •an• or attaloinc oiailar obJ•o
th'oo 1D ~ 

HG: rol-6/4/42 

( 
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TREA S URY DEPARTMENT 

INTER OFFICE COM MUNICATION 

Secretary Xorgenthau 

Xr. Kuarok 

Subject: Ot Poaaible Interest: Kr. Bullltt 
""! 

360 

OATI June 4, 1942. 

( 

(According to the newspapers, Xr. Bullitt ia being con
sidered for the position of head of the combined government 
information aarvicea. Aa an indication of Xr. Bullitt'a 
qualifi oatione tor thla job, you might be intereeted in the '" 
analyaia he made of the European situation on November 21, 
1938, i n a oonvaraation with the Polieh Ambaeeador in Wash
ington. Thia convereation waa reported by Count Potocki 
to hie Foreign Office. Eventa have eince proved t~t Kr. 
Bullitt waa wrong on the Britieh, wrong on the French army, 
and wrong on the Ruaeian army.) 

'Then Bullitt spoke about the complete lack or preparation 
tor war in Britain and about the impossibility or converting 
English industry to a maaa war production baala, particularly 
in the airplane induatr1. He expreaaed hlmaelt with unusual 
enthue1aem about the. French Arm1 and oonfirmed the tact, 
nonetheleaa, that French aviation ia out-moded. Aooordlng 
to what military axperta told Bullitt during the tall oriaia 
ot 1938, the war would laat at leaat aix yeara and would, in 
their opinion, and in the coepleta deatruotion or Europe and 
with Communiaa reigning in all etatea. Undoubtedly at the con
clusion, the benerita would be taken by Ruaaia. 

•He epoka of Ruaaia w1th conteapt. Be aald the last purge, 
particularly the removal of Blueoher, baa raaulted ln a co.
plata dlaorlentation of the Red ~ whloh ia not capable or 
any active war exertiona. In general , according to hlm, Ruaala 
1a at preaant the aiok man or lurope. He compared lt w1th 
the pre-war Ottoman State. • 

(Source~ 8elect1on or documents from the Polieh Foreign 
Office, published bf the Germane ln 'The German 
White Paper, • 194o.) 
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Treasury Departmen~ ~~jL 
Division or Wono~ary Research 

June 4 1.2 
Date ............................. 19 

To: :.lias Chauncey 

From: Wr. llllite 

Please call to the Secretary's 

attention today or tomorrow • 
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TREASURY DEPARTMENT 

INTER 0Fl"1CE COI04UNICATION 

DATe June 4, 1942 

To Secretary Morgenthau 

141'. White 

Subject: Proposed British loan to China and Stabilization Board. 

1. You will be interested to know with respect to the proposed 
British loan to China, that Fox has been informed by 
Dr . Kung that tbe Britleh have raised so many diffieultiea 
that the Generalissimo has advised him to suspend negotia
tions . 

2. Tile Board needs about '-4. lllillion to meet ex1et1ng sterling 
obligations but haa sterling aaaeta ot only about 1.2 lllillion. 
Moreover, Pox expects tuturo sterling obligations to 1111ount 
to about ~75 thousand per week, 

3· In view ot the suspension ot nogot1at1ona with the British, 
it lllight be helpful to give aoaura.re e to the Board that wa 
are prepared to aeo it uoe ita dollar tunda for tho purchase 
ot sterling, particularly since the Chinese Government is 
bound to reply to Dr, Soong that it would like to see the 
dollar asaeta ot the Board used for euoh purposes. 

( 
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Nile 
Thin telcgr~ mu~t b e 
po.r'\phr::o;sed before beinc 
cor.~·,,unient Ed to :-.nyone 
other than ::-; Governmental 
nccncy . (BX) 

SEcretary of State , 

";nshi ngton. 

654, JunE 3 1 2 p . m. 

Chungltint:: 

Dated Jun e ~ . 1942 

Rco td 11 : 3~ a , m, 

!"Oil ?~Z S~C=tETh.RY OF TH::: TRE. . C}URY PRO:l 7-0X. 

TF (*) 

363 

One. Art El'" r ETiEwing sibuation u1th r,J:apcet to 

November 1 ::-;cre:mcnt and discus31ng it with cc.sscls 

o.lt erno.tc of Hc.ll- Po.tch ,·,ho io oiclt c.nd ot h n• Bo::.rd 

members I c.m fully convinc cd it must be c . .::1cr<d to ; 

no othEr m:.\tt er r~o." morE carefully c.:c.r.tincd by Bo:u'd 

\/hich EVEn took it up ni.th Cochran Nicncyer ancl (*) 

before consur.:~tion or asrconcnt . There is only onE 

problem, n~.mcl7, t h£ shortage ot sterling • . 

In th~~ connec·~ion ;c. K. IC>Yok m.:-.nc,ser of Ccntr::o;l lk.nk 

informs me thnt for some tim£ Central ~nk has bEEn 

mEEtinG its sterlinG requirements by sell'inG United 

Stnt Es dollo.rs for s t Erling . 

Two . Shortage of sterling can bt met eithEr by 

drnwing on thE Bo~.rd ' s unusEd United Stc.tcs doll:-.r 

reoources or by British rocking nv:-.ilnble to Bonrd 

sterling 

( 

., . .. 
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- 2- #654 , J une 3, 2 p . m., from Chungking 

sttrling from forthcoming British lor.n or by 

combinntion of both, \'lith respect to British loC\0 

CnsSEls informs r.tt the.t British o.re tying strings 

~.nd thc.t n cgotio.tions still in co.rly stnr; c whilE 

o.ccording to Dr. Kung British ho.vc rnistd so rncny 

difficulties thnt GEnErt!lissimo hcs o.dvistd him to 

suspend ncuotio.tions , 

364 

Three, Dctnil cd cxc.mino.tion of C cntro.l B~.nk 

o.pplico.tion revEo.ls only one item ~o.rd cc.n legiti~tcly 

refuse to mEEt , no.mcly, stErling o.nd Uni t Ed sto.tts 

dollo.r EXpEnditures on ChinesE Government o.ccount from 

:.ugust 21 to october 31 1941. Subtr:~cting this ~ttm 

Boo.rd t s toto.l nEt oblig:~t ion under llov mbtr l ~.grtt!:lEilt 

for the period up to :.pril 30 1942 i: :~ppro::-J.Uo.tely 

C4 , 214,000 end sterling ~ , 341 ,000. To meet sterling 

obligction thE Bo~d hns nbout sterlinG 2 , 000, 000 in 

sterling rund 1941 o.nd c qunrttr of c million st erling 

in reo cntly trcnsftrrEd fund 1939 . 

Four . t.ccording to thE Central B~.nl: Chines£ 

Government foreign txchnns£ rcquirer.lEnts in future c:.n 

bt expected to nvtr:~gt roughly sterlinG 75000 en~ UnitEd 

Stc.tcs .dollo.rs 60,000 per \lEEk or thE cquiv:.lOJt of 

United Stntcs dollnrs one ~d one ho.lf million ptr month . 

;.go.inst this 

( 
' 
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-3- #654 , JunE 3 , 2 p . m., from Chungl:ing 

i.gr.1nst this Bor.rd is due to rtotivt so1.1c sterling f rom 

cotw era ion o~ Indicn ruptts brought in by rcfug :·~ 

c.nd cr.n count on =inttntlnec of rcmittt~ncts from 

\'/estErn HEmisphere. Thus :::11 in ::.11 Bo:.rd thd:r 

lit1bility undtr HovE!:Ibtr l QSreemtnt for period 

from UAy 1 to t~t tnd of 1942 should not t~cced the 

equiv~cnt of UnitEd Stctcs dolltlrs 12 Dillion of 

rthieh prob:.bly ( *) . 

FivE . UnlEss something cnn bE donE in 1'1:-.shingto:l 

t o 1m1uce Br itish to mr.kt mort sterling :::v:.ilcblt 

to Bo::.rd, I rtcommcnd thl\t sterling deficiEncy of 

over 2 million '£or period up to .'.pril 30 1942 :-.nd 

such sterlinG rtquirEl'ltllts of Chinese Government 

n: ::.ecruc during r~c~ndcr or 1942 be oct fro~ Bo::.rd ' s 

United Sttlt ts doll~ resources if nccess::.ry . Should 

::.ppreciot£ your approval bEfore soord for~1ly discUSSES 

question . Neturnlly shell try to arrive ct scttlcctnt 

or stErling problem Vthioh \'till rtquirc Dininum of 

United Stct cs dollnrs . 

o:.uss 

CSB 

('-;} omissions 
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COPY NO • .1J_ 

4 June, 1942. 

O!'TEL No. 187 

LIIIU. Duri.ng 1st June hea-.y attacks tr<a North and North-taat 

overran o\1!" pooitions between the gopa made by the ene:l\Y in our cdnofiel~a, in

volving tho probable loss of the 150 Infantry Brigade. Those positions have 

been occupied by the enhl)' ""d strengthened by the addition of nu::>eroun anti

tank guns. Our troopS have been operatinc Westward or tho en"-7 acaJ.nst his 

supply line. 

2nd . June. A very severe s""datorm interferod with oporotiono 

until late in the dey. During the evening the eneey attacked ELUEI'-ET-TAIW> 

( t on oiles south-west or ACROIIA) with about fifty tonka but was later driven out 

with loss of 14 t anks. Early on "third June strong attacks on BIR HAXEIII woro 

resumed by COMn4n tanks and ItaliAn tanks and Infantry but without succou. 
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BRITISH MQSI Sl&S.'f 
u.s. 54(&..1 

OP'f:J. Mo. lA8 

COPY MO. 

lllt'o:ruUOD rtoe:ei"Ytd up to 1 A.M. 1 4t.h J\1Mi1 1942. 

1. WINfD OPW1I(J!S 

13 367 

A lo&ll raid qo corriod out tor!¥ on tM 4th 1n BCm«..IE _ Lll "IOOQOE"l' 

area . 'l'he WUU.ary r&td.ing torcea conebted ot 250 1peo1Al eorvtco troops . u tiD.e 

permitted and beach detencee were found weak, it wae intendtd to destroy an R.D.P. 

StBtlon at ST. CECILE. Information so far available 1ndloatod doatruotton or R.D.F. 

etulon wu not Mhilved. Re-embarko.tion of epeCial eon teo troope ta betnc covered 

by our f1&ht.ore 1 'ln escort tor the force ..,, prorld~ by Royd Navy. 

2. NAVAL 

I..lc:>t Crui10r XOIM hu orrivod at UEL. 

29th MI.:/. Ru.aele.n Deet.royer eecortinc con• oy t.o nor't.h ROSSU cl.a.1red. \ '

tour ••"''' alreral'\ b,.- berm&• fire a t ranp or U00/1600 ~ uoine a now typ8 or 

ohoU, par< H. E. aud part ahrapnel. A lArgO !!UMnl.an II.V. reported almk tn BIJ.CX 

SEA And' aMAll Gora-.n ~.Y. In tile Sound. CIPIRK ST~GHT (6850) prerlow;ly ~ 

.. !\&l boabctd a.nd aunlc: Cttt 1-Nr~:ANJK. A emcll Br ttieh ste:l&cr sunk ott s·r . !.riCI A. 

) . AIR OPiRhti~ 

~Et!TEBN F~. 2nd/)rd. 190 totUI () ( 1neond1~r1oe and 90 ton4 or 

H.e. woro dropped. on F.Sslll c..n.d diGt.rlct by 11J1 o!.rcr.otL 'fl'ht.ch 1noludod 4) R.C.A.r. 

( too JUIIInt) 10 R.A.A.f. Md l6 !In Z<Ahn4. S•vorAJ. l<!rRC firea And 04JU' aoallor 

oooa .. ro ob1oned d1at.r 1but.o4 ovo-r r. wido crOft. )6 Sttwulron• or Pi&ht.ors opora.t.od 

o•"r Northern FIW+CK. ) onc:v- a..ircr:.tt. (includLot an It.o.l.U.n bollbor) dutroy.S, 

·.~uoeo probobl¥ doai.J"o7od and - do""'.illl. '""" s r •.t.!ir<> &iaalnc. 

) rc1/4.Ut. Aircra!t. clasp:tt.ebtd: ~~ 171 , Aoroclraaot 9, Dt:Ein 4, 

,.;u!.ntninc 7, LM.tlot.a s. 12 boebora alasing. J:t..rl.:; rcportt 1\a.to BRiJGI attaeltcd 

L1 £Cod ,.'\thor by anJorit-1 or ..s.rcrntt d--,t.o.iltcl. "bout. 7S -mocq rd d(.rs p1.otu.d 

,::3-.'tqlllR:.. r.ta!n concentration ov"'r roo~ whore con•.Sd.Jrable do.o.'\go wua C!I.WI .tJ 

.-Jtt."~r by tiro . r-e" ol\eu'1\t..tnc. f1vG onOII'Q' e.i1"Cn.M. cSol\.1'0714 anll ~hree d ".t!llgtt-l 

t•.~ttl.y on t• be.•••• in nv.Nc: .. 
lolBA• :ntt ai'Kl )n\, Operationl Umitc.K' by vrnl.lct.om but On'~ 

..c.rulinc arwnda wtre boub-.>4 r.rtd nttacke earrloc.! cut. on M.1. llPIYRilARD at"en. 1Yo 

'W:\V 'tiren.tt. d~ltroyo4, t.brCO probably doat.rorold o.nd rt.vt 4aMI~· rlvo of our 

·-~.:ra!'t a b:ai.nc. Nlnt !'l&htc.r ¢-lotos aiaaine d.,;.l'!.n& put 1U d&.Tft an~ now Nit. 

Mt.HA· 21 ntlntorcODIXlt 3pit..r1res ~UTiYod on )rel. 

s.utJ)lt!JA. Five V~ ot.tactt.lt CI..GUI.Rl. 

ItrrtU,IQ.JICI 
Eatillat.td QiiEISilf:A11 wUl be out. ot ret.! on llx/w•ln aont.hl. The 

t&ll\U'o ot Get'Mn auppl1 •• to noet i n t\lll Jt41Jan ontn• tor O)¥cerine 11 J.opo.rdia
lnc t.ho MinttMnco or ttali&n outp.a.t ot expla.lvoe. Regraded Unclassified
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COPY 110. ~ 

Pollori.nc ta 1Uppleaental'J ,..._. ot oper.ttoaal eve:ota ~•ti.bg 
porlod 28 llo)' t.o 4 Juno. 

1. "AVAL 

In t.ho r-ecent convoy to RUSSIA onJ.¥ 1 ship bO su.nk by U-bo&t and 
oevoral U·bocltl wtro duaaod by counter att.tloka t.houah nont ••• dotinitoly proved 
d11troy.t • rorpetual d(l,)'liaht 1n the Arctic helpo oou.nttr attttclca and puts a 
strain on eubu.rtno orewa, these taotora and ma1n~nanco dlttlcultiaa in North 
IIORWAY soy reduco OftOif\)" u ... bo.at 4Ct1vitiets in t.hlo flr\)6, 

LiCht N&val torcos wor o ena•geci 1n protecting the acawud t:Unk ot 
our t.n¥ ln LIBYA and on 28th n motor launch encagtd 2 t, ... boats and when ro1nforeed 
drove t.h .. ott. A ponible atteapt to rotucl ene-.y tenk.l troca tho aM was 
ff'\l.ltratod. Shipplna, loaaoa woro leaa than ot late. 0ur1n1 the weok ;.~ncUnc )rd 
1,049 ah1pe wort convoyed ot Wh.lch S • oro loat 1ncludlnc 7 in t.ho Ruleiut Convoy. 

laporta 1nt.o the Onitod Kin&d .. 1n con¥07 for -k •nd.lnc )Ot.h llo)' 
were ,).4~000 toni lncludinc ll2,(X)() t.oft.:) ot oll. It. 1a nrpor1Ad t.Mt. 1 Ce~ 
2 other ohlpe &rrhed at BOR!l£AOI troo tbe FA!\ EAST durin& AprU. 

2. !IILITAl\l 

~· lt 1o believed that tho Rwotlatl aallont .. , atrei£bt.eood 
out by t.ht Clez.n at.t.aelte aou.t.b ot KHARKOV. .Uthw.,:h Ru .. lo.n loeaes here mu.at 
have beton hO.yY thO)' WOt"' leas than the Gen;.!.M Clat.od, .areovor IC.O of t.be 
t.roope surr0\11\dod 1111.1 Jt.ill bo r osi.sti.n.e. At prctont. t.ho wbolo tront 1a quieter 

I than tor eom• •ooke. Tho groat.eat woi.IP\t. of Ulo Cctnun orte:n.tv" IDil)' be expoet.od 
betwo.n KURSK and TACANROG with per haps a eubeidltry att.&ck 11t. L~INGRAD. 

JJ.m. The fluot\U\t.ions of tho battlo which etor tod on 27th Mey 
havol b~<m rol\llj,J-1j roportod in t ho dai ly tolegrnma , tho eitwt.t.ion it constantly 
changin& 4nd no rolioblo euam!ng up or rorecast con ~ sivon y~t. Both aide~ 
havo loot ho&vily in tanlc.s but our recovvry and ropo.1r ••rvicoe have boon doi.l\.g 
.JXC!~Jll.nt. work. Wo han &lao movod up &l'IDourod roaorv., And ahould now ha'tll tank 
nu.~rical tu~riorlty. 

J2EMI.. About 4-5,000 Japa.noso ban r.oc~od IQW.IN in Morthweat 
BURMA. In ASSAil at laaat l ClUne .. 61villon baa .... pel t.o Jo1n u, witl> our 
ron:... Rotd1 and bride•• on tbe ASSAM P'ront.ier bavo borlon d.&Mcod by b811'f)' ra.ins, 
U!.e Japonoao adYMCo into YUKMAM cont.inu.oa llowl,y. 'fho1r plan 11 probe.bl.y to ecc
soUdato •• tar o .. t. •• the SAL1IEDf. 

PAR pst. Ind.ieaUcno of Japaneao 1nt.41ftt..lona t..oN.rCll RUSSIA are 
aca_rce and 1ndotln1t4 bu.t. UM elaekan1n( or tbe Ja~o11 aotb1tlea 1n tho Soutb•••t PACI71C uoa 1a 1P0rth)r or n.oto, aa wall u t.bY rocont11 r.portod &d41t.ioo ot 
1 d1vh1on to t.ho1r &ni!Y 1n MANCHOXUO. 

3 . AIR OPERWQNS 

!ESTER FRONT. Wi th a apoll of oxcollont. . .. t.hn ovor ~ BRl'riSH 
ISI.J!:S OW' n.ir aotlv1ty both by do.y c.nd night 1noroaaod oonetderabl.y. A tot.Cll or 
196 equ.o.4rono or Sp1 tf1roo wo.re eaployed a.a eaoort to d~ ba,bt-ro and on ti.Qhtor 
swoope. 1.4 unOIIQ" a1rora.ft wt~re doatroyod, ~n01111 ti&htoro in 11101t caaoa boinC re-
luctant to tll)\t. Our n18)\t bombing was on tht holl•1cat I C&lo alnct tho •u 
aterted, tho period included the 2 outata.ncling at.tnoko on OOLOONI And the ESSClf 
AHa, Coneidora'bl"" 11110ko and hu.o ia a co111110n roa.t.u.ro of tho ~ arM and alcoa 
dot.Ai lCid 1dont1t1cat1on dittleult. In op1t.o ot clear Ucht ntchto facllltatlna 
trrtArcopt.ion by '"HiiY night. rtght er a our caau&lt.111 1n tho•• nicht 'bollb1nc open· 
tiona are not. vndul¥ houy world.ni out at about 4$. CoaatDl C~ncl Urcro.tt -.de 
2 cood at.tacka on convO)'a , it ta eatU.ted that about 40,000 tona ot en~ shipping 
... 8\ar\k or llr1Q1.1.11J daMccd bJ our aireratt. durin& tM -.ok. In addit.iext to the 
bM"J n1&bt. baab1t\c pt"'CC'o..e 120 aea aln•• .. .,H liJ.d. Cloe• and C«Ltt&nt au.ppon. 
for our .,....,.S torcoa 1n tbe L1byon bottle - prorided II)' tho R.A.F. II)' -.u of 
a\t.ecka «1 tote;t t.roope, tl.t., w.1Sil7 aol~ and a.raou.red Yubiclea. On liON U!.aft 
l occulon d!Yo~ boab.1n.& r:.tte.c.U on our troope we-re brokon up b7 CNr flcJ:lter• W'itb 
b-..,. ..,_, lo .. or at t..at rotdoHd. bual-e•• by t1M11 lftt.rcopt.lCWI. 1'tw Jart. 
plqo4 II)' our alrcralt 1n the battlo hU boel1 h1£hlT po:daed II)' c. 1n C. , IU44lo 
r ... t. 
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l!!IJA• Although Cl.ght.er swoope 1>7 Mo 1.09' a wore •do doll¥ 091r 
t.ho u!And t.ht ro .... tlona never oxcoedod 2S end tllo "'-bor ottocka .._!nod light • 

.&a• Thtre wee a noticOClbll incNeee 1D Citr.n air act.hit7 
op!nn S!JAS'IOPOL • 

4 • !XTI!ACTS !110!1 Pll!l!'9GRAPIIIC AIID I!I1'ELLIGDICE R!:I'O!!rS 0!1 I!ES!!Lts or AIR ATrACitS 
at ENM TLMITOR¥ IN E!JR()PE. 

STllttGART. Sth/6th May. Tho Hirth Uotoron Fobrlk • •• clwcocl end 
lt 11 bollevod that output wou.ld bo arrectod !or 1 100nth. 

Photogre.ph.s ot vnriablo quality w<.tr tt tnkon on lat Juno 
afWr tho t.h.m.t. Kay. On~y a genoro.l l11proa01on cnn bo ton:.od from them 
but. eoriout O.pp.MlU in almost. OVbry par t Of tho city COV!lrCd o.nd mo,ny firoa 
wore otill burning. Th" Adalniatro.t1on Buildinse of tho Gorman R.u.Uwayt cr o ro
port~ ~o hcvo boon rondorud cocp[oto~ useloaa ond it 11 said tbJt tho doat ruotlon 
or recorda cauaod n v~ry coriouo dieloeation or trnftto. Oomprehtnoivo description 
and aaaosteont or dnmago ruvoalod, aecompaniod ~ roproduct.tons of &DD4 of the 
photosrnpha, hnvo o1nco boon published. 

Photogrnpla )Oth lhow GNOME ~1' LE R!l(ll£ 

J,ERO illGIM£ ·e::'fi:~~~~ doatroyod 1>7 41rect blt.s. Extonslvo 
roo! domco troa b4ot. T : Modiua bulldlne portlollr collapeod, 
also roof' ckac•. a lara• bui_ldin& 1n th~ ct.ntr• or U\e worltt bo.e bad ot leu:t 1 
dtr~t hit. OOODRJCH 'I'TR£ 110i!XS: t.arce a.roa or oxt.oneh'o bt.dld1nc ontirely do--
1:110l1ahod and r-''" or bu.Udinc a<..Y¢Nly d.uolcod. L&rrt bu.lld1ne 1n centre o! 1r0rlcs 
doatroyed, ot.hur buildince eholi- seveN blast daaco. Powtr Station. 8oU.:r bouse 
nv~f'ely daaactd a.nd 1 chlaney collapsed. Sw<lre blaet. cb.Mto t.o ccnonttnc 
etntlon. 

5. OPIJU.TIO!!AL AIBCRAIT B~'l'l'U CASUI.LTIFS 

Motropolttnn Aroa 

~. ln tho oir: 
co-o~r4t1on l~ 160. 

Bombot'IS 110; F1(lhtora )6; CoDGt.ol l ) ; A.rmy 

•nd l) 

Boa bora 
Flghtoro 
kleo•l.l&noou.a 

Totol 

I>ttttroyod 

26 
20 

_ 2_ 

48 

MIOOI.£ E.\Sf (In~ MALTA) 

ltilllll· ln tho l'..ir: Boabotl 8; 
pllote a.N Nportod .are . 

.&;om.: OC:strgced 

Bomb\tra 16 
Fl&ht.ora 19 
M1acullanoo\1tl _L 

Totol )6 

r.\8 ~~:t 

Brltith nnd Allied. In tho air: 

l!Wi:L Destroyed 

Boebere l 
richter• ~ 

Totol 7 

Prob&bl3 
Doatroyof ~ 

7 21 
6 2S 

...L -L 
14 47 

Flghtoro ~; Totol 67. ) crew• 

Probnbly 
ntnwtd ~ 

) 22 
9 24 

!Ill- I!1L 
12 1.6 

Bombore 1 ; Pi&htora 8; TotAl 9. 
Probably 
pops.roygd ~ 

Nil NU 

+ _L 
) 

NOf£1 No necount. 11 t.Ucn or ooo.q o1rcNf1. dtttf'O)'od on t.be c;:rouod 
1n N\)' theowr or or B:rltlah B~ftl Aircrr.t·t. C3aualtln. 

6. HOME SP:URITJ ror w- k ondlnc 6 o\.Y . , )rdt Kllltd 48, 
lltl.aA~ eaiUAlt.to~ . w~ 

••r·l..,.,ly wounded, 6,. Regraded Unclassified
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Eastern front: 

a. There is prolonged bitter localized fighting 

Yurmansk but the German assertions that several Russian 

isions were destroyed is unconfirmed. 

b. There are bitter localized engage~ents south

Ilmen without situational changes on the Lenin-

( 

c. No changes on central front except for German 

behind their own lines against the Russian detach
'\: 

d. No change on Kalinin front. 

e. Fighting in Ukraine is decreasing. The German 

offensive against the southern side of the Russian 

south of Kharkov toward Izyum was held after pane

near Kzyum. The Russians in the west were threatened 

isolation by the German wedge, and withdrew. This 

southeastwards along the Donets River from 

The Ge~an claim of annihilation of tbree Russian 

a gross exaggeration. The Russians admit 70,000 

This is probably an understatement. 

f . Russian losses on the Kerch peninsula claimed 

the German communique are much exaggerated. 

Libya situation there is covered by Churchill ' s 

to Parliament. A spirit of modest restraint 

recommended. 

Guidance: 

The left flank of the Russian front is Walta 

Libya which protect the Caucasus, Russia ' s southern 

routes, Persian oil, Iraq, and Turkey. Axis aims 

destruction of Allied forces in the Middle East and 
Regraded Unclassified
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of the entire a.rea. On the Russian front, 

Ti.mosbenko ' s attack bas forced the Germans to divert 

troops from the spring offensive. However, Xbarkov is 

not considered as a major German spring offensive. I t 

is unlikely that the latter will start before mid-June. 

Propaganda policy: 

Let current events tell their own story. We 

bave taken offensive and hold initiative. 

Emphasize: 

a. Exhaustion of the AJCis 

b. Libyan campaign. 

c. Heydrich and reprisals. 

d. Statements of General Marshall and General 

Arnold. 

e. Mexican war. 

f. Anti-Nazi attitude of Latin America. 
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CoordiDator of Wormadoa 

THE WAR TIDS WEEK 

'The British this week loosed air attacks on Cologne and 

Fs!en which, in weight of projectiles dropped and in time 

concentration, were unique in the history of bombing opera

tions. The fuU significance of theee attacka and their im

l.,..!>lica•tiOIIIS for the future colllll8 of the war cannot yet be 

measured. 
In the Far East the Japanese have initiated a drive along 

the Oanton-Hankow railroad and may soon embark on com

plementary operations southward through Chang;ma. Mean

while they have moved forward in Chekiang and Kiangsi 

provinoes, in the east, as weU as on the Burma-Yunnan front, 

in the west. Del!pite the superficially ambitious chAracter of 

these operations, military observers warn that the Japanese 

are not so deeply committed in China that they would be 

embarrassed in launching a heavy blow in some other 

theater. In thia connection it may be noted that the mon

soon in India- now imminent-will render military opera

tions more difficult in that area, and that air reconnaiaeance 

re~-eab no naval concentrations or importance in Melaneaia. 

On the Libyan front the British have blunted Rommel's 

drive, although the precise situation there still remains 

somewhat obecure. The struggle about Kharkov has also 

come to rest with tbe advantage apparently going to the 

Germans. 

1 

Regraded Unclassified



Bl'JC8E'l' 

TM Brimh Air 0/eMUie 

The British bombing of Cologne and Eeaen wae conduct«~ 
on a seale and by methods so different from previous bomb
ing operations that past experience offers little guidance in 
the measurement of its significance. Some 1600 to118 of 
bombs were dropped in the Cologne area, as opposed to 
some 200 tons dropped in Coventry in the raid of Novem
ber 14/15, 1940. The weight of bombs dropped on Essen 
in the initial raid was roughly 1200 tons, with the high 
explosive-incendiary proportion similar to that of the raid 
on Cologne. Perhaps equally significant was the proportion 
of incendiaries to high explosives employed by the British. 
Incendiaries accounted for about two-thirds of the weight 
of bombs employed in the attack on Cologne. The Ger
mans normally employ high explosives and incendiaries in 
the proportion of about five to one by weight. 

Finally, the British bombers are reported to have been 
above Cologne for 90 minutes: the raid on Coventry last«! 
almost 11 hours. Thus, in weight of attack, in the pro
portion of incendiaries, and in concentration in time the 
British raids nre unique. 

The British have clearly shaped their air offensive according 
to the hard lessons of their own experience. They found fire 
damage about equal in destructive effect to high explosives, 
despite tho proportion of five to one employed by the Germans. 
And, further, it was discovered that a heavy concentration of 
attack by the Germans was capable of temporarily over· 
whelming the ground defense and fire-fighting forces. After 
a point, it would appear, the effectiveness of air attack in
creases at a rate more than arithmeticeJJy proportional to the 
tonnage dropped. Concentration in weight and in time, 
calculated to overwhelm the ground forces and to maximize 
the primary and secondary effectiveness of the incendiaries, 
seems to be the basis of the present British offensive. 
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ED~ of CoiogM and Bum Raida 
~e effecti~eness of air raids, in terms of particular factories 

and mstallatio~ d~roy~, can never be fully gauged, even 
by means o~ dir~c~ mtelligence and asrial photography. In 
this .connection 1t ~ to be emphasized that damage to public 
serYlCes has consi8tently proved more difficult and time
taking to repair than dirsct bomb or fire damage. Thus the 
only m~su~me~t possible at this juncture must be a rough 
approXllll8tion, m terms of the over-all significance of the 
areas bombed. 

The industrial population of Cologne represents 1.89 per
cent of the total industrial force of greater Germany; that of 
Essen represents 2.35 percent of that force (1939 census). 
Somewhat more than 4 percent of the total industrial working 
force has, then, been subjected to the British blitz. Produc
tion in these two cities may well have been reduced virtually 
to zero on the day after the main assault. The recovery 
rate for Britain was between 2 percent and 3 percent of total 
output per day. That rate cannot, however, be applied to 
the case of Cologne and Essen, since the scale of British 
operations was so different from that of Germany against 
England. On the whole the German recovery rate is likely 
to be less than 2 percent per day, not only because of the 
scale of the attacks, but because, in general, extensive fire 
damage results in a slower rate of recovery than damage 
induced primarily by high explosives. 

NetD Fronl in Chino. 
The Japanese have begun their long anticipated operations 

along the Canton-Hankow railroad, advancing northward 
from the vicinity of Canton in K wangtung province, against 
Chinese forces commanded by General Yu Han-mou. If 
the new operation is the beginning of ~ serious ~t~p~ to 
capture the Chinese-held portions of this strategiC rrul line, 
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a complementary drive southward through Chanpha is to 
be expected. The movement recently of some 200 Japanese 
planes northward from Java and Ma.laya toward baaea in 
China, apparently around Hankow as well as in Chekiang 
province, may indicate that such a drive is now in prospect. 

In Chekiang, after occupying Kinhwa, the Japanese have 
driven westward along the Hangchow-Nanchang railroad past 
Lung-yu. Fighting south of Nanchang in Kiangsi province, 
reported by the Chinese, may indicate a supporting drive 
along the railroad from the west, freeing this line also from 
Chinese interference. 

Intermittent fighting continues on the Yunnan-Burma 
front, near Tengyueh and Lungling, west of the Salween 

"" River. With Thai troops participating, the Japanese claim 
to have captured Kengtung, capital of the Shan states, on 
May 26, and Mong Yawng, second largest city, on May 30. 

Limitm Offenriue 
With the establishment of the new front in Kwangtung, 

Chinese communiqu6s now report serious fighting in at least 
six of China's twenty-four provinces. Despite the geo
graphic scope of these operations, however, observers here are 
by no means convinced that the Japanese are engaged in an 
all-out attempt to end Chinese resistance. Although Jap
panese operations are clearly designed to enhance the diffi
culties of Chungking, these observers believe the Japanese 
are too much interested in the Russian situation to commit 
themselves wholly on the Chinese front. They will undertake 
only such operations in China as can be carried out without 
jeopardizing their freedom of action along the Siberian 
frontier, according to our observers. It is clear that at the 
present time Japanese commitments in China are not such 
as to prevent their embarking on early and large scale 
operations in Siberia. 
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Chinae Pkalf~ Htlp 

Chungking nevertheless is feeling the pressure as was 
evidenced this week by the continued pleas for aid.' Chiang 
Kai-shek, speaking on the United States Army Hour, May { 
31, declared that morale was not sufficient without equipment 
an~ asked. ~or American .suppli~. General Chu Shih-ming: 
Chmese military attachtlm Washington, seconded his leader's 
plea, stating that China constituted for the United States 
"a military opportunity which, if not grasped quickly, may 
not exist much longer .11 

These pleas, however, are not to be taken as the unanimous 
feeling among Chinese, according to some sources at Chung
king. A native business man and landholder there, who 
believes his opinion is shared by many others, has urged 
that the United Nations should concentrate on defeating 
Germany first and not heed the exhortations of Chinese 
politicians to such an extent as to jeopardize Russisn chances. 

Growing HartMny in 1M Fru Kore<~n MooemenJ, 
The Korean Volunteer Corps in China, military arm of 

the radical faction of the Free Korean movement, has joined 
forces with the conservative Korean Provisional Government 
Army, according to announcements from Chungking. Rep
resentatives of both rival factions in this country have con
firmed the news, and some progress in achieving unity appears 
to have been mad&-at least for the moment. 

The complicated background of rivalry between these two 
factioll8-both of which have received the support of 
GeoeraHs<~imo Chiang Kai-shek-dates almost from the 
beginning of the Free Korean movement in 1919. Kim 
Kyusik, leftist patriot and leader of the direct-actionist 
Volunteer Corps (he was in the United States in 1933) bro~e 
away from the moderate Provisional Government group m 
Shanghai in 1924. Financial support for both factions was 
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given by the Oenera1iMimo in 1937, but their rivalry continued 
and penetrated the calmer and more conservative Korean 
nationalist groupe in the United States, where it h88 threat
ened to disrupt any efforts toward united action. 

& cent reliable estimates place the number of Koreans now 
fighting aga.inst t~e Japanese. in ~hina, or i.n training to fight, 
at 35,<>_0?, and this number LS sa•~ to be more~iog rapidly. 
In add1t10n, 40,000 Koreans are sa•d to be servmg in various 
units of the Soviet Far Eastern Army. 

Mcua Civil Diaobedienu in lndi41 

The possibility of a new campaign of mass civil disobedience 
~ in India in the next few months is now being mentioned by 

experienced observers at Bombay. The "open letter" ad
dresl!ed by the Maharaja of Indore to President Roosevelt 
late last week, appealing for his intervention in the complex 
Anglo-Indian impasse, may possibly be attributed to fears 
of such demonstrations. 

Mahatma Gandhi meanwhile has adopted for the benefit 
of the press an enigmatic attitude. &plying t.o questions 
concerning the plan he is reported to be maturing for the 
launching of a "new movement", he has assured reporters 
that many plans are floating in his head. "But just now 
I merely allow them t.o float ... ". He hinted that some
thing "very big" is in the offing if the Congress Party and the 
people are with him. For the present, however, he is continuing 
his talks with Pandit Nehru. 

Meantime the Axis has apparent.ly been hard at work pre
paring a fifth column for India. Mussolini and Hitler, amid 
a great press build-up, have formally received Subhash 
Chandra Boee 88 chief of the Indian nationalist movement. 
And the Tropical Institute at Hamburg, according to reports 
from Bern, for several months past has been training a good 
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B!OII!Jl' 
many Englisb-l!peaking young Nazis for "special work" in 
India. 

Amtralian Stalemattfor Japan1 
After repeated warnings in the past of the Japane8e 

menace to Australia, Prime Minister John Curtin has now 
reversed his position. He challenges the Japanese t.o invade. 
"The enemy h88 found his most southerly adventure beyond 
his capacity to execute," he is reported to have told fellow 
Australians. 

For the present, Allied fliers appear certainly to have the 
upper hand, vigorously prosecuting the attack on Japaoe8e 
island bases extending around Australia from Timor through 
the Solomons. Nor have there been any recent reports of 
important Japanese naval forces in this area. 

Attack on Alaaka 
Japanese naval and air forces however have not been idle. 

They have made an air attack on Dutch Harbor in the 
Aleutian Islands. For obvious reasons, information on this 
latest enemy venture must await further developments. 

!Wmmel's Attack Badtjiru 
The Axis drive in Cyrenaica has backfired. It W88 appar

ently directed at the defeat of British armored forces and the 
capture of El Qau.la, El Adem, and Tob~ i~lf .. As_ the 
firet phase closes General Rommel has failed m his ObJecllvea, 
but he appears ~ucoessfully to have staved off ~ter by 
consolidating his poeition at the gap thst connects ~IS forces 
east and west of the main British defenses, stretcllmg f.rom 
El Oasala to Bir Hacheim. Although the Germ~ gamed 
by surprise and effective tank operations, the BntlBh were 
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prepared for an offensive, and halted the German drive near 
Acroma, a point about 15 miles southwest of Tobruk. Here 
the battle was fought, ranging over a wide area. While the 
Royal Navy repulsed a sea-borne attack, British armored 
forces slowly drove Romm.el westward. The battle came to 
focus about the two gaps which the Germans had blasted 
through the mine fields of the main British defenses to the 
west in order to bring up reinforcements and supplies. 
Effective concentration of RAF strength on these vita.! points, 
however, prevented Axis reinforcement. Pounded by Allied 
tanks, artillery and air power, and lacking gasoline and 
water, Rommel began to withdraw his forces through the 
corridol8 to the west, trying to escape a British trap. 
~ Rommel has succeeded in withdrawing many of his tanks 

and transport vehicles for regrouping with reinforcements to 
the west, and bas consolidated his hold on the connecting 
gap. Although clearly on the defensive now, he may be 
able to reorganize his forces and supplies for further action. 
Losses on both sides ha.ve been heavy. The British at present 
are concentrating on Axis forces east of the gap, and harassing 
Axis supply lines from the air and on land, as seen in the 
thrust to Rotunda. Segnali. 

Finis at Kho.rkov 
The Battle of Kharkov is apparently at an end-with 

no significant net gains for the Russians, and with the initia
tive once again on the side of the Germans. In the byum
Barvenkova salient the Nazis ha.ve surrounded and disarmed 
the Soviet advance troops (which the Swedish General Stsff 
now regards as having consisted of only one army instead of 
three, as the Germans originally claimed). Elsewhere the 
front is quiet. The present line apparently follows the valley 
of the Donets between Kba.rkov and lzyum. 

Military men on both sides continue to speculate on the 
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exact purpaee of Timoehenko's ill~tarred attack. The Qer. 
man press, while insisting that his operations around Klwkov 
failed to disorganize Nasi concentrations, still reprds Timo-
shenko as the most capable of Soviet Commande111. Its { 
announcement that the loss of Kbarkov would not endanger 
German plans now appears as just another ruse in the war 
of nerves--ilince the city never seems to have been in any 
real danger. Nor has there been any confirmation of the 
Soviet claim that the attack on Kbarkov succeeded in break· 
ing up a planned German drive toward Rostov. 

Pekkala's Ruignation in Relr~ ,, 
The landing of four additional German divisions in FinlAnd 

throws considerable light on the resignation of the pro-Ally 
Minister of Finance Pellila, which was reported lasi week. 
It may safely be assumed tha.t Pekkala, who has opposed the 
Government's policy of oollabon~tion with Gennany and war 
to the bitter end with Russia, knew of the impending arrivAl 
of these substantial reinforcements and tha.t this development 
convinced him that there was no longer hope of bringing the 
cabinet around to his point of view. With the Government 
committed more completely than ever to the war with Russia, 
there was no alternative for a man of his views but with· 
dl8wal. It is probable that the difficulties of ~cing the 
wsr effort, for which Pekkala was largely respoDSlble, alao 
influenced hie decision. 

Pekkala's resignation, the strengthening ?f the German 
forces in Finland the increasingly anti-Amencan tone of the 
Finnish prese, and the growing IOSl!CS of AJ!i~ .shipping in ft.r 
northern watel8 strongly suggest tha.t a cnS18 m ~e relatione 
of the United States and Finland may be approaching. So far 
the American efforts to persuade Finland to conclude a eepa
rate peace have been a complete failure. ~eee ~orts ~ave 
not been aided by the publication of such articles m Amencan 
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journals as that appearing in the cur~t issue of CoU~a in 
which not only East Karelia, but also the entire Kola penin
sula are assigned to a poet-war "United Statee of Finno
Scandia." 

Available evidence strongly indicates that only conspicuous 
United Nations victories will convince the Finns that the 
policy of their government ill leading to disaeter, and thus 
perhape induce Finland k . withdraw from the war. The 
closer these victories are to Finland, the greater will be their 
effect. 

Nazi Fears in 1M Far North 
., The transfer of the 163rd German division from the Svir 

to the Arctic front and the dillpatch of the four divisions 
mentioned above to this same area provide a measure of the 
importance with which the Germane regard the Arctic front. 
It ill poesible that these reinforcements are being sent because 
the Germane fear that the United Nations may be planning 
an offensive action in the extreme north in order to neutralize 
the German bases from which planes and submarines are 
operating against Allied convoys en route to north Russian 
porte. Since Archangel ill now open and can be used to a 
considerable extent in place of Murmanak, military circles 
in Hel!inki ap~tly regard as improbable a German 
offensive against Murmanak and the Murman railway. On 
the other hand, in view of the increasing amounts of war 
mathiel being shipped to Russia's northern ports, it would 
appear likely that the Germane wi!J step up their efforts to 
intercept these supplies through attacks by air, submarine 
and surface vessel. With increasingly short nights in the 
north, greater losses are to be expected unJees it ill possible 
to neutralize German bases by large-scale air attacks based 
on the Murmanak region, or in some other way to counter 
these increasinglv eevere German attacks. 
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Attack on Murmanalcr 
With these considerations in mind, other military observers 

incline to the opinion that theN azi reinforcements in northern 
Finland may be preparing an attack on Murmansk. Its ( 
capture would give the Germans a submarine baee much 
nearer to the White Sea than Kirkeoea, and permit them to 
launch devastating attacks against Allied convoys bound for 
Archangel. I te conquest would aleo close to Allied ships 
the second-largeet north Russian port-the only port in this 
region that was open throughout the recent very aevere 
winter. Despatches from Helsinki continue to suggest, 
however, that the Finnish army will not teke part in any 
offensive operations this summer-an impression confirmed 
by the current Finnish policy of largwcale discharges from 
military service. 

Meantime, London has announced that a large convoy of 
United Nations merchant ships has fought its way through 
to a north Russian port after a five-day battle against German 
submarines and airplanes. The Admiralty further steted 
that the total of 18 ships out of the convoy reported by the 
Germans as sunk represented an exaggeration of more than 
175 percent. Following this cue, the American press has 
estimated Allied losses as about six vesaels. The same ~ay, 
however the Admiralty announced the loss of the light 
cruiller Trinid4d last month while homeward bound from 
Murmansk. 

Report From Imide Germany 
Further evidence that the morale of th~ Germans h~ n?t 

yet reached the breaking point, or anythmg appro~h~g flt, 
· h whose opporturutles or has just come from Polill sources, . . . . 

observation lend more than average credibility to th: r~~~t~ 
They find no serious deterioration in recent moo m 
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situation inside Germany. The "blind faith" in Hitler is 
still notable. Losses on the Eastern Front, which affect 
large numbers of families, are offset by elation over the 
Army's achievements. In German eyes the struggle in 
RUASia still appears successful. Only a severe setback on 
this front, it is stated, is likely to bring a crisis in morale. 

In some Berlin circles rumors of changes in the Government 
have been making the rounds, these sources say; but even 
should serious changes occur, German resistance to the bitter 
end must be reckoned with. The report adds that German 
communists, who spoke out bluntly, were nevertheless suffer
ing obviously from a split psychosis. While they would 
welcome the downfall of the present regime, in the last anal-

; ysis they would also like to see Germany win the war. The 
communists are very active, maintaining an underground 
press and working with special solicitousness among the 
soldiers, where they claim to be influential. But they should 
be regarded as "National" rather than as "International 
Communists," the report notes. 

Germany in the European Raticm Picture 
Comparative data on food rationing, which has now spread 

to every country in Europe, reveal significantly the relatively 
favorable position of Germany. April reductions in that 
country have had their counterpart in other count.ries of the 
continent, so that the German position, by comparison, doea 
not appear to have deteriorated appreciably sinoe the end of 
1941. The bread ration in Bohemia-Moravia, for example, 
has been reduced to the German level, and the .Hungarian 
bread ration, formerly above Germany's, is now below it. 
A few countries, notably Denmark, allot larger quantities of 
some foods than do the Germans. If the dietary as a whole 
is considered, however, the German position still appears to 
be most favorable. 

12 

a.c.r 
Basic data on current lepl food ratioll8 in 26 countries 0 
~?~ of Europe ~ve been aaaembled by the Eoonomi~ 
DiVI81on of the Coordina~r'a office in a tabular form, showing 
gnuns per week of specified foods legally available for the 1 
various classee of COII8umers-light workers heavy workers I 

old people, children, and so on. These W,les reveal thai 
German rationing embraces more foods and affords a better
balanced diet than does that of other ~ominated coun
tries. Moreover, it is known that the German system func
tions well, thus guaranteeing the availability of the legal 
rations. This is not true in less thoroughly organised 
systems. 

The rationing problem in the United Kingdom has been •\ 
approached on a basis differing from that of other countries, .. 
and gen.eral comparisons are consequently difficult. The 
normal consumer there, however, is thought to be eomewhat 
better off than the same class of CODSUIDei'S in Germany. 
On the other hand, better provision appears to have been 
made in Germany for the special eategories of workers, who 
in turn constitute a larger proportion of the total population. 
In Russia bread and meat rations are both higher than those 
in Germany-but there are reports that for foods rationed 
in Russia (bread alone excepted) only about half the "legal" 
ration is actuaUy available for distribution. 

Laoal and 1M Nane-Ufle(UJI Bedfelloun 

Laval and the Naais are getWig on no better, mainly 
because Laval wishes to give Germany only economic con
cessioll8, according to a report from Vichy. !he.~ eource 
in(ijcates that upon coming to power Lavalllllplicitly agJ'eed 
to let Germany have 350,000 French textile and metallurgical 
workers, whereupon the Nazis went ah~ and enrolled a 
similar number of German factory hands m the Army. Now 
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Laval is faced with the difficult task of fulfilling his hasty 
promise, with the result that the Vichy Government is busy 
with a great propaganda campaign to enlist the required 
number of skilled men. At the same time he is reported to 
have rejected· a proposal advocating a "vigorous defense or 
Morocco" and an eflort to regain the territories under Free 
French control. This rejection appears to be based quite 
simply on his feeling that Frenr,'!,.military resources are 
inadequate for such an undertaking:-

Framo-IU!lian Relati~m~ Contin-ue to Futer 
As for Italian claims on France, a high French Foreign 

Office official baa stated that no formal demands have been 
,;nade. However, the rumors regarding Italian designs on 
Nice, Corsica, and Tunisia continue, and it is reported that 
southeastern France is in a state of uneasiness. Although 
Italy's demands are at present only a press campaign, highly 
placed observers in Italy think Mussolini may get in ton 
deep to withdraw, and may even now feel that he is on his 
own and awaits no real help from the Nazis or Laval. 

Vichy, however, appears to discount the Italian clamor. 
The French Foreign Office, it is reported, considers such an 
attack could only be made with Nazi approval, and that such 
approval is not likely because of German fears that the French 
fteet and Morocco might then go over to the Allies. A high 
French officer, just back from Vichy, was told that the 
Germans were not behind Italian demands. He also reported 
that, while the French would avoid provoking the Italians, 
they will resist any attack. From Ankara it is reported that 
Von Papen aaid Hitler is just egging Mussolini on so that the 
Nazis can later step in as Vichy's protector, and perhaps 
themselves get concessions in Tunis to protect Rommel's 
rear. The renewal or Spanish &nn!lxionis t demands regarding 
French Morocco is believed to b,e a similar form of Nui 
pressure. 

14 

Mussolini's demands appear to have caused a fturry in 
Morocco where a poll of white members of the army navy 
and civilian service in that area gave a return or 90 ~i. 
who are favorable to immediate American intervention in 
this dependency. In France proper the public was said to 
have been highly pleaeed with the great bombardments or 
Germany. 

Continuing AN Propaganda in 1M Near Ecut 
Axis propaganda in the Near and Middle East continues to 

exploit the anti-Briti8h feeling in the area and is arousing fear 

I 
\ 

of the United States by linking us with the Zioniat cause. 
The Axis radio is reported to be assisted by an elaborate 5th ' ' • 
column organization under Von Papen that covers each Arab 
country. 

One of the main themes or the Axil~ campaign is that Presi
dent Rooeevelt ill working to create a Jewish state at the 
expense of the Arabs. The hostility to this plan is such that 
one competent observer declares that the creation of a 
Jewish army would quite probably precipitate a conftagration 
among the Arabs of Syria, Trans.Jordan, Iraq, Arabia, and 
possibly in other Moalem lands. Throughout all of these 
areas German agents are organized as never before, care
fully cultivating pro-German opinion and perso~el. 

Another factor of which the Germans are making good use 
is the chronic disorders of the Kurdish tribea in northern Iraq, 
nortbweet Iran, and eastern Turkey. H.ere tribea that for 
4000 yeara have lived in the mountains as unruly herdsmen 
and brigands have secured arms and threaten the surround
ing country, as well as the lend-lease supply rou~. The 
Axis chargee that the U. S. S. R. encourages these dieor~ers 
as a prelude to annexation. The Turks are extremely aruaous 
to have Anglo-Russian oceupation forces restore order leet 
the revolts spread to eaatNn Turkey where the largest num
ber of Kurds is located. ~ 
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Th.e Turk:iah government baa announced the oonclll8ion of 
an agreement whereby the Nuis, who are arucioua to matcl! 
Allied aid to Turkey, will provide the latter with 100 million 
marks worth of guns, tanka, planes, eto. A commi.eaion lias 
left Ankara to discll88 this arrangement with the Reich. 
The Turks fear the Nuis will insist on German " technicians" 
accompanying the ma~rial, but it is reported that Ankara 
plans to refuse this demand . 

Castillo Mu:zlu the Pru• 
I n Argentina, Acting President Castillo issued a decree on 

May 29 prohibiting the press from printing Congressional 
discussion of foreign affairs or the state of siege. The decree 
~eotively mu.zzles one of the last means left to public opinion 
to express the prevalent criticism of Castillo's policies, and 
reftects the executive's fear of strong opposition which was 
certain to ring through the balls of the Chamber of Deputies. 
The prediction of certain observers that Castillo would find 
some pretext to dissolve the Congress (The War TMa Week, 
April 23-30, p. 17) may well be on the road to fullillment, 
although this particular method of silencing the opposition 
bad not been generally foreseen. 

Latest reports indicate that Radical Party deputies have 
already expressed vigorous opposition to the new decree, 
probably bringing the dissolution of Congress a step nearer. 
Some observers believe that Castillo may feel himeelf forced 
to dissolve Congress if it insists on the continuation of its 
present policies. Such a dissolution would presumably m~ 
the destruction of the parliamentary form of government IJl 
Argentina. 

Ecmwmic Diatreu in Latin America 
From Latin America generally come reports of economic 

distress and serious food shortages, either present or impend
ing. There is a meat shortage in Peru, a ftour shortage in 
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Ecuador, a serious shortage of rice and wheat ftour in Ven&o 
zuela, and critical food shortages are reported from the 
West Indies. Puerto Rico is among the islands where a 
Jack of the basiG food ·staples, normally imported may 1 
GBu&e famine and disorder. ' 1 

Rioting in Nassau recently brought the Duk.e of Windsor 
hurriedly back to his post. The situation there is aggravated 
by the dependence of the inhabitants on outside income. 
More than 67,000 people are grouped on some 20 islands
spots of land which are low, Bat, and sandy, covered only 
with a acrub of pine and palm. Income from shipments of 
tomatoes and from a thriving tourist business provided the 
chief support of the predominantly Negro population. The ' \ • 
plight of the people of the BahamM and resulting social 
diacrder are believed to be only a preview or what may be 
expected in many other localities where a commercial economy 
dependent on oversea connections is being strangled by the 
war. 

In Chile communists are aaid to be leading the striking 
laborers on the railroad which connects Tooopilla with the 
nitrate and copper mines in the interior. This is probably 
only a struggle for better pay or better working conditions, 
but the Chileans are watching the situation with concern. 

Anti-Democralic Fqrua in Cuba. 
Anti-democratic groups in Cuba are striving to prev~nt tho 

government from restricting adequately the opera~ons of 
Axis and pro-Axis elements in that co~try, according ~ a 
current study by the Latin American Sect.Lon ~f the ?oordina
tor'a office, -and this despite the democrah? eentunen_ts or 
most Cubans and the whol&-hesrted cooperet1on or President 
Batista with the United Nations. Cuba hilS long ~n tho 
center of Axis propaganda and activities in th~ Canb~n 
area. And the arrest and internment of Prince Camilo 
Ruspoli Caraciolo last April revealed Cuba to be the head-
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quarters of one of the largest and most efficient spy rinp in 
e.lll.6tin America. 

The pro-Axis groupe include collllel'Vative bueineee and 
social leaders, influential journalista, congreeamen and offi
cials. The Spanish Falange, with headquarters in the Spanish 
legation, is the largest and most dangero\1.8. Its members are 
chiefly from the large Spanish colony, which is overwhelm
ingly pro-Axis i.n sentiment. They are acti_ve in espionage, 
sabotage, and m cultural propaganda agamet the United 
States. There are several related totalitarian organizations, 
iDcluding the Uni6n N acional U craniana Cultural (N ali01l4! 
Ukrainian Cultural Union) and the White RU88ian Uqi6n 
N at:Wnal Revolucionoria Sindicaluta (National Revolutiona'll 
..811ldicali1t Uqion), eome of whose leaders have reoentJy 
reoeived prieon sentences for espionage and conspiracy. 

These various organization& have intimate connections 
with high Cuban officials and Army officers. Falangiataa in 
particular have worked their way into influential posts in 
every branch of the government. Men reputed to be 
Falangiataa include a. minister of state, the President's 
secretary, a.nd a high police official. Some of these a.nd &leo 
a number of congresemen have U8ed their influence to obtain 
the relesae of enemy a.genta. Probably fewer than a hundred 
aliens are now interned in the concentra.tion ca.mp on the 
Isle of Pines. It remains to be seen whether Ba.tista's recent 
decree forbidding further immigra.tion from Germany and 
the Axis occupied countries will be effective, and whether 
other war efforts of the executive will successfully overcome 
the strong anti-democra.tic forces in Cuba. 

The wavering chara.cter of current Cuban policy is indi
cated by two acta of a diverse na.ture. On the one hand, 
Congress has jU8t voted to sever rela.tions with Vichy and 
with Spain, with Batista's approval practice.lly assured. On 
the other, Congress has rejected Batista's reoommendation 
for recognition of the Soviet Union. 
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TBB RUSSIAN PETROLEUM POSmON 
I 
\ 

II tbe R-lan ormleo lbla aummer ""'ob~ to !Weal behind tba Volfa 
River, tbe Soviet Uol011 will Sod lc.t petloku.Dl pocltJon sn.veJy th~Mootd, 
....,.,una to • I'Oport prop and by tba Eeooo....., Divlalon oltbe Coordlnat<>r'• 
Omoe. Tho report rurtber ttt.tel, however, tb~ tbe tenttorfll IOIIM whJcb 
Ruoala bod au6erod bylbe end ol 1041 did not deprive lbe nation or IDJ very 
eJte.DJive petroleum retOuroee. On tbe cootrU'1, tbe.e to.. ao'u.U, reduood 
RUMia'a uoo,mllll..,. oonaumptlou, On lbe olber band, lbe looa to tbe O.r<nana 
ollbe .,.. bel....., lbe -•• frool and lbe Vola• would uocltnllloa tba wbolo 
Soriel oU poo!Uon, M lbe ......,pan7fna map rovella. Bm tba Null aro 
apparonUy lar ...,. IDtanalad ID deprlrioalbe Ruaiana oltbe oQ o1 tba c..,.- • \ 
lbao lbey .,.. ID OOCiulriuc II lbe_l_ ('llc 11" .. ftu ll"ttl, 14ay 21· 21, • 
pp. 1~20). 

Tbe map _.wiD ~ '""" lbe dal& oo wbleh lbe abe'ra ootldu
aionl .,.. bMocl. lo I 040, tba total pol.rOieum produdloa ol - (udutln 
at Poliob ,_.........SID IN8) - 12.8 millloD-- -b\110<1 u 
lollon-tbe C.U-... (28.8 mlllloa toot), lbe Urai-Volp rqjoo (U miDioo 
toot), \be .Uiao J'081ono (.7 million 10111), IDd tbe nortbei'O ball aflbe loland ol 
Sal<balin (.t mWion tona). Re&lna lldllllot, botb erudo and cnctlo" Olllalod 
io tbe aame ..._.....,pple.,.,.l«< by..Soerlet U.lbe tnraiJ>e and U. lbe cllairiel 
about Moeoo". Furthermore, coD.IUmptlon Mtlmatel aua,cert tbt even btfo,. 
t.he outbrMk ot wv with Germ&D1, tb«e wu • eerioUiahortf.le ol peolloe for 
mllltary ._ aod probably lillie luel ... u.ble lor aoeumulallo& eto<U-unl,.. 
the Sovid authoritlea had al:reldy curt.&lled ooo-mD.Itary oon~umptloo. 
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Tbo -od or "Vo"*" U... - the 1.- t.o lbe Ool1D&IlO o1 ... '7\bloa 
...,.. of tbe Uno Allnk~~..-()orkl-VoJocda-Anhaoaol. 
U tbe Nulo puobed tbo R...s.n. beek lblo far, tbo SovS. J)Oln>laum poollloo 
would be very Mriou>. On tbo bulo oll840 ll&uroo. lbo !NO dlotriol- of lbo 
Volp Llno (Zonoo H) would bovo a pn>duotlon of oaly about 4.8 million 1110trlo 
1.0111 (annual rel!Dlo& oapaolty: 8.4 mlllloa toao llNI&bt ruo, :u mlUion tono 
e-TKidn&) to tupply an e.t.lmated non·mOit.arJ OOD.Iumptlon of 7. 7 mJUfon metric 
tonJ.. 

A retreat boblod the third or 11lntenned.lat.6"' Une (Ourev-Ural.lk-Bululuk
l tbovek and thenoe north along: tho Allan border) would aunvato Ru•l•'• 
petroleum ehortage. With estimated non·mDJt.ary coneumptJon down to 5.8 
million metrlo toni, the production of the area atfll uodor Soviet oontrol (Zontt 4. 
aod 6) would bo about 4.4 mlll!oo lone (mining capacity: 8.2 miUlon toM otraicht 
run, .1 million tone crruldn&). Finally, the loee ol aU European t.errftory-1. t., a 
withdrawal to the founh or "Ural" line-would place RUIIIa to a eomplete11 
untenable petroleum poeltloo. 

R•on<diol M..,_ 

-' The forqolo& eotlmaloa of oo""""plion obvloualy do ootlodudo uy allow
ance for es:poN, atoeb, or mnita.ry uae.. Aa fo:r es-port.t aod llocb, lt. would be 
imprac:tkabM to dh1de them aceurately be.tween the UfreW' aod ooeupled IODM. 
Mllitarr oonoumplloo, wbl!e aaturally falliag .alircl7 lo lbo free oono, would 
ICiof'Ctly ftmt.ID at the u.me or at. ao1 pred1d&ble Jevtl behind auoce.lve Unet of 
wUbdrawal. Tho lnclutton of theee faeton would reveal at.W more ete&rly the 
eriUca' &&PI be~ween con.eumption and production In tbe .,.. pretu:med to be 
bold by Soviet Cor .... 

There It, mort10v~r. apparently no utlsft.ctory eolu:Lion for Ru .. lA't petr<tltum 
thort.go In tho Soviet Union lteelf. Moat of the propoHd expad.lente otrer few 
around• for opthnlam. Tho Soviet. have doubtleu already tovercly Umltod 
non·mllltAry oontumptlon of petroleum; auch mea~uret, however, would probably 
prove lntuffiolcmt, tbould Ruuta tull'tr further territorlalloeeee. More utenelYe 
aud more effick!nt operation may have lnert:ued t.rude oil production tt.nee 19-(0, 
aod may atUJ further lnercuo it. But thlt would be a frultleu expedient, if rt:ftn
ln& eapaelt.y did not lneruee equally. The Ru.Miant mJ8b' evftCiuat. rdloln« 
faci.Utlet to the tNt. Tbll would be a alow proeee~, however, and It la uaiJtely 
that. the So•tete would bo able to effect. any l&r1'1'4Cale trantler uoder war 
<On<iltlo ... 

Tbo lmponallon ot ~fiolnc equlpmmt aod ot- petroleum pn>duet.o from 
tbe Uoll4d Stateo It a final -">Ia oolullon. Aireody tbe Sovlolo are .-tvlog 
tome ablpmenta ot motor fuolaod m!Dlog equipment fn>m lhlo ooootry. YtLibo 
emliDIItraln oo Allied lhipplnc an<llniDOporl dltlloultleo In RUMiai ... IIWOilld 
probabb' provtot. Amtrtca.n aJd from beoomloa a dedalve fKtor ln nUe't'!a& 
Ruaia't petroteum abortap. 
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THE SIGNIFICANCE OF GERMAN MANPOWER LOSSES 
InteUJsenae reportl aod senet&l &oonomlc an&Jyaee ol t.be Getman pottUon 

JCre8 that a abor1.&8o of manpower bu helped Mt ao upper Hmlt to bodtarmameni 
production and mlllta.ry uUon. In thll respect the Oennan poe.IUoo baa de,to
rlorat41d ln t-ho oou.I'IICI or the p&at year, due to heavy manpo'ft'6J" Joate~ on tbe 
Ruaeian Front. Permt.nent IOIIM, from Juno 22, 1941, to April 1, lG-4~, .,.. 
ee:timated by the Coordinator of lnlormatlon at approximatel,y 1,400,000. 

The milit-ary tlplfteaoee of theeo 1011181 may be IUmDll.rb.ed u rouo ... : 
I. Sinoo tbo o11'o01lve agalntt R11111Ja. wbloh G.rnaey malolalnod for tile 8nt 

tix monthl of tbe war, required a lpeUbead of 101J.Jl& vi&orout aod ,...-lve 
- aod alnoo It wu maiDl.1 fn>m lbo ..._ wblob ...,. ol mUillry ap Ia 
Gonaal>y afltr tbo rolotn>duotloo ol Wllytrtal •Jainin& in I e33 lbot !."-~ 
aui:K have beea d·rawa, It appean probable tl:&at. u lDAD1 11 a m01ioa ollht per
manontlooooa fdllo lbe 110 gn>up 21-32 ,..,._ 

2. U aooouot II We.o ol a IIJ&bt Dtt IOCret.JOJJ, the total number ot Otrmaol 
aged 21-3'-lfit for mlllllfl' oonloo m&J' tbua bove faileD ln>m 5.300,000 to UOO,OOO. 
iD lbo period Juno I HI 1.0 April I H2: a looo ol about 20 pe"""l.. It obould be 
ootod lbot ~be total number of G.rm&n~ln lblo ago group lolowtr tboo oonaol 
duo t.Olbe doo.-cl birth ralO oil 814-1& 

3. Sinno v!J1,uall1 all 6~ menlo tho 21-32 ago gn>up bod boeo aboorbod Into tile 
armed fol'OCII by June 1041, lhetelOIIM have been replaoeabloonly by older meo, 
from 33 to 47. Although It I.e ~Ueved that in June 1041, 30pereent of t.be older 
men were So mJllt.ary tervloe, they e~ved for the most p&Jt in auaill.ary mUit.ary 
formatJoDJ or In tho s:round portOnnet of t,he afr force. It. la mlmat.cd tha&. only 
eome 1,500

1
000 men of tht11 age group were io d.Jvitlon&llormatlone, repr80ntln.g 

about. 20 peroeot. or Oennan divlalonal atrt:ngt.h. Due to the replace.men~ of 
younger by older me:n ~hl1 proportion Ia now believed to have riten to about. 86 
percent. 

4. It Ia probabto that. p.naer, mot.orbed, and mountt.lo diwiliou han betn 
broc>gbt baek to fuU otructb ettb<T fn>m - youog .-.or brthe t......r., ol 
..., in lbe 21- 82 &&• gn>up; but Oe=ao ._ bavo rodueod tbo oumb<T ol 
&m-lloelnfaolry dlvlolooo br about ao. 

The ooooom1o o!pl4...,.. o1 lbeoo ._ may be ownmarbod u followo: 
I. Tho large call-upo o1 lbe 8ra ball ol IHI ._,cual4d lUI alreldy tl&bl 

....,po..., aiuatloo 1o Oormaa indu>lfl'. ~Ia toot tbo form ol-. 
forelp worker&, priooooro o1 war, ~ aod otbtr Inferior work.,. M • 
...WI, dv!Uu pn>duolloo wu furlbor rodueod, in ao dfort 1.0 maintain mUillry 

ou~u~ noted aboTe 1<*11 on tbe EMkm Front have neoet~itat.ed the uUina 
up of more t.hao one 'mtuloo 6ddlttonal men from t.be 83-47 .P poup. DNplt.t 
tbe 1treououa e1fortt wbJcb have betD made to •ubltltote foreign ud priton 
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lol>or, ~ ealki1» haft Pf0bll>l1 .-• turtller ded!De In totol output_ To 
the ute~~t lhal olvWoo j)f<lduotloD oouJd be reduced, thla bee W>doobtec!J¥ beou 
dooe; but the j)f<lduotloa ot .. rtola mDJtary Ito- m11 haYO beea alfl<'IOd M 
well, &ltbouah tbere II, M yet-, oo evidence ot tueb ded..l:a•. ' 

8. h lo belloved tbal turlher oubatooUolloeeeoiD the Otnnoo annr wlll,..wt 
either in a reduct.loa or t.be O¥t.r•&lleiae of the German mlllt&ry fllt&bU.bment 

0 
U tbal .. tabllobment lo molocoloed by oaii•UI», a deellne In Otrmoo mrui..;: 
production. No Important maraln of trr.noferablelabor lo believed to remolo In 
Otrman elvUiao lnduotrleo. --
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APPENDIX m 
DBAZHA MJXHAILOVICH: TUB POIJTICAL PACTOI 

The Amerlnao P- hee reoounted Ia detail the ezploho of Otnerol IM•ba 
Mlltbailovlc:h, cuonilla ruler of • quarter of Yuaoel&via'• former &.errh.ory, 'l&ln•~ 
whom the Axlt Ia now report4Kl \0 bo eendtna :U divlelone.. Somewhat. lm t

1 
koown of h.la polltJcal toodenc1et, on whl<1b a coofldentlal repon. eboelted •&•Inn. 
Y~v oou.- ctveo oome olcnllloaat detallo. 

The pro-tea~ political vlewo ot tbe Oenerol are oometblnr of a mynery. flo 
may have been a member oitber of the ro7alltt White Haod or of Itt opponent 
the demooratlo Black Band. C.rtolnlr be wu aa ad•-te of a -banl•od 
army~ and W&IIUipiciOUJ at ao early date of t.be polidcal torah,, ot tome eltmtatt 
amon,: the Slovenee aod Cro&t.e. 

Mi.UoU..W. ofOd lAo 8«iollot. 
Siaco the orpnlaatloo ot blo "-1om Azmr aod blo appoiJ>IlDHt u Y""""v 
~llwhlel aod miDINr ol•ar, Mltballonth'o politlcalorloat&Uoo hee 
b«ome oomewhat .-. 0.. otlaunr, ..._w, tbal 1M 0toero1 II Ia - · 
aumieatioa wftb 8t&Ua1 belle•• tba&. he ble eat&blithed a Wlilt. eoda&tJo ,.. 
gime-perbapo aatl·mo!WOhlal but aot aall<lerical. Otbu -...n -• 
tho• Mlkhallo•loh'o ooclallot leamlnp are more._,.., tbao NO!. 811 pollc7 
of ..War aad tatlonlnr the oeaotroupplr ot maaulaetured rcedo Ia the ttrrl10<7 
under hil control, tbe.r poln~ out, II tim;ply a o.aturalwv upedltat.; lhe ptMA.n\.1 

would not undenta.nd it. lr he falled to do eo. Furtbenno~. the Yucoela• 
TroteldJtea apparently oppoee blm, wbUe a Commu:nlat covt.romenl and army Ia 
Montenegro exlet. Independently ot l.iUtb..Uovfch'• owa. roroo~. Report.t aua:•t 
t.bat the Yugoel&v Oovernment,.ln-ExUe hu been doing ev~rythlng poe~lble to 
reooncUe Mlkbollovleb and the C.mmunlllo. 

Pro-Ru.,iort 7'•~• 
U Mllthallo•lcb lo not pro-Communlrt, he lo olmoot oertololr P""Ruoolao. 

Thlo latter eentJmut lo of lona otaedtnllo Serbia. aod boo praetlcollT notblar to 
do witb Commu.nllm, about whlcll &be Serb peaaa.ct bu oaly tbe •ac:u•t. nodoae. 
Wltb RUIIIa G&hllar lhl- eoem1 u 1M Yuplan, a ,...,...., ol tba old 
I"''RUIIian feellnr wu Inevitable, aod It boo dollbllell added ..,..,.b to tba 

reo~otan .. ol Mlkhallo¥f<b'o rum!lla """1· 
~ )llkhallo'ltd>-llka-..-Seri>o-11-tly ,,_"' 

op!M*d to lhl - Whit& - retupe .......,, Ill Y""""vlo 
(oltbOU(b oao ollhom, Mabin, II CIClllal>ovatln 'lrilh hha). no- emlpH ba•e 
loor been mUltaotlr ants.&ritl, aod belovo 1939looted to DIU.. to o•ovlhre• 
the -·• Ruorlan NCfme, AI tbe- lime the7 have ottto ohowa teollnp 
of dlolllte tor tbe 8erba, wbo lo tutD -.oted the favor they eoJored 'lritb the 
late Kina Alexandor. Before tbe war tbeoe refU(OOI ealtred the Yu1oola• """'· 
eivU eervlce, poiJee, a.od t.Mch(D.J prot-'oo: DOW tbe Germaal.,.. • ppe.rea\ly 
lraialaa them to be tulwo admlnlotral<>rw ol Nul.-upied RUII!a. 
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llltmi<IIJ>.otro .. 

On lnteroal q-oa, Mlkhallovleh'• poe~ orleo1atlon II llbeno~-<~e
eratt-• leAl\ 10 lud3e by \be cbatt.eter of hlo ehlef lllutenan~& Oo Blohop 
NlkoiAJ wo hive llule precJoe lolormo\ion. Bu\ of l>nflohl Vutob and Ouie 
Dm.l\riyanlch, we know that bet ore le39 they were membe:rt of the e,_k.l Club, 
a g:roup or radical lntellectut.J.e, who &dvoeated a ~"&ter dtmoorat.bat.lon of 
Yuga.laviA'• covommeM. or tble club Slobodao Yovanovlch, DOW pre.mler ol 
c.he Yugoelav Oovemmon~ln-ExUe, wu al&o a member. 

A final clement In Mlkballoviob'e polltlcalldeolocr le lbot he ogrooo wltb tho 
new Yugo&lav governmen~ In repreMntlng the uYugoelavH Idea rather than the 
"Great Serb" MplrallotU ol Dusban Simovicb, Yugoelavta'e Hetronc: man" of 
Aprll 1041. Thl• oonnlct or ldeu between the two geoeralt t1 appa.rently one 
reuo~ why tho more democratic el~ment in the Yupla.v aoveroment IO&itted 
thAt KJng PeW!r re.r.oove SLmovlch u mlnllte:r of •·ar. Furthermore., Mlkba.l.lovlch 
evldenLiy followt a rule that no former YugOilav gonenJ can be a.n oft\oer In h1t 
army. Thele ce.oe.r&lt he oontiders failures a.od foUoweJ"' or a wrona phJ.loepb7. 
In abort, Mlkhl.flovlth aDd the gonmment at. London aro appa.re.oUy k)1A& to 
.. eep out u m.anyu poee:[ble of lhoee elementl thai. led tbdr oouat.r7 to del eM 
lMt year, and to ereate a more dftnoeratic Yu.plavia of the futun. 

APPENDIX IV 

lAPAN'S NEW AMBASSADOR TO RUSSIA 

Confidential reporto \bol tho Jopan- may be lnWo1U.1 the.,..lvoo lo tho 
pouiblUUee of arrao&los a peaoe be-tween Ruata aod Germaay bave &roUIOd 
tot.e.reet. In the baokg:round and eareer of Sato Naot&k&, recently appointed 
Jopan'"' Ambaooodor to RuNio. Blto •u bora lo tbe R1Qkyu laloodo In 1882; 
waa adopted tate hll wllo'a famUy, whieb bad a diplomatic tradition; ent.ered 
tho forotcD 10"loe and oerved ouOOOIIIvtly In Sl.. Peterob"'l, Kubin, Poria and 
Woraow. In IG30 be-- Ambaooodor 10 Bol&iwo aod from IG33-IG37 ,.. .. 
Jap&Deee Ambaaador to Fr&oce, He rt':pftllltDt.ed lapao at Geneva for MVtrsl 
moothe durin& tbo Maooburi&o dlol"'le. 

lA IG37 wbeo 8110 ro1W110d ftom Froooe 10 Jlp.\0, be •MI!>I>Ointed F'ortlp 
Mloimr iD tbe then ...,ly ,.,._ Hoyoehl Cobloec.. Be bod - lo Jap .. 
.... than throe ye ... durioa thirty...,. ye .... or diplomlllo ...-. Tbe Am,y 
wu UepdetJ 11 to whether be ... tut&eieotl.7 Ti&'oroua to uny out what they 
<001i<lerod proper pollcloo, ood \be ultr•potriotic pU11oo ow-<! hlo bo.odlloJ 
or tbe Chineee tltu&t5oa, partieularly bfl aa.nounC~t~Deot thac. aecotladou with 
China muet be ooaducted u between equak. Sato wM favorably re1&rdtd by 
Wear.emer~ who ooot:ldered hll nglm6 to be ''liberal" aad "int.erDa&loaal ... 
Japaneae preuure on China. however, WM carried on whbout rtlt.xadon, &nd 
about a month alter the rotlgn.Uon of tbe Hayaahi Cabi.Det war broke out bet weco 
t-h& two countrloa. 

Sa to Ia one of tbe ablett and ooo of tbe tmoothelt ot Japan'• prolculonal dfJ)IOo 
matt. Be poeee u an exponent of Japaneee lnttmaUonallam, &nd ho prtfe.l'l 
dJpJomatlo 6n0110 t.o h&tth dtmand• and bellicote tt.&teme.nt.. He apparently 
hu no pet tdeu, a.nd t. ... td to be wU1Jn1 to promote t.lmoet. aoy OOUrM ot aetlon. 
Be te well fttt.ed for a pott where bit rolo would be t.o keep rel&tlont amootb, bul> 
1o the-\ hlo mild ......... b .. OOII hN oileD beeo tho P""'.,_ or clrutic develop. 
meoto lo J • .,., ... policy. 
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374 

June 4 , 1942 

TO: 'lll E SECRETARY 

FRml: MR . KAMARCK 

SCBJECT: NAVAL STATIO!! I N 'i'IIE PACI?'IC - ·~ 
1. The Japanese planes which attacked Dutch harbor 

yesterday probably came. fron a Japanese task fa'ce of two 
a ii:crafl carriers and several cruisers . (This is the force, 
win ch ~ reported to you last v;eek, M& moving north f r om Japan . 

"e have three or four cruisers in these waters , 
a seaplane tender ann the aircraft carrier Saratoga (now 
uack in service af t er t he CorRl Sea Battle damages) i s moving 
towards the Aleutians . 

2 . The main Japanese strikin~ Coree is now 
someMtere in the vici nity of widway Island . This force 
is composed of five aircraft carriers, s i x seaplane tenders , 
four ill ttleships , and ten cruisers . (In the modern type 
of naval vtarfare , this force represents a tree~endous con-
centJ•atim of strength . ) 

'•e have four air craft carriers in the llawaaian 
waters . The three bat tleships out of action are still in 
Pearl Harbor . Our main fleet is bel ieved to be somewhere 
off our Pacific Coast . 
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TREASURY DEPARTMENT 

INTK" 01"1'1C::K C::OMMUNICATlON 

DAnt June 4, 

TO Secretary Morgenthau 

Mr. lamarck 

SubJect: Susaary ot Military Report1 • 

Italy 

The ta1lure of Gel'lllany to supply in full the Italian require

cent• tor glycerine 1e jeopardizing the ma1ntenanoe ot Italian · 

ot exploe1Tee. 

LU.l. Operatione Report, June 4 , 1942~ 

Yalta 

Reintoroemente ot 27 Spitfires arrived on Wedneadsy. (Air 

attaoke on the leland, r ecently, have dwindled ott to i neignit1oant 

oroport1one. The German Air Force, detested over Britain and over 

Uoeoow, haa now added Malta ee a thlrd eetbaok to ita reoord.) 

LU.l. Operat ions Report, June 4, 1942~ 

Geman Nux 

The Brit1eh eat1mate that the German battle oru1aer Gneieenau 

will be out or aot1on tor e1x to twelve months more. (The One1aenau 

ia in the Polish port or Odynia and has one turret removed and t wo 

turreta under repair. Britieh air attaoke on t he Gneisenau have 

already kept th1a ehlp out of operation einoe Uaroh, 1941.) 

LU.l. Operation• Report, June 4, 1942~ 

Ne- Ruet1tn Wtapon 

A Rueaian deatroyer engaged in eaoorting a oonvoy to North 

Russia ola1me to have ahot down tour German boabera on May 29. 

The deatroyer tired an anti-airoratt barrage, ueing a new type 

ot shell, part high exploaive and part shrapnel. (A hlgh exploaive 

shell, of oourae, is a projectile where the damage ie done by the 

fragmentation ot the ahell-oaae: ehrapnel, where the damage ia 

done by pelleta in the ahrapnel-oaee whio~ are epreyed out on 

exploding. ) 
LU.l. Operations Report, June 4, 1942~ 
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TREASURY DEPARTMENT . 
INTEit OI"'''CE COMMUNICATION 

OAn June 4, 1 

10 Secretary ll.orgenthau 

•~oM llr . K-rclt 

Subjec~ SuliiJDery ot IUUtery Reports 

Attack on i:uen 

The ll.ondey night attack on the Eaaen sre8 wee m8de by 726 
9lanee droppi ng 795 tone ot incendiaries and 440 tone or hiF-h 

_.xploeivea; the t ot al tonna~e· dropped was 1235 tone . Accurate 
identif i cation ot the target was difficult owing to ground 
haze and clouds, but msny intensive tires were reoorted. 

On the following day, Tuesday, three lloaqui toea bombed Eaeen. 

On Tuesday night, 195 bombers were sent to bomb Essen 8g8in. 

LU.I. Operations Report, June 3 , 1942~ 

German InactivitY in Invaeion Porte 

Intelligence reports cont'irm t he f act thAt there is no German 
activity in preparation tor en 1nvaaion ot England in the immedia te 

future. Scme long-term projects are etill being cont i nued, how
ever, euch ae the construction ot extensions to Boulogne harbor 
and the conetruction ot' invasi on craft. These ve~eele in the mean

time are being used tor other purposes, such as supplementing the 
anti-air craft detenaee in the channel porta and elsewhere . 

LU.I. Operations Report, June J, 1942~ 

German NaYY 

The Br1tlah Navy estimatea that the Germans now have about 130 
eubmarlnea available tor operations end possibly will have a maxi
mum ot' 200 by Augus t . (The present figure representa a decrease 
ot 100 f rom the J anuary 1 eetimate. It ie rou~hly equivalent to 
the h i gh point reached in the laet war, April , 1917, when Oerm~ny 
had 13~ submarines in operation.) 

LU. K. Oper~t1ona Report, Way 21-28, 1942~ 
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