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HMJr: 

Operator: 

HMJr: 

Allan 
Sproul: 

!lMJr: 

S: 

HMJr: 

S: 

'!MJr: 

S: 

HMJr : 

S: 

li¥.Jr: 

S: 

HMJr: 

S: 

HMJr: 

Robert 
Rouse: 

Hello . 

Sproul and Rouse. 

Hello. 

Hello. Good morning. 

June 17 , 1942 
10: ~4 a.m. 

Oood mor ning. How are you? 

Fine. 

~~t's it look l ike to you th1a mornl ng? 

Well , it looks the eame t o me as it did yester­
day. 

"'ell . .... 

I think the fiv e-eighths ot February first or 
f i fteenth, with r eference to the first on dating, 
is the first choice. 

For - you mean the first or fifteenth? 

Ei ther the first or the fi fteenth, with the 
or eference ae to da t ing t or the first. 

For the first. 

Yeah. 

\vha t do you base y?ur pre terence on? 

Well, tha.t' s on the - a more technical oueetion 
that Mr. Rouse can anawer better t han I. 

All right. 

2 

Dan said yesterday that hie idea was to - l ooking 
f orward roughly to tour 1eauee, and having them 
November 1, February 1, May 1, and Auguet 1, wh1ch 
make good sense to me and the - I t hi nk the market 
woulo rather like it, too. 

-
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HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

l!MJr: 

R: 

iiMJr: 

R: 

S: 

m~Jr: 

S: 

l!MJr: 

S: 

- 2 -

Well, Dan Just gets these i deas, you know. 

(Laughs) But ..... 

Dan says he dreams them. 

...•. as tar as oricing i s concerned, the first 
or the fifteenth doesn 't make any difference. 

Yeah. It doesn't? 

No. The market will take it well either way. 

3 

'"ell, let me ask Dan why he felt that way yesterday. 
(Talks aside to Mr. Bell) 

'.tell , i t's just Dan' e orderly mind. He likes to 
always have it on the aame date , you see. 

(Laughs) Hie Judgment's pretty good on that, 
I think. 

Yeah. You don't think t hat even ?ebr uary 15 would 
b e too sweet? 

I do not , no. 

Nor do I. 

I see. 

Either way, it looks like the value would be 
between three and t our oente, that i s, a little 
over a tnirty- seoond. 

Yeah. Well, now, let me ask you this. Tnla 
oueation now with me has g r eat i mportance. Let' e 
eay we make it either February first or fifteenth, 
which doesn't make a hell ot a lot ot dltterenc~. 
Do you reel wi th the bill rate posted at three­
eighths and now we come along with this, say, 
t his issue that in three months- I mean, again 
we ought to be able to do the same thing at the 
same rate. I mean, will this stabilize the thing, 
that's what I'm getting at. 

Well, I think this tits in with your- with t he 
blll rate at three el ghthe, yes. Now ... .. 
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HMJr: 

5: 

Hl~Jr : 

S: 

HMJr: 

S: 

f!MJr: 

S: 

HJ.!Jr: 

S: 

~!Jr: 

S: 

- 3 -

You eee - go ahead. 

Now, whether it's stabilized or not depends on 
whet your ruture polioy ie with reepeot to ratee. 

'Nell , my men t ell me that e1noe we've talked and 
you etabilized a t three-eighthe, all the short­
term eturr has gone up about an eighth in yield. 

IJh huh . 

Now, between now and the next three months I don't 
want it to go uo another eighth it I can helo it. 

'iell, I don't think the fixing ot a. tive-eigbthe 
rate on this ieeue would oau1e that. 

I mean the people wouldn't r eel that this is a 
c reeoing rate in. the certitloates and we can 
expect t o maybe get another eight h out or the 
Treasury three months trom now. 

·~ell, I can't say th.;a t they wouldn't - wouldn 't 
be some expecta tion or tha t, but I don 't t hink 
thie i ndicates that •.... 

Well, Allan, with you on the Ooen l~arket Com:n1ttee, 
could I ask you - will you t ry to stabilize it tor 
me now at this rate it I do this. 

It that's what you want , yee. My own view is, 
and I think you ms.y knov, t hat somewhat higher 
r ates at short term vould be preferable rrom the 
standpoint or breadth o r the market; but it you 
·~ant it atabil.lud here, we vould try t o do it, 
that ' s unouestioned. 

Well, what I'd like to eay, tor lnetanoe, today, 
"Yes, I would like to have lt done unless t here's 
some new situation a riaee which I don't see at 
the preeent; and if eomething new oomee U?, why 
I'd like to sit down and talk to you about it.• 

Well, thet'e what I would oont emolete. We'd be 
discussing i t with your oeool e right along, and 
this - that oueeti on wo uld be one ot the t hings 
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HMJr: 

S: 

I!MJr: 

S: 

I!MJr : 

S: 

ID!Jr: 

S: 

HMJr: 

S: 

HliJr: 

S: 

lfl.,Jr: 

S: 

HJ.!Jr: 

5: 

R: 

- 4 -

we'd be discussing; but until we come to some 
other understanding, that we would keep the 
rates as t ar as we oan on thi e basis. 

Unless somethi ng new ari ses, and t hen I'm ooen 
to a d1scuss1on. 

Yes. 

That ' s ta1r, isn't it? 

Yes. 

I pay that's t air, isn't it? 

Yes. 

'libat? 

Yea. 

Well , I'll. ...• 

There's another item on it, Mr . Secretary. 
Taking the one halt per cent certificates nov 
outstanding - we're watching th~ee rather cl~sely 
with a view thet when they beoome ninety day 
oaper , that while the three-eighths won 't publicly 
aooly to them, we e~eot them t o sell at about 
three eighths at ninety days. 

Yeah. Yeah. Well, that' a ell right. ·oell, I 
hav~n't talked to Eoclee yet. I'll ta~k to him, 
and then either Dan or I'll cell you beck sea1n. 

All right. 

It wlll be within the next ten minutes. 

Fine. 

Tbe t i s , prov 1ded the t l~r. Eool ee wlll be through 
in ten mi nutes. 

(Laughs) 

••ell, I think he' a uo on the Hill. I'm not ru r e. 

I 

5 
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ffi{Jr: 

6 : 

f!!.IJr: 

S: 

ffi!Jr: 

S: 

H!I.Jr : 

- 5 -

\~ell, then I '11 have t o talk t o whoever the 
second men 1& ther~ . I don't knov vho it is. 

Yeah. 

But between now and eleven you'll hear from us. 

All right, fine. 

If you don't mi nd etanding by. 

Right. \~e'll be her e . 

I t hank you . 

• 

6 
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I!J.!Jr: 

O'Perato r: 

HHJr: 

Hello. 

J une 17 , 19~2 
10:51 a.m. 

Chairman Eccl es i e on the fUll. I have lUae 
Egbert , h i s secretary. 

Hello. 

Mi, 
Egbert: - Yes , sir. 

I!MJr: 

E: 

RJ.!Jr: 

E: 

RY.Jr: 

E: 

HMJr: 

E: 

l!MJr: 

E: 

HMJr: 

t!ias Egbert . 

Yea, sir. 

rhey say Mr. Eccles i s on the Hill? 

~ee . They started the hearings this morning 
on the banki ng amendment. 

Oh, yes. Well , now, who would - who can I t alk 
to about th1e financing , because I 've go t to 
make U'P my mind in t he nex t ten mi nutes. 

Uh huh. Well, now, I - let ~r fi nd out and have 
them call you back. I · th i nk i t will be either 
Governor Evans or Governor S~ymc~ak. 

Well , one or the other? 

Yea. 

Will you do it right awa7, please. 

All right, sir. I 'll be glad to . 

Thank you. 
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HMJr: 

Operator: 

HMJr: 

Mr. M. S, 
Szymczak: 

Hl·IJr: 

S: 

HI'.Jr: 

S: 

Hlt,Jr: 

S: 

HMJr: 

S: 

IP.·IJr: 

S: 

HMJr: 

S: 

HMJr: 

Hello. 

June 17 , 1942 
10:56 a. m. 

l4r. Szymczak calling you, F~deral Reserve . 

Hello. Hello. 

Hell o , itl'. Secretary. Marri ner ' s up on the 
Hlll. Thi s i s Matt Szyrncza.k. 

How a re you? 

All ritht. 

~~at was the lest ooinion or the Board as to 
what we &hould do on this certificate? 

Five-eighths or one per cent, Febr ua r y 1 . 

Thllt ' e the l aet , hub? 

That ' e righ t . 

I see . You haven 't changed? 

!lot et all. In tact, I talked t o Dave Kennedy 
this morni~g. and Allen Pooe wae here - Colon~l 
Pope - and he Just came over after he had had 
hie talk w1 th you ..... 

Yeah. 

•.•.• and, or couree, he's a l i ttle different. 
Re ' e a little orr on it. 3ut we still , wi th 
all ot our ~encils and what-not, still think 
flv~-eighthe o r one oar cent, February fi r st, 
would take and be conalatent with what certi­
fi cates were gotten out the last t i me. 

Well - because t he last oart ot t he s tatement 
I don 1 t thi nk i s quite •. : .. 

,~ell . .... 

• . • • . correct. I mean , becouee t his i s about an 
eighth mor e expensive t o ua . 

8 
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S: 

f!!4Jr: 

S: 

f!MJr: 

S: 

f!l~Jr: 

S: 

Hl~Jr: 

S: 

Hlt.Jr: 

S: 

?l'.Jr: 

S: 

HHJr: 

a . 
~ . 

- 2 -

Well, that's right, but that wee at elx months, 
and thl s i s more than six monthe ..•.• 

Well. .... 

..... and short-term rates have firmed Just a 
little eince then. 

Now, the t hing that I want to ltno>t from the 
Board, 1 ! I go along on thle , do you think you 
f ellows can hold the line at this ~olnt, that 
I won't have t o oay ano th~r eighth ln three 
~onths from now. 

~ell , that, or course, we're committed to so 
rar as ~e're concerned i n our ooen market 
opcratlons. 

But I mean, th~t was on the bllle. 

The t ' s rlght. 

3ut lf - it's i nteresting to look a t what ' s 
haopened . Of course, our boys, you re,ne<:~ber, 

wanted it a t a nuarter. 

The t ' s right. 

You f ellows put it at thr ee-eighths, and the 
whol e short-term marke t has firmed up about an 
eighth. 

T"oa t'e rlght. 

No••, the thing - the only thing t he t' a worr ying 
me le if you fel l ows can hold the line Yhere 1t 
1s. 

Yeah. 

Can you? 

Well, I thlnk we can. or course, t here' s some 
talk, and that ' s whA t l~arrlner wanted to say to 
you yeeterds.y and never did get a r ound to it. 
There ' s s?me talk between Sproul and ~~rrlner 
on the short-term rate. They wan ted t o talk to 

I 

9 
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HMJr: 

S: 

HMJr: 

S: 

HMJr : 

S: 

HJ.IJr: 

S: 

Hl~Jr: 

S: 

HMJr: 

S: 

HMJr: 

s: 

HMJr: 

S: 

HMJr: 

- 3 -

you about that - the fLrming o f the short- ter m 
rate - and I thLnk, however, we oan hold it at 
this no i nt . 

1.0 

\;en, my God, you got ei ght hundred mUl1on bide 
on your bills. I don 't know what more you want. 

That' s rLght . 

But from my - a6 I say , I don ' t wan t to go into 
thi s unleee I teal that the Boar d 1 s back of me 
on t h1 s. 

All right. 

I mean as to rates. 

That' s rLght. The five-eighths o f one per cent, 
you mean, on t nis particular certifica te. 

\~ell , and at tha t level. 

At tha t level. 

The whol e short- term r ate , I rnean , you know. 

'1here l t i 6 at the pr esent time. 

Tha t 1 S rLght. 

Oka y. 

Unless something unforeseen occurs, and then 
I ' ll eit down with you. 

Okay. I'll talk to them again. In case there's 
a difference, we'll get in t ouch wi th you. ~en 
a re you making your announcement? 

Well, we want to do it - well, we want to se t tle 
it now. 

That's right. 

But I mean can we consider it settled between 
you and me? 
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S: 

HMJr: 

S: 

ffi.!Jr: 

S: 

l!l!Jr: 

5: 

!'!MJr: 

S: 

Hl(Jr: 

S: 

l!l!Jr: 

S: 

1.1. 

- 4 -

Yes , you can, and if there ia any difference, 
I'll cal l you. So f ar as I'm concerned and the 
other 9oard member s t ha t were with you yes terday, 
t hB t ia eo. 

'II ell. . .• . 

In ~aae there's any difference, I'll call you. 

Well, r i ght away. 

All right. 

You're going to make your a ta tement this mor ni ng. 

".>ell , not a statement, but we've got to get the 
machinery going. 

I see . Okay, I'll oall you back in f ive minutes 
in case t here's any difference. 

In fi ve minutes. 

Ri ght. 

Attaboy . 

Okay. 

• 
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Yes . 

All right. 

All right. 

Oo ahead. 

Hello. 

Re11o, · Mr. Secretary . 

Talking. 

June 1 7, 1942 
ll:12 a.m. 

ThiS i e Matt Stymoz.a.lt. It' a as I told you. 
There ' s no oiff erenoe. 

All right. 

I talked to Allen, and we ' re committed to t hi s , 
and we 'll stand back or you a hundred per cent. 
In case t here' s any diff er ence la t er on , we 'll 
get together again. 

That ' s ell I wanted t o k now. 

That 's right. We're e hundred oer cent. 

Thank you. 

Okay . 

Good-bye. 

Good- bye. 

1.2 
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Oocrator. 

!~ r. Bell. 

June 17, 19~2 
ll:lJ 8.11. 

Rlght. I think he's Oown in Kilby ' s office. 
I'll try to get him. 

Get him. 

Right. 

Hello . 

Mr. Bell . 

Yes. 

Dan. 

Yea . 

June 17, 19~2 
ll:l~ a.m. 

Szymczak called me. He eaid ~e'e back or us 
a hundred ?er cent. 

Swell. 

So will you let Sor oul and Rouee know? 

Yeah. 

They 're waiting ther~, you know. 

I'll call them right away. 

It you please . 

Will you be ready pretty aoon to sign some 
t elegrams? 

".tell, I won't be ready tor ano t her hour. I'm 

:L3 
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going to rest a little bit. I'm very tir~d. 

Could I let these go? 

Yee. Don 't bother. You·eign them. 

All right. Then I 'll ge t you t o e1gn the 
o1roulare later on. 

:lou sign them. 

Thenl< you. 

:14 
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June 17 , 1942 

Lord Halifax and Captain Oliver Li'ttleton 
for lunch and I asked them who they were go1ng to make 
head of the British Pul'chasing Mission. So they said 
they thought they were goinp to name Bob Brand . So I 
said, welld I wasn't so enthusiastic about that. Hali­
fax said , I have known him since 1903." Lyttleton 
said, "I have known him all my life , a man of sterling 
character," and so forth and so on . 

So I said, "~hat are you going to do about 
Jean Wonnet7" I said, "I am fOing t o tell you about 
Jean Yonnet" and I proceeded to tell about Jean Uonnet 
and Uurname . Lyttleton seemed very much disturbed . 
He said , "',ihen I was in businesa I used IJonnet myself." 
He said "Monnet was always on the outer fringes of a 
lot of deals and when I found the Germane were getting 
into England in the metal business I wanted to ~uy up 
some of their shares ." (I think he said through Switz­
erland, Metalgeselschaft.) He said , "I used Monnet to 
buy up these Gennan shares." So I said, "VIell , ~ou 
know he gets all of his money from his firm and Ius 

1.5 

firm up to very recently has been doing business with 
Gennany ~nd he gets no salary from the British ." Well, 
that seemed to shock Halifax and he said , "I can't un­
derstand that." So I said, "Would you be interested 
in the reason Yonnet gave for not wanting to receive a 
salary from the Brit ish?" and I told him that 1!onnet said 
that after the war he did not want anybody in France to 
criticize him for having accepted money from the British , 
and I said "That's kind r£ a hard reason to explain." 

Well , I went on and told him the whole story 
about llonnet and how worried I Ylas about him and, e.s 
far as I was concerned, if I hatl anything to do with 
it I would not have him around . Lyttleton seemed to 
get more and more bothered and asked me about Brand 
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and I said, "Would you do one tlaing for me?" (This 
was after one hour's conversation . ) I said *will 

you speak to Hopkins before you leave?" And then, 
to my amazement.!. he saidi "llopkins has told me how 
you feel about llrand. know that . lie sal's you 

are suspicious of him, " and so forth and so on . "But," 

he says , " the embarrassing thing is , " he says , " I am 
the same kind of fe llow as Brand is . Tltere is no 

difference between us . I am in the same situation 
Brand is ." i"lhich was certainly frank! 

And llelifax spoke up and said , "Well , I think 

the fi rs t thing to find out is Brand still a member of 

Lazard Freres? Supposin~ we got him to resign , would 
you feel any differently? I said , "I l'lould only feel 

differently if you said he had severed connections , but 

if you forced him out I y;ouldn't , but if you s~· )IOU 

kn ow him I am not going to make an issue of it . All 
I say i s ir I were still handling Bl'itish purchases I 
would not want to do business with him on account of 
his coonections and these Lazard fl'erea people are 

very close and pl ayed around with the second man to 
Purvis (Bloch-Laine) . 11 I said I could not think of 

the man's name, but Bloch- Laine they all used to go 

to Ft•ank Altschul ' a and the)' a1i knew what was goin& 
on . They were all very intimate . 

Well , I evidently gave Lyttleton a very un-
pleasant hour . So he said it wot•ld be so embarrassing ; 

might hurt their feelings . I said , "Well , as far as I 
am concerned, I am only interested in beating Ur. Hitler 

and I don ' t care who's feelin&s I hurt .• 

Then I said, "If you want to see my record 

on Uonnet and Uurna.me I would be flad to show it to 
Stopford." He said , "Could he have it and show it?" 

I said , "I have a lot of stuff that is confidential. 
I am goi ng to let him read it. What he does with it , 

how he memorizes it or how he gets it, I don ' t wan t to 

know 1 
just the wa'¥ he gives me a lot of stutr that I 

don' l know." 

, 
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Accordin& to Kuhn , Lyttloton is head of 
the t in trust in England and evidently a big business 
man and when I star ted talking about Brand, that the 
old connections are more important than the war effort. 

1.7 

I told them thal Monnei was appointed throu~h 
a letter of l.lr . Churchill ' s here and that he was appomted 
head of the All ied Purchasing Commission in London through 
the offices of Ambassador Bulli tt and I also told them 
that I warned Purvis when he came over here; that Purvis 
sort of shunned him for six months and at the end of six 
months be could not find anythinr; against him. 

Halifax said , "We have talked about this and 
it is Sir Frederick Phillips 1\ho has been most disturbed 
about it ." 

\ 
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Madden. 

June 17, 1942 
2 :47 p .m. 

Yes, sir. How are you, !~r. Secretary? 

Fine. I wanted to ask you how things were 
going. 

I'm sor ry , sir, I can ' t hear you . 

Ho•• a re thi ngs going? 

Thi ngs are going very eatlataotorlly, l~r. 
Secretary. ~e 're naturally Just in our first 
f orty-eight hours. Ther e ' • a certain amount 

1.8 

ot contusion to actually gettin~ out the accur ate 
accounting or what we have, so we're in the or o­
ceee or doing that very energetically now, and 
I think from now on we'll be abl e t o move much 
more smoothly trom a machinery s tandpoint. 3ut 
the whole attitude i s tine, and the r eturns 
coming in are moet encour aging. 

They a re? Tell me this , ere your ~eople Felli ng -
I mean do they - any F and G Bonde? 

'>'ell, wha t ha9pene on the F 11nd G' s, Mr. Secretary, 
1e thie. 'ie are 'lnly taking pledges, but ve are 
goi ng into districts vhere we have been receiving 
qu i te a nu~ber or ?eo~l · oledgi ng up t or in exoeae 
or ! 5,000, which au tomBtlcally outs them 1n the 
F and G c:lees . 

I eee. 

·.;e are laying those ol edges aeide, and will ac­
cumula te them. Ar ter t he drive is over, we shall 
separate all ot those pledgee and turn them over 
to your F and G Com~1ttee , which i s in the process 
ot organiza tion righ t now in town here, and I 
understand prepared to move. 

Oh, l~r. V.adden, we oan ' t attor d to wait tor that. 

I agr ee with you, b~cauee right now w1 th this 
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avalanche of publicity and promotion that we 
have, the town is red hot, and that Committee 
should be moving very energetically, foll owing 
right on our heels or with us. 

No , but I mean, we can't walt- I mean, where 
the pl edge 1s tor over five thousand, they ou~ht 
to be turned over i mmed i ately to somebody. I ve 
got- I have Ted Gamble here, and Coyne .•.. . 

Uh huh. 

..... in the ottlce with me. 

I understend, l~r. Secret a ry. 

And I'm going to tell them - I don't know - do 
you Just put them, so to speak, in a drawer? 

I beg your oardon? 

Do you put them in a drawer and ley them .. . . . 

No , not et all. You see we only have two deye ' 
returns comi n& i n no~, and we ' re eeoerating them 
immediately, so we'll have a running day- by- day 
numbers or oledges or that character. 

3ut who oicks uo the ones that are over tive 
thou sa no? 

~e do right her~. 

And who f ollows them uo? 

oell , we ~111 turn them over immediately to the 
F and 0 Committee. 

Yeah. 'iell, c?uldn ' t tha t be done dally? 

We could do J.t dally , most c~rtainly, J.lr. Secretary. 
'"'e ' 1 1 simply separate them rrom our day' e work, 
and lay them r i ght aside. 

And then shove t hose over on the F and G Co!lllll i ttee, 
and then we can hold t~em reeoonsible. 

Regraded Unclassified



M: 

HMJr: 

Hl'.Jr: 

HMJr: 

M: 

Hl~Jr: 

M: 

I!MJr: 

M: 

Hl~Jr: 

M: 

- 3 -

We can do th~t i~~ediatelr , d&y by day, Mr. 
Secr et ary. 

'llell , I wish you woulll.. 

'llell , you may feel sure it'll be done Just that 
way. 

Now, let me ask you t hi s. On the pledges f or 
the E Bonds, how rapidly are those followed uo 
to be turned into sales? 

·oell , or course, you don't have any r~gular 
tollow-uD eyete~ to oone~te the Dledge, 
because they indicate that all or those ~ledges 
are going to be paid either weekly or m~nthly 
ou t or i ncome. 

Yeah. 

And where they designate a bank, we have the 
bank iromed18 tely send a co.rd sugsesting t hey 
drop in to consummate their pledge. \"/here they 
do not do t ha t end it ' s on a payrol l deduction 
plan they prefer, we send that Dl edge to their 
employer. 

I eee. 

"4'here they do no t do t ha t, and it' e Just left 
an ooen a.gency, we mus t depend on their character 
to follow through i n their own way. 

Ie this tollow-uo on the ~led&e - are you satis­
f i ed with the - who's resoonaiblity is that? 

Well , we have it now organized ao that eacn one 
ot the imoor tant banks around town have a batch 
ot the pos t a l ca rd i dea thDt I worked out some 
weel<e ago. 

Yeah. 

And as soon as t hese oarbon oooies coroe i n or 
the oledges, we send them to the banks designated 
and Within a day or tWO they imiiiPd i &t ely r eceive 
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their first card suggesti ng that they come i n 
and arrange tor any detaile in connection wi th 
t he f ul f ilment ct their ~ledge. The machinery 
immediately set a in motion. 

'ilell, hae it been goi ng long enough to know 
whether it r eally i s - the banks or whoever' s 
Job 1t is to follow up, are they following up? 

Oh yea. I can tell you, Mr. Secretary, that 
waive been perfectly ama:ed and encouraged by 
the large nu~ber ot banks being designated. 
Fir et we thought there might be some resistance , 
you know, because a g reat many or these people, 
particularly the ooorer people, aren't used to 
dealing wlth the banks; but we find a gr eat many 
ot the people designating a bank, because I've 
been sending out s~ecial bulletins suggesting 
that they do deeignate banks. 

Yeah. 

21 

Because t ha t makes a definite way or consummating 
s pl edge. 

Yeah. 

Oiv~a l ittle mor e t eeth than we or di narily 
would have. And the plan ia about r eady now 
t o atart tuncti~ning. In o t her worde., we needed _ 
about forty-eight hours to begin to unravel thls 
thlng and get the ol edges and olace the2 in the 
banda or the banks dee i gnated, which we will do 
and follow through with the card system, almost 
starting within a day. 

Yeah. 

Thet'a being f ollowed carefully. The banks have 
been i nformed. They have cards~ they 're all 
printed, they 're r eady t o go. Toa t'a in the 
·~orks, l~r. Secretary., and wlll function . 

I see. Now, as to the proportion, baa i t been 
goi ng long enough t or you to tell whether you 
wlll get the amount or money that we expect t o 
get tz:om !lew Yorlt ou t or t bla thing? 

' 

I 

• 
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Well, Mr. Secretary, ot cour ae, money-wise, 
it's going t o be extremely dltticult to tell, 
because the h~use-to-hous~ canvass ie only 
one phs se ot it. 

'ieah. 

The combination as I see it, looking at it 
very analytically and oold- bloodedly v~ll be 
the combinati on or the three. Our big money 
will come from number one , our oayroll deduction 
olan; nwuber two, from our F and 0 Bonde . :\ow, 
I've al~aye oai ntained t hat that payroll deduction 
plan is a ootentiel gold mine in an increaee ot 
either fifty t o seventy-tiv~ oer cent ..... 

Yeah. 

..... because most oeople,when they Joined uo on 
tha t plan, took the minimum rather than the 
maximum or what they o~uld do. 

Yeah. 

No·~ , right there is a terrific income that I 
don ' t think as ye t hae been harnessed. 

Yeah. 

Number two, and t hi e, ot cour se, is in somebody 
else's territ~ry - meani ng the F and G Committee­
I reel that with your lawyers' group, with your 
commercial banking gr ou-:> , and with your i nvest­
ment banking group prooerly organi~ed and har­
neesed , you have a terri:ic potentiality. ~nat's 
all :;>art or t'lla "len. '<lbat we're doing now 
here in thie houee-to-house canvass ie actually 
setting the e tege satura ting the public with a 
r eceotive attitude, and we should immediately 
follow through in both ot the other avenues 
while the thing 1e r~d ho t. 

Well, as tar as your publicity goes , I've been 
reading the New York ~apera , I think it ' s wonder­
ful. 

I'm glad y~u like it, Mr. Secretary . 
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And I congratulate you. I thlnk it's the 
best oubl i clty we've had yet. 

'llell, that's fine. 

But I've Just been worrie~ sa tn the deteil s. 
Arter all, if - from my standpoint, it'e the 
sales that count. -Exactly so . I'm very oons~ue or the fact 
t hat we' re aft~r dolla r 9. 

Yeah. 

Very oon~cious of that • 

Well, I'm going to talk this over a little 
bit with my people here, and I may send one 
or t wo or them uo there to ge t s little bit 
closer t o thi s situation. 

23 

Well , Ted mentioned something about the oossi­
billty or coming uo, and I hone he does , because 
I can give him a little more intimste ? icture 
en~ I t hink it will b~ grstltying to you. 

Well , I' m ..... 

But there are certain t hings t~ t need to be 
done to f ollow thr ough, particularly from the 
payrol l deduction end of it an~ tbe F and G 
end, while the s tage i s all set. 

I ell, I 1m going tn urge h.lm to go u'O. 

I should rPeommend t hat atrongly, Hr. Secretary. 

All right. Well , thank you , and se I eay, from 
whAt I get trom the neweoaoer e, you seem to be 
doing a very tine Job. 

Well, thank you eo very muoh, and reel sur e that 
every stone will be t ur ned to make sure we get 
every dollar. 

Right. 

Thank you, sir. 

l'haru. you. 
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Hello. 

Hello, this ie Miss Elliott. 

How are you? 

Very well , thank you. 

This is Mr. Horgenthau. 

Yes, Mr. Secretary. 

June 17 , 1942 
2:56 p . m. 
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Mlsa Elliott, Mr. Odegar d lett town last nlgbt, 
and he asked me whether I wouldn't call you, and 
I ~anted to talk t o you anyway. And, that is about 
your coming up here to help us out on thls .... 

Yea. 

'liar Bond Drive. And, he had a talk yesterday 
with Dr. Graham. 

Yes? 

And, while I'm getting thle second hand, I go t t~is 
te~llng that it you really wanted to come - hello? 

Yes. 

it was entirely agreeable to Dr. Graham. 

Yes. 

Now, ao lt sort ot outs the burden on you. Bellot 

Yes. 

But he eaid - I gathered that it you would ask Dr. 
Graham tor oermieeion t o come, lt would be granted, 
and I for myself from the little contact that I had 
wlth you when you were uo here, I ' m extr emely anxious 
to have you come. 

Well , I appreciate that very much, Mr. Secretary. 
The- I don' t know whether Mr. Odegard t old you 
about the letter I wrote to hlm, or nott 

Regraded Unclassified



HMJr: 

E: 

HMJr: 

E: 

HI~Jr: 

E: 

!IMJr: 

HMJr: 

HI~Jr: 

E: 

I!Y.Jr: 

E: 

HMJr : 

E: 

TIHJr: 

E: 

HMJr: 

£: 

- 2 -

He ah - yes, he did. 

I sent a copy of thet letter to Mre. Morgenthau, 
because I knew she had dlecuaaed th1e with him. 

She ' s out or town. 

Oh yes. 

But she ' s going to be in t own here Friday. 

Yes. 

In this letter, I mean, is it - is the matter 
cl osed I mea.n, about your coming? 

25 

~ell, no - no t - certainly not after what Dr. Graham 
has sai d . Oh, when I came back from Washington 
Friday, I talked on Satur~ay to the Comptroller of 
the Uni vers1 ty 

Yes. 

who does a great deal of Mr. Graham's work . .• 

Yea. 

and to Dean Jackson, the head or this Col lege 
here and our own Comp troller, and they f elt tha t I 
shouldn 't go into something tor an indefinite period 
or time 

Yenh • 

•..• that, l t probably wae unwise f or me to do that. 

Yeah. 

~ell, I felt that t o go uo there and s tart this, 
a nd ge t a n organizati on goi ng, and so on, end then 
turn it over t o someone alee wasn 't fair- to the 
worltt 

'Ndl , now why don 't you do thlat If there's a 
chance or getting you, you eee - hello? 

Yes. 

I ' d like to have you come up Friday -hello? 

Yee. 

·-
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And Mre. Morgenthau ' e going to be here Friday •. •• 

Yea. 

and Odegard will be here Friday .••• 

Yea. 

and I thought we might all get together on it. 

'llell, I'll be very - it isn't- I want t o do Mr. 
Secretary, anything on eerth that I can •..• 

Yee. 

but, that vae my reeling about it, that it it 
were an indefinite - it I could just out loose here, 
and put somebody elee in thie office, and go into 
thie !or the duration, end put the thing through. 
And yet, the o!!ioiele here on the cempue felt that 
I shouldn't do that. 

Yeah. 

Tnat is, go into it t or the durat ion. 

'llell, lUes Elliott, could you - could you come up 
Friday, end oo~e in a nd eee ue on Friday morning, 
and have a talk with ue? 

Yes, I could. 

Could you cooe ln and then it you ' d a ek !or Odegard 
in the fir st instance, end then Hre. !{orgenthau will 
be here too, and we could all a1 t down and talk it 
over. 

All right , I'll do that. 

~ill you do that? 

Yee. 

That 'll be fine. 

All right, then about ten o ' olook Friday morning? 

I'll tell - I'll l eave word ror Odegard ten o 'clock 
Friday morning. 

All right, I'll c3o that. 
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IIMJr: Right. 

E: Thank you. 

HMJr: Thank you. 

.. 
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exooad 9 ()!1, and tho 1000 rdlrO&d aoA, who or41Dar1ly would attmd 

tho intoruUoul con•cUon u 4oleptea, wlll r~n on tho job 

b ... ua• or the war. 

Aa JOU I<D<Of , tho railroo.u are dolllll a auporl> J"', 

ud railftad worlceM are at wort 4ay AD4 nl&ht , Slla.4aJ8 aa4 hol14qo 

1Dolll4o4, a0\111& u tho 1'1\al oonnoo\ 11111 link 1D tho tranapartaUOD 

or troope, -un1t1• AD4 au.ppll .. rr .. our 1Dduetr1al aruula to 

tho ba" hrl'<lllh tllroUS)lDut tho world. 

•ahl.As'on, D. Co 
1uoe 15 , l9U 

•uor :. xunro 
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FORRElEA.SE 
3:00 P.l. , Weaaud,r . Juno 17 . 1942 

Tl<Ali!L:ll PRESENT ioARPLA•:z 

TO U. S. OOVI:.4~ • .utr 

lo1orgenthau Receivu G71 1862,25 Check 
Fra11 V/hl. t.ney 1 B.!/ Prooidont 

'iiASIIlmTOII 1 L. C.-A, F . V>h!.tno,r1 Pr<~eidont of tho Brctnerilood ot 

i\allrosd Traincen1 toda:f presented S..cretar:r of tho Treuur:r Henr:r Lo~en­

t.hau1 Jr, I 'llith a Check i..!\ t..'IO anount or $711862 , 251 fOr thO purchase or 

a wa.,1ono to be l<nDwn as tho •Iron &l,1lo", 

Tho 1110ney is a ccntributicn from t.ha merbors of the Brotherhood, 

l.ts Ladl.ro Auxiliary, and frior.dR or both C.l"lMhationo. 

I n proow.tl.r.g the check, J,;r . l'lhHnoy soids 

"Thb con t~ibution is voluntG rily an~ entnusi:lsticall:f 

~ ven to our country a a ll tolcoso of cur deep f oelings of 

loyalty to the cause !or 'll!lic t t 'to United llntic.~s are 

no'llf <tt. "ttar. " 

ACCOolp811; in~ the B •.•• T. leac.er to the o~fice o f the Secr ctarJ or 

tho Treaour:r were B. F, Eidson, ot '-<l<l.,>e 779, Indl.a ns:oolls, ir.d.; f ran!: 

l'll.mp, or Lodse 564, lloisin,rton, Kllns , ; nnd ':1. P. Bertelsen, of Lod~e 936 1 

Biemarck, oi , D, 1 whose lodzes made th< hi .;'! oat avcm;e ccntributions por 

mombor-$8 . :lJ, $5. 85, and C5. 45 1 reopectivol,)• , -
/Ifill 
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June 17 , 19~2 
5:00p.m. 

F1orello 
Le0uerd1a: Hello. 

HMJr: Yee , hello . 

L: Hello. 

HMJ r : Henry Mo rgen thau, Jr. 

L: Hello, Senry. 

!I!Ur : Yes. 

L: How e r e you? 

~Jr: I'm elive and kicki ng. 

L: 

Hl4Jr: 

L: 

HMJr: 

L: 

lll!Jr: 

L: 

HMJr : 

I eaw your r ather today. He and I were enter­
taini ng royalty. 

Good. 

Yeah, but now, look. Hell has broken loose 
down here and I ' m br eaking it. 

Yeah. 

Your oeo~le Just flouted the law, and although 
I had ~ri tten that I had no euthority t o violete 
the law, they dr ooped lear let e on t h i s town 
yester day. 

Yeah. 

And by gosh you can't have a deoartment or the 
Federal Gover nmen t doing tha t. Now, I t ook i t 
uo with the Ar~ end took i t up with the Navy. 
Ever y thing t hat they ea1d that t hey go t per­
mission they didn it, because the Army can ' t give 
a nyone permi ssi on to viol a te a State lew; and 
notwithe tendi ng tha t they were told in writing , 
they went ~h~sd and di d it. Now, I have t o - I 
have the di sa~reeable duty or erreet1ng an Army 
Cs~te 1n. Can t you moke your oeoole behave? 

My oeoole? 
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L: 

!!l~Jr: 

L: 

m.tJr: 

L: 

m:Jr: 

L: 

HHJr: 

L: 

HHJr : 

L: 

m~Jr: 

L: 

l!MJr: 

L: 

m~Jr: 

L: 

P.l' Jr: 
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Yeah. 

'~hy a re they my oeople? 

Treasury. 

Well , I ~ean, how do we ge t into 1 t1 

~ell , your oubl1oity man conceived thi s i dea. 
I sent you e copy of hts letter and exolai ned 
that we just - I had no au thoritY to glve any­
body oermieei~n to violate th~ law. 

'leah. 
And notwithstanding , they went ahead and ~id it. 
I t wae a bond thi ng. 

Yeah. And you're going t o errett the fellow? 

Why , I'm goln~ t o orreet the Army officer , sure. 
I have t o. I ve go t to maintain law ano order 
in thie t own . 

Oh, tor heaven ' s eake. 

But, l ook, Henr y. How oan we tell who ' s dro~oing 
s tuff? Are we going to go up there and find out 
firs t? The Ar my ' s going to eurr~nder h im. 

Oh, you can't dO t ha t . 

Well, I can. 

'.fel l , I "'ean, you . .... 

I've go t to. I t ook a n oath of of fi ce to enfor ce 
the l aw. 

'~·tell .. ... 

Thot ' e a hell or e thing to haVe done here. And 
theY wpr e told in writing t hat no one had authori t y 
to gr ant a ny oermi Ae i on to viola te t ha t law. 

Now, listen, wha t are you cal ling me uo for? 
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HHJr: 
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L: 

W.Jr: 

L: 

'!:~Jr: 

L: 

HMJr: 

L: 

!!MJr: 

l: 

!iJ.!Jr: 

L: 

HJ.!Jr: 

L: 

HMJr: 

L: 
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Bece ueP they're your oeool e. 

'Ahy ere they my people? 

Get ~f'ter them. 

'ilhat? 

They're your peo~le. Thls la golng to be e 
long war . I want you to tell them that they 've 
£O t to obey the law in Nev York. 

~at klnd or a statute la t hl e? 

'Abat? 

'ihat kind or a statute 1 @ thi s? 

It' s a local lew, f'orblddln~ the droopi ng or 
lea flets over t he olty. It a a orison- end 
e f'lne. I ' ll send you a oooy lf you want . 

'llell , no>T you're e good le••yer , ho>~ can you 
ge t - how can I g~t you to tel l me to ge t 
around lt? 

Nobody could get around i t . 

Well , I 'llea-t , they've done it. No..- what ca n 
•·e do to - this ..,oor fel l ow go t h1s orders. 
lihy muH he !>e •.... 

~e didn 't g~t hls orders from the Army , Henry. 

"Ahet? 

He didn ' t get h.ls or clera from the Army, because 
the Ar my's oul te out out about l t. 

'.4ell , who di d he get hla orders from? 

~rom some of your ~eoole here. I think Robinson. 

R"b1nson? 

Yeah, you'd be t ter tire him. I think he - and 
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f!Jt.Jr: 
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IC!Jr: 
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f!!fJr: 

L: 

Hlt.Jr: 

- ~ -

then 1n addi tion t o thet •..• • 

Robinson . I don't know who • . ... 

No , you wouldn ' t know hlm. How could you 
all t hese t ra~ns you 've go t a r ound her e? 
go t s ome good ~eoole , and you ' ve got some 
ones, but eo have I . 

33 

know 
You ' ve 
terribl e 

But, Fior ello , why make this ~oor fel l ow sur~er? 

~ell , becavee, gee whi~, e tter being tol d that lt 
couldn 't be done . .•.• 

t.iell ..... 

.... . t hey not only do i t , bu t they run out to 
the press and 61ve a r eleaae. 

·.,rha t ? 

Tha t they did 1 t. 

"llell , now, l i sten, let ' s argue e minute. Ther e 
must be some way around l t . 

Well , I don't know. 

I'm not an attorney, but good God , don't let's 
let - you 've been ln the Ar~. end thl e f ellow 
most llkely thought he was doing me or somebody 
or h i s country a servloe. No·• 1 t ' a done, end 
most likely he's e damned good aviator, isn't he? 

I don't know. I suo,oee he i s. 

Oh, well , gosh. "iha t waa he - !lying that 
Messerechmitt or something? 

Yee. 

And you're going to a r r es t that fellow? 

Sure. 

Oh, don ' t do thRt, Fiorello. Aw, don ' t do tha t . 

Regraded Unclassified



L: 

m!Jr: 

L: 

!IMJr: 

L: 

IIMJr: 

L: 

;mJr: 

L: 

!IMJr: 

L: 

tw.Jr: 
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Well , what else can I do , Henry. 

~ell, let' s take a look at it. 

All r i ght. Take a look a t 1t. 

'A'ill you? 

You take a look a t it t or t~enty- tour hours, 
and a statement ougtamto be tllllde that tbi s 
was an inadvertence and not 1nt,nt1onal . 

Well, let us take the blame down here. 

34 

Well, somebody' s go t to take the blllme , because 
I can't- I- listen, any time we s~e anybody 
drooping things trom the air, the Ar~ agr•ea 
wi th me, we'v~ got to shoot a t them; and we 
can ' t start any or t ha t kind o f monkey bu2iness. 
This may seem awfully strange to you, bu t every 
month we get a requ~•t trQm the Red Cros9, from 
the Salvation Army, trom Pe~ai-Cola, trom Coca­
Cola, to do this, and d? 1t tor charity, and 
we have to protect t his t hlng. 

Well , that - I - your position ie correct. 

All right . 

Now, bu t let' a see it we can't wiggle out ot it 
some way. 

Al l right . You're pre ttY good at wiggling; but 
d~n't ask Biddle, becauee he ' s no good at wiggling. 

No, I 'm not going to ae:t Biddle. 

(Laughs) 

llo, don't worry. 

All right. Let me know. 

You don't knov the Ca?taln'a name? 

No. The Caotaln Ju s t dld aa he wee requeeted, 
aa I ge t 1t. I think Patterson knowe al l about 1t. 
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Boh Patterson knows all about 1t? 

Not Bob - your Patterson , R1oh8rd. 

Rlchsrd Pat t erRon. 

Yeah. Or •.•• . 

·~ho t? 

Pope k nows about 1t. 

Out you don't know the Ca~taln'a- you haven't 
got somebody 1n your otfloe tha t could tell me 
hls name? I can hold on a mlnu t e. 

35 

No . I should know. I waa talklng to the 
l nterceotor Co~~.nd- 1a 1t Sweeney? I wouldn't 
reme:nber, Henry. 

It' e eomebody from the Army. 

'rlhat' s that? 

\;ell, g1 ve me t lme t o w rn ar ound ..,n 1 t . 

Okay. Okay. 

Thank you. 

Thank e. 
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V/AR OOIIDS 

Present: 
Jlr , Kuhn 
Jlr. Foley 
J.!r. Gamble 
Mrs. Klotz 

June 17, 1942 
5:10 p .m. 

H.M.JR: I finally said to Fiorello, ~ou can't 
do it." He said, "Yes, I can do it." Then he says, 
"O.K. , you can have twenty-four hours on it." I have 
got to try to wiggle my way out of it. He says, "Don't 

go to the Attorney General. " 

l.ffi. KUHN : On what? 

H.U.JR: He is going to arrest this captain to 
make an example of him. It is a jail offense. I am 
going to forced savings. (Laughter) 

00. KLOTZ : Do.n 1 t say tha t on the record. 

IJR. KUHN: Who arrested him, Mr. Secretary'? 

H.J.I.JR: Fiorello said he was going to arrest 
hio today, and he now gives Ed Foley and me twenty­
four hours to get around it. \'le will have to say it 
i s my fault or Dick Patterson's fault, or , sanebody's 
fault. 

Of course he is right. He has violated a statute . 
He has got to defend the lsw. This was done over his 

prot eat. 

MR. KUHN: He protested to us while you r.ere away. 

I sent the protest to Patterson. I said, "Here is what 
the l!ayor says. Please pass this on", and so on. 
Patterson wrote back a vecy cocky letter and said, "lle 

Regraded Unclassified



- 2 -

have already gone over the M&yor ' s head to the Army 
authorities, who are directed to do this , and they are 

doing it tomorrow. Fiorello must have had a bad break­

fast when he wr ote you that letter . " 

llRS. KLOTZ: So t hey knew about it? 

ll.l.l . JR: His record is clear . His tone of voice 

was nice Tlith me . He was putting me on notice . 

llR. KUml: And I sent an acknowledgmED t to the 
Uayor, in your behalf, saying that you were obliged 
to him for having told you aoout it . 

H.l! . JR: I asked somebody - I came back from some­

l'lhere and saw, "Henry Morcenthau announces flight over 

Ner1 York of J:esserschmi.tt." I said, "What about this 

thing?" It never was explained to me how it was dena . 

liR. GAMBLE : You have a memorandum f rom me on it . 

H.1!. J R: I will tell you - do you knOif who is the 

best f ellow to handle this? Eddie Greenbaum f or t he · 

Army because he is very close to the llayor. Eddie was 

the go- be tween, you ram«D ber, in giving him that 

Federal building, and Eddie didn ' t take any f ee, or 
r1ouldn ' t tak e any fee . Don 't you think so? 

37 

UR. FOLEY: I don't know l'be t it is, 1!r . Secretar;r . 

H.ll.JR: Somebody - don ' t you get the New York 

paper - dropped a lot of Treasury leaflets over Ne\9 
York and broke a municipal statute, and now the poor 

captain wlx> did this thing, flel7 this J.!esserschmitt 
plane--

L!ll.. FOLEY: I sa11 the picture of the captain 
and the L!esserscnmilt plane. 

H. J.!. JR: The llayor said he is &oinG to arrest him. 
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J.!RS. KLOTZ: And Dick Patterson arranged this? 

H.U.JR: lie said, "That schlemiel Dick Patterson." 
Be says, "You have got some lousy people and some ~~od 
people, like I have." You don't know wla t "schle:uel" 
means, do you? 

UR. GAUBLE: Yes. 

H.!.!. JR: Some good and some bad. Oh, what a life! 
Do you know what put me in a good humor? This fellow 
trying to get me to sign a letter because the fellow 
slips and breaks his ankle - the Secretar.y of the Treasury 
should write him a letter. 

UR. KUHN: That is right, an acrobat at Forbes 
Field in Pittsburgh. 

UR. FOLF.Y: Ringing doorbells ? (Laughter) 

!JR. KUHN: 1/o, he appeared in this war heroes 
show, and they had a crowd of 1hirty thousand there. 
The poor fellow who donnted his services slipped and 
broke his shoulder. lie ~s laid up in the hospital for 
six weeks. 

1ms. KLOTZ: The lenst ·he can do is send a letter. 
I agree vdth you definitely. 

H.U. JR: These acrobats! 

(Car respondence in the LaGuardia matter handed to 
the Secretary. ) 

H.!.!. JR: I can't let this poor captain go to 
jail . 

IJRS. K.Inl'Z : 
en joy it myself . 

I think right nOll I would sort of 
(Laughter ) 
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H.1!. JR: He wanted saneboey to make a m&rty-r of , 
I will give this to my- counsel. · 

!.IRS. KLOTZ : 1'/e are in trouble . 

H.M. JR: Well , here is the letter of the !.!&yor 
turning them dol1!l . 

UR. KUHN : Sure, and then Patterson has written 
a follow-up letter . 

39 

H.U. JR: Ed, do you think we should do it from 
here or just put the responsibility on Dick Patterson? 
Viby should I do it? 

MR. FOI.Jn' : Well , if you leave the responsibility 
on Dick Patterson that may be a little rough on the 
captain, because if the l.:ayor thinks Dick is schlemiel , 
and probably does--

H.L!.JR: The Vlay he Tlrites--

J.m. KUJlll : \/ell , the local administrators are-­

H.U.JR: He is , and I picked him, too. I think 
the first effort should be made b,y Yr. Dick Patterson . 

UR. Ktnm : The local administrators do have the 
right novt under Stimson' s ruling to approach the local 
Army comm.anders for whatever 1h ey need, but they--

H.U.JR: They can' t waive asice a municipal 
statute . 

Lffi . FO~vy : Probably not. I mean, the statut e 
is probably one of the regulations of the Civil 
Aeronautics Authority. 

H.M. JR : They got the permission from Civil 
Aeronautics . 

URS. KLOTZ : Uaybe Diok Pa tterson has the answer. 
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H.?.: . JR: Shall I call up Dick and find out? 

MR. FOLEY: Yes, it won't do any harm. Get all 
the facts . 

40 

~S . KLOTZ : He said he r.as leaving every sin~e 
day at four-thirty and I was to be very tough on him to 
see t hat he gets out at four-thirty . I think I am 
falling dom • 

l.!R. KU!ili: leba t is the Secretar¥ going to do when 
vre go to forced savings? What ia golllg to fill his day? 

lffiS . KLOTZ: 

J.m. FOLEY: 
worry, Ferdie . 

It is going to be wonderful. 

He llill bother somebody else, don't 
(Laughter) 

H.ll.JR: I don ' t have any time to bother anybody 
else . 

!.!R. FOLEY: Be has been neglecting me la teq. 

Well , let• s find out . I think the first thing 
we vrant to do is to find out what this wo.iver con­
stitutes that Dick claims he got and what ordinance 
or statute or re£Ulation La Guardia claims was violated 
l':han they flew at some low height and dropped these 
leaflets. 

H.!!. JR: Have you got anybody VIe brought out of 
!lew York that !mows Ne17 York at all? 

UR, FOLEY: Yes, we have got a few. 

H.1!. JR: Besides yourself? 

!.!R. Fau:Y: Sure . 

H.!.! . JR: Who? 
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MR. FOLEY: Got a whole building full of them. 

H.H.JR: \'/hat is what ' s-his-name doing these 
days? lfcConnell? 

J.!R . FOlEY: Oh, Joe O' Connell. 

H.ll.JR: He came out of New York? 

J.:R. FOLEY : Sure, he is a New Yorker, a New 
York lawyer . He is back there . 

li ,U. J R: \'/oul dn ' t he be a good l:liiD if we have to 
send saneboczy up to New York? 

1ffi. FOLEY : Yes, he will be all right. A lot 
of my f ellorts knen him fran the P.,'/A days; he bad a lot 
of contacts . Some know him too vtell. 

H .11. J R: Wouldn ' t Joe be as good as any? 

I.!R. FOLEY: Joe could handle this as well as 
anybody if it is necessary for some body to go to New 
York. He i s here today . 

J.!R. KU!Ill : '.'las the }!.ayor sore? 

R.M.JR: He was sore, but he was very nice wi th 
me. 

llR. KUHN: He knew i t wasn ' t any neglect on_our 
part? 

H. I.!. JR: He says, "! know you dm't know about 
it, but you can't l et your fellows bust the Jaw." He 
is rieht if he is right, if you know what I mean . 

UR. rom: Sure, let Is find out vhat he is 
talking about . You know he goes off half-cocked on 
a lot of things . He may be sore because he said t his 
is ridiculous and wouldn't l et them do i.t , and then 
they go ahead end do it. 

111. 
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L!R. KUIIN : Vlho would have done thi a job? Vlho 
is the head of publicity? 

MR. GAJJBIE: Peter Finney would probably have 
been in on this . Robinson was handling it directly 
for the pledge campaign . 

l.m. FOLEY: wey don ' t we get Robinson? I should 
think he would be the best to talk to, nherever he is. 

UR. GAJmi.E : Of course there is a good story in 
this . I think the ~yor--

H.J.I. JR: 1 bad story for the llayor to arrest a 
captain. 

MR. FOlEY: No, no, this is bad publicity. 

MR. GAMBLE : I mean, I am thinking of the Jlayor. 
I think our oase should be the t our people are wrollg 
and probabl~ should be disciplined for it, but in doing 
it he is go1ng to get us in troubl e with 11 e Army and 
we don' t like to see it. I think the J.!ayor TISS jockeyed 
into a bad spot. 

li .U. JR: "/ell, if sanebody up there will take the 
blame - he wants to say, "I am ~or. You can't do that.• 
These people have told us they were going over his head. 
Dick Patterson may have met him and kidded him and the 
J.!ayor said, "You can ' t" , and he went ahead and did it. 

LlR. FOLEY : Sure . "Do you think you are J.layor of 
New York and the Army is running this town?" - personal 
peeve . 

Why dm • t we get the wlx>le story for you, L!r • 
. Seoretary1 and then I will call you and we can decide 

wba t is tne best thing to do . 
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H. J.(.JR: Can I t urn it over to you? 

lffi. FOLEY: Yes, and I will see what i s invol ved 
here in the way of violation of the law. 

113 

(The Secretary held a telephone conversation with 
J.!r , Jlevil Ford, as follows: 
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llevll 
For d : 

HHJr: 

F: 

H).:J r: 

<'• .. 
!r.~Jr: 

F: 

l!l-IJr : 

F: 

H..:Jr: 

F: 

Hl~Jr: 

F: 

»lJr: 

June 17, 1942 
5:211 o . m. 

Th111 111 Nevll Ford eoeRlting. 

All r i ght . l(r. Ford, l(ayor LaGuardia Just 
call ed me up to inform me thst h~ ' e going to 
arrBst this Caotain or the Army who flew those 
leaflets over New Yorlt. 

Yea. 

o~ you ltnow anything ab?ut it? 

44 

Yes, 1 do, s ir. Leeter Stone, ~bo ' s his secretary, 
a& you know, ,erha~a ..... 

Stone? 

•...• was up here about a hal f en hour ago , and 
Pooe , Patterson end I were together d1seuee1ng 
a lot or things. 

Yeah. 

He SAid the Hayor was in " r age 1n bls otfioe , 
snd that he wae going to have thi s Army fellow 
e rreeted, and that he wan ted to have whoever 
wae concerned wi th it i n Defense Savi ngs 1m­
mediately discharged and waa generally ravin0 . 
ThDt'e about t he only way I can out it. 

:Ceah. 

Bayer d exola i ned ee beet be could to Stone what 
the circumstances were, end Stone went i n and 
tried to ex?lain it to the Mayor and came back 
ten minutes later end eaid, 1 1 can't ge t anywhere 
with him. I think the beet thi ng t o do is ror 
you to come down here, but don ' t tell the t(ayor 
t augieeted it. I don't wBnt to ge t mixed uo 1n 
this . 

·iho should go down? 

Pooe and Pa t terson . 

Yeah. 
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So they ' re down t "'ere no·~ . They l eft here 
about twenty minutes ago ..... 

Oh. 

.. . . • snd t r yi ng to er.>la1n i t all. The Hayor 
i s appa rently completely unreasonable about it, 
and they ' re go in~ t o t r y a nd ex~la in i t as best 
they can. I don t ~nov the circumstances. As 
rar as we can !!a.f q<" t hem - snd thi s le surmi se 
somewhat, on Pone 8 oar t - the onl y thing we 
c~uld th1nk or that might have occurr ed, t ha t 
somebody r rom the First Interceotor Souadron, 
I think i t i 8, has ohr.rge of thl e , i sn't i t, 
or r r om LaGuardi a Field might have cal led uo 
the ?ledge Ca~oaign Keedouartere and asked it 
all errangements h8d been made wi th the City 
necessary f or these oeo?le t o fly over, and 
somebody must have aaid yes, because they 've 
done i t . Now, we're try i ng to t race that do•~ · 

Well , or course , t.'le l·!syor wrote a letter \<here 
he turn~d you c!?•.m. 

Tnat ' s correct. 
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And then Dick Pst.teraon wr ot e a let t er and eaid, 

' Well, we ' ll j ust ge t it done anyway .• 

Well , I di dn't realite t ha t . 

Yeah, I have a le tter here . 

Uh huh. 

I have a lettAr here ·•h1oh ?e t t er•on wrote to 
Kuhn, in which he says, •·•e wen t ov• r the llayor' e 
head • .... 

Uh huh. 

..... anO the Army' s d~ing lt eny.,ay." 

Uh huh. ··;ell , I di C!n 't r esllte that , !·:r. 
Mor genthau." 

'~ell, when Pat teraon ge ta back ....• 
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Yeah. 

..... please tell hlm t o CAll l~r. Edward Foley, Jr. 

Edward Fol ey , Jr. 

My General Counsel. 

Yeah. 

He's got all the correa~ondence. 

Yeah. 

And the Mayor called me, and I go t the Hayor to 
Eay he'd oostpone dol ng an~thlng tor twen t y­
t our hours. 

I see. 

Untll we had a chance t o l ook i nto 1t. 

Yeah. 

But we juet ca nnot let him arrest this Army 
Ca, t s i n . 

Oh, of course, we can't. No , it w?uld be 
terr ible. 

And maybe eomebody there ahot orr his mouth 
a nd said, •·Jell, we Just wen t over the Mayor's 
head . • 

I don 't think anybody has , thoug~or course , 
I don't know. 

Wel l , when ?Atterson ge t s bAck , l et hi m call 
uo Foley and .. • . . 

~~ere ca n he reach him, Mr. Morgenthau? 

Right her e at the Tr easury. 

At the Treasury. Right . 

Ieah. 
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Right. 

Yeah. 

t•r. Morgenthau, this morning Pope told me, or 
Madden told me, that when you were talking with 
him, you were asking ••hat wss golng on ln the 
rand G Bond unit. 

Yeah. 

If you want to know the atory, I can g lve lt 
to you. I've been on it ell dey. 

All right. Go ahead. 

WPll , as you know, we organi~ed the unit here 
about a month ago . 

Yeeh. 

Now, we 've go t some t wo hundr ed and eight men 
ou t in - thi s i s New York County alone I'm 
ta l king abou t - and we hav~ o ther units through 
the state working on t hl e thing . 

How toany in New York County? 

Two hundred and eight. 

Yeah. 

And there a r e aleo some seni or partner s ln some 
O f th~ firma that SrP g lvlng ?art time tO it, 
like Walter Sake, tor exam?le. I'm n~t counting 
hlm l n that. 

Yeah. 

Yeah. •,:ell , I had a mee ting with tbe:n downtown 
thle morning , a t whi oh I mPde clear t o them,and 
I've told Allan Snr oul al l abou t this, what the 
r eaoonslblll tlee or the '41Jr S1.1 vings Staff sre 
on r' end G Bonde , and what the r esponel billtl es 
ot the Federal Reserve Banke ar~ , end Victo ry 
Com~ittee , and how they 're goi ng t o hel~ us on our 
0 9ond work. I t hi nk I olarlfied all their minds 
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on that, because there waa eorae oonfueion. 
I t hen t old them exeotly whet the oroblem was . 
I eai~, "You tellowe are in thi a Jus t ae much 
ee Nevil Ford or Bayar d ?one or Di ck Petterson 
are. You ' re members ot t he Wo r Savings Staff. 
You'rP the heads o f these unite and t hese a r e 
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your ree?oneiblli t iee. These ere about twenty 
men - the~ ' re all seniors who a re head o f t hese 
various teams tha t are working . An~ I told them 
eYaotly what the ouote was , how we ' d arri ved ~ t 
it, and all of tnat; wh4 t the F and 0 oond secti on 
of it was, and I said , on June 15, the fltur ee 
we have here , half the mon th had gone by and we ' d 
sold one- third or the ouota. 

Yeah. 

Now wh~t a r e ••e 6 oing to ~o about it? I <>on't 
bore you wi th all t he di scueai on. Out or lt 
came a number of v~ry constr uctive suggesti ons. 
We ' re meeting on Monday e t th~ir s uggestion no t 
only with t heee teem captaine, 'out they want to 
ge t t he whole crew t oge ther , and I've arra nged 
to ge t e ro om a t the Banker s ' Club and have them 
all there. 

W•1.1 , >hen ere t hey c;o1ng t o begin to take orders? 

They 've been taking order s t or the last two weeks , 
81r. 

Yeah. 

But what they're rind1n6 i l that - thle ia wh~t 
we know, you know- that th~r• are a backlog o f 
or de r s her e that we'll ge t on July 1. Most or 
the coroor at1ons we 've eeen are holdi ng orr until 
th~n for two reasons, lar~ely . Firstly , many of 
them have bought their limlt and say they will 
buy thei r limit again. Other s say t ha t until 
t he t a x bill i s detlnltely deter mi ned, they Just 
don't f eel tha t they can buy . They want to buy , 
bu t they want to know ·~here they stsnd bet or e 
they can go t o whatever Pxtent they're going; 
eo I t hink tha t when t he tax bill 1e settled , 
ae fer as certatnly ~ew York City goee here , 
we'll gat a coneiderabl e meaeure or coroorate 
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buyi ng , oro vtded they hau anythi ng left out 
o f the ta x bill. 

';/ell , you 're going t o heve to we t t a couole or 
months then. 

•.~ell , I ' m afraid we may, on some of them, but 
we 're do i ng our beat to break them do~n and 
ge t t hem t o a t leaet buy oart now. 

Nell , I woul d say t ha t wea a moat d1ecourag ing 
r eport. 

(Laughs) ·:el l , I don' t f eel di~couraged ab<>ut 
it ~tall. Tneee t ellowe a re maki ng ? rogrese 
and ~e 're getting - ~e 've got - they have 1n 
t neir hands now liets or some fifteen thousand 
oeo;>l e or so tha t th ey 're tollo·~lng uo a nd 
calling on, and they are getting r esults. 

·~ell , 'the thing t he t ... .. 

'tlhen I was talking t o Tom, I sugges ted to him -
I sa id, "Ther e are t wo methode of doing thi s . 
'ile can do t h1 £ the ·~e y we 're tryi ng to do it and 
have been, on an orderly manner, 1~ 1 th e sel;;nment e 
made t o oeool e to evol d overla0 nlng a nd t~~ t 
~ort of t h ing ; or we could ou t on a oralrle fir e, 
as they dld on the o~en ma rke t l seue, cell on 
t ha t crow~ f or you, and Juat ge t everybody calling 
uo right and left on the tel eohone . • The] agr eed 
tha t voU:~ sell ~?re bonde next veek , but over a 
long- r ange ~erlod, it would do you ~ore ~~rm t han 
good. 

·~ell. . ... 

ThPt was thetr reeling a bou t l t. 

Okay. so· then you leave word t ha t when Pa tter son 
ge t s back , he call up l·lr . Foley. 

Yeah , I ••111, Mr. Morgentheu. 

Thank you. 

Rl~ht, slr. Good-bye. 
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1!R. GAMBLE : The point he was raising is that I 
asked him to send you a list of the people who had told 
them they would ruy bonds on t he first of July but who 
hav.e the fif t y thousand dollars ' worth al ready. 

H. l.! . JR: You two men (Kuhn and Gamble) can forget 
about this until Foley has this call . If they are down 
there the chances are it will most likely be settled. 
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KMJr: Hello. 

Oper~tor: Colonel Greenbaum. 

HMJr: Hello. 

Edward s. 
Greenbaum: Hello, Henry. 

!!li.Jr: How are you? 

0 : 

l!KJr: 

G: 

HY.Jr: 

0: 

HJ.!Jr : 

0 : 

HMJr: 

G: 

FIMJr: 

G: 

HI~Jr: 

0: 

Okay. Hov'e youraeltt 

Pretty good. Sddie, your tr1end Fiorello Just 
called me uo. 

Yeah. 

He' e golong to arrest the Captain or the Interceptor 
Squadron who flew over New York yesterday and dropped 
some Treasury leatleta. 

Yeah. 

Well, lt turns out that he wrote us a letter not to 
do it, to Diok Patterson in New York and they went 
ahead and did i t anyway. 

Yeah. 

Now, I told the Mayor, •You can 1 t do th1s 0 - he said, 
"What do you mean I can't do thla?•- so I said, •well, 
you shouldn't do it.• ~ell, it ended u~ by saying 
he' d g ive us twenty-tour hour s . See? 

To do what? 

Well, to l ook in to it. 

Yeah. 

Now, we're l ooking into it. Foley's handling lt tor 
me , and I undereta.nd that Oiok Patterson is now on hie 
way down to aee the Mayor, you see? 

Yes. 
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But I thought that a.~l then things take eo long 
that you might va.nt to etart something from your 
end, and to find out by what authority General 
Drum d1d do i t . 

'oell, it eounde as it by your authority. 

We have no authority. I've go t no authority. 
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'tlell, then why does he get after you i nstead of after 
us? 

So that we won 't do i t again, and that I should 
tire the man i n War Savings Bonds wbo urged him 
t o do 1t. 

Yeah. ·~ell, this is somebody f roiD the Interceptor? 

Yeah, it's some Captain. Now, it you think you'd 
rather l eave it go .... 

No , I can start moving on it, because it he'e going 
wild . 

I Jus t thought- Ed Foley ' s going t o bear from Dick 
Pstter eon tonight. 

Yeah. 

And 1t be bears that the l~ayor' a all right, I ' 11 tell 
Ed t o l et you know. 

Yes. 

aut on the thing that be ' s goin0 to go through wi th it, 
well , we've Just got to atoo him fro~ a rres ting thia 
Capta i n and maki ng this poor Caotaln a soat. 

Yeah. 

Wh8t? 

Yea, I think eo , t oo . 

And I Juet thought - all these things take so long, 
you know. 

Yeah. So we 'll get it mo ving right away and find 
out Just on "hat au t hority Drum d i d act , if he did. 
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That ' s i t. 

Xes. 

And then the Mayor kind ot calmed down. I t hink 
he wants some ki nd ot an apology or something, you 
aee. Well, it t hat's all he wants, I'm perfectly 
willi rg to •. ... 

Are you 1n on a meetin~ with him here Fr i day with 
ile rbert Lehman? 

I di dn 't know wha t it was about , eo I'm sending 
John Sulll van. 

Business t or New Yor k, and all that . 

Oh , i s that what i t ia? 

Yeah. 

tlell , I haven ' t .•.. . 

I think it's a good t ni ng to s t aY ou t of. 

I haven't got time t or such meetings. 

Yeah. 

But don't you th l nk i t ' a good to eave a li ttle 
tia~e? 

Yes. I'll start it here right a wey. 

~ecauee it gets down t o what statut e lt is , and 
I mean, 11' ha ' s going to be bull-heeded about 
1 t. 

Yes. So we mlght 11 8 well be !)r eoarad and see 
whe t's ···hat on lt . 

'l'he t ' s r i ght. 

Okay, Henr y . 

And then I'll tell Ed 11' he hears any thing 
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tonight to let you know. 

Okay. 

Thank you. 

Henry. 

Yee . 

Where are you? At the Treasury? 

'l esh. 
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It you want to eto :> in :>n the way ho~ne, "Ae can 
~ive you some oocktaila. Dotay's having a birth­
day before the blackout. 'lie tried to get Ellie 
and you l es t night, but Elli~'a out ot town. 
On the other hand, it you're tired end want to 
lie down, 1 111 excuse you . 

I e it Dotsy ' s birthday? 

Yeah. But i t ' s the end or a buey day , and you 
don 't have t o droo ln. 

Gee. '•'ha t time ls she going to h8ve this? 

Arounc elx o 'clock, and some or our 
a r e just dro?ping in before supper. 
eu?oer, becaus 6 there's no blackout 

(Laughs) 

(Laughs) 

·•ell, let me see how I get along. 

Okay . 

Wlll you? 

Swell. 

Thanks. 

oeoole 
Not tor 

f~>cllitlee . 
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J!X:.ORAIIDUll FOR THE SECRETARY'S DIARY 

The Secretary told Ted Gamble, Ferdie 
Kuhn, and Ed Foley that Uayor LaGuardia called 
him, much upset, because War Savings Bonds leaf­
lets had been dropped from a plane over New York 
City aft er be had refused to grant permission for 
the distribution of the leaflets, The Secretary 
said the t!ayor was quite irate and was insisting 
that someone in the New York Division of the War 
Savings Bonds staff be disciplined, He spoke par­
ticularly of the pilot and said he was going to 
have him arrested. The Secretary argued "ith 
Mayor LaGuardia and asked the ~yor to give him 
twenty-four hours before the 1~ayor took any action. 

Ed Foley went back to his office; 
called Dick Patterson on the telephone and learned 
that he and Mr. Pope had already gone to the Mayor. 
When they returned from Mayor LaGuardia ' s office 
they called Mr . Foley end told him that the 1!ayor 
was somewhat chastened by their visit and promised 
to drop the matter if some statement were issued 
by the New York \'/ar Bond staff to the effect that 
the matter was not to be considered as a precedent. 
The proposed statement "hich Mr. Patterson read to 
!~ . Foley is as follows: 

"The dropping of leaflets on part of New 
York City is regretted by me and the en­
tire commi tte'e, T'nis was due in all 
likelihood to some one of the many en­
thusiastic members of the d.rive not 
familiar with the la" prohibiting the 
dropping of leaflets on the city. We 
have explained this to the l.!ayor. Of 
course this will not be repeated and 

I 
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we want to make cle~r as the Mayor stated 
that it does not establish a precedent. " 

1~. Fol ey told Patterson that he would 
speak to the Secretary and call him baok. 
lfr . Foley telephoned the Secretary at his home 
and obtained apr.ro7al to the proposed statement. 
}~ . Foley then telephoned Patterson and Patterson 
promised t o have the stat«ment mimeographed and 
distributed. 
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JUlia 17, 1942. 

conrerance 1n Mr. llhite•. attica 
JWie 17, 1942 

t.alS P.ll. 

Preeenta Jlr. Wbit a 
llr. Bftl.q 
11r. Hiea 

Jlr, Bmq called upco llr. lbite to 1nro,.. him o! London' • 
rapl)' to Jlr. B•lq'e eeblegr8a on R.K.o . •a requeft t !or tile releaaa 
ot ito lunda blocked 1n Brit.e.1n. Jlro. emq read b-CII tbe cable 
that ~ had race1Ted .!rca Load.oa. !bie cable aa14 tbat tile ru. 
agre-nt bad b .. n ll&de at tba requeet or the United Statee Gcrrem-
Mnt and thet the Br1tieh Govenaent did not t eal that 1t ebould 
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chance tbat acra ... nt w1 tbout bednc oo requeetad b7 the Urd.ted Statee. 
Howe,.r, the Britiah Gcrrel'OJIIIUlt wu prepared to consider e:JIII)&t.hetieo.ll7 
111 approach b-011 R.K,O, •e London repraeentative 1r the Britl.eb Govern­
ment could repreeent ito action u beini taken at the requeet of tile 
United State• and i1' tbe Britiab Gcrranaent could be given eoaoe USUl'­
rance that granting tbe requeet or R.K,O. would not be taken u a 
precedent b7 the reat of the movie i ndue try. 

llr. Wbite eaid t bllt he did not believe tho Treaauey would be 
willing to requeet the Br1tieh Ooval'llUnt to releaee R. K. O. 1'Widl . 
He eta tad t.het tbat wae a JO&tter be-an tile Br1 tiah Tre&eW')' and 
R,K ,O. Preeentatione had been JMda to tba U. s. treaaUZ7 b7 R.Jr,O. 
that t~ 1'1na.ncial. eituation wae -. .. ..,. eerioue and the treaauey 
had ...sa a au.ttieient •uw!naUoo or R, IC, O. to aeaura itael.t that that 
wee the cue and tbot they tbere.tora bod uked tba Br1 t1eh Goweuwt 
to she R,Jt,O, Ie cue eere.tu1 and •1111P&thetic C<llleideraticn. But, 
Jlr. Wb1ta eaid, be pr--.c1 tbllt the Britl.eh !'reuuey would co into 
tbll u ttar end eatief)' 1tael1' ae to tbll 1'1na.ncial coDditiG> or R.I.O. 
llr. lbit a ll.eo oaid t bat e daeieioo to releua all or pert of R. K.O. '• 
blocked lundl would not, it •-· be incouietent with the acre-nt 
which the Britiab GoverDUDt bad •dl with tbe entire lila 1.nduetr)'. 
llr. llh1ta told llr. S...lq tbat tile 1'1la induatr)' bed ado repree.,~ 
tiona to the freeorury with respect to t beir blooked lundl tnd that 
tbo treaauey bed taken the pceition t hat that wae not a •ttar which 
could be appropriatal)' be taken up by tho treuuey Depar-t and 
t hat the State Depar._,t bed taken care ot the nesotiatiou in the 
fila induetr)' contracte or the Britieh oa ... ~t and tbat tbq were 
the appropriate Department to conaider an;y 110dit1cation or tbot ar­
ranseMnt. 
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The R.K,O. cua, how"er, ......, the cua ot a COlli*!)' 1l1 eeriou 
tinoncial ditti~t.I.M, and wblle ita publlc relat.l.ona cl».racter 
llig)lt &1.,. it eo.e apaeial att.>t.l.oo, ita cua wu cODS1dere4 b7 ilia 
treuur:y becuea ot ita tinaocial poeiticn, art, llr. 'lbite ftllt en, 
be -.J.d wiah it to be cleerl;r Ullderatood illat ilia Treuur:y wu not 
requeet.l.ng thAI Rrit.l.ob Treuur:y to unblock thAI tl>.ndll ot R. I . O. Tbot 
wu a decieion tor the' Rr1 t.l.eb 'b'e&IIUl')' to Mka. Tbe On1 ted Sta tee 
Treuury na Mrel:y aolcing that they co into the Mtter with R.K.O, 
and hoped that thly would g1n the caae ll)'lllp&tbat.l.c coneideration. 
Mr. Bewley said tbo.t he would inform London of the Treasury'• pooition. 

llr. 'lbito repliecl that 'llhen the 1110tioo pictlll'e repreoentetive 
• ..,. to t he Tre&IIUl')' it na oaid t hat the incluatry would not object 
to R.I.O. being £ivan opaeial conoideraticn it the 1\l.nd.l ot tbe en­
t ire induatry could not be unbloclcecl. llr. 'lbite at that tiae aalced 
llr. Schaefer to obtain h<lll ltr. ~ a letter putting that aaauranca 
in wr1t1ng. Tbi.e letter hal net :yet been ....:ai'fed. llr. 'lbite oaid 
that be tboucht the Rr1t1eb Oov"""""nt 01111ht to continlla 1te negct1a­
t1one in the R.K.o. cua, blt asked that 1t the clecieicn wu to be 
favorable, before ~t wae to be co~ted that be woulcl a~ 
precia te 1 t it llr. Bewley would first infOJ'll llr. Wb1 te eo tho t we 
would have an oppcrtuni t:y to uk tb011 to deay 1t necessary until 
we got the pl'OIIieecl latter. However, llr. White also said tblt tho 
letter wu a matter between R.K,O. and the United Stetee +reuur:y 
and tblt the Br1 tieb Treaeury llig)lt wieb to receive uaurancea on 
ite 01m account troa R.JC, O, and that that would be a atter which 
neturell;r they would talco up w1 th R.K.O. t"-nbee 1t they wiebed 
to aecure such aaaur~•· 

llr. Ricka aeked llr. Bewley llbether the cCIIIi-t reduct ion .., 
the Savage and. R..1ncton U.S contracta abOim in the Jllne B. P. II. 
statement wae in addition to that sbOim in tho January etatollent . 
llr. Bewley agreed to inquire. 
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Ill aW1ou of 

hlor1p\1on 

Tot&l 

1,.,...,.,. 
hb. 
l!&r. -· 11a1 15 nwo 
JW>o15 Boo4 
J\IJ\ol5 8oo4 
J\11.7 

.,.,1&1 11t1Mt, 1tnet ~1• &t opt.1oa ot bo14er., ~1:&1. .. .-up 
boD4t, n. dt'bencuret, aa4 Ut'Ytt tor whlob. &D txollup otter hu bMD ..a. u4 
a ooep't.O. b7 tbe 'buJ.lt or tiM holden. Inol\llllet Oel"\1ft .. ttt or 1a4ebH4M ... 
Oal.l..ablt lttuu vltb ret~ot to whloh a 4tf1A1tt not1N o f oa1l hat bun M4e 
·~ 11ttt4 •• fixed .. tvrltt.e. 

Regraded Unclassified



,. .. 
1950-J&D. 

hb, 
Mar.l5 
APr. 
11&1 
JW\1 
J•1r ..... 
lop\,15 
oot. 
loT. 
,. •• 15 

1951-l&D. 
h b. 
..... 15 

""'"· ...., 
JW\o1~ 
JW\o1 
JolJ ...... 
lopt,1~ 
lopt.1 
Oot • 
•••• 
Doo,1§ 
O.o.l 

1952-l&D, 
h b. 
llar.15 
APr. ...., 1 
lllllol5 
Jolf ...... 
lopt.15 
Oot.15 .... 
,. •• 15 

195}-Ju. 
h b • ...... 
APr • ... , 
JUol5 
Jl1l7 .... 
~~~·· Oo • .... 
DH,1~ 
Deo. l 

' ' 

~-.. ot DlrHt----- lo- },/ 
~- 1, 19V 

.n J s .. or tel.J.aN) 

P1D& --lu. .. ...... 'II 
DHorlpUoo P1Nt Mllal>le n.l•-U.. 

DU..t -- DU..t -- Dl.root ......... - .... -
lo.n4 2jl (19*"50>-.---- -- r--- --- !1,115(!) 

lon4 2•1/2jl (1950-52) --- -- !J.,184 

lon4 2jl (1,-a-50>- --- --·- -- --- r-571-. ... 
Total 1,186 ,6114 

lon4 2-~ (19~) - -·- --·- -- --·- 1,22) 

aon4 2jl }ij'?~1) 1,0111(!) --·- --- 1.6if" ---lon4 2-J 1 51=5'> --·-r---
Bon4lf (19~-55L _ 
Bon4 (19 -51) -- r--- _ 755 

1.292(!) 

lon4 2-1~ (1951-5)) .1,114(!1 r--·- ---lon4 2jl (1951-'55) _ r- -·- --·- _ 5f0( 

fotll •• 010 ,.529 

·- 2-1/2jl (1952-';ll) 1- -·- --- 1, 0211(f. 

=: ~1~ttl~L55r 1--·- --·- 1:';1~ - ·-- 1--·- _ m 

!1.1114 -2-~ !19~! r--- --- ~-- - -
lon4 II- 19 7-52 f------ 1--·- --- -159 

loo4 }-1/. (19119-52) f--- --- --- --- - 1191 

~til 2.525 2.-J& 779 

lon4 2jl (195}-55) __ r------- _ 725 

1, 71!16 ·- 2-~ !1~'! r-- - --- --- ---·-2- 19 ) f- ·- ·- 1,US 

1otll 725 2.9oll 

1-

Regraded Unclassified



62 
Oalo- or Dl-•-_._.-.--ll 

-~. 1,_ 
( la eUUMI' ef ..U..) 

Drleorlptloa 

Bon4 2-7/~ (19!i5-!io>l.--

Bon4 21> ().9S}-551-
Bon4 2-11'~ (1952-55 

,fu.lJ ...... 
hp•.15 Bon4 .,. (15~1··551-·-1 ·­
o ... 
JIOY. 
Doo.15 Bon4 21> (1'151-551-

Regraded Unclassified



195'-Jt.n. 
l'el>. 
1Car.15 
Apr, 
11&7 
J-15 
Jul7 
""&· .. p,. 
Oot • 
• o ... 
Doo. 

1959-Ju. 
reb. 
Mar. 
Apr, 
ICaJ 
Jw>o 
JUlJ 

wo.-. 
Doo, 

Colo- ·~ Dl-t-_._.-- .. _ J1 
,_ 1. ltv 

Jla e Ultfte of ..U...) 

PUe4 • tu-tU•• 

Bood 2-1/1!1- ( 

2• J/111> ( -919 

!otol 

2-}/111> 

!'o tial 

1961-Jan, 
r.'b. 
Mar. 
Apr, .. , 
Juno 1 P.....,a ~---- -50 
Jult 
.we. 
hpt . 
Oot. 
lin, 
Doo, 

Regraded Unclassified



CaleM&r ot Dlreot o.o4 ooaaru•- loe4e 0114 ..... !I 
, .. 1. 1~ 

(Ia aUUou ot dollare) 

Call.ablt hlllll 2/ 
Plxe4 .. ~\111 

Date DriMrlpUon r1re\ oa1l&ble P1A&l eaturttltl 

D1reot ---.. e4 D1J"Ht OvOJ'f'-he Dt reot o.::r-
1962-.lon. 

reb. 
liar . 
~r • . .,. 

llon4 2-l/~ ( 1962- 67 -482(! J WI015 --- 1----
Jul7 ...... 
.. p t . 
Oot. 
JIIO'f. 
De o. 

~otnl M2 

196)-.len. 
l'eb, 
Mar . 
~r. 
••7 
.Ju.ntl 5 
J~17 

Bon4 2- )/~ ( 195&'-6)) 1--- - - -- 1--- --- 1- -919 

...... 
k pt. 
Oot • 
•••• Deo. 

'l'otal 919 

19611-Jan-
rob . 
Mar,15 FrMO )-1/~ ( 19114-64) 1----
Apr • ... ,. 
J u..nt 

1---- --- --- 1- - - 1- - 95 

Jul7 ..... 
lept. 
Oot-...... 
Deo, 

!'otal 95 

1965--.~en, 
reb . 
Xar. 
~r. 

••7 
Ju.ne 
Julf ...... 
ltpt. 
Oot . ,. ... 

• .... 2-)/~ (196o-'5 ~ 1,1185 Deo, 15 -- - -- -
!'ot&l 1.1185 

t !'Uabl.e une. 
!I bolud.tt .apeo.1&1 luuee , 1a eue redt.-ablt a t opuoo o f bol<ler , Poet&l lartac• 

bon48, n.t.. U'M.ntu..na, an4 111ute tor wh1o.b an exobanc- otter ~ bttn ...S. aa4 
uoepa 4 b7 t.a. bull of U. bol.S.n. 1Aolu4ee CtH1tioat•• of in4eb"'- u • 

Z/ Callable luuet w1 ttl retpoeot to wlllob a 4tf1nU• notloe of oall bat been MAt 
are llated aa t1xe4 .atur1t1•• · 

Regraded Unclassified



Date 

1966-Jan. 
reb. 
Mar. 
Apr. 
)(q 
JUDO 
Jul7 
Aug. 
llept . 
Oot. 
JoT. 
Doo. 

1967-Jan. 
reb. 
Mar. 
APr. 
)(q 
JUDo15 
JU17 
Aug. 
llept .15 
Oot. 
J oT, 
Doo. 

• 

1972-llept .15 

! !&:xaO'Io 

66 
Oalea4ar ot Mfto' ul .... ....ne.4 lloab uA loMI J/ 

.hull 1 , 19'2 

( Ia auuou ot 40llan) 

r1JIII4 •Qu-U111 
Callable 

DoiOI'1pUOil l'lret oallablo 

Dlreot Guanll- Dlreot CkJal'UI-
toe4 too4 

. 

Total 

• 
Bond 2-1/~ (1962-67 ----1---- - - - 1---· 

Boll4 2-l/~ (1967-72 r--- --- 2,716(! 

.. 
Total 2,716 

• • • • • 

Boll4 2-l/~ (1967-72 1----1---- - -----
IIUO, 

1ln11 if 
l'1llll II& t1lr1 Ut. 

<Juann-Diz•oot too4 

-!82(1' 

• • 

2,<716(1') 

Regraded Unclassified



...... -.,.. 

~~ .. 
o:<>C • " 1119 ~Ylt 

1·11· ft 

t~=::. • lr. nr.u . '" ~ 

1,;"'· ~:"' • 1! Clt61o) )/~ " • ~16 

11 
010 ~~ I "!Y, ~1/1>. :LD 1, " ll/1 ~J ,.. ~.~.,. 
~ -;-iii 

., ... 

. ,.., )/'o$ .. • 111 1·1/~ mu: t 7~ U9'7J 

• 711 • 1» 

,,.. 11 Tl 
)-~" · m ~"--,. .. • •. :',11~1 

• ,. 11,~ 

l?M" ,. ..... ~ 1'~1 1,11 1 

U,))j 

.,. •• U,014 tl951} 

~ 

!·)/~ tt u .&27 c1"11J 

tl.'ii7' 

t-l/f$ " n.ol' Cl""l Z·lAJ. 1'1 l 1,S01 (1)5.5} .. .. I 7I'S lltsSJ 

>-IN,. • 61.1 c 19541 

t·111$ ,.. .,,,11 (l)iOJ 

1·1/t' 1'1 "·"' Cl,,.., 

t·ll"' u • 919 Cl,,, 

U• .uu .. •t ~1-aftJ 

-
~ " 'Jta~w .. 

01 

P.ii9 
11 .. 
)·l/11~ " ''! 1,"0 (10/15/'SJ 

"'ii.'iiO 

~., "' · m "' 
":! . , .. 

t-)/~ 1'1 U,Zlll (lJ'lJ 

~ 

'-W" ' ., (J.0/1~) 

1-t/1$ 1'1 . ·~ 
l'""'ij1 

" " U,191 U95U 

tl,.,. 
1·1/1$ ts U, lll& (19~) 

)$ .. • 1~ (19SoS) 

• ~~ 

-+ 

__,_ 
•·)/\-" • ,., umJ 

.. ,. 
1·1/., fl • 1111 
1-ll* 0114 Ull tt/1/") 

u."' 
Z•tn/> ft """ .. • r,: 

t l,Ofl 

1- l/.ZS ft "·"' 
n .ut 

.,. n • ,., 

.,. .. • Sll (1,0) 

• ~11 
i'" .. " •1/Z/t ,. • •. m HI~!! 

11, 171 

~11'· : n.~ ttm\ 

'·"" 

1,114 

~ 11,010 

----1-

( 

Regraded Unclassified



1 
2 

~ 
~ 
s 
9 

10 
11 
12 
13 

15 
16 

OWl!ID 8!.4!18 aAniiGS JOIIIJII - !O!.U. 

Co_.-h oa o! """" aalea to 4ah wt\lt. aal•• <luri-c \lie 

,... ...ber o! bQa1 ... aa «AT• 1a ~r11 &114 MAT 19~ 

(.u iuue prioe ill \lt.oue&D4a o! 4ollara) 

Jae 

• 29.539 • 29.m • 19,911 • 24,910 

15,~ 45. 39.4}0 ~·9~3 
21, 67 ;0116 72,olla ,1 1 

31,162 98,208 s8,6o5 S2,9J7 

}11,1~ 1}2,341 122 . ~75 111,289 

21,7 154,085 157.866 129, 7s6 

3S,57li 192,659 181,1131 149,lio9 

1},863 206.523 201,li6li 168,22 
}0,029 236.552 2~,101 115.9 
23,220 259.772 2 .156 196,667 

21,952 211,724 271,525 229,195 

21,1<39 }03,16} 296,152 242,969 

}1,2}5 }}11. 298 317,861 257,210 

11,1)99 J45,li97 337.371 279.933 

CONFIDENTIAL 

67 

147 ... 
115.2 
93.1 

110.1 
108,0 
97.6 

lo6.2 
102.5 
101.6 
1()5.} 
103.8 
102,11 

105.2 
102 .• 11. 

I .U1 rlprea are 4epoaih .,1\lt. \lt.e '!reuver o! \ be Uat\114 8\aha Oil 

aoooa\ ot prooee4a ot aalea ot Uai\114 1\ahl aaYiacl \oa4a. 

J'lprea ba'" b .. a roWI4e4 \o aearea\ \bou&ll4 aa4 will ao\ aeceuar11)'. 

1144 to total a. 

Regraded Unclassified



0.\o 

1 
z 
~ 
5 
6 

8 
9 

10 
11 
12 
1} 

15 
16 

tJI:JUD ft.lD8 a.t.TIIGI JOJD8 - UllD a 

CoJOpU1ooa of J11U oalAo \o 4a\o ritb aaloo 4111'1111 tbe 
.... awaber or bua1aeoo 4&7• 1a April oa4 Mar 1942 

(At 1oouo pr1oe 1a tllouoaa4o of 4ollaro) 

J'IIJlll April 

• 19,8}4 • 19,24 • 12,679 • 12,99} 
8,oea 27 . 1 24 ,26} 24,256 

12,970 lio,8u 46 ,~ ~5,050 
17,}88 58,199 55. 7,119 
24,7119 82,988 n .azll 65.115 
15,209 98,197 97.o49 n.m 
27,048 ~,245 114,218 

"· 7111 8,912 } ,1~ 128,670 97.925 
20,085 154,2 151.9~ lOS, 707 
15,678 169.920 161,} 116,081 
16.550 186,470 177.~} 1~ , 272 
15.2}0 201,700 1911, 7 1 .937 

2},9811 225,684 208,9}9 1511,62} 

7.5}5 2}} ,218 22},2112 168,10} 

CONFIDENT/At 
68 

156. 4-
114. 7 
87-7 
104.~ 
112. 
101. 2 

1~.7 
10 .} 
101.5 
105.} 
105. } 
10J.9 

108.0 
lo4. 5 

AU t1curoo are 4epoo1h w1\b ~b.o !raaourer of the 17111\14 natoo oa 
accoua~ of proooodo of oaleo of Ua1te4 l tatoo I&Yi"CC bon4o. 
rtcuroo han boon roUDde4 \a neareot thououd and will not aeooooar117 
add to totalo. 

, . 

Regraded Unclassified



~ 
s 
9 

10 
ll 
12 
1} 

15 
16 

CONFIDENTIAL 
69 

OoiiPf.l'iloa of .r....., oal .. •o 4ate wl\h oal .. 4'111'1111 'hi 
• - .,..b.r of bullae .. d&Jo 1a .April aa4 llq 19112 

(.U 111,.. pr1.,. 1a Uloi18AAU of dollaro) 

Juao 

• 9. 705 • 9.705 • 7.)02 • ll,9S'f 132.~ 

7,8~ 1l,6o1 1~,1611 21,677 116.0 
11,6 2 ,23~ ~.516 ~.097 102.8 

13, 77~ llo.009 ~·1~ ~·1118 120.7 
9.3114 119.3~3 ,751 , 17~ 101.2 
6.~35 ",111111 6o,Sl7 ~5.991 91.9 

11,~26 67,414 67.~ 63,6~ 100.~ 
4,9~ 72,}66 72.7 70,} , . 
9.9 112,}10 80, 77,197 101,5 

7.~ 119,11~2 2,1110 80,~116 10~.2 

5. 95.2~11 9 ,}91 91,623 100.~ 
6,210 101.11611 102,1o6 96.031 ,. 
7,251 lOS, 71~ 1011,923 102, 6~7 "·' }.5611 112,279 1111,~ 111,529 911.11 

.Ul f11'QJ'II are 4epoo1" w1 u, 'hi !uanrer of ' hi U.Ue4 S\at .. oa 
8C00111l\ of proooo4o of oaloo of U..i\14 8\a,oo aa'rlap boD4o. 

7li'QJ'oo hln boon roua4o4 'o aoaru\ •bouaD4 aD4 wU1 ""' a.ooouar11T 
o4d t o \otalo, 

Regraded Unclassified



?0 CONFIDENTIAL 
Sale• ot IJDUM hma aartac• BoDU 

J'ra hM 1 ~- hM U, 1961 
OciQare4 111n Sal .. •h fl:lr s.. Pnl.ot 

(A~ 1uue pr1oe 1JI alllloDa ot dollero) 

S.r1et! S.rlea ., D4 0 "'!!1 
Qllo~ •• Actual Balao w •. 

Aot!!!l. Sale• Qaaoh, I Balla M'~ 816•1 I Sale a : 

Data 1'u.1le 1 h» 1 to Data ~1 I :run. 1 to~· 111DI 1 

Daily to to u "ot Del~ to to aa "at 1)&1~ to 

Data PP• Qyg!t Date Date• I QypS, Deta 

1 • 19.8 • 19.8 • 11.. 7 91.~ • 9.7 • 9 .7 • u.o 69.8~ • 29 . 5 • 29.11 

I a.o 27.8 aa.o 86 , 9 7.9 17. 6 B3. o 76 . 5 15. 9 ~ .. 
s 13,0 .o.e "·' 87,9 e.& 26 . 2 3'7.9 119 . 1 21 . 6 67 . o 

4 17.4 ee.s 63,6 91 . 5 111.8 40 . 0 l!l. O 78.4 31 . 2 98. 2 

II 24. 8 8s.o 71! . 6 104.3 9.3 49,6 61.7 80.1 56,1 lat.s 

6 15. 8 98. 2 95.7 104.8 6,5 511.9 69.4 80. 11 21.7 1114.1 

8 87 , 0 1211.2 120.0 104.5 u .s 67.6 81, 2 ee. o sa.& 192.7 

- 9 8,9 1114. 1! lat. & 101. 4 &.o 72.4 89 . 2 81 . 2 13. 9 206.5 

10 20 .1 156. 2 149.6 1011. 1 9,9 02.3 99.6 82.6 liO . O 236,6 

11 15.7 169. 9 170,0 99 , 9 7 , 11 89 . 9 108. 4 82.9 211.2 259 . 8 

12 16. 11 186,5 189. 0 98 , 7 11.4 95, 5 1111. 4 82. 6 22. 0 281.7 

1:1 15. 2 201.7 2011.6 98.1 6 . 2 101.11 120. 8 84. 0 21 .4 ll0!1.2 

111 u .o 2211. 7 855. 11 911.4 7 , 11 108.7 130.9 es. o :u. 2 !1:14.6 

16 7,11 21111.1 1111.1 92.9 3.6 w.ll 137.11 81.8 U.l 5611. 5 

17 an.3 
147.8 

18 295.2 
137. 0 

19 317 , 4 
164.6 

20 11116.9 
170.6 

22 375.0 
181.9 

2S 1190.0 
189.1 

u 41$.11 
201.11 

211 441 .1 
212.0 

26 466.8 
221.0 

87 489 . 8 
228.0 

29 !ll!O.& 
241.4 

so &eo . o 
230.0 

Otrloo of U.. SIOl'lhl')' ot the 'l'l'eUUl')', Dlnelon ot ReaeU'Oh an4 Sto.tlatlco. 

So11roo : Actual 
11

1ea tlsuree 11'1 dopoalte '111th the 'l'l'eas:l'lr of t he Ul>ltad Statee on accoUIIt ot procooda or eoloo or 

Ul>1te4 Statee lf•T1nge bonda . Pi«Ul'le han been rounded .,d will not noceeoarlly add to totue. 

• 'l'akea into 8CcoUIIt both the daily t l'lnd during the •* a.nd the 110ntbl:y trod durlns the month . 

\ .. 

Qllote, I 

1VM 1 I to De\1 
to 1 u " o t 

P.lt SlppSt 

• 55.7 ea."' 
55,0 ea . & 
a.. 3 ?e . & 

114,6 85,, 
141. 5 95. 6 
165,1 94,5 

2()2 , 2 95.5 
1!21.6 911.1 
249.2 '"·' 278.4 ts.s 
304, 4 92.5 
!126.4 92. 9 

367,6 91 , 0 
S88. 4 89.0 
419.1 
4112.2 
482.0 
110'1.11 

1154.9 
379.2 
614.8 
&ss.l 
687 . 8 
717.1 

772.0 
800.0 

1une 17 1 

• .. 

Regraded Unclassified



JUN 17 1942 

1fT aeu liP. Boftl'4t 

1aow1-. tu.t fOil han _,. .... tulao4 
fl'OII utln ••nr.per work tor , ... tiM, 
it hu 00~ ... tllat , •• alpt 'be 

latereato4 1a 4ollc , ... work for the 
Gonr.eat. 'h llan a llic Job 011 ov haala 
111 the pr0110t1oa of the 11le of Wu Sa't'iqa 
BoiiU 1M it la .., belief that JOil oollU 
help ua .. teriallJ. 

Woula JOil oue to e ... to WuhbctCII 
to dlaOilll tha .. tter with .. , 

SlacerelJ TOilrl, 

Sooret&rJ of the troa•UI'J· 

1lr. 0. I. Jlcrfar4, 
Ballu 6 Coaw.t loab, 
Ca,toa, lllaHilrl. 

.· 

Regraded Unclassified



June 16, 1942. 

lo!tlo!ORJJiDUl( 

Secretary Morgenthau 

l4r. Gaston 

I talked to Pete Brandt of the 
St . Louis Post-Dispatch. He says that 
Bovard ia in good health and would pro­
bably welcome a chance to do some worth­
while war work. He thinks Bovard would 
be ideal tor the sor t of work I outlined, 
that is t he supervi sion of promotional 
copy. Bovard, he says, has a great 
f lai r for typography and lay-outs and 
like"ise a great contempt for the ad­
ver tising profession. He also said that 
he thi nks Bovard would be much more likely 
to come lf you were to sign the letter. 
rlence, I prepared it for your signature. 

Regraded Unclassified



TO filii IIIOdr.&IIY 

""o" fBD R, O.&IIBLI 

TREASURY DEPARTMENT 

IN"Tat ~ =-UNICATION 

Tbll proao roloo.H 1o I,._ tbo Jo,tiOD&l lildu.trlo.l 

contaranoa Board. thia Board operate• aa a reaearob 

toundo.Uon tor a .-11 croup or lo.r&o .... utooturo.ro. 1Aolvd• 

1ng tho•• wboee B••• are aant1011114 in the etory. 

!t>• .tvd)' wu Ulldoubtedly I.Jiop1recl by tho work tho 

Jo.t1on&l &oeoo1o.t1on ot -.nutaoturore 11 doln& wlth tbolr 

..-bore. All ot tb• o.ro .-bero or tbe I.t.ll. 

I ban ,..,t to - York toT a ooaploto report, juot 

I.JI ouo it I.Jioludoe otbor porti.Jiont 1ntonoo.t1oD that you 

111r,llt bo intoro.tecl 1D. 

73 

Regraded Unclassified



30 L 
BUSINESS 

JOVELPLANSUSED 
FOR WAR BOND SALE 
Confertnc• Board Otscrlb" 

Method• Oevlttd to Obtain 
Employ• Support 

the campalp. maa1 eomp&al• 
ba .... ..t quota.~ to .,. H&ct.S l6 
a aptdrted um._ and prop .... 
cn.~aytd prominuUy throupout 
tha «p.td.u.Uon. In the Bot.an7 
Wortted )(lliJI. lal'le rt4, Wl'lltt 
and bh.1e poettrt, abowl.n&" tha .~alta 
to date In the tonn or a tbermom­
tter, an placed on the bulltUn 
boarcll In all department.l. 

plaAL M _,. ............. bo• 
cnued lt• ._,. au.beerlptkms. the 
lftcltc,_tor MYaated. WIM:n a .._ 
parUMn\ ,.,.th~ 100 ptT c.nl pu-­
Uc.IJ*UOO. \ht LM1pia 'V' wu 
p~alntt4 on Ita tncltca t.or. 

"llonoc:o Produ<:ta Oompan)' eon· 
d'Uettd a eont .. t tor lht beat euay 
ot I\Ol more than ntty worda on 
'Why \Yt ShOUld Buy Unlttd State. 
Otf1nM Sondl.' wHh len print 
ranctnr from 10 tn Ddtmae sav­
tn.p Stamp• t.o a 1100 DefenM 8av• 
In&• Bon4, 

INFLATION SEEN LESSENED 

Volunt &ry Savlnp Vlawod 
Luunin& Impact of 

Post-Wtr Slump 

'-The RCA Ma.nufactllrlnc COm· 
pany dleplay• on tha frOnt of a 
buUdlnr two tour-•tory thermOfl'l• 
etets wh.leh recorcl tn percenta.r .. 
the proptu or employe. parUel· 
paUn&" and the: ddlta.r volume of 
quota ,..aehed.. The Mal"thali·W•ll• 

as ComC*ft.Y in Duluth, loUnn., hu • 
mural WbJ<:h orl,ctn.ally showed 
hot'd~ or bla<:k Ja.panue plan.ta 
over Pu.rl Harbor. For ueh $500 
worth or bcmllk pu.reha.Md or 

Bah: of war ~ lhrouala ,...,.. 
roll dtcfU(Uou bU eow ~ 
lhe moott uoport&a\ m.Sham for 
etteOUn.cm&' emplo,.. UuU\ In 
Amerlean lnd\1.1\ry N a rNUJt ot 
vicorou. promotlon cU\pe.IJM bJ' 
many compulta wHh Ult United 
Statu Ttt.a•ur)', ae:eordlnr to a 
•tudy j\llt eompltttd by the Con· 
fercnee Botltd. 1f Amtrlun work• 
u• volunt.arll)' tave •ubltanUaJ. 
amoun\11 or thtir prtMnL lllfl\ ln.· 
come' l.t.YI the board, tht thrtat 
•t lnrtaUon may bt appreeJably 
~Mt~ned t.nd the dltnenflont or the 
pon-~ar outrul reactJw:tmt:nt prob· 
ltm can be aoi\Jdden.bly reduced. 

I>HtrlWnr lht u,mpalcn• bt.lnl 
oondueW by a numbt.r of com­
p&nlf't , Ult board .. yt: .. "-put of 

~ a Japa.M:~M platll \1 Wt:tn 
out ot the ay and npl.eed _, • 
white Am•rk:aa p&.ane. 

.. IJlter--dcpa.rtmut C!OfttH\f b&Yt 
alaO bten WUtu·tH by • numkr 
ot com.panln to aUmul•t• bond 
alet. The Edl110n IJldu.JtrlU UN 
larJ• colord po~ters WbJd'L ahow 
the ptolf"* ot eaeh ct.partmnt. 
by number or aJrpJ&ntl; anothtr 
com,pany pi(:tu.rt:t t.nk.l In much 
Lh• aame rrt~.Mer. 

••Conroleum-Na.lrn, tne., tn an 
unutual inter-department contett , 
achte\'ed 100 pe:r cent pa.rttelpt.· 
uon of an ~oectlona. At the plant'• 
maln enltanee, elrcular tndle.tor .. 
one for eaeh depa.rtmenC.. wert Itt 
In a. 'V" formation. At the point 
of the 'V' wu an lnd1ea t.or tum· 
ma.rldnr progrt:ll thi'OUthout t.h• 

,.Jn mllny tnchiMtrlal ut.abll.lb­
rntni.AI, \he c.t'tdlt unJon t. oooper• 
aunr wlt.h the ma.nartment ud 
wtt.h la.bor ortanL&aUonl l.n aeblev• 
tnr 100 Pt-' ~nt J*rlldp&tion In 
the payroU-&llotn)Ut. plan tor th• 
tat• of war boodL ()rl)y a few 
coanpa.n.t" oC'ftre4 a monetar)' lft­
et:l'ltlft to t:mpiOyu d\Mr to W1 
er hol4 lhllr pnKI1l C<wt'DIII\Mt 
'Mftdl,. 'tbl Genenl '1'\D:M IMtnl­
mtn\.1 Oot'fOn.Uon 1.1 pa:t\nc 10 
pe:r unt oC U.. COIIt oC the bonds 
nft'IAlnlnJ ln tM aa.tociY ot the 
company to matllril7· U \hi boada 
a" withdrawn belon tn&turity, it 
pays 1 pc:r «.nt tor eaeb. i\III year 
In aaatocly. T'ldl Water AMOdate4 
OU Compt.AY rave eaeh employe a 
$100 OtftnH Bond Album wllb the 
tint 11 atamp atflxed, at the be­
rtnnlnr ot Ita eampalp..'' 
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1\ma 17, 
1942. 

Ted Gaabla 

s.aratary Morsantha~ 

I w1all :rou would explain to .. Wllat th .. a ~ 

plan•• are do1ns 1n oonnaot1on with our War Bond Dr1Ta oTar 

New York. Seoond, all4 110at t.portaut, oouldn't we gat 

tbh 81'01lP or plan .. wbioh new OTar !lew York :rasterd&)' • 

the OaJ'IIIAD plau .. all4 tha !n«].hh plau .. - t o uaa th• 

OTar a ooal m1n1ns tOWD. I wiah :rou would look into it 

toda:r and !iTa ma a repOrt ao.. tima tbh artarnoon. 

Regraded Unclassified



TREASURY DEPARTMENT 

I NTI:III OP1'1CI: COMMUNICATION 

TO T!IE 81CBBU RY 

""o" TBD R. O.u!BLK 

t'bo to liZ' 0 r pl ...... 

oallod AIR O.I.V.ll.CADI, and 

DATdiiiiAI 17, 1V.2 

you requoot.cl 1nlorati01l on 1o 
"::! 

11 o.n aotirtty ot ollr Spooial. a.eoto 

o.partment, wl\1oh hao boon worlt.cl out 1D oonnootion with tho 

Ar'fiY Air ?oroe. The plan• • 1n the CaYaloade a.re M~taeraohaitt 

109-E, Hurrioano, 8pitt1ro, 1'-~. P-39, L-1-.1. oon ... rtod 0-49, 

w1 th aul tiplaoo gUdor i n tow all! tranaporto to e>arry poroo..,.l 

othor than piloto. 

L1outonant Ranltin Robe rto, Pllblio Rol a tiona DiT1o1on, 

t ho Spooial .t.<>t1Tit1oo Dopart.Mnt of tho ....,. Sarlllgo Staff 

vloito oaoh ot tho oitiea inoluo!o in tho tour tc <lqO prior 

to tho dat o of appoaro.noo to m&lto all looal tio-upo. 

rho oitieo hno the option of roquirin& a fiJI purohaoo 

of a liar 8av1Dgo sta~Up for &4aiooion to the llllDioipt.l airpoto 

whore tho plo.n .. aro plt.<>.ci Oil diopla7• 

Tho .a.r.y do.. oo.,. roorui ting work in oo....-otion w1 th t bo 

liar Bond Progr ... 1o ti.cl into thoir a oth'it1 ... 
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l!h.oling, wert Vlr&inl&, 1o ono ot tho tGwno ori&in&lly 

aohedulo4 to be included in the tour, but iD&II'A\lch &o a&llY ot 

thou pl&Del h&Ye & hi&h l&nding opeod, it wao not poooible to 

uoo t ho local &irport. rhio would bo truo of 1110ot of the mall 

OOQ:DWl1t1es. 

Fcllowins your oug;ootion, we ar e tryinc to work out a 

• pocial ll i &ht trOll Pittobur&h, Superior &D4 Louitrllle onr 

&inin& towraa 1D theae a.reaa. .&leo. •• h&Ye Mde & requeat ot 

tho IJ'rq tor the " '" ot t h11o , ... pl&Dol &D1 flyoro following 

th1o tour tor opoci&l a ct1rltiea trom I OM o.ntr&l bue iD the 

coal :aiDing ret;iono . 
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LISi' 07 CI'I'IE8 '1'0 Bl VIIITI:D BY 

AIR C.lV.U.C~ 

•- York 

Prortdonoo 

P1 ttobur&)> 

C1Dohmat1 

Ind.iuapolh 

LouieYillo 

St. Louh 

lan .. o City 

Omaha 

111Dnu pol1o) 
St. Paul ) 

Dllluth ) 
Sup.r1or) 

Jl!.lwauJooo 

Chio&&o 

78 
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JUDI 17 t l!K2 

tO: llll. GAIIBLI 

FROih m1 SICRl'UIIr 

On par 4.7 of tM - t NOIIIt edit10G of 
"the Klnute Man there 11 a .. all ploture of the duo­
aotion billboard 1n Loul11'1lle, Ientuoq. I woul4 
like to haTe a l areer ploture. 
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Subject: Iae 
during 

80 
TREASURY DEPARTMENT 

INTER OtrFICE COio41o4UNICATION 

DAT& JUN 17 1942 

savings bon<lo qual11'y1ng 
June b and June 13. 

Attached to th1e memorandum are ~ tables present­
ing t he moat recent data on corporations qual1ty1ng 
as i ssuing agents tor war savings bonds. A summary 
ot t he data incorporated 1n the tables follows: 

(1) 

( 2) 

( 3) 

There were 132 corporations qualifying as 
1eauing agents during the week ended June 
6 and 115 qualified during t he week ended 
June 13, bringing the total number or cor­
~oratione qualified to date to 2 , 13~ 
(Table 1) . In the aggregat e these companies 
employed 5.7 million workers , or nearly 2S 
percent of the t otal number ot persona em­
ployed i n all companies having payroll sav­
ings plane (Table 2), 

With respect to the l arger corporations, 
the number wi th 500 or mora employees which 
bad qualified as issuing agents vas 1, }9S 
nt the end of last week, or 29 percent or 
the t otal number of companies or this ai~e 
with payroll savings plana. The Federal 
Reserve Banke or Richmond and Minneapolis 
are still behind the other bank& in qual­
ifying larger corporations as issuing 
agents (Table 3) . 
Among the l arger corporations which qual­
ified ae issuing agents duri ng the past 
two veeke were the Alu~inum Company of 
America the California Shi pbuilding Cor­
poration the Federal Shipbuilding and Dry 
Dock Com~any and the Packard Motor Car 
Company (Table~) . 

v 
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Table l 

Corporations with Payroll Plana Appointed 
Yay 16, 1942 to date 

• 
Federal Reserve District 

t 0 I I I 0 I I 0 I I 0 0 0 I I I I I I t 0 I 0 I t 0 0 O O I ll 5 

I 0 I 0 I I 26 26 

t t 1 t 0 0 0 t I t 0 0 I t I I I t I I 0 o I I t I 9 7 

0 o 0 0 I 0 0 t I I •••• 0 I t o 0 I I I 0 I I I 0 I 18 ll 

o I 0 o 0 I I I t t 0 o o o o o 0 0 6 :s 

t 0 t 1 o I 0 o 0 0 0 t I I I t I I t I I t o I 0 t I 0 I t 25 8 

••••• • ••• 0 0 • 0 I I I 0 I I I t t 0 0 0 t 0 0 0 0 16 2:S 

Louis ••• • •• ••• 0 I t I I I o o 0 0 o o I 0 0 0 0 0 14 20 

8 •••••• • I I t I t I I I 0 0 I I I I I I t o I 0 2 2 

C1 ty I •••••• I ••• 0 •• 0 • I ••••••• I • I 4 2 

0 I o o o o o I I I I I I t I I I o I I o 10 I o o o 0 I t I I 0 2 l 

0 I t I t 0 I I t t o t o o o o o • I I 16 21 

t I t I I I I I 0 I I I 0 I I I 0 I I t ~ 129 

Seeret aey of the Treasuey, 
Research and Ste.tiatioa . 

8:1 

aa Issuing Agents 

10 11 

24 26 

8 9 

6 8 

7 6 

6 ' 26 19 

1:S 9 

1 l 

4 ' 
1 

2.2 ~ 

~ 132 

ll 

20 

8 
6~ 

6 

4 

l 

1 
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!able 2 

Corporations Acting as Issuing Agents tor Savings Bonds 
PUrGhAeed by Their Employees Under Payroll Savings Plans 

January ~1 , 1942 to date 

Da t e 

: 
• Number ot 
: corpora­
; tiona act­
. ing as 

iaauing 
agents 

31· ·· · ~51 

686 

9~1 

18 ...... 1,110 

25······ 1 ,22~ 

2 . I I I I I 0 0 I 

0 

1 , 3~1 

9......... 1,4.75 

16........ 1, 624. 

1 , 75~ 

1, 887 

6.. .. ... . 2,019 

1~ . ...... 2,1~4. 

!lot available. 

: Number ot : 
; employees ; 
; in corpora- ; 
• tiona aot- · 

ing aa 
i ssuing 
agents 

Nliiilber or 
employees 

in all 
corpora­

tiona with 
payroll 

: plane in : 
: the Gountry : 

* 15, 000, 000 

* 17, 000,000 

* 19,000, 000 

~ . 179.~4.9 19,500, 000 

~.4.4.9 , 927 19, 700, 000 

~.9~.448 19,900, 000 

4.,401,7~8 20, 000, 000 

4.,917, 904 20,000,000 

5,08~,890 20, 000, 000 

5, 286,402 20, ,00,000 

5. 558, 5'4. 20, 700, 000 

5,725,107 20, 700, 000 

the Treasury, 
Statistics . 

Percent ot 
employees 
in corpora­
tiona aot-

ing aa 
issuing 
agent a 

JUne 

* 

* 
16 .~ 

17· 5 
19.8 

22 .0 

24..6 

25.4. 

26.0 

26.9 

27.7 
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!able 3 83 
Progre .. or the Federal R .. er'N !!&Dire 1n Appo1nt1Jl8 Corporat1cme 

With 500 or llore Bllploye .. ae IaeuiJ:18 Agente 

Federal 
Reserve D1atr1ot 

Boston ,,,,, , ,,,,, , ,,.,, 

New York • ••• •• .. •• • • ,,, 
Philadelphia • • •• • •• •• •• 

Olevel.and • •••• ••••• •• •• 

Riobmond . ,, • •• • ••• • , , • • 

Atlanta • • , , • • •,,., • •••• 

Chicago ••••• •• , , ......• 

st. Loui• •••• • • •• • ••••• 

Minneapolis ••••• •••••• • 
Kansas City •• • .• • .• •••• 
Dalla a. ,, . , • , .• , . .. . •• , 

San Franoieoo • • •••••••• 

Total • •••• • •••• • • • 

ll\llllber ot 
oorporatione 
with 500 or 

more employee• 
1n the Federal 

Reserve D1etr1ot 

475 
902 
427 
592 
44b 
228 
868 
152 
101 
147 
72 

,68 

4. 778 

Offioe ot tbe Secretary of tbe Treasury, 
Division of Reaearoh ~ stat1et1oe. 

triiaber ot oorpo­
rationa with 500 
or more employees 

Peroent 
appointed 

•• 1aeuins appointed ae 

~-:-~~w=r---

105 112 22 24 
267 280 30 31 
171 177 40 41 
116 123 20 21 

56 56 13 ~3 

6o 62 26 27 
317 323 37 37 

62 68 41 45 
14 15 14 15 
33 33 22 22 
20 20 28 28 

108 -- 129 ~ 22 
1,329 1, ,98 28 ~ -

J\me 16, 1~2. 

Regraded Unclassified



Week ended June 6 

Company 

1 . Companies with 5 , 000 or more employees : 

AlUII11num Company of America , 
Pitteburgll, Pa • •••• . • . • • •• •.. •... ••• 

Federal Shipbuilding & Dry Doc k Co,, 
Kearny, N. J • •••• • • • • • •.•• • • • • • • • • • • 

Boover Company, Nort h Canton, Ohio , •• • 

!.!onaanto Chemical Co. , St . Louis , !Jo .. 

Kahn & Fel dman , Inc,, New Yor k , N. y ,, 

national l4allea'ble & Steel Caat1J18a 
Co. , Cleveland, Ohio •••••• • . • • • •••• • 

Avondale Mille, Al exande r City, Ala ••• 

McLellan Stores Co. , New Yor k, If , Y • • • 

American Hardware Corp ., 
now Bri t ain, Conn ••• • • ••• •••• ,., ••• • 

Oliver Iron !UniJ18 Co,, Dulut h , Minn • • 

Co:nbuation Ensi neering Co., Ino . , 
new York, N. Y •••• ••• • , ••• •• •• • •• • •• 

llygrade Sylvania Corp . , Sal em, Maaa ... 

Subtotal - Companies with 5, 000 
or more empl oyee••••••• ••••••• • 

2 . Al l other c ompanies ••••• • • ••• • • ••• ••••• 

~. Total all ooopan1ea qualir,.tng •• ••••••• 

'l'a'ble ~ 

Companies Qual1tytng aa I aauing Agents 

JUne 6 and JUne 1~ , 1942 

Number 
of 

Employees 

61, 500 

21,12~ 

u ,,o, 

M54 
7, 310 

7,000 

6,990 

6, 540 

5, 887 

5, 866 

5,612 

5,200 

151, 685 

120,441 

gz2 ,1~2 

l . 

2. 
,. 

l'leek ended June 1~ 

Company 

Companies w1 th 5 , 000 or more employee. : 

Californ i a Shipbuilding Cor p ., 
Wi~ngton, Calit • • .•.. • ...... • ..• •• 

Packard Motor Car Co., Detroit, Kich •• 

Swift & Company , National Stock Yards, 
Il.l1no1e • . , ....•••• . .... . .•. , • , ..• • , 

Naah- Kelvinator Corp. , Detroit, Kich , , 

Subtotal - Companie s wi t h 5, 000 
or more employees •• ••••••••..•• 

All other co:mpanie a •. ... • • .• ..• • .. . . • . • 

Total all companiea qua l i fying •••• ••• •• 

Office or the Secretary of the Tr e asury, P1vi aion of Resear ch and Stati a t ica. 

Number 
ot 

Employee a 

30, 666 

20, 165 

11,006 

5 , 000 

66, 837 

99 ,7 36 

166, 573 

JUDe 16, 1942. 
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WENOELL L . W ILLKIE 

I S BROAO STtlltCCT 

New YO"K 

June 17, 1942 

MY dea r Mr. Morgenthau: 

Thank you very much for your 
gracious note of the 13th. I appreciate 
it very much. 

I was very happy to do all I 
could in connection with the parade for 
the heroes. They are a fine group of 
lads . 

Good l uck to you in your bond 
sale program. 

Hon. Henry Morgenthau~ J r. , 
The Secr et ary of the ~reasury , 
Washington,D. C, 

, 
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1-. 13, 1MI 

Dear llr. l llniaa 

Upoa ratvab& te • •hlac\a after 
eo aba111 .. or • t .. U,a, I IIMr &leriJic 
reporta of tlae ,..t ,.. pl.aJM 1a U. 
wtlc- to tile •• be,... • haf'J• 

• 

ToW' ~ at Wl ... Stare O.rUil, 
u I r.U aMiat lt la tiM _.,.,.,, atneli: 
uactlJ' tbl rlpt •te t .. U. ennla. 
To• •- to M'll ... e a laetbc I i u .. l• 
DpoD the bo71 tJitMilne0 u4 JM eclltrlkt .. 
l•e111elJ to the ... oe11 of ... Ton'• wel-. 

ror all tllet 1•• cUi te lloMI' - Yhltara, 
1 aa 1101t &PCteflll te fno 

llr. !:.null WUlkle, 
1010 r ltth A•eaue, 
Ilea York Cit7. 

FK/cgk 
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M!KOIUNDUM 

To: Secretary Morgenthau 

From: Mr. Paul June 17. 1942 

I attach hereto a proposed letter to be sent 

to Judge Healey of the Ways and Means Committee. 

The Judge asked me yesterday for th i s letter in 

order t hat he may square himself wi th the Judges in 

his District who are pressing him to t ake the Oath 

of Office. The Judge wants to stay on through the 

bill and thinks that some letter from you vill do 

the trick. 

Attachment 

Regraded Unclassified



JUN 1 'l 1942 

Coar hcl&e lle~o 

..... ,.~ baa ~1.-d .. 1.ha\ 1'" ........ 
\ent.aUW pe W ten .,,_ Oetb et Otti .. b 1.be 

r-ral W trtc\ Co"" S.. •-'-''- • h )T '"· 
1 .-ld Ulta w - .,... ,_ \be\ ,_ ,."',_ \llu 
atep 1a erder \1181. ., ... ..,.. .-pl8w .,_ wl•~ ...,.., 
on ~l:e 'iiiTD -· If- c-1'*ee 1e c\S• .SUI \lie 
lou~. 1 -.'-d \l>a1. T" !left .. -... '*Sill 
79« ODVI for e period el allooe\ Die ..nbe 1e ...... 
w- wt\h \lie c-1\-.... \lie\,... hew ...SW41 
tor • lane • period, t\ -u - ,...U.U~ _,_ 
...... 1t ,_ - , ....... 1.w e\ \be -' ..S\tal 
jane\IIN .~ oa1T • ,.,. _., .... aen\S. •' \he \a 

btll-u. 

I hope,_ .Ul t1Dd 1\ oonwnl.ell\ \o .-1D S.. 
'ifoehillc'a WIUl t.lle \U bill 1e ...... lir \lie Hou• • 
l - .. t tell T" hew 11ppnale\SW I • ef t be 
~d wp;--' .,... "-"a 11- \lie ~ pa p otle. 

,~,. ....... 
../ 

/ lllcaot) • · • ••• •••'-•• 17~ 

) ) 

( 
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o.ar n-r• 
1 reool...cl 'fO'U" note ot ,_ lab, concern1nc 

Ulo pooolblo ... or ''""' 1o ""' liot~OC<l '"'"'""r 
tor o !boater 1111,( C&nteoo>. llbllo ~Ilia leoat1oe 

t ...... M1J1 ot Ulo ocU" tUoa ot tbo 01....,.o1Dc 

orrleo on4 1\o a.• tor tho purpooo --.~·~od oould 

or Ulooo tU••· 11;:r Acalobtrou .... hole~t, 

llr. rt-poon, .uJ. be 4r1Aid \o coo)Mroto tutl1 •1Ut 

thoao 1ntoroo\oc1 in t!lio project 1n -111,( Ullo 

opoeo &Yolloblo o\ tho earli- pooaiblo -"· 
.d'f,:ct;ion .. t """ly , 
Me••"~• 

llro. Pnnlllin D. ~t, 

Tllo Illite HCNOO. 

89 
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Dea r He nry : 

T;.(!: WHlT£. HOUS~ 

WI.$ H.N OTO:O. 

June 12 , 1942 

I uncle ra t and t ha t the peopl e 1nter­
os t od in s t art i ng a Theatre Wing Ca nteen i n 
':ar.hinvton hf\ ve t alked t o !cr . Reynolds 1n 
y?UI' ce.>AJ' t mPnt AbOUt t he poee1b1li t y Of 
th~ir bein~ given soree space in the Belsaco 
Thentre . I a m tol d t ha t t he Treasury 
Depart~ent usee this bui ldi ng for storage 
&""ace. 

Will you be good enough to let me 
know i f there 1e a c~Ance t ha t thi s Cnnteen 
cnn hnve epace1 The loca t i on i s excell e nt 
an~ t hey a r e ke en to ge t s tarted . 

Affec U ona t e l y , 

Hon. H~nry Morgenthau,J r . 
The Secr e t ary of the Treasury 
... , Rh i n<'t on, )) • C. 

.. .. 
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TREASURY DEPARTMENT 

INTER OFFICE COM M UNICATION 

DAn June 17, 1942 

To Secretary Korgenthau 

FROM lfr. TbOIIIj)OOD 

With retorenco t o lira. Roosevelt ' a request t hat the BelAsco Theater 

space bo made available t or a Tbaate~ Canteen, this can be arranged, 

although at tome 1nconven1enco to our Dioburoinr Ottico, which is now 

using those quarters ae an activo tUo rooa tor cancelled cheeks. 

To make this space available it will be necessary to ,._,, tho 

tiles r ..... tho first, second, and tbi.rd beleoniee, orchestra and at&&• 

levels, t o 1510 H Street, about a city block !roc tho Disburling Ottico. 

Tho Disbursing Ot!ico took over tho Belasco Tboator space about two 

years t!.i0
1 

at • hicb till1e its identity aa a theater was somewhat disfigured 

throush tho removal o! all of the seats, building a platform over tho otago 

and elope in tho orchestra location, tho removal of theater boxes, and tho 

erection ot IIIIIch partition work. It could without considerable expense 

be roetored to ita origi.nal atmosphere. 

It. appears that llel-.yn Douo;laa baa been onergetieall)' in back or 

this proposal, be having contacted llr. Rqnolds of the Public ~dingo 

Ad:liniotreUon in tho matter. llr. Reynolds reported back to llr. Douglas 

that the location in question was not arulable tor tho purpose a s it • aa 
/ 

occupied by Treasury tiles. 

~/ 
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J111le 17 • l!IU 

WI deer ILr. PrMlientt 

I tbou.gbt you wouli 'be lDtor­
••tei 1n tbe 'feP7111lUual dUCCIYei'J W 
han j111t ••• throu.gh rorelp raaa 
Control0 UM17o W bn •oonr.a WOP 

$10 000 000 belea&lnc to 1ia11.PJ K. Blao'-r 
of lb. !.... !npot De. .u ... niel • 

I • attaohlnc bareto a -.-u-
41111 ghln.c 7ou -• .. talh about lt. 

!ba Preal ient. 

!be lobite a-·· 

lour• a1Acarel7 • 

Ulae4) I, lor••UIIIie' '-II 

• 

92 
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!Acre tar)' !.[or .-n tlwa 

h. • Fola,y, h. 

JUN lll!M2 

93 

7be f orei{;ll .FuDU Ccmtrol baa roMDtl.Y UAOonr.a 

Atllh 1A Tv1ou fin York 'b&nlca eaoUilt~ to $11, 639, 000 1A 

11ourit1u, and $263,000 1A ouh aooollllto, all own.a h1 
.uOIIJ'l 1!. BloolaMr. 

You wlll rooall, in ooaaeot1oa with t ho Teapot Dome 

Jll aoancl&l, that lJelu7 X. BloolrM" wu bolhnd to bo prlav111 

rupCIDiiblo fOl" oODU1TiA& oporat1oaa wberob¥ lv&• 1\Ga ot 

11.01111 wore obta1ucl h1 tr~ulent oil traneaotlou. Arollll4 

1323, when 111 ianot1pt1CIIl ot thoao opnatlon.o wu 1Aat1tutod, 

lllaclaur flocl t o Fran" &Ad baa ut oiuo POtlll'lled. lie 1a 11011 

in Sw1 taor lallll. 

Durhac the no:at fn r ovo hb pueport wu rnokocl, 

Le waa indicted em TVioua oO\IIlta, inclucllJil: incog tu nul on 

and per Jur1 in ooDD.oot1on w1 tb bio ineOlllo tu r eturn, and 

, roaident Coolldt;o 111ue4 a wanant tor hh an11t on per Jur¥ 

ch &rj.ll . Attupta wero udo to on.ll*e Blaola:leP trca 1Piuo 

and hb ouo -. th•111 hear4 la the FroDoh UlAJ.etry ot JUUoo, 

which d11l.aPOc1 1t oouU t1JI4 ao \ala tor eUI"'"e'eill"laQ: h1a to 

the Un1t.a Stat... Ia 1026 the frouh Oo.,...-t tlallz rotuoi. 

t o allw utra4J.t1ca. 1t TVl- tlau 'llobleen 192'1 u4 1~ 

f1Aa1 for eontapt of oftl't, totalll ObiNt $5201000' WIPI lmoi. 

&salAat hb JaOl"lOOA uoota. Ill )lq lOU, ol\'1 prooeeftlnp 

lrll"l OOilpPcaboi. l17 Iatonal llncM llpOII tho ~t of 

=~dcoo,ooo, but at leut two 11h ot 1Dd1ot.nb tor tu nu1011 

perJ1117 vo 1tlll outatmatn& &Ad he 11 n gll'4oi. u a 

t usitho lr1111 Jut1oo. 

th.ero vo attuh.a for 70111" o1£D&tUPO a -•• 

to tho Con-l eoiODar ot Internal Rl\'onue, and l etter• to the 

~eeretar, ot IJLter1or IIIII tha !ttOl"D..J Ooural, with r11poot 

to t hll lll&ttor. 

llD1tllletl 1. 1. t,, lr. 

l!Lll : .NlP: nh 6- 9-42 

• . ~ 
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cormuio~tar helnr iltg 

'i'ho 5eoretll1'1 

Bl7 1942 

You ~ be lntor .. tecl in tb.e follo.i.D& 

intorr.Atlon. 

The r oreigD FURdl Coatrol baa reeentlf 

di aconred t hat iienJ')' S:. !ihokM'!'1 • ho wu inToln d in 

tl.e t ea"'o t l>oue af!alr, hu aneta 1.n Tari oua !In York 

L&.r.b wount lDg to •263,000 in b.nlt &OIO\IIlh aud. 

~~ .~u ,OOO in aecuriti••· 

I &aa~Za that you dll careful.}¥ oannaa 

tny outal~din£ ol aica .mich t he Bureau of Internal 

tTenue baa aa&inat BlackDar. 

J.rq fiU"ther inforaation whlah rou ""if d .. ire 

wl th raapeot to t bb s;;attar ~ be obta.inec1 b7 c:onaul t int 

d t h L.r . ! able. 

liLH l cnrh 6-9-42 
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pleue 
: (15870) 

JUN 17 1942 

}.{)' dur Wr. Seontll'J 1 

You ~ be intereeted in t he folla.ing 

in! ormation. 

The Foreign Fund• Control baa reoantlT 

dieoovered that Benr,r U, Blaotm.r, who wu involved 

in the Teapot Dome e!f&ir, hu unta in vuioua 

Aew York banka amounting to $263 ,000 in bank aooounta 

and $9,639,000 in aeouritiee, 

Any further information with reapect 

to th1a matter which ia deeired bf repreaentative• 

ot rour Deputm.nt m11 be obtained bf conault ing 

with J. ; , Pehle, ~aietant to t he Seoretar¥• 

Sinoerell, 

The llonorable, 

The Secretar; of Interior . 

-
95 
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JUN 17 1942 

~ dear wr. ittornay General: 

You may be intereeted in the following 

inform.tlon, 

The Foreicn Fund• Control hu recentlf 

discovered that ileney 1!. Blaela:ler, who wu inTolTsd 

in the Teapot Dome aff air, hae aueta in T&rious 

96 

lief~ York banks amountine to $263,000 in be.nk account. 

bnd ~9 ,C39 ,000 in eecuritiea . 

Any furt her information with reepect 

to this matter which is desired by representatives 

of ~ our DepartJtent mq be obtoined by oonault.inj; 

wi th J . 1 .. Pehle, Assistant to the Secretary. 

SincerelJ' , 

The Honorable, 

The Attorney Generel of the Uni ted States. 
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JUN J 7 1942 

1 ...., t.- n•.vdnll* :r- m .,_- - m ~ 
el ....... o S&ld- tlld,eb. ~,.. Ia lr''ed· IJJA ... 
..... ..,... 'ac., ....,. _ ....,.,, •• 

I \. S. ., _. \11&\ U. > 4 'w.ll._ at tile oal.-
o4: 111.: t I'• :1w hm ..u1-' ... " 1a1 ,..,. twr ,_ 
"" .... _ .. - .... .. ,.. be.- -- .........uc .. tile 
"'rP .,. I M paM'~ r a JIIJ W ~ M ...... ..u. 
tile u.s.v.a hUu.eal .,..._.. n llw _, - .,. .._._ 

1--. u. ~ta.alla - I s 1"& a a ..._ -' ,.. <· 
....._ et1 r--...• '$ 7 1.----- PI I'Fo 
'111.11 1'.-l~ Ia --mvetd ..,.... 1 -.M ,.... at • 1 111t. 

lOW'"' I tom"- US l ' rtW! _. I V-' l 11&11'-
a.bl.a ..,_ oo.t ca JOU1I earta1 eec; mt'" Sa \Ma t a. 

111 ... 1) . ........ '" • • li4 

Col_., M llje 4 • .... 

...... ., ... 0 J'• -·,··· 1411 .. el . , ...... ~·l••· 
OM W' , z.tl._.. el *-1_.. ... , • ., 
2SUI ... I IU ut10 II, ,.,_, 

!! I' at to a. c. 

-
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laM 17, liMI 

WBlDlAIOOII TO Til SECUTAIJa 

t"Mre 11 ..WttH llerwltk tile .,.,.ulll re,...t 

el Lu4•LNH JVU&•• fw tile -k IDie4 ll1u 11, 

1942. 

A • ..r ... -. •• llel4 7 .. tel'4q attenCHa wltk 

tbt .-Mra et tile O..ral Staff relath• te tile llat 

ot lt ... wh.lu t11e aua1 ... ,.,, ... t Mlp,M av1ac t11e 

11011th of l'lllJ, alH tiM MJ.pplJII te 'lie _.. aftllalllt. 

101 

Tile 4etalW llata will 'lie hnlalle4 to •• Wa 

afttraeoa aa4 ' llate UMk wlll tMa lie _.. to 

4eto..U.. tiM utat te 11blu tiM n .. ,., ..... tM ~ 

Uae llullau ... be_.. aftlla\lt r... eslatlac at..U 

u4 tM utut te 11blu JIIHMH• wlll 11e .... •HPJ• 

-

( 
• 

• -
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J&-l u. "· Runia Chilla 
AllM.tl .. mr:· f=:~) t ::~) 
,.., ... Aatlllrla-

fi'I00:6) 8) 

u .. (lttaialtl .. ) ,1026.8 f670.2 $304.~ f 46.6 t 1.1 
1023.4) tJ76.4) (295. 7) 45.7) 1.1) 

a.Ja1a1u .. c1 ..... .. ,. ... f 1181. 7 r66i.8 f270.l t 45.6 t 1.1 
11'14.0) 668.4) 263~) 45.&) 1.1) 

Obllptl .. ( .... .... ) f NSo'1 $6411.0 f260.8 "' 811.1 $ 1.i f ... ~.'1) (640.6) ~8.4) C 311.1) ( 1.2) .. ,) 
eDIUWrlll t. r.-

llp le'W Ill 

f 1.7 It V. lo Pwtl f ru.a ~29.8 $ 60.9 $ 19.2 -
402.8) 321.6) ( 60.4) ( 19. 2) - 1.7) 

*DI1lwrl11 t1 f.,.~ goYara.anta at U. s. Porta do not include the tODA&ge that lr eltblr 1a 
et~l •J.a-\naal • atorage, or l n the port uea for whleh aotua1 reoelph han not lleea ,... 
Mhe ,_the f~r~lp COfti'IIMnh. 

llltll FlcYr~• ln parenth•••• are t ho•• ahown on report ot June 6, 1942. 
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'l'bt WllM of tha Unlte4 11A&4• Plll'obaM lvtllorl• 

&&tiOIII h eauecl D, U. ... s)Jetioa of J!.eqaialtlClll 

Ho. 11618, ••"•br tl.... tu .. .- tlape, 1a t.11a 

&IIOWit of $11,000,000 u aplut t.lla tetal ~ulalti .. 

aubQ!tted for olearance, reiUltlac ln a aet daoPta.t 

ot ;S,lG4,o~6 .69. 
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TREASURY DEPARTMENT 

PftiOCUftEMEKT DIVISION 

WASHINGTON 

June 17, 1942 

J.!Kl{awiDUJ( TO THE SECRETARY: 

There is submitted herewith the operating report 

of Lend-Lease purchases !or tha week ended June 13, 

1942. 

A conference was held yesterdey afternoon with 

the members of the General Staff relatin to the list 

of items which the Russians request shipped during the 

month o! July, alao the shipping to be made aY&ilable. 

98 

The detailed lists will be fUrnished to us this 

afternoon and iaed.iate check will then be ude to 

determine the extent to which the items requested b7 

the Russians can be made aT&ilable !rca existing stocks 

and the extent to whioh purchases will be necessary. 

~ oh E. )lack 
tor of Procurement 
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TRUSURY DEP.lRTJ.lRNT, PROCURIUIENT DIVISION 
S'l'Uilii!NT OF .lLLOO.lTIONS, OBLIGATIONS (PURCJU.SES) 1ND 

DELIVERIES TO F<l!EIGN GOVERllliENTS 1T U. S. FOOTS 
1S OP JUNE 13, 1942 

(In Mllliona of Doll&Ps) 

Total U. K. Russia Chin& 
.lllooatiODI r1~ fflf:6 t~::~) ru:7 rtroo. 5) 8) 7) 
Purohaae .luthoriza-

tiona (Requisitions) fl026 .8 t670.2 f304,5 t 45.6 
1023.4) 675.4) 295.7) 45.7) 

Refuiaitions Cleared 
or Pu.rohaae t 981.7 f659 . 8 f270.1 t 45.6 

Oblig&tiOAI (Pu.r-
974.0) 658.4) 263 .5) 45.6) 

ohaau) f ~.7 fM9.0 f250 .8 f 39.1 
932.7) 640. 6) 248.4) 39.1) 

•DaliTeriea to For-
eign Gonrn.enta 
at U. s. Porta t 411 .6 fs29 .8 f 60.9 f 19.2 

402.8) 21.5) 60.4) 19.2) 

Undistributed & 
'II'Iaceuaoeous . rm.t 

1.6) M6.8) 

t 6,5 
6. 6) 

t 6. 2 
6. 6) 

f 1. 2 t 8. 6 
1.2) 8.4) 

t 1.7 
1. 7) 

•Dalinr iu to foreig11 gonrmaenta at u. s. Porta do not include the tonnage that is either in 
atoraf'• •i.n-tr&nsit• storage, or in the port &rea for which actual receipts haTe not been re-
oeiTe froa the foreign goTernments. 

Note: Figures in p&rentheses are those shown on report of June 6, 1942. 
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EXPLAN1TI(I{ (11! CHANGES 

The decline of the United Kingdoa Purohaae Authori ­

zations i e caused by the cancellation of Requisition 

Ho. 11618, ooTering t i rea, tubes and flape, in the 

amount of $11,000, 000 &I againat the total requieitiona 

submitted for clearance, reaulting in a net decrease 

of $5, 164, 596.69, 

100 
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, 

' 

Treuury Depar~ .. nt 1.04 
Division ot Nonetary Re•taroh 

0 
TO': Seere tary Morgen thau 

rroa: llr. lb1te 

You maJ be interested in 

glancing at the eummar, ot 

the appended tables on "United 

States Foreign Trade" • 
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:105 
TREA.SURY DEPARTMENT 

INTER Ol"l"'CE COMMUNICATION 

OAT& JUne 17 1 

ro Mr . White 

'"o"' Mis a Kie tler 

United States Forei gn Trade Trends 

The attached series of t ables show the following interesting 
tren<ls in our foreign tra<le since the passage of the Len<I-Lease 
Act in ~arch 1941 : 

1. Lend-Lease exports more than <louble<l <luring the first four 
months of 1942 and no• constitute over one- half of our total 
export trade (i . e . $400 million out of $700 million in April ) , 

In April Lend-Lease exports to British Areas totalled $230 
million; to Russia - $l 6o million; to China and other 
countries - $17 mill i ons , 

2 , Almost two-thirds, or $1 . 1 billion, of Lend-Lease exports 
throusb April 1942 cons i sted of agricultural and industrial 
gooda , Of this total , $860 million was shi pped to the United 
Kingdom end $150 million to Husala , 

But direct military supplies and equipment represent an in­
creasing proporti on of our Lend-Lease exports . They amoun t ed 
to $185 million in April ou t of a total of $400 million. 

3· Contrary to Briti sh forecasts made several t imes during re­
cent mon the, there has been no appreciable f alling off 1n 
United States impor t s from British Elapire and Sterling Are& 
countries so far this year , with the exception, of course, 
of British Malaya. !Jilports from other countries, however, 
are one-sixth lower and e.ccount for the bulk of the 10 
percent decline 1n our total 1JDports from the 1941 level, 
to an average of $250 million per month . 
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.106 
l'AI!LZ I 

u. s. Exports of Lend-LMEe Goode and of otblll' llercbanciiae 
!Jarch 1941 througll &prU 1942 ' 

(~one ot dollars) 

Lend-Leaee All other To tel 
Exports Exports Exports 

1941 - !.'arch through December 760 3,757 4,51? 
l'ontnly aver8,!te 76 3?6 452 

1942 - JAnuary 173 25? 430 
February 194 243 437 
l arch 310 254 S64 
April !t2l 32l 696 

Total - Waren 1941 - April 1942 1,840 4,804 6, 644 

'IY>.BLE II 

Lend-Lease Exports to Principal Areas, 
through April 191.2 

!.:arch 1941 

(loi1ll1one ot dollars) 

British All 
Countr ies !/ u.s.s.R. China other Total 

1941 - Total 712 23 20 5 760 

1042 - Januaey 140 15 10 8 173 
FebNary 123 55 6 lD 194 
''arch 206 94 9 1 3lD 
AnrU 22? 159 12 s 403 

Total - t hrough 
Apr il 1942 1,408 346 57 29 1,840 

i/ These figures cover lend-lease exports which are pr esumably roade ~n 
"Titian llCcount . '!hey include ehipments to British &tpire and other 
lit erlinl! Area countries, I ran and Eastern ItaliAn Africa . 

:'!-casury Depart::ent , Oinsion of Uonetary Reaearch June 16, 1942. 

,. 
~ 
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UliLI nx 
IAnd~Lea•• Export• bJ Prihcis-1 cate..,..1 ... 

1941 and J.........,. tb:roueh April 1942 
(llilUcm• ot dollare) 

12{&2 

!2.£ .J•u&rz '•'bru!!7 liar ell !I!!! 
Ora.ance and Ordnance 

Stor .. 79 18 21 37 S2 

Urcran. and uro 
ut.erUl 26 21 4S S6 S2 •• , 

f&Dica Nld otber velliclea 79 22 31 so 74 

ve .. ele and otber 
watl%'cratt 8 2 3 s 4 

lliac:ellani0\1.1 a1lltel'7 
lquii*Jit s 2 1 2 3 

Agricul turel 348 S9 39 68 93 

Iaduetrial &lid otber 
c-.!itiee -'l1 __;,a ~ .Jl ...l61 

total '7(:1) 173 194 310 IPJ 

lane 16, l942 
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u. S. ltlcporta of l«ld-Leaae Goods b7 
Principal Areaa thro1J4h April 1942 

(llilliona of dollars) 

108 

Agricultural 
llilitaxy and Industrial Total 

Goode Oooda 

• r i tish Empiret 
1S8 Uni t4 Kingdolft 859 1,017 

l)o1tfih India and Ceylon 40 13 53 
llri tish llal.ay'a 7 2 9 
Australla )0 22 52 
II ew Zaaland 13 3 16 
!Inion of SouUI Africa • 1 1 
Other Pri tish Qapire, excluding 

CaNida and liewf'oll'ldland _.i _2 ~ 

Total 2S8 907 1, 165 

Other s t erllne A rea, 
fcypt 131 53 184 
Other ~orlinB A rea countries ___i_ _.L __lJ 

Total.-Sterllng Area 397 964 1,)61 

Canada and llewfoundland 26 10 _.22 

Total British Empire and other 
St er ling Area ~ 974 1,397 

other countries receiving Lend-Lease l!lq>orta, 
preS1ll:ably on British a/c l/ 6 3 9 

All oU!or countries receiving Lend-Lea"" l!Xportot 
n .~ . S.R. 195 152 347 
China 1,7 10 57 
Non-~ritioh Latin America 4 • 4 
Dutch lYoat Indies and D. Guiana " 2 2 
Turkey * 2 2 
All other ...33 __! _.3l 

Total - Lond-l~a•e EXports ~7 1,144 1,841 

* Z.,oa than $500,000. 
Y I ran and '!&at em Italian ~1rica . 

'D'e&ll'>ry Department , Division of l!onet&r7 Research June 11, 1942. 
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, 
• .. 

U. s. Exports of Lend-Lease Goods and or other verchandise, by Pt-1ncipal Countries and Areas, 
1941 and Januar.y through April 1942 

(~llions of dollars) 

1941 I Jan .;Ajlr11 942 1 April 1942 

Bri ti ab EDI;>il"O I 
United Jti.n&dom 

. ... .. . . . .. . ~ - - ...... 
1 Lend-Lease: All other: Lend-Lee.ee : 1\.J...L olinur : uenu . .wea::sts ' A.L.I. "'"'~ 111"· 
1 Exports 1 l:licports 1 Exeorto 1 E>roorts 1 Exports 1 E?cports 

British Ind:IB end Ce:rlon 
Australia 
!lew Zealand 
tlnion of Sou tb Afl"ica 
other Brl. t1eh Fop ire, excluding Canada 

and Nerloundland 
TOTAL 

Other Starling Area : 
l!cYPt 
other sterling area countries 

TOTAL Sterling Area 

canada ancl Newfoundland 
TOTAL Brl.tieh !bpire and other 
Sterling Area 

571 
9 

l3 
2 

• 
l3 

60S 

89 
1 

'li9S 
.]a 

710 

other countrl.ea receiving Lenci-Leess F.xporte, 
presumably on Brl.ti eb a/c !/ 2 

&ll ot her countries receiving Lend-Lease ~orts 
U.S.S.R. :!) 

China 20 
N<>r>-Brit1ab Latin A:Jerica • 
All otbor --.2 

TOTAL All cou.'ltriea recei'rlna L. L. 
&xports 760 

All other c:ountries --
CRA!:tl ~'!'AL - All Countries 760 

• Le•• thAn l soo,ooo. 
y • •n snd Eastern It.:U.an Atrico. . 

1,066 
91 
78 
29 

187 

150 

1,601 

160 
_2l 
1,790 
1.000 

2,790 

7 

84 
7J 

474 
~ 

3,572 
814 

4,JS6 

44h 
1.4 
39 
15 

1 

l2 

557 

95 
l2 m;-

..Mt 
688 

7 

323 
J7 

6 
20 

1,081 -- -
1,081 

200 
4l 
30 

4 
1B 

29 

322 

85 
20 

4Zi 
~ 

794 

2 

~ 
5 

w 
..12 

1,013 
168 --

l , l!U 

1.28 
21 
15 

6 
• 
2 

i72 

:J6 
_2 
2l3 
10 

223 

4 

159 
l2 
4 

_.1 

403 
--

403 

57 
l2 

8 
1 
2 

9 

89 

10 

~ 
101 

2ll 

1 

10 
1 

35 
..! 

259 
34 

293 
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~VI 

u. s. ~ lv Pr1.nc1~ .t.reu, 
1941 tllrou&ll April, 1942 

(ld.lll<>M ot dol.lara) 

countries 1941 Jan.l942 hb.l942 llar.l942 •• 1942 

Britioh Jlalpirea 
Ul11todK1nedca lJ6 7 12 12 12 
ar. ID<Iia & <:qlon 168 18 13 18 1.5 
Britilh Jlal.liya 344 12 15 ll 7 
.l.uatralla 139 lO 13 19 l4 
NoW Zealan4 15 2 2 l 2 
Ul11on ot Soutb .1.tr1ca 66 6 7 l6 9 
au- ar. z:apiH ucllld-

1n& C&lllda & JleWton n.11 Md 55 5 3 4 5 

tot&l. 923 ii:J 65 81. 64 

Qt.bor Storlin& J.roaz 
EQpt 12 2 l .. .. 
Other Storlin& .l.rOa 52 5 4 6 4 

Tot&l. Storlin& J.roa 987 f/7 70 87 68 

Canada and. llewtOIIIIdland 569 51 48 59 53 

Tot&l. Br1 tioh &lpire 
& other Storlin& .l.rOa 1,556 118 118 146 l2l 

1 1789 lJ6 lJ6 126 ll3 

total - lilporto 3,345 254 254 272 234 

• I.e•• tban Olle lll.llion. 

Tnlaaury bii)ir&iD£ ~ Didiioo. Ol iiODBtalT LiiarOh 
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TREASURY DEPARTMENT 
111 

INTER OFFICE COMM UN ICATION 

OAT& June 17, 1942 

TO 

SubJect : The S1tuatlon 

Lighterage rre1ght i n storage and on hand tor unloading 
1n New Yor~ harbor at the end or last week decreased by 
1, 405 oars to 2o,44g oars. (See Chart 1.) At the end or 
the week 13, 563 cars or rall storage apace were occupied, and 
there was additional storage space available tor 6,174 cars. 

Exports !rom New York last week i ncreased by 1S5 cars to 
7, 4gl cars. (See Chart 2, upper section.) 

However, recei pts tor e~ort at New York showed a large 
decl ine or l,S55 care to 6, 2lb oars. Reoelpte for export at 
9 Nor th Atlantic porta also decreased, dropning !rom 3, 379 
onr s to 2, 798 care . Receipts tor SX{>Ort at 6 Pacltio porta 
declined !rom 3,126 to 2, SO) oars. (See Chart 2, lower aectlon.) 
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LIGHTE.RAGE FRE.IGHT IN STORAGE. 
AND ON HAND FOR UNLOADING IN NEW YORK HARBOR" 
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~ So nzloua a Jl'tl•oa ~ ,•. 
a.,..._, -.lef .. as.• --.sa• a ......-uca 
tor • .....,.sq lll:lipplac ••- 1A '*'• PMltlo -tbi'O...- . PN&r• .r -*Sac 1-aJ.- -17 ..u. 
lll&l't1•l•t 1A tMCla-.rto. 

I bawe aot leekoa Sa._ •• "''-• m 4 m 
pua1Ja& 1 t OD to 7001 tor-. ...... u~ , ... -., t:htaar 
Ju.attttoa. 

as..-17 ,_,.., 

ISI~• fl •· •orcootba~. ~•• 

II~ J. , ~*"• 

, ..,..,..., ot ~ IJat•Sor• . 
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TREASURY DEPARTMENT !H /;'1 
INTER OFFICE COMMUNICATION 

1.15 

DATO Kay 30, 1942 

TO Secretary Korgenthau 

Mr. White }Y.PY 

Subject: Saving Shipping to Hawaii 

Mr. Snider of tbia Division haa recently returned from Hawaii, 
where he spent au months doing work for Foreign Funds Control. He 
reports the following situation which you may wieh to direct to the 
attention of tbe Secretary of tbe Interior: 

Ao 
up annu 
produce 

Even though the Islands' economy ia basically agricultural, it 
produces only one- third of ita food requirements , 95 percent of the 
arable land being devoted to the production of augar cane and pine­
apples. Moa t of the land now used for vege~able production ia 
unsuitable for sugar cane or pineapples. The following table ahowa 
the dependency of the Ialanda on outside auppl1ea of foodstutfa: 

Commodity Percentage of Conaumption Imported 

Meat and meat products 
Dairy products 
Poultry and game 
Fish products 
Egg a 
Vegetable a 
Fruita 
01la and fate 

Since nearlt all of the productive land 1n tbe Ialanda 1a 1n 
the control or t va iarse companiaa-- Ehe ao- cllled *Big Five*-­
~ien r1n 11: more pro i ta >.La to produce augar oane and p1neanol ea 
~an 't'ege ao.Lea no e ect va meaaurea nave yet been taken to make 
Hawa ae lr-su:rr1c1en Ul ooo.a • . 

I I / 

I 
• 

" 1 

( 

• • • 
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JBDI<I American !ilnbaoo;y, lle4rid, SJ*1n 

D~!$: Juno 17, 1943, 6 p.a. 

110. I 741 

I have been infonoed b;r tho Porei~ lxc~ lnotituto 

ot tho conc1uoion ot nosoti ationo with Sv1t•er1and Which 

involn another Jl031!0nt in United Statoo dollar• tor 

ao"1coo of tranoport. The nov arrangeaont wbich .,_in 

invol••• $10,000,000 ol oeol;r tollovo that of l aot October. 

'l'he 4.etr.il• conceruinc the form of ~ent -and.er the new 

agreement han not yet 'been deto.m ined. In tho opinion 

o! tho In aU tuto it aq not bo necoour)' or deoir&blo to 

occopt port P81'1'•nt in gold although under the pr .. iouo 

oc:rouent t he Inat1tuto ancopted $11,000,000 in sold and 

tho balance in crodi to opened in the Un1 ted Stotoo. 'lh1o 

••••ac• va• repeated to Bern bT courier. 
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BP.ItlSI! li!SI SECRET 
U. S. Stx:!IEI 

Qrr::L no. 20:5 

con 110. E 

Inton:ation "ceivecl up to 7 A.ll., l7tll Juno, 191~. 

16th. One of H.M. destroyers shot down a Junkor 88, att.scking a 

convoy in tho BKISl'OL CHAilNEL. ono o~ H.M. Crulooro ro~urnini w ALRXANiilliA BUnk 

hy U-boot, 2) ofricoro a.~o 226 rotlngs roacuod. Ono ot 11.11. <lriftero a....:."!tf 

UALTA on 16\J> . 

r~or:;: All infer~~~ation concem.iDs our eawalt.ie• in connoct.ioo_ lfit...., 

convoy --te in llllllttl:.ll!Wi£.\N aentionecl in O?TBL No . 20) ol.ould be ,,.gt.rdecl 

tl ptrt 1 cu.l.a.J.ly IOCHt. • 

2 . 1111.1! Al!l 

.i<lm· During 15th the withdrawal ot our torwnd trocpe continued 

and by evon1na t.ht IIIJority ot infant.ry fr0111. U'lo OAZJLA .. ttrtxn::L position Md 

renchod frontier arso 011 gonero1 l ine SOLLVN-Io!ADDhLI!llA *ZT* . BL liRASSAS (20 mUoa 

enst or GAZALA.) wne ca.pt.Ul"od by the onooy t~.nd eul>aequcutl,y roc.opturocl by ua. In 

theao opeNtiona wo loot 6 tanks but captured oomo prhonora. The oneny sutforod 

heavily 1n 3 att.o.cke 1n tha n. ADl!M aron, all or .. nich •oro boat~n orr . During 

night lS/16 Hrona on- patrols op roachod our poo1t1on eoot or EL AD.ill Md hy 

10 P. U. on 16th on on..-t between ~ ..Ute ,.., t.ol<inl placo oouth of 

SID! R£2!XlH. 

) . All\ OPE!!AtlotiS 

• !El!TCP.N F!!QII'f. 16th. Spittireo carried 0\1~ 10 1111>ll ottonsivo 

operations. 1 SpHtlro aiaalng . 

16/17. Aircraft deopo.tehod - ESS!ll 106, eea .Unina LORIFliT 12. 

t.caClo~o (L~ NANS and SEI~il VAI.i.EX) 9 , narodrcClo petrolo 6 . 8 o1rcroft •loainK· 

Weather ovor ESSDI oron .,.1 v•r1o1llo"llnd1t1oprobabl0 \Mt 

att.ockecl BONN and otllor bu.Ut up oreao. 

I !IE!liTQI!IAN&.\N. During l.4th and 1Stll 9 torpoclo curying aircraft 

'tt.:lckecl onoov na...U rorcoa elo.imin& J bitt. About 225 tlchter prot.eetlco cortio~ 

.... flown . l2 - ei.rorott were deotroyod. 4 probabl,J dootroyecl and U d_.coo!: 

~ ot our oircrott aiooln&, 2 piloto ..ro. u.s. L1bol-ctoro oloia HYora.l bits with 

._ba .., 2 Itolion bottloeb1po~ and one 10!:. uo. A W.uinston also claiaa 1 b1~ 

Viti\ t orpocloon l ot tho bcl.ttleob1pe . 
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~· Between ) .40 P.U. 15t~ and 7.25 A.M. 16t~ about 50 nir­

crnft oj)Oro.tod. Spitfires destroyed J and dt\Jll(lgod 1, one1ny airoro.ft. 2 Sp1t1'1ros 

lost, piloto ,.,.r •. 
.!J.m. On 15t~ and 16th our aircraft dostruyod 10 eneey tan:ts nm! 

d<lll8j~ed aovoral others . Fight..rs intercept..d Ito.lian torpedo bombers, des~roying 

5 nnd dN:Iagins others. 7 or our aircraft cdea1118. J, pilots Go.f ... 

4. T. L.C. Oil NORW£&IJJI COAST 

17 T.L. C. previously seen at TRONDKEIII havo movod northwarr'.a r.nd 

it opp®re t hl\t they are me.king thoir way up the Norwegian Coast, ;>resU!llnblf 

round to KIRKENES and PETSAMO. 

5. U-llOATS 

6 500-ton U-boc t s >Vor .. soon at BERGEN on 9th Juno, the highest 

nllllllxlr yot obnerved. 

• Aa received * 
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TREASURY DEPARTMENT 

INTER Ol'l'ICil COMMUNICAT10N 

Secretary Morgentheu 

Mr. Kamarck 

11.9 

oAn June 17,1942 

survey or Military Situation (bPeed on u.s. Mi l i tAry 
Intell i gence I nrormntion) 

Althou~h heavy f1~htin« continues alon~ the front, no 
ll'eneral orrensl ve has 88 yet stsr ted. -

Colonel Kra.mer , Ch i ef or t he Centrd Suropeen Section, 
U. I.O., ie or the opinion thAt the Germans wil l do well if 
they reach the Volga this yenr. He believes that in any 
case , there will be a Russian front not onl y throu~h 1942, 
hut throu~hout 1943 . (Colonel Kramer oan not be accused 
or bein~ unduly opt imistic nbout the Russian Army. It ~Pe 
his opinion lest fall tbet the Ruoeien oampaign had ~one 
strictly aocordin~ to the pl ene or the Oermsn O~nerel St arr. 
He al so thought t iiat the wint er ~<Ould help the Germans much 
mo re thAn it would t he Rueelnne) . 

The Chi nese have r eported t o our W111tary Intell igence 
that the Japanese are r apidly pourin~ troops into Kenchurie . 
end that en attack on Siberia appears lm~inent. In addi­
tion to t he already l a rge garrison t here, lg more div1e1one 
~re stated to have landed in Manohurie. 

While our 1Ul1ts.ry Intell i gence does not take the 
Chinese reports at face value, lt is the estimate of Colonel 
Bratton, head of t he Foreign Intelligence Service , that the 
Japnneae now have sufficient rorcee in Manchuria to be abl~ 
to .t~ock a t any t ime. The Japanese mey be wait ing to make 
e coordinated at tack with the Germane in Europe. 

The Jap~neee a re bulldinF up their strength in the 
Aleu t ians at Kieka end Attu I slands. There e r e bel ieved to 
be several elrcrs.ft carriere in this vicinity as wel l sa a 
task force operating in the Bering Sea. The probable objec-
tive h Dutch Harbor. · 
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The armored rorcee or both eidee ~re rapidly vanishing 
1n the ~ttrit1on or the battle. Both sides have been reduced 
to n fourth or fifth or their orig inal tank etrength. About 
t OO tenke ere now in operntion on each side. 

In the opinion or our m.1litRry observers, the Germane 
hnv~ hAd the edge in t he !1ght inQ!. German «eneralsh1p 
epoesre to have been superior. The German Sg mm. anti-air­
crert-~nti-tAnk gun has been very effective. The cooperation 
between eir ~nd ground forces on th~ British side leaves much 
to be desired. The British have had air superiority, but the 
German a ir r oroe,operating closely in cooperation with ito 
ground roroee, probably hae contributed more towards victory 
th8n the R.A.F. has. 

Amsrioen A1r Att ack on Romania 

The a1r attack on Romania, which was revealed by the 
l ending or several American bombers in Turkey, started from 
nn Airdrome in the Nile Delta. Fourteen American B-2~'a 
pnrtLcipated 1n the fli ght. Th,. drdrome t o which the bomber• 
were returnin~ ie in Ira~ near Yosul. The target was the 
Ploest i oil inet~lletions and other military targets 1n 
Romenie . The operation wee part ly motivated by a desire to 
demonstra te to the Romanians t hat an American declaration or 
war is more then a paper resolution. 
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FOR RELEASE, IIORII INO NEWSPAPERS, 
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Press Service 
No . ~2-11 

Secretary of the Treasury llorgenthsu today announced tho 
offering, through the Federal Reserve Banks, for cash subscription 
at par and accrued i nterest , of $1,500,ooo,ooo, or thereabouts, of 
5/8 percent Treasury Certificates or Indebtedness of Sarles A-194~ . 

In order t o insure more extensive participation on the part of 
banks, corporations, and others interested in a type of security 
carrying maturities somewhat longer then Treasury bills , the 
subscription books will remain open two deye, and subscriptions up 
to $25,000 will be allotted in ful l . There will be no restrictions 
as to the basis for subscribing to this issue . 

The certificates will be dated June 25, 1942, will be payable 
on February 1, 1943, and will bear interest at the rate of five­
eighths of one percent per annum, payable at the maturity or the 
certificates. They will be issued in bearer form only1 with one 
interest coupon attached, in denominations of $1 , 000, • 5, 000, 
$10, 000 and flOO,OOO. 

Pursuant to the provisions of the Public Debt A~t of 1941, 
interest upon the certlficatee now offered shall not have any 
exempt ion, ria such, under Federal Tax Acts now or hereaft er enacted, 
The full provisions relating to taxability are se t forth in the ' 
official circular released today, 

Subscriptions will be received at the Federal Reserve Banks 
and Branches, and at the Treasury Pepartment , Washington. Banking 
institutions generally mny subml t subscriptions for account of 
customers, but only the Federal R~servo Banks nod the Treasury 
Department are authorized to act as official agencies . Subscrip­
tions for the certificates from banks and trust companies for their 
own account will be received without depoait, but subscriptions 
from al l others must be accompanied by payment of 5 percent of the 
amount of certificates applied for, 

The basis of allotment of subscriptions over t25,000 will be 
publicly announced, and payment for any certificates allotted must 
be made or completed on or before June 25, 1942, or on later 
allotment , These certificates will be redeemed 1n cash at 
maturity and will carry no e~chsnge privileges . 

The text of the official circular followss 

/ 

... "' 
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tliiiTID 8Tj1'18 t:8 .uo:RIO.t. 

5/8 nacm ~ CD!IliO.t.fla or liLCilfJJal8s or IDII8 ..._1943 

1942 
llepart11ent Ciroular Jo. 1588 

lhcal S.mce 
Bureau ot the Publlo Debt 

'!IIASUI!f IIIP.&IlftiJII'I' • 
otfice of the SecretaJ7, 
laohiucton, JWie 18, 1942, 

I. OJJ'Ulll) or OIRrll'IC.t.HS 

1. The Secretary ot the Treaoury, pureuut t o t he author ity ot the hood 

Libert1 Bond Act, ao •anded, ll>Yi tu ouboorlptlono, at par ud ..,orued 1Dtoreot, 

tree the paoplo ot tho United Stateo tor 5/8 percent cortlticateo of indebttdneto 

ot the Unit ed Statet, detirnated Treaoury Oertiticateo of lndtbtedneoo of leriet 

4-1943, The •ount ot the offeri"' 1o $1,500,000,000, or thereabout.. 

U. IZSCRUTIOI 01 CIRrlliC.t.TI8 

1. The certiticatee will bo dated ,,.,.. 25, 1942, ud will bear intoreot t i:'OII 

thtt date at the r ate ot 5/8 poroont per .......... pqable on u &IUIIIAl baoh at the 

metur1\y ot t bo cort1tioat t t. They will mature Jebruary 1, 1943, an4 will DOt be 

aubJoot to call tor redemption prior t o aaturitr. 

2. 'l'ho 1nocao der1Ye4 trom the certttioatu ohall be oubjoct t o all Jedorol 

tuoo, no" or hereafter impo11d. 'l'be oert1t1cateo ohall be oubjoct to eetato, 

inheritance, rift or ot her nciao tun, whether Jederal or State, 'tNt obell be 

Ullll])t trom all tuaUon now or hereafter impootd on the principal or i nterett 

tberect by &111 State, or &D1 ct the poeoetoiono ot the United Stateo, or by &111 

local ta><lnc outhori tr. 

3. The certitioat eo will be acceptable to oecure dapoolto ot publlc IIODeJI · 

Thor will not bo acceptable 1n ,.,_ant ot tuoo and will net bear the circulation 

prhilece. 

4. Bearer cortlflcaho with one coupon attached will be tooued i n doDOCDiD&­

Uona ot . 1,000, $5 ,000, • 10,000, ud $100,000. The oortltioatoo will net bt 

loauod in roshtered for'lll. 

5. The oort itlcateo will bo oubjoot t o t he ceneral fOC'llattono ot the 

Treaoury iltpart•ont, """ or hereafter preooribed, pftrninc OIIUod ltatll certl­

ttcatoo. 

JU. I'OIICRJP!JOI .All) ALW1'IIII'f 

1. Bobecri 'Otlono will be r.oelftd at the Jederal Rloerw BeiiQ and lranchee 

&114 at t he freaoury Dtp.rt,..nt , laoh1ncton. hboortbero .... at aero• not to oell 

or otherwh e diapoae ot tbelr oubtorlptloDo, or of the eeour1Ueo whlch.., be 

.. I 
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allotted t bereoD, prl or to \be olooillc of t be nboorlpUoa boolt.. lalllctac llloU­

lUtloDa ceMrallT- nbait lllboorlpUou for ecoomat of cuat-ro, but OA)T 

\be h darol lleaona laDltl u4 \be 'l'N¥DJ7 ~oat aro ... tllorlled t o act •• 

oft1olal ~j~eDClea. Otbera tball balllt1• lDIUtutloao w!.ll DOt be peraltted to 

en\er aubtorlpUono uorpt for tbelr OWD acoOWit. lllboorlpUoao fl'alll b&Dltt u4 

'"'"' c011poDleo t or tbelr "" aco-t rill bt reoohed rit•t doepoalt. ..,b­
acrlptlo,.. troee all otbera nat bt -!"'J'Uitd ._, PIJ'IIIDt of 6 Pf"'ellt of tbe 

.. Oilllt of certlfl .. ha qplltd for. 

a, 1'be StcretaJ7 o! ~ Treaaul"f reaonoo tbe rlcbt to reJoot ~ nbtcrlp­

Uon, lD wbolo or 1D part, t o allot leu tball t be •CIIlllt of oertltl .. too applied 

for , &D4 to cloot tbe booltt at to a:JJ:f or all n baorlpUona at a:JJ:f U111 wltllollt 

DOUcet &D4 I1J:f &DtloD llo 1NJ tea 1ll tbeoe reopech ollall bt tiDal-. ..,b~eo\ to 

tbeae reul"ffUou, nbocrlpU ou for -h up to u4 1Dolu41DC t26, 000 rill bt 

allotted ln tun. :!'be bath of \be allo\cea\ oa all otllor a'baorlpUoaa rill 'be • 

J)Cbllcl¥ ODDOUDCI4, u4 allo\11111\ DOUOtt w11l be oeat out pi'OIIpt)T upon allo\ctnt. • 't 

n . ~~ 
1. ,.,..ent at par aDd accrued lll\eraot, lf a:JJ:f, tor oortlfloatea allotttd 

bereun41r w et bt madt or ocmploted oa or 'baton JWII 26 , 1942, or OD lator allot­

Mot. b 1'"17 CUI wllort J>IO'IIIDt h not 10 ocmplehd, tbt PIJ'IIIIlt ri t h appUc..­

Uon up to 15 perceat of the •OQllt of cortlticatea applitd tor obell , upoa 4tclar..­

Uon aoa4t 'b7 the Stort\117 of tbe Tri•IUJ'J ln hit 41ocreUoa, 'be forfeited to tbe 

UD1te4 ltatoo. 4rq quallfie4 dopotl\117 wlll bt penltte4 to llalr:e piJ'IItnt 'b7 
credit for oertltloatea allotted to it tor ltaelt u4 lta cuat011ere up to I1J:f 

.. .,, for which 1t ohall 'be quallthd i n o:roeaa of uhUDC dtpotlta, wbea ao 

DOtltted b7 t he ledtral Buono 11 aDl< of lh mat riot. 

V. O.JDRAJ ftOVISJOIIS 

1. 4t t ltoal acenh of tbe United: eta\eo, lodtral lleaane J&Dlt1 are 

mtborhed ud requuted to recol.,.. 111'boorlpUou, to lUke allotmenta oD tbe 'batla 

and up to tbe •=to 1Ddlcattd 'b7 t bt ltortt&J7 of tbe freanrr to the lldtral 

llaaorYe !aDica of tbe retptCt h t 411trlch, to h.,.. allotmoDt DOUcet , to reoeh'o 

~ent tor certlfloatea allotted, to •ake dtlt .. r.r of oort1f1oa\ea on tull-p&id 

au'bocrl ptlona allotted, aD4 tiler m&7 hnt 1Dterlll recolpta poll41DC 4tl1Yol"f of 

tbe dofla1t1,.. oorti flcatea . 

2. '1'ha Seore\117 of \be troanrr - at 1D7 U11e, or froa \ llle to Uao, 

preacrlbe ouppl•ontal or ••nd&tOl"f rulea ud racuJ.atlou jleYtrniDC \ be otterlDC, 

which wlll be o011111111Dl cate4 prOIIJ)tl7 to tbe ledtral llueroe Janka. 

llllllt IIOJIOIIftiWl', J1. ' 
Secre\azt of tbt Treanrr. 
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Conference in 1~. Bell's office 

INVESTMENT TRUST SECURITIES 

Present : Secretary Morgenthau 
li!r. Eccles 
llr . Buffington 
!Jr. Purcell 
Jdr . Currie 
ll.r . Clayton 
Mr. l!cCormick 
Judge Healy 

MR. BELL: The Secretary has not returned from the 
llill. I thought we might come in here and spend a few 
minutes discussing Mr. Purcell's problem before he got 
baok. 

Before we start on your problem, Ganson, tell us 
about this recent request you made of the corporations 
for information as to the cash balances , which seems to 
be coming from every quarter to us and disturbing a 
great number of people. 

UR. PURCELL: In connection with our savings study, 
we wanted to mske the information as current as possible. 
In order to determine the estiQ&ted individual cash 
position, you have to subtract from the total figures 
that we have the corporate cash position, which is just 
one figure from the books or check book, whatever it 
may be, which they can give us within a day or so after 
the end of the quarter. 

That helps us to speed up the figures by about 
three weeks, I think . 

MR. BELL: They think there is some ulterior 
motive behind that request , and everybody that comes 
in asks us about it . 
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!.ln. PURCELL: I know Controllers Institut e wrote 
us and said they assumed that we had been asked to do 
this by the Treasury in order to obtain some figures 
£or tax purposes . (Laughter) 

MR. BEll.: We were innocent. 1\hat is this savings 
study you are making? I hadn't heard about that. 

UR. PURCELL: Well, once every quar ter ~te issue 
the figures on the volume of components of savings 
during the quarter. I t comes out now about--

~. BELL: Is that the national savings? You take 
individuals too? 

I.!R. PURCELL: That is right. We don ' t go into 
the corporate field. It is indivi duals. Haven't you 
seen it? 

MR. ECCLES: \'/by would you need the corporate 
balances on that? 

, 1ffi. PURCELL: Because the figures we get are total. 
l'hey include corporate and individual. Jiow, the only 
nay that we can arrive at the estimated total for 
individuals' savings is to subtract from that the t otal 
corporate figures . We have gotten it before, but we 
have got ten it from filings . 

~m . ECCLES: You are speaking of what you call the 
national individual savings, not as represented by 
savings accounts - you are speaking of savings in the--

MR. PURCELL: No, no, the components of savings. 

~~. ECCLES: Are these the f i gures such as the 
TNEC used, you remember, in di scussi ng before the 
committee the t otal volume of savings estimated on 
certain national income and the source of savings? 

MR. CURRIE: They were per centages at that time, 
Uarriner. There are two different statis tical approaches 
to this thing; the one we used at the Board was the 
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indirect approach dealing with all-over figures , and 
then the SEC at the same time developed a direct ap­
proach, actual measurement of the savings . They came 
pretty close , 

UR. ECCLES: You handled the one down at the 
Board when you were dol'l!l there . You handled the in­
direct study on the savinr s, and this is the direct 
study, and it was a combination of these? 

UR. CURRIE: It has gone on ever since then, ' 37? 

MR. ECCLES: Of course, those savings are pretty 
valuable, I mean, it is stati stical information as 
to the total volume of the national income that goes 
to savincs, because that part is available for new 
investment. The way the savings drop as the national 
i ncome drops and the way they go up i n proportion to 
the national income, and then the groups, the savings 
of certain groups, as I recall those studies, showed 
that fifty percent of the lowest inoome group saved 
nothing, that during certain peri ods they actually had 
spent more than they earned because they didn ' t even 
pay thei r debts. 

UR. CURRIE: We didn't do that particular part 
of the work. This was done by the llational Resources 
Planning Board. 

UR. ECCLES: Yours i s a per t of tha t? 

Lffi. PURCELL: It developed out of that . 

1$, ECCLES: What I nas goinc to ask t hen, why 
at this time - this is a new request that you made 
of corporations? 

hffi. PURCELL : That is right, in ?rder to expedite 
the obtaining of the release of the f1 gures. 

MR. ECCLES: You got it before--
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MR. Pm~CELL: From various filings with us, and 
I think with the Reserve Board. 

MR. ECCLES: But you just go t it there? 

MR. P~CELL: After those filings came in, which 
held us up from three weeks to a month. 

MR. ECCLES: I heard a lot of criticism, not 
criticism so much as--

MR. BELL: ••• fear. 

~. ECCLES: Yes, the question of suspicion or 
fear and wondering if the Government was going to 
force them to take their funds and invest them in 
Government Bonds, that is the one I have heard. They 
were afraid they were going to tell theo what to do 
with these balances that they had. 

MR. PURCELL: We can give them all the assurance 
now that the only purpose of this is to satisfy the 
curiosity of a statistician in Washington. (Laughter) 

UR. BEll.: Have you done an,ything to allay this 
fear or suspicion? Vihat have you done? 

MR. PURCELL: I said previousl.l the Controllers 
Institute wrote us and asked ua, put it in that fashion, 
as~ that the Treasury bad asked us to do it for 
so1:1e Treasury purpose . ~le wrote the Controllers 
Ins titute, and they published it in thei r house organ, 
whatever it is, a letter explaining exactly what the 
purpose was, and that it was inaccurate to state the 
we bad gotten this on behalf of the Treasury, that we 
obtained these figures for the use of all departments 
interested in the value of co~ponents of nat1onal 
s~vings at this time . 

The study goes back three or four years. The 
techniques, to begin with, weren' t any too good. The 
figures weren't very reliable, but we improved our 
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techniques to the point where the estimates that we 
got nolf haven' t much variant from an actual figure. 

MR. ECCLES: You make this request of every 
corporation? 

MR. PURCELL: I t hink so, yes , f r om every siz~b~ 
corporat ion. Of cour se, we don't go into the very 
small ones. 

!.IR. aJRRIE : ~ export tells me, Ganson, that this ,. 
last study of yours is subject to misinterpretation. 
He doesn't think you made allowance for seasonal drop in 
national income and seasonal increase in tax payments. 

MR. PURCELL: Would you got him to drop us a note? 

Lffi . CURRIE : That might account for a difference 
of almost two billion dollars . The figures are right, 
but the interpretation is another thing. 

MR. ECCLES: Who was that? 

MR. CURRIE : ~ assistant, Salant. 

!.!R. PURCELL: \Vould you get him to drop us a note 
on that? I would appreciate it very much. 

!JR. B.ELL: Apparentlf that letter to the Controllers 
Institute didn't get wide publicity, because we bad this 
question brought up yesterday, or the day before, by two 
different people, that this had caused some uncertainty 
in the minds of corporate officials. 

MR. ECCLES:· \'lhy wouldn't it be a good thing for 
the Commission to just make a statement that the:e has 
been some question about this, and misunder standlng, 
and in order that t here be no misunderstanding on t he 
part of corporati ons to just etate what the facts are? 

!JR. PURCELL: I was just turning over 
the possibility of sending a letter to the 
the corporations that we have alroadx sent 

in my mind 
same people, 
it to. 
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MR. ECCLES: That would do it . 

MR. PURCELL: Before doing that , I would like to 
check the original l etter we sent out , because I rather 
think we stated the reasons in there . 

MR. BELL: When does your next request go out? 

MR. PURCELL: Well, the request is a continuing 
one . \Ve don't write each time. We asked them in 
our fir st letter to report at the end of each quarter. ,. 

MR. BELL: They make this report without further 
communication~ · 

MR. PURCELL: That i s right . 

J.!R. BELL: I don ' t know as it is necessary at 
this point to stir it up a~ain . Maybe it will naturally 
die dol'm. 

MR. PURCELL: Those things usually do unless there 
is so~e real basis for misinterpretation. 

MR. BELL: Allan Sproul and Williams both called 
me on the same morning, I suppose maybe two or three 
weeks ago. I asked Al Williams to call you r ight t here 
in Philadelphia . I said, "Pick up the telephone and 
call him," and he said that he did and you had ex­
plained it to him. 

~. ECCLES: He is president of the Philadelphia 
bank. 

MR. BELL: President of the Federal Reserve Bank 
in Philadelphia. 

UR. PURCELL: He probably did, I just don't remember. 

MR. BELL: I thought the thinf had been suffi?iently 
answered and it would die down, bu i t came up aga~n in 
t hese financin~ conference s we had. Somebody asked if 

0 

we knew about it , and I said--
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MR. ECCLES: You mean day before yesterday? 

MR. BELL: I . said I had heard about it, but I 
thou~ftt the thing had been sufficiently explained. 
One fellow said he hadn' t seen any explanation of 
it, but there was still some suspicion around about 
the thing. 

MR. ECCLES: You see , where the difficulty is, this 
Victory Fund Committee has been set up in all the banks, 
and the idea is, of course, to get as wide as possible ,. 
distribution among cor~orations of these Treasury secur­
ities, especially cert1ficates and the shorter securities . 
So these fellows run right into it because it is those 
corporate balances that they are after, to get them 
invested, and people are connecting up the Federal 
Reserve and the Treasury and think they are using you 
to f ind out where these bal ances are so they can turn 
them over to our sales group to go out and get them. 
(Laughter) 

J.m. PURCELL: I t might very well have happened 
that l'lay. 

MR. ECCLES: It isn' t a bad idea. (Laughter) 
I was thinking we might really--

MR. BELL: ... use them. \7e have overlooked a 
bet maybe. I think ma,ybe it will die dolTil. 

MR. ClAYTON: I wonder wh,y these big co~orations 
don ' t voluntarily put more of their balances 1n these 
short - term Treasury certificate s . 

MR. BELL: I t hink they will. 

MR. ECCLE:S: I think one of the reasons for it. 
is that we haven' t had the securities that meet t~e1r 
requirements . We just recently have been increaSlng 
the volume of bills, and we increased t he rate up to 
three-eighths pri or to that . You see, i t has been 
down to a quarter and below, and they weren't just 
interested in fussing with it. !lot only that, but 
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they would have to put bids in, and they never knew 
what they oould get, you see , and I think that one 
reason we haven' t gotten a lot of those corporate funds 
is due to our own failure to design the financing so 
as to meet what t hey want. 

MR. BELL: They did come into the certificates; 
they will come into this one, I think. 

MR. CLAYTON: I was just wondering if it wouldn't 
be well to study the situation with that in view to 
see if it couldn't conform to a plan that would recom­
mend itself to them. 

MR. ECCLES: Well, we have certainly been having 
a lot of discussion on that. 

MR. BELL: Let's don't get on the tap issue . 
(Laughter) 

Lflt, ECCLES: V/e have been having a lot of discussion 
on that. 

UR. BELL: ~lliat have you got this morning, Ganson? 

MR. PURCELL: Well, we have circulated the memo­
randum, possibly a follow-up memorandum as well, that 
lfe got up at J.lr. Buffi~ton'a request. That was 
something that Yr. Buff1ngton asked us for . 

LIR. BUFFifi'}TOll: I 
would go through that. 
it it would be well. 

didn 't know if the ~ecretary 
I thought i f they could ~rize 

MR. BELL: Have you been over their memorandum? 

l.!R. BUFFINGTON: The complete one, but not this 
summary. 

MR. PURCELL: The memorandum deals with the.question 
of continued sales of investment company securit~es, 
which you will remember was a matter which occaSloned 
considerable interest at the meeting two or three weeks 
ago, and the Secretary asked us to present to the 

... 
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members of the committee a memorandum on the subject 
eo that it might be reviewed and be made t he basis of 
conversation at a meeting • . We have given some further 
study to the effect s of restraining or stoppin~ sales 
of various types of investment company securit1es and 
stoppin~ the conti nuance of collecting payment s on 
outstanaing certificates. 

MR. BELL: Doing what, stopping the collection? 

l.!R. PURCELL: Yes , that is one possibility which ,~ 
we have looked into, and we have been concerned some­
nhat with t he effects of doing one or both of those 
things. · 

L~ . UcCormick has given the ~oat thought and 
gone into the fi~res considerably in t he last few 
days, and I noula like him t o describe to you the 
general set up as it is presented in the memorandum, 
in just a very few words , J.lao , and then, if ;rou Vlould, 
discuss the possible or probable effects of discontinu­
in~ sales or discontinuing collection of payments on 
outstanding cert ificates. 

l.!R. UcCORYICK : As indicated in the memorandum, 
there are about a hundred and eight investment companies 
now actively selling securities. There are in excess 
of for ty that are not selling securities but are taking 
in money on contracts that are outstanding, that is, 
already pr eviously sold. !low, the oren-end companies 
last year sold about fifty-four mill on dollars of new 
certificates. Those companies had redemptions of about 
fifty million dollars l ast year. 

There are other t ypes of companies ; in the plan 
companies the new sales were not very substanti al, but 
the collection - that is, new sales of contracts wer e 
not substant ial, but collections on outstanding con-
tracts were about four million eight . 

l.!R. PURCELL: Will you explain what you mean by 
plan companies? 
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MR. :LioCORJJICK: Well, a plan compaey generally 
sells a contract, and the fellow agrees to pay in, 
say, ten dollars a month, and with the ten dollars 
they buy investment trust certificates for him. In 
other words, he is credited with a certain number of 
units, and as he pays in he gets additioual units based 
on the market value at the time he makes his monthly 
p~nent, so he gradually, over a period, acquires more 
and more units, but there is no contract . That is, he 
will eet a certain nucber back. He just owns a certain 
number of units in the investment trust . ,. 

That is distinguished from companies like Investors 
S)rndicate and United and 1'idelity, where they sell you a 
contract specifying that at a given date you will have 
accumulated, say, two thousand dollars . On that con­
tract, as you make payments, your cash surrender value 
increases unt~l you reach the face amount . 

t.m. ECCLES: A good deal like the building and loan 
companies. 

MR. McCORMICK : That is right, and the strai~t open­
end investment company, they just sell you a cert1fioate 
based on the market value of the underlying portfolio, and 
you have no contract. If you want to buy a certificate 
today, you buy it, and next week maybe you buy another one. 

UR. ECCLES: Three types. 

!.!R. l.!occruuCK: Then there is a fourth type, we are 
not particularly concerned with. That !s the cl?se~ end. 
~ey issue certificates like a oorporat1?n• and.1~ 1s 
JUSt traded in. They are no longer sell1ng add1t1onal 
certificates . 

On the open-end oompany, a person who wants to 
redeem it can turn in his certificate to the sponsor 
and ~et back the value of the portfolio as of the date 
of redemption, minus, generallYl a small f~e , say a 
flat tv1enty-five cents or a dol ar, depend1ng on the 
size of t he certificate . 
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J,!R. BELL: h this the total volume of money in­
volved, seventy million dollars? 

!IR. McCORMICK : No, that is the one large one of the 
face-amount companie~ Investors Syndicat e. There are 
several ot hers that we don't have the information on; 
but that ~the largest one. 

:.m. BELL : l:low much money would you say was involved 
in this on an annual basis? 

i.!R. l!cCOl!I.IICY·: On the face-amount companies? 

!.lit. BELL: Yes . 

JUDGE HEALY: You mean, the face amount of thi s 
type of i ssue? 

~!k . BELL: New money going into this. 

t.ll{. ECCLES: No, I would say the total amount of 
money tha t i s going into all types of investment trusts, 
new money that is going in. And I wouldn't subtract 
f rom that the money that is being paid back because 
even if you st opped the sale of new certi f i cates or 
payments on existing cert i f icates, it would mean, of 
course , a certai n process of liquidation; and this is 
a good t ime to get liquidation. 

~. BELL: That i s what we have advocated, haven't 
we ? 

!.!lt . ECCLES: That is r ight. 

~lli . ~cCOHMICK: The only figure I could give you 
is the total gross payments on t he face - amount and 
plan companies, plus the amount of sales of new 
cert ificates . Now, that is assuming that you are 
interested in the amount be ing paid i n each year on 
already outstanding contracts. Now, on the face-amount 
companies there is forty; on the plan, fortr-five; and 
the figure I gave you on certificates was f tty-four . 
That is about a hundred million dollars a y~ar. Last 
year was not a pa rticularly good year. 
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As a matter of ~act , payments on Investors Syndicate 
alnne d1•opped from thlrty-seven to thirty-three in 
out standing certificates. 

!.IJ(. CLAYTON: That hundred million includes payment 
on the outstanding of old contracts? 

MR. BELL: You don't know how much represents the 
new contracts entered into? 

L~ . ~cCONUICK : No , the fi gures we have are no t very 
complete. On Investors Syndicate I can gi ve you the 
figure there because there was a shift from an old 
company to a new company a year ago - five million 
d~llars pai d in on new contracts, Investors Syndicate. 

14R. BELL: And what percentage 110uld you say tbe 
Investors Syndicate represents ? 

MR. McCORMICK: Probably hal f of face-amount companies . 

MR. BELL: There isn 't a big volume of new ·money in­
volved, is there? 

MR. BUFFIN(}TON: Dan, I don 't think - Mr. Mc"'ormiok 
knows more about it - I don't thi nk that is entirely 
the t est . I think you will find usually in a rising market 
you have these instruments all set Ufi t hey go wi ld. In 
other words, the little fellow doesn t buy in this kind 
of market. where be sees debits and activi ties increase, 
th~t is where he wants t o take a ride. I would think the 
lan~e~ in t his thing is the instr~ents that are ~et up; 
the m1nute you get an improvement 1n your market 1t 
improves that volume two or three times. 

~ffi. ~oCORMICK: They not only go af ter the new money, 
but try to get people to convert their (}ove rnment Bonds . 

MR. ECCLES: That i s the trouble; that i s what 
happened be fore. 

MR. McCORliTCK: They are right now. 
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WR. ECCLES : The danger is getting after these peovle 
who buy Defense ~avings Bonds - the{ get thea to cash 1n, 
induce them to cash in. They say, Now you have met t his 
problem of pay-roll deduction and, after all, all you get 
out of these bonds is so muoh1 and here is a much better 
investment. 11 By gosh, they Wl.ll induoe them to cash in. 
I mean , that is one of the dangers; these salesmen get 
a commission, and any darned way they can get money divertea 
i nto these certificates they are going to do it . 

l!R. BELL: Do you see any evidence of that now? 

UR. PURCELL: Yea, we have . 

~ . »cCOJU.IICK: We have had some letters. Shall we 
mention any of those? 

~t . PURCELL: ifhat thef are, generally, are letters 
compl aining - not complain1ng, but sometimes just asking 
our opinion as to whether this salesman is right. "He 
oame to me and said I ought to get out of my Government 
Bonde , now that I have done my Job there, and get into 
this ·f ield. 11 

Mit. BUFFINGTON : "The market is just right for it , 
too." In other words--

l!R. BELL: How they are getting in on the bottom, and 
eo on. 

UR. BUFFINGTON : You wil l find, too, that the in­
vestment trust buys and sella on a round-lot basis and 
charges these fellows , do they not, on an odd-lot basis, 
so tha t in addition to making their commission they make 
the differential on the odd lot and the round lot. 

MR. ECCLES: Which is a factor . 

~m. BUFFING!ON : I think it is a terrible thing. 

MR. BELL: How could you atop it or decrease it? 
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I!R. PURCElL: That is what I would like McCol'lllick to 
talk at out, a little about the possible effects, and 
Judge Healy has some very definite ideas on how to go 
about this, or the effects if you go about it, which I 
would like you to hear him on, too, 

1ffi. McCORMICK: In t he first place, the closed-end 
trus t s, there i s nothing you can do about them, and 
they are not sell ing so you are not concerned wi t h them. 
The second ones are the open-end management. If you 
told them they could not sell, of course i t wouldn't 
affect- - , 

MR. ECCLES: By the closed-end trusts rou mean those 
tha t are not selling, that all they are do1ng now is 
they are in the process of liquidating? 

l.lR. McCORMICK: Generally the closed-end is incor­
porated, bas a certain capitalization in traded securities, 
like U.S. Steel. 

JUDGE HEALY: In process of liquidation. 

lffi. ECCLES: Those concerns are not particularly -
we don ' t need to be concerned wi th those at all . 

MR. WcCORNICK: No . Then the open-end management 
compan{ - if we stop sales there, it wouldn't affect 
the fe low that was already in because he already has 
a certificate, only to the extent that by shutting him 
oft you might create a psychological situation where 
there would be a rush to dump securities on the market, 
with a consequent depression of the underlying value of 
the portfolio. The third type- -

MR. ECCLES: Let me ask you this . That would not 
ltkely be true unless the{ had some very large - certain 
substantial blocks of oer ain securities . They are not 
eo big, are they, the holders of securities? 

JUDGE HEALY: They have got about five hundred seventy 
mi llion dollars, these open-end companies, and they have to 
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keep themselves completely liquid because of the 
redemption right that the security holder has. The 
reeult is that they are all in about the same tYPe of 
securi ty. They are al l in the blue chips . 

Now, theoretically what happens is that the man 
wi th the certificate comes in and theoretically the company 
sells enough of the portfolio to pay him off. Since 
there i s a const ant selling campaign going on they actually 
don't go through that process - pay out the amount of the 
cash they take in. \!hen that cash stope coming in if the 
demand for redempt ions is continued, as ~Cormick shows 
us here, about fifty million dollars in redemptions last 
year - i f t ha t should i ncrease, for any reason, you get 
a whole l ot of people dumping about the same class of 
secur ity on the market. 

Lffi. ECCLES: Is that f i fty million of redemptions 
.in excess of--

loll< . PURCELL: No, four mi llion in excess of sales. 

~U< . ECCLES: So that that practically balanced out, 
and thi s had no ef fect on the market, either to stimulate 
it or to suppress it, whereas if you atop sales then of 
cour se f OU would have in effect a substantial sale of 
blue-chtp securities on the market i n order to meet the 
redemptions . 

MR. PURCELL: You would eat up your cash position 
firs t , and at that point you woul d start sel ling: ~ow, 
if there were what Uac refer~ed to as a run-up, 1t 1s 
conceivable that a l ot of people would be getting in there 
t o ge t ahead of the next fel l ow rather t han, as i s the 
case today, just get the money to pay hie t a.xea. 

JUDGE HEALY: Maybe. 

~m. ECCLES : I f · it took fifty mi llion to meet that 
si tuation it wo•.Ud - your contention ia that the re­
dempt ions would be very much heavi er if action was 
taken in order to atop it? 

MR. PURCELL: It is a possibility if t here were a 
psychologi cal effect which created a run. 
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W~. ECCLES: Wouldn't there be, don't you think? 

MR. BELL: lJo you have sone wa,y of meeting that, I 
mean, doing it in a gradual way eo ae not to create that 
effect? -

JUDGE HEALY: The people in charge of some of ~se 
companies are principally intere sted in that phase.~You 
see, from the point of view of a man who is dist ributing 
securities he has a const ant supply. He hasn't got to 
worry about competitive bidding in going in to get the 
supply of secur1ties t o sell. He always has it because 
that redemption is going on. I ver~ strongly suspect, 
although I con't know of course, that once the profits 
that enter into distribution come to an end the interest 
of the managers in t hese open-end trusts i s going to 
diminish materially • 

• 
In other words , I have some doubt whether you will 

ge t as good quality in management of the portfolio 
under· those condit ions . 

A~ . PURCELL: You asked, Uan, whether there was 
any method of meeting it. 

JUDGE HEALY : 1here is one provision in this act, 
in our investment company act, that got into the act 
in thi s way. Some of these companies which gave the 
right of redemption had so.rt of foxed the people that 
aslced for redemptions from time to time by demanding a 
notice of thirty to sixtf days, in one case even a .year. 
So we got the provision 1n here that was designed to 
prevent that type of exemption unless certain condi tiona 
existed or unless the Commissi on enacted some rules 
along ~hat line . That was intended not to compel. the 
extens1on of redemptions but to permit the extens1on of 
redemptions under certain circumstances . 

Wt. ECCLES: Do you have that--

JUDGE HEALY: I think if you gave the statute very 
literal construction that the Commission would not be 
able t o compel extensions of the period for rede.cpt ions • 
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If you got some cooperation from the companies t hen you 
could work it out between the companies and the Commission 
so that your redemption period could be extended. 

MR. ECCLES: Notice of redemption . 

JUDGE HEALY: lfnat hardship that would work on the 
people who want to redeem them, I can't say. 

!.m. PURCEU.: 'lhe law requires that redemptions be 
made wi thin seven days after the demand. 

LIR. ECCLES: Isn ' t this true, if you should atop the 
sale of this type of investment trust or certificate 
that tha management would have a very limited source of 
revenue? I ne an, on what basis could they continue in 
business? They would soon dry up, because the redemptions 
would reduce the volume to such a point that they would 
have to liquidate - request a liquidation of the whole 
thing sooner or later. 

MR. l.lcCOR!.!ICK : Either that or mergers. 

MR. BELL: \\hat would be the harm if you said, "Your 
new business can ' t be any greater t han your redemptions?" 

MR. PURCELL: Well, I have been worried about that. 
The suggestion ~as made that you gauge the size and 
effect of this business on the net difference between 
sales and redemptions, namely, last y~ar , fifty-feU' 
over f ifty, or four million. • 

On t he other hand, I don't think that you c~ say 
wi th any positiveness that the withdrawal is go1ng to 
go any great extent where you want it to go, into Government 
securities . 1nerefore , some part of that redemption 
figure , how great we cannot tell, must be going into 
places where you don ' t want it to go where it is defeating 
your Treasury Bond program. Now, nobody can say what 
that is; but to use the net f igure alone I think would 
not be sound. 
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YR. BUFFINGTON: Tbeae redemption figures you are 
using are 1941? 

~m. McCORMICK: That is right. They are not all 
calendar year . It is t he end of the last fiscal.year. 

Wt. ECCLES: But a pure liquidation of these companies 
would not be of any ~articulan assistance t o the economy 
because, after all, 1f they are going to have t o sell 
the securities they hold, to pay them out somebody has 
got to have the moner to bu~ the securities ; and those 
that buy the securi hes can t buy Governments, ao, I mean, 
l t is a transfer of investment , and that doesn't serve 
any purpose in this picture. It seema t o ~ the purpose 
you want to serve--

( ~ecretary Morgenthau entered the conference . ) 

MR . BELL: I asked Ur. Purcell to submit a memorandum 
on the investment trus t securi ties, the certificates, 
and he has done that and we were just discussing it . 
1•hile there ian ' t apparent ly a great volume of money in­
volved in this , there is the danger that these companies 
which have a lot of salesmen will urge people who hold 
Savings nonds , after they have invested i n t hem and cbne 
their patr iotic duty, to get out of Savings Bonds and 
go into these invest ment trust certificates. They have 
had some indication that there is a trend now in that 
direction, and we were just discussing as t o what should 
be done t o atop it and what will become of the companies 
if. we did stop it . 

UR. ECCLES: I was saying that in the !* rticular 
type of company we were discuaaing, these management 
companies, they buy stocks, these blue-chip stocks , primarily, 
and hold them and issue certificates to the investor s ; but 
the liquidation of those companies would not be of any 
particular assistance because the money that the certificate 
holders got when the stocks were sold would be off-set 
by the people who used their money to buy the stocks . It 
ia merel y a transfer of ownership and would create no more 
money for the purchase of GoTernmenta ; but it do~s s~em 
to me that in connection with the further axpans1on 1t would 
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be desirable, but even at t hat , aa long aa they are con­
fining their purchase to what we call blue-chip securities 
the sellers or those blue-chip securities will get the ' 
money, of course, that is being used to purchase them, 
so it become a a transfer there. . 

I would think this sort of - if the management is 
at all competent and efficient , this thing would be the 
mos t desirable type of trust, possibly, if they are doing 
a good job and they are ro nfining their purchases to 
lis ted blue-chip securities. 

The other types, such as the Investors Syndicate, 
and that type of thing, it seems to me to be the least 
des i r able and the ones that can really do the greatest 
danger because they have salesmen out getting substantial 
commissions, and I think the real dange~ is- -

1m. PvRCELL: The others have salesmen out, too. 

l.IR. ECCLES: Do they pay as big oonmlssions? 

MR. McCORMI CK: I think they oome very near. Of 
course the contract they a ell is smaller, or the 
certi ficates; it is a piecemeal proposition. Keystone 
Custodian Funds, which sella ten types of funds, for 
example, says to the fel l ow, "How about buying a bond?" 
He aaya, "bonds are no good now. " "How about our low­
class preferred?" "They are no good, either." "How 
about the high-class common?" T&ey have got ten 
different types so the fell ow can't deny unless he says 
he doesn't want to buy anything . They have about three 
hundred salesmen. 

I have the figures on thei r sales. 'l:hey are now in 
the process of registering three funds wi th the aEC, 
additional shares . The K-1 fund is the low-type preferred 
stock , which in November 1940 was selling at the rate of 
t~o thousand six hundred certificates a month, and in May 
they sold fourteen thousand, at a gradual increase . Their 
low- class common went from an average of sixtr shar~a a 
month, certificates, t o four hundred and ten 1n Apr~l. 
The high-class common stock went from four hundred and 
three certificates in November 1940 to over four thousand 
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in April this year. 

~ffi. BELL: Ten times in each case . 

Mit McCORMICK: They are one of t he most active in 
the field now, the Keystone--

Mit. CLAYTON: ~t I can't understand- just as you 
argue, Marriner, it seems t o me that when you put out 
those certificates it doesn't mean that the market, the 
securities market, is absorbing any fresh capital, isn't 
that right? 

Wt. ECL'LES: That is right . 

UR. CLAYTOr; : As long as that is true , how does that 
operation interfere. Would it necessarily interfere with 
the sale of uovernment Bonds? 

MR. PURCELL: 1"1ell, it just seems to me, on an ari th­
n,ct ical basis, without any regard to the consequences, 
i f these companies were not selling to that extent there 
would be money available which could actually go into 
bonds. Vfuether "ar Bonds or not there is no tell i ng1. 
but there will be that much 1110r.ey avaUable for War llonds. 

!nt. CLAYTON: But if I put a hundred dollars in~o 
one of these certificates and the company buys Amer1can 
Telephone stock with it, you or somebody else have to 
sell the telephone stock. 

MR. PURCELL: That is right. 

MR. CLAYTON: It looks to 111e like- it is a swapping 
of 1110ney between individuals. 

MR. McCOIU.IICK: But there l.a also the offsetting of 
the deflationary effect on the 111arket so that actually 
it wouldn't be an exchange if the market value was 
knocked down by reason of the liquidation. 

MR. BELL: It wouldn't hurt unless you allowed the 
A. T. & T. to put out additional stock and sell for cash. 
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There is where you get your new funds; but there would 
be some leakage. 

MR. PURCEIJ.: I think your principal problem ia in 
the face -amount certificate. 

H.M. JR: Could I get in on this. It is like lifting 
a bucket of water out of the ocean - I mean, pour i t out 
of the Atlantic and pour it back into the Pac1fic and the 
level of the ocean won ' t change. 

You have in the first instance three hundred sales­
men out soliciting people with small funds to invest in 
this kind of investment. Those three hundred salesmen 
mifht be soliciting those same people to buy a hundred­
do lar bond in the fir st instance. I mean, that is the 
thing that bothers me. 

In t he first instance - it isn' t ao much, but I mean 
if these men were ringing doorbells for us more or le ss 
exclusively - but the three hundred men ringing for t hem ­
and I think they have a damned sight better investment 
in War Bonds . 

MR. ECCLES: Of course these fellows wouldn't be 
ringing doorbells for you because they get - this. is 
their source of income , based on the commission they 
get . 

H.U.JR: But it is savings in the f irst instance which 
i s going into t his kind of certificate. 

MR. CU.Y'l'ON : I think there ia--

MR. PURCELL: That doorbell rin>er wouldn't be 
competing with whoever your doorbel1 ringer was. 

MR. ECCLES: The fellow that sells A.T. & T, though, 
or any other blue-chip security has got the fUnds to do 
something with, of course . I think it may be correct 
that the purchasers would possibly be potent i al bu!ers 
of Governments, whereas the seller• of these secur1ties. 
would not be using the funds in the sale of these secur1ties 
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to buy Government s, but would like to be using t he funds 
to be paying t hei r taxes or doing somet hirg else with 
them. 

~~ . CLAYTON : I think that is the point in i t. I 
think that has some merit • . 

...... . 
tt."tr. JR: I don ' t quite get what ll.r. Clayton says . 

UR. CLAYTON: Mr. Secretary, that the people who are 
putting this money into these certificates are much 
more likely to be customers of yours ln buying War 
Bonds than the fellows that will get the money that 
sell the stocks to the companies that issue the certificates. 
That ls the point . 

MR. BELL: He may get some, but there is a big leakage. 

H.M. JR: That is the point I made • 

. MR. CLAYTON: I think it is a good point . 

Am. PURCELL : Mac, do you want to descr ibe the effecta-­

lJR. McCOIUIICK: I think this Invest<r a Syndi cate, which 
is the plan company where they sell you a contract and the 
cash surrender value increases - they take a substantial 
part of your early payments, and conseguently takes a long 
time - as a matter of fact, the new fifteen-year contract, 
you don't break even until you have reached the tenth year, 
so once you have signed those contracts you have a tendency 
to stay with them as long as you can . 

Now, to indicate the extent cC that, they have two 
thousand one hundred and fifty members in their selling 
organi zation. They are located in forty-t wo States and 
the District of Columbia, and on January 1, '41, the 
co:npany had four hundred and seventeen t housand six 
hundred sixteen contracts in force with a face amount 
in excess of a billion dollars , and they were held by 
three hundr ed and fifty thousand different individuals . 
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Now, when a fellow is stuck with one of those con­
tracts it is not likely that he can take any money out 
to buy Government bonds. Now, on t he effects- -

H.M. JR: We might learn how they do it, t o hel p on 
the New York pledge campaign. What kind of a contract 
is i t ? (Laught er) 

~m . BELL: rf we get them tied up for ten years we would 
be all right. 

JJR. PURCELL: Put a lot ot sm.all type in it . 

H.U.JR: That is just one company? 

~~ . McCORMICK: Investors ~yndicate . 

MR. BUFFlNGTON : Theirs is a commitment, not a pledge , 
and t hey act better under a commitment because they want 
to see bCJI the--

MR. McCORMICK: You can't get out of i t . 

MR. BELL: Is that the Milwaukee? 

1/.R. IJ.cCOR!.II CK: Mi. nne apoli s . 

JUDGE HEALY: The buyer isn't bound to make those 
payments; he is more or less locked in there. 

H.li. JR: I think we are just as much behind th~ times 
on this thing as we were in converting the automob1le 
i ndustry over into making tanke and airplanes if we 
continue to let this thing go on . 

MR. CURRIE : And in any true conception of m?b~lization 
for war, this is a ~on-essential and useless act1v1ty. 

~m . PURCELL: Just so that you will know what the 
consequences of any action would bs, I wish you would 
briefly s t ate what t he effects of stopping this lD uld 
be . 
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l!R. ~!cC(JU(ICK : In order to understand what the 
effect on the co~tract order would be you have to realize 
there are two companies involved, Investors Syndicate, 
Which has been in exist ence for about forty years, and 
Investors Srndicate of ~erioa, a subsidiary of Investors 
Syndicate. The new company was set up on January 6, 1941, 
in order to continue the sale of certificat es because the 
old company had difficulty in meeting the requirements 
under the Investment Company Act of 1940 and also the 
Securities Act of 1933. The old company, therefore, is 
not selling new contracts. It is just tak ing in as to 
its outstandin~ contracts. Last year they took in 
thirty- three m1llion dollars in those outstanding con­
tracts . 

Now, most of those contracts were sold with an 
accumulation rate of six, seven, eight percent, and the 
only way they can meet their maturity amount is through 
lapses, largely, because they just cannot earn on their 
investment s plus t he payments that are being recei ved. 
They can't accumulate at that rate and make up this 
tremendous cut they take out at the beginning. So 
these companies, if you stopped collections, of course 
would accumulate only at the r ate of four or five 
percent; they have got investments in FHA mortgages 
so they would go bankrupt. The?' just couldn't meet 
their specified i nterest rates 1n those contracts . 

Now, if you told them that they had to liquidate, • 
however, they are in posit ion to meet their cash surre.noer 
value. As a matter of fact , though, that would be an 
injustice on the certificate holders for this reason, 
that the company accumulates a cash surrender value 
and has a separate reserve that i t gradually builds 
up and t ries to close that gap between cash surrender 
value and the maturity value. 

llR. ECCLES: Like an insurance company. 

Wt. McCORMICK: That is right, and i f it was at. 
this time liquidated the fellows who have been runn1ng 
the company will probably come out of i t about six 
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Million dollars ahead. 

MR. ECCLES : They 110ul d take the reaern and the 
certificate holder would get the oash surrender value, 
which would penal ize them, and we woul d get t he blame. 

MR. McCORMICK: And ·in each of these cases except 
in the case where a fellow paid up the ·full contract 
and is merely l e tting it ride, accumulating interest 
specified in the contract, be would get less than he 
paid in, almost in every case. 

WR. ECCLES: Isn't this true, that as a practical 
matter about all you can do is to stop further business . 
You can ' t go back and undo what baa been done . 

JUDGE HEJ.LY: I think you ought to hear what he 
has to say about the new company. 

H.M.JR: If you stopped new sales on other compani es, 
by stopping new sales would that bankrupt them? 

MR. McCOR!.!ICK: It yon allow them to cont inue to 
receive payments on the old? 

H.M.JR: No, get ting new contracts . 

~. McCORMICK: No, they wouldn't be bankrupt. As 
a matter of tact, if everybody that was in the ~ld 
company carried thei r contract through to matur1ty 
they would reach a time , even now, when they would 
go bankrupt. The only way they can meet those maturities 
is have some of those l apses go to the fellows who stay 
in . You wouldn' t change it one bit by stopping them. 
That is a condit ion that i s inherent in t he setup. 

H.M. JR: But I mean, if you had the legislative power 
to say you can ' t go out and solicit new contracts . 

II.R . PURCEll: That is what he is oo=ing to. 

JUDGE HEALY: The old company has al ready stopped 
because of the t erms of the Investment Company ! ct . 
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The new company has been formed to comply with the 
Act. 

1.49 

MR. McCORMICK: If you stopped the new company it 
would not b~nkrupt them bec~use they ~re selling a 
contr~ot th~t accumulates three ~nd ~ h~lf percent and 
so they would be able, if we just let them continue to 
receive p~yments on outstanding contracts, to meet their 
maturity if you just stopped the sale of new ones. 

JUDGE HEALY: \\hat face amount did new ca:~~pani es 
sell last year? 

L!R. l!cCORlfiCK: Last year, seventy million dollars, 
face ~ount, on which they received payments of five 
million, and the cash surrender value on those is about 
t hree million . 

UR. ECCLES: '1hat i s what the SEC did, made it 
impossible to conti nue on the basis t hat they were 
golng, and t herefore they start a new company on a 
three and a half basis ins tead of seven or eight percent 
basis . 

!.lit. PURCELL: That is what Congress did. 

wt. ECCLES : ~.hat I mean, your regulations - yes, that 
is right . 

l!R. BELL: Row would you s top thi s business, by 
an order of the SEC or Executive order or new legislation? 

MR. PURCELL: Now, there is the problem that the 
Judge is very much interest ed in. 

JUDGE HEALY: That is t he thing that bothers me very 
much in this situation. The more I think about it the 
more confused I get. But you are dealing he re, it seems 
to me, with a situation where it is P' etty apparent, to 
me at ~ ast , that t he people who are making these payments 
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on these face-amount certificates are folks who ordinarily 
ought to be buying liar Savings Stamps, and a salesman 
will go about, meet them at the factories and other 
places, and get their money for this purpose . · 

Now, you asked how you can atop it. Well, no~y has 
the least right to stop it. They are do ing bus~ndil -
this Investors Syndicate, which is the principal company, 
is doing business according to a set of standards set up 
by Congress within t he l ast two years . Now, I may be 
a little sensitive about this because for fi ve years 
r have been defending a million-dollar damage case for 
something that -we did at the SEC where the court said 
we acted incorrectly but within our powers . We have 
won it at every point, but the confounded thing is still 
in court . (Laughter) 

Now, I get int o a lot of t rouble when somebody asks 
me to go ahead and do things or help to do things without 
any legal authority whatever. And 1 especially do when 
I not only haven't legal authority but I haven't any 
standards by which to guide myself in deoiding whether 
I will say no to this fellow over and yes to this one 
over here. 

Now, let ' s make concrete applicat~on of that ~~ th~s 
Investors Syndicate . On Monday of this week t he t;ucul t 
Cour t of Appeals for the Fifth Ci rcuit held that the 
Fidelity Investing Association, which is set up exactly 
like this one and which has gotten into serious trcuble 
under chapter ten in bank.ruptcy, the court held it was 
an insurance company. Now, the principal comp~t~tors, 
the principal rivals of t hese f ace-amount cert1f7cate 
companies, have been industrial insurance coi&nle~, and 
that r ivalry has been very bitter at t imes. eer1ously 
doubt, by the way, whether the rate of lapses in co~ection 
with these face -amount oertifioates is as great as 1t is 
in tho case of industrial insurance. 

Now, we come along and this oommittee says t o the 
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Investors Syndicate, "Boys , quit " "Well, have you any 
legal authority to make us qUit?" "No," "What are 
you doing t o make our co~etitors , the indust rial in­
surance companies , quit ?" "Nothing." "Well then, whr, 
do you ask me to st op? ~hy do you let them go along?' 

Now, let ' s assume, on the other hand, that they 
come in and say, "No. Well, if the Government is 
putting pressure on us, we don ' t care what your legal 
r ights are; we will do i t anyhow." Then let's suppose 
that that works out to a point where the company was, 
we will say, made up of pretty decent fallows who go 
along wi th you - Ganson laughs at that "decent fellows" 
of miRe - goes along with you and makes soae losses 
for the certificate holders, and this other crowd over 
here doesn't go along with you. 

Now, who is going to take the responsibilit~for 
what otherwise may be legal, for all I know, of bringing 
about those result s? 

J,Ut . BELL: Have rou looked into the authot•i ty that 
L~ . hocles is operat1ng under to cont rol consumer credit? 
haven' t we something analogous here? 

MR. ECCLES: You mean an executi ve order? 

JUDGE HEALY: It seems t o me that i f you refer to 
the letter t ha t Mr. £coles wrote to the bank--

~. ECCLES: No, no, it i s a regulation, it is based 
on a presidential executive order that covers consumer 
credit , in t erms of consumer credit. 1nat letter was 
just a voluntary thing. 

JUDGE HEALY: I don't know whether under any of 
the exi sting war power acts a directive from the 
President could cover this , or the WPB, or priorities, 
or what , 

MR. ECCLES: I would think that an executive order 
would certainly meet this situation because these 
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executive orders are based upon the war emergency. 
The war powers, Trading with the Enemy Act and the War 
Powers Bill , two of th~, have got in them about enough 
power to do darned near anything, and tf the Federal 
Reserve Board could be given authority by an executive 
order to tell every retai ler, every merchant, the credit 
terms upon which be can sell his merchandise, every 
installment seller of goods, and every cash lender -
nobody has raised any question about the power , either. 
I mean, there is no question being raised, and they are 
very - we have got at the present time close to two hundred 
thousand registrants, and there has been pretty universal 
compliance, and it involves altogether over nine billion 
dollars of consumer credit. That is what is involved 
in the picture , so I think that you could get at it 
through certain executive orders . 

1!}(. PURCEU.: We had a pretty exh.austive study made ' 
of the legal bases , based on the various existing acts 
and on the executive emergency powers, and we are well 
sati sfied t hat in an emergency such as this that the 
President has the power to issue such an executive order. 
I would be very gl ad to circulate a memorandum on that 
if you think i t would be a good idea. What we had in mind 
was this: Going back as I remember, Mr. Secretary, to a 
meeting some time ago, you expressed the thought that it 
would be well to get a refusal to comply with an informal 
request , so as to be buttressed when you went for formal 
authority. 

V.e have had - I think the Judge expressed it very 
well - some trouble with making a demand on these peopl~ 
and then having them raise hue and ory as to our autbortty. 

What we have to suggest would be this, that if you agree, 
we might call these people in and tell them that, represent ing 
this informal committee, we have bad some troubl e wi th the 
cont inued sales of these types of securities in competition 
with the Treasury's program and ask them for their views 
on the subject, which would probably bring forth an ex­
pression o? thei r unwillingness t.o see any restrictions 
put on their ac t ivities, at which point we could report 
back thei r views and t heir posit ions to the committ!e , . 
which I think will probably give you what you bad tn mnd 
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JUDGE !IE.UY: That would han the advantage, also, 
that the staff which baa been working on theae invest­
ment trust problema ao. long oould analyze and teat 
those statements and figures and concentrate them for 
the uae of the Committee. 

MR. ECCLES: It ia all right if there are not too 
many of them. Of course you can 't- we couldn't do 
that in the consumer credit because it waa too extensive. 

MR. BELL: Have you got a representative group? 

IIR. PURCELL: Yes. 

JUDGE !IE.UY: foe have an aaaooiation formed and you 
have somebody you can go to but you haven't an association 
for the face-amount companies. You only have a few face­
amount companies - in fact, only one that counts. This 
is the one that really counts. 

MR. ECCLES: Your idea would be then you would get 
the Invest ors Syndicate and then the association and 
you would have pretty well covered the field? 

JUDGE HEALY: I thi nk ao. 

MR. ECCLES: Isn' t this the appr oach to the thing? 
This isn't a case of judging what companies are good 
companies, and which aren't, which have competent manage­
ment and which don't have. You are not undertaking here 
to reform, th.at you are permanentlf ~oing to say that you 
are going to police ell of the ind v1duals and going to 
say where they can put their money and where they can't. 
It isn 't t hat sort of a thing any more than, for instance, 
in under t aking, as the Federal Reserve did, to deal 
with consumer credit. We had companies like CIT, 
General Mo tors Acceptance, some of the Household 
Finance , the companies that are very excellent companies 
and doing very useful service in the field under normal 
condi tiona . Well , gosh, we han practically put thlllll 
out of business. I mean - you see - I mean, 
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their volume of business will just shr ink so that 
they are almost out. I can't see why these companies, 
no matter how good they are , how useful their service 
has been in the past, why they serve any part icularly 
useful purpose today when we are trying to divert all 
of the funds , both l arge and s~All , corporate and 
individual, into Government financing . 

JUDGE HEALY: Isn' t - you oUJht to say you ou~ht 
to have priorities on cauital the same as on copoe;, 
steel, and eve~Jthing else . · 

~. ECCLE~ ~ell , it is in a sense. You should 
have, nhat ne call savings capital. 

JUDGE liEALY: Well, savings capital--

!.IR. ECCLES: That is right . Because you can {'et 
at that by st oppi ng this sale . 

JUDGE HEALY: I think it is very dan$erous t o 
wait until i t is demonstrated thnt there u a real 
need because when that demonstration comes you begin 
to feel the pi nch. It seems to me the thing that a 
movement of this sort can serve is to see that that 
place doesn' t come . That is what you have to look 
ahead to. 

UR. ECCLES: Of course you can create plenty of 
money. The point is to use existi.ng mone7 without 
having to create new money. 

MR. BELL: Do you want SEC to say, in t~is ~oup, 
thnt this is interferin::: ~lith the Treasury fmancmg 
or sale of Savincs Bonds? 

H.M. JR: ,No. What I think they can say is this , 
that they don t want to wait until the time col!les that 
it mi r.ht interfere, which i s something quite d1fferent. 
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MR. PURCELL: Yes, clear indication--

MR. ECCLES: Don't you think i t would be bad to 
indicate that · anytbing can interfere with the Treasury? 
1 think you have got to think that, after all, the 
questions of Treasury financing - that nothing can inter­
fere wi th it. 

JUDGE HEALY: My own feeling would be to call the 
business in arid say, "Here i s this problem. We are 
not telling you what you oust do or what you mustn't 
do, but we would like to discuss it with you and get 
your views as to whether it would be appropriate to 
stoi the sale of this kind of securl ty clur1ng the war 
per od. • 

MR. BELL: In the interest of the all-out war pro­
gram. 

JUDGE HEALY: Just draw them out . 

H.M.JH: Vlhy don't you find out if any similar 
companies in England and Canada - what they have done , 
Judge Healy? 

MR. McCORMICK: I think they have all been stopped. 

H.~.JR: Well, if you have, and I am sure that 
they have, although I have ~o facta, you have got prece­
dent. I am sure that the English wouldn't permit 
that to go on. 

JUDGE HEALY: I don't think imnortant business finns--

H.M.JR: You might as well have the facts on what 
they have done in Canada. 

J.IR. PURCELL: Australia, too. 

H.M. JR: It you want the stuff in England we have 
a very good man for the Treasury in England; you can 
get at him through Harry White. 
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~m . ECCLES: It seems to me that you have got a good 
precedent, too, when you point out that all these finance 
companies are just another form for gett ing funds, and 
these finance comnanies have all been - they haven' t 
been l iquidated, ~ut the regulations are such that it 
has that effect, that their vnlume is just shrinking 
tremendously. 

1!R. BELL: They have liquidated to s ome extent . 
~ 

MR. ECCLES: ~ell, we are doing it for the purpose 
of stopping - getting people to pay debts instead of 
buying goods . It i s partly an anti-inflationary program. 

Now, true, what you are doing here i s trying to 
divert funds into the uovernment instead of diverting 
them somewhere else . It seems to me that it can be 
shoftn that it is just as necessary to divert savings 
funds into Governments as it i s necessary to put pressure 
on peo~le to pay their debts . I t i s all part of the 
aame pte ture. 

MR. CLAYTON : Do you have aome hope you could get 
a voluntary agreement out of these people to discontinue? 

JUDGE HEALY: I would guess that Investors Syndicate 
would s ay no, that they will continue to Saf no as long 
a~ industr ial insurance companies oa.n operate. 

!!R. PURCELL: They have been resisting telling the 
truth for about six or seven years. I don't see why 
they should give any favorable ans~er on that . 

MR. CURRIE : Perhaps if we get a way with those 
we can move on the i ndustrial i nsurance companies, the 
biggest racket i n the oo untry. They used to collect a 
quarter of a billion dollars from very small poor people, 

and still do t hat. 

\~ . McCORMICK : Very large. 

MR. ECCLES : I think they have ~ot something - I 
thi nk that three quarters of a bilhon is larfely funds 
that might go into Defense ~avinga that doesn t go there. 

UR. CURRIE : Small amounts of twenty- five cents, fifty 

cents. 
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JUDGE HEALY: Some of the insurance companies could 
put core ~~ney into Governments. 

H. LI. JR: If we keep on in such a radical manner 
tho £irst thing we know Mr. Dies will inve stigate us: 
(Lau~ter) 

MR. BELL: \Vh,y can't you say, in answer to that 
question, we ar e studying that? 

JUDGE HEALY: We can tell them not to make too 
many assumptions about that. 

JAR. CLAYTON: What is the position of the building 
and loan associations in this picture? (Laughter) 

J.!R. PURCELL: Mr. Eccles mentioned that. 

l.m. CLAYTON: I didn't know I was bringing up 
something--

JAR. McCORMICK: I th.ink probably - I haven't 
looked into it - we have data from the United States 
Building and Loan League and also from the Administration, 
the Federal Home Owners Bank, but I think probably we 
ought to have a complete report on it. I might say 
that the &!ilding and Loan League indicates that most 
of their assets are in mortgages, and the question would 
be whether you want to knock off that inves~ent in that 
type of asset. Of course the trouble is that most of 
them are member s of the Federal. 

MR. ECCLES: Yes, they are part of a Government 
setup. I think your building and loan is a little 
different . I do feel , however, that we might well get 
at that through the Home Loan Bank setup' e own regula­
tions. 

MR. BELL: Don ' t the prior i t ies pretty well take 
care of them, except for old homea? 

MR. CLAYTON: The priori ty situation does, except 
for very anall homes. I think for very small homes they 
might be able to go ahead without priorities. 
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MR. McCORMICK: Five hundred, I think. 

MR. DELL: I think that is the limit . 

158 

MR. ECCLES: I am not thinking of getting at it 
from the standpoint of lending their money, because 
as you say, priorities has taken care of that the 

1 

same as the savings banks, insurance companies, savings 
departments of commercial banks, and I don ' t think 
you can go at the building and loan companies from the 
standpoint of saying that these funds that you take 
in can' t be put into home mortgages. I think that 
would get you into a lot of trouble. 

The building and loan companies are putting a sub­
stantial amount of their funds into Government Bonds, 
and if they can't get morteages there is nothing else 
left for them to do. They will automatic&!~ divert 
them into Government Bonds , because they are restricted; 
they can' t go out and buy common stocks, they can't go 
out and make commercial loans. There are a lot of 
things they can't do; they are restrict'ed, and they 
have been t rying for the last two or three years t o get 
it amended so they could. 

(The Secretary left the conference . ) 

lm. ECCLES: We buck theo constantl7. We have 
said all that that i s creating is another banking ""''~e'" · 
and we have got too many banks now, but they are restric 
in their lending and activities, and in the ~bs:nce of 
home mor tgages being available because of pr~or~ties 
I think they are going to have surplus funds , .a~d they 
are going to have to go into Government secur~t1es. 

Now, the thing that has concerned me about the 
building and l oan companies was the kind of contracts 
that they are putting out, which are somewhat l i ke 
some of these contr acts you refer to. They will sell 
what they call a paid-up oert ificate, and also an 
installment certificate . They advertise that you can 
get three percent or three and a half percent or four 
percent on your money, and it is guaranteed by the 
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United States Government, insured by the United States 
Government. So you do have competi t ion t here. 

The Government bond bears two and a half, l ong 
bond, whereas a l ot of building and l oan companies 
advertise higher rates than you can get on the 
Governments, and they get the ·funds on the bui l ding 
and loan insurance, which is a Government insurance 
setup. tlort , r i ght there is something that we ought to 
stop. We could well insist that the Home Loan Bank 
people insist on that sort of advertising and inducing 
people to put funds in here . That is unsound from the 
standpoint of these building and loan companies and 
will get them in trouble, except through the cancellation 
~enalty. It is the same thing as this Investment 
~dicate. They advertise the three or the three and a 
half or the four percent, because the person buying 
these installment certificates is unable to carry through 
and the loss t hat he takes because of his inabi l i ty to 
ma ture the certificate enables them to pay maybe three 
and a hal f or four per cent on those who do carry through. 

~D~. DELL: Penalt ies, forfeitures , and so on. 

~. ECCLES: That is riront. That is the bad part 
of it, that is the right of !hese salesmen of these 
building and loan companies to go out and sell cer­
tificates just like the Investment Syndicate. 

UR. BELL: That part of it is the inducement 
they offer. 

Ml~. ECCLES: That takes fUnds from a lot of little 
savings around the country. that goes into ~his channel 
that ought to go directly 1nto Defense Sev1ngs Bonds. 

llR. CLAYTON: How can they possibly sell a cer ­
tificate of that kind now? I don ' t see how they can 
make good on i t , because the opportunities that are 
open to them are so thin. They can' t put any ~ew . 
money into buildings because of the pr1ority s1tuat1on, 
and they can' t get securi t ies, Government or any other 
kind, that will enable them to make good on their contract . 

• ... 
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MR. ECCLES: Well, of course, they have alreadf 
got six and seven percent , eighty and ninety percent 
mortgages, and they have got a l ot of FHA, four or 
four and a quarter. 

L!R. BEll: And they are out no11 competing for 
old mortgages from other institutions . 

J.ll . PURCEll: And they are ruining this campaign. 

UR. ECCLES: But the difficulty is that why they 
are able to do this well is they bank on a cer tain 
percentage of their certificate holders forfeiting. 

MR. CLAYTON: That is bad stuff. 

MR. ECCLES: Of course, but that is 11here they 
live, purely on oversel ling people, and of course, 
the cash surrender valne i s very small. The first 
year i t is nothing. I t practically all goes into 
commissions, and so on. Tho second year, I don' t 
know - it is very small anywo:y. In other words, they 
have to carry through to get this sort of income. 
Now, the 1vhole principle of that thing is bad. 

JUDGE HEALY: That was the basis of the old face ­
amount certificate thing. You paid in a sum of money, 
and they said, "At a certain date you pay so much, and 
we will pay you back so much. " Then they take out a 
sales loan, management loan, and then they try to make 
the rate of improvement that they vroaised you. They 
can't possibly do it. They only d1d it by reason ?f 
the fact that a lot of peopl e couldn't keep up the1r 
payments. • 

1!R. MoCORJ.riCK: As a matter of fact, Investors 
srndica' e used to send their salesmen instruc~ions 
to over-sell them so the f ellow could carry h1s con­
t ract a little while and woul d have to lose it. 

J.:R . BELL: You are roine to see \1bat you can do 
on a voluntary basis? In fact , ~ke a littl~ more 
study as to nhst effect it is go1ng to have 1f you 

•• ... 
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virtuallf put these people out of business, I don't 
know i f we have enough intorma tion on that . 

JUDGE HEALY: 7hat ie part of the program to draw 
them out , see how good a case they can make on that , 
and whether our boys can break it down. 

MR. BELL: You might carry that on in our contracts. 

KR. ECCLES: I don't believe you are going to be 
able to do anything with this Investors S,rndicate, this 
group, and let the building and loan companies operate, 
because there is too close an assi~ent, a roup of 
salesmen selling certificates on the basis o a yield 
higher than the company can earn and pay, on the basis 
of them getting substantial commissions and leaving 
the companies to get by out of the forfeitures . 

That goes on in these buil ding and loan 
companies to a very substantial extent, and these 
building and loan companies are so much larger than 
all the rest of this put together. The building and 
loan companies run way up into the billions. It is a 
tremendously big setup, and it is a powerful political 
lobby. It is one of the most powerful political lobbies 

in •'fashington. A f ellow by the name of Bodfish - I 
vrent up against it in the Banking Act, I \tent up against 
it in FHA. I was handling i t for the Treasury in '34, 
and the buil ding and loan companies fought YdA teeth and 
nails, because it was reducing the interest rate on 
mortgages and was raisins the loan &Juount. They had a 
f ree field , because nobody else could loan eighty and 
ninety percent , and they were loaning eighty and ninety 
percent, and the average rate they were getting was 
around ten percent, and they fought about it, the whole 
FHA program, so I know what I am talking about when I 
tell you about the kind of a lobby - yet I don't think 

you can do much on this and let them &et by. 

UR BELL· How about making that part of your study, 
Ganson, ' and when you come back the next time with this 

other information--
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UR. PURCELL: If you arrive at the conclusion that 
Investors S,yndi cate and other investment activities 
should be stopped and wanted to seek the authority to 
do it, then perhaps the committee should make rep­
resentations to the controlling authority of the 
Federal Home Loan, or whoever it is. 

MR. ECCLES: I think very definitely that we 
should stop the sale of building and l oan cert ificates 
at this t ime, because they are certainly competin~ -
just get an executive order, because they will fight 
you . You have got to get an executive order through 
quickly, that is t he way you get those t hings , because 
the minute you begin to negotiate that you get licked 
pl enty. '!hey will stir enough Senators e.nd enough 
peoule up on the Hill here that it will just be a 
~roblem . The building and loan companies "ill say, 

What about the mutual savings banks and the banks?" 
7.'ell, tho mutual nvings bsnks and the banks are not 
paying any such interest rates. Tho{ t ake deposits 
and pay a current rate, but they don t mature certificates. 
They don't sell on an installment certificate basis 
where if you cancel there is a penalty; it is entirely 
a different situation. 

UR. BELL: You would let the building and loans 
go ahead e.nd take their. regular deposit in the regular 
way as long as they didn t sell this? 

MR. ECCLES: Sure, if they want to sell a paid-up 
certificate, no penalty on cashing ~ t in, let t hem take 
the deposit in the form of a certif1cate. 

YR. McCORMICK: Just take a deposit. 

MR. ECCLES: Let them take a paid- up certificate. 
A paid- up certificate is nuite a different thing, 
because a fell ow takes tho cash - the building and loan 
has the cash, and the fellow t hen can get his ?as~ back 
under the terms of the certificate , and there 1sn t any 
penalty. The real evil, as I -et it, is the- -

MR.. BUFFINGTON: The penalty keeps them going. 
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JUDGE,HEAL~ : Your reference to the political 
side of th1s - 1f we are definitely lookin" forward 
to .an executive order, giving somebody authority to 
handle this situati on to prevent this pinch, it seems 
to me that if you go to the investment trusts and 
Investors $rndicate and either make a request that 
they quit or explore the subj ect with them, drawing 
out their side of the case the way ~1e have discussed it 
this morning, isn't that precisely what t hey are going 
to do? 

~. BELL: I wouldn't ask them to ouit - just 
explore it as to possibilities . • 

UR. ECCLES: The minute you do that - here is 
what I am af raid of. Just the minute you begin to 
consider that, you will have the building and loan 
companies t hink - now, this thing i s very closely 
related, and you will get enough publicity and opposi­
tion stirred up, likely, before you can get started. 

JUDGE HEALY : When our investment bill was before 
the House and Senate in 1940, we discovered that the 
Investors Syndicate - these boys had plenty of power 
up there of their o\'lll without any help from building 
and loan or anybody else. 

CR. BELL: Do you think just talking to t hem 
along the lines we have been thinking about here would 
make them go t o Congresscen and Senators and get that 
stirred up up t here? 

I.!R. PURCELL: Yes. 

MR. ECCLE.:i : I .vould think, Dan, that an executive 
order, which only runs for the period of the war, the 
emergency period, expires six months after, some point, 
have them all in the same order, that that w?uld be 
gotten out , and then before you make regulatlons--

J.!R . BELL: Call them in. 
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UR. ECCLES: We didn't call in all these people 
that extend credit of all types until we worKed out 
an executive order with Henderson, because what our 
job - our job was t o supplement the price control by 
reducing the demand for merchandise, but we didn ' t 
put out any regul ation without calling in the various 
people of the t rade and discussing the proposed re~ 
ulations, giving them a chance to be heard and mak~ 
their suggestions . They were very helpful, because, 
after all, there are a lot of practical aspects to 
every business that you might not see all of them 
and at least, even if you don't accept their sugJe;tions­
and we couldn't in most instances - they feel a~lot 
better to have had an opportunity to be heard. 

MR. PURCELL: That is the policy we followed f rmn 
the beginning. 

1.m. ECCLES: I r10uld think you should pass the 
executive order and make it broad enough so that you 
can meet this, and prepare along with it a statement 
that would be in layman's language, so that the 
President, when he signs the order, would release that 
'this is being done ; and you get public supnort if that 
statement t hat he puts out "ould show that· this was a 
necessary war effort, and then you begin to present- -

JUD~E HEALY : The thing I hoped for here was 
based on the assumntion that - I hadn't undertaken to 
veri~J that - there wasn't much chance of an executive 
order along this line. Of course, it seems to me that 
the most desirable thing that could possibly be done 
would be , if the President has the power - !.know some 
of the lawyers think he has, most of theD th~nk he has -
is to set up t hat kind of a po11er and then go at.the 
subject of regulations i n about the way you mentioned. 

1m. ECCLES : I felt that the executi ve order 
proposed, and 1 still feel it wasn't necessary, and 
this is a very - this is a little different sort of 
thing. You were talking about capital issues . Now! 
this is son.ewhat different than the question of cap1tal 
issues . 

... .. 
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Lffi . PURCELL: Oh no, our executive order, Ur. 
Eccles , went beyond; it 1ncluded ce.pite.l issues , but 
went beyond the control of ce.pite.l preservation. 

MR. ECCLES: I was opposed to the executive order 
because I fe lt capital issues should not be included 
because, in the first place, anyone that can ~et 
priorities, they should be permitted to finan~e . 

MR. CLAYTON: Use t heir capital--

~. ECCLES: And tode.y you don't need to cont rol 
the canital issues; it seems to me that t~e priority 
thing ln e.nd of itself will pretty l argely control it. 

JUDGE HEALY : In some cases we can pretty rtell 
demonstrate that t hat ~tasn 't entirely so. I don't know 
how many of them there rrere , but there were people who 
were raising money 11nd didn ' t need priorities. 

J.m. BELL: They had their ovm money. 

MR. ECCLES: You can stop that by going to banks. 

JUO'lE IIEALY: \',hat kind of o.n order do you envisage 
that \Vould avoid that? 

tm. ECCLES: I haven't thought a lot about it, 
except--

MR. BELL: It seems to me it is r ight do~ the 
consumer credit a lley; it is e.lonr. the same l1ne, the 
same type of an executive order. 

MR. ECCLES: I would think it 1 s larrely to get 
at the people who are selling these various_t1Pes of 
certificates that are tapping the amo.ll sav1ngs al~ 
over the country, whether building o.nd loan compan1es 
or any of the rest of t hem. 

MR. PURCELL: It seems to me you want _.a ~airl~ broad 
order to deal with all the various types O- s1tuat1ons . 
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I think, Mr. Eccle s, if you r eexamine the order we 
have worked on in the past - true, you will find it 
includes the control of capital issues, which I think 
we may we.nt to come to and it wouldn't be bad to have 
the authority, but I think you will also find it has 
the type of authority in it t hat you are thinking of 
exactly. I may be wrong, but that is m, version. J~ve 
you looked at it recently? 

J.IR. BU!'FitlGTOll : Not rocen tly - it was plenty 
broad. 

J.IR. BELL: Do you think this miy.ht be a &eod 
way, to have an order and then call £hen in, then 
go after your regulations under that order sorewhat 
along the line Marriner did for the consumer credit 
control ? 

L!R. CURRIE: Yes, because if you start talking 
about it, I am sure you will raise a hornet's nest on 
it . I do think that the President ought to because of 
the political opposition. 

MR. llcCORJ.IICK: For ex8lllple, if .YOU were stopping 
the capital issues - the squeal from Western Congressmen 
on the mines, they quite obviously will squawk. 

J.IR. ECCLES: I wouldn't cover capital issues . I 
think that is a separate mat ter . Tho capital issue 
you can get at in another way. 

IJR. CURRIE: Tho installment point - get that . 
emphasized, and it would tie in with installment credit. 

MR. ECCLES: I would leave the capital issue out. 
If necessary, cover that l ater - I wouldn ' t put- -

MR. CURRIE : The thing ought to be broad enough 
to cover the building and loan. 

}{R, ECCLES: And also this industrial insurance. 

JUDGE HEALY. You may have a little troub~e in 
defini t ion, because I suppose oven ten shares Ln a 
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mine is a capital issue , These certificates that 
these men are selling, these face-amount certificates 
that we have all,been discussi~ is a capital issue, 
Of course, I don t get too much soared by difficulties 
of definition, because we always seem to have that 
trouble. 

MR. BEll: Well, will you take a look at it and 
see what you can do and discuss it? 

JJR. PURCELL: Sure. Perhaps we can arrange to 
get together with legal representatives of our various 
groups for discussion on the t,rpe of order. 

JJR. BELL : I think the Treasury and Reserve 
people worked on the consumer thing, and they would 
have that background, and they worked on the other, 
under the War Purchases Act , and under tho Trading 
with the Enemy Act, both of which were very broad, 

MR. ECCLES : I would like l.lr. Dreibelbis to 
work on t his thing. 

JUDGE HEALY: Shall we substitute this for the 
time beine, at least, in place of calline these fellows 
in? 

~. ECCLES: We are not ready to call them in. 

~. BELL: Is there anything else? 

!JR. PURCELL: We have got some routine here. 

MR. McCORMICK : There is one we ought to clear . 
'.'le were instructed to do something on the quest ion of 
the Interim Finance Company which was brought up • . It 
is a company in Chicago that lends tunds to compan1es 
that get into financial difficulty. They have one 
branch that reorganizes , that is, works out th~ plan, 
and then this new company has been set up to g1ve them 
money. 

Now, it was recomnendod the last time· the.t the 
Commission write a letter telling them to withdraw 

Regraded Unclassified



168 
- 45 -

their proposed financing. Now, we have drafted a letter 
in 11hi ch we say: · 

"1be facts re~rding the nature and purpose of 
the proposed offer1ng t o be made by the Interim Finance 
Corporation have been presented to the informal capital 
control comnit tee, the chairman of the Board of Gover­
nors of the Federal Reserve System, the Federal Loan 
Administrator,• and so on,"and it is the opinion of the 
Committee , after careful consideration of such facts 
that the owners of the cor~any will not contribute 
significantly to the war effort, and that its financing 
progr~ may interfer e with the bond-selling efforts of 
the Treasury of the United States . I have therefore 
been directed by the Committee to advise fOU that it is 
their wish that the comf&n¥ not proceed w1th its plans 
for financing at this t1me, " 

J.IR . ECCLES: Which co~:~pa.ny is that? 

MR. McCORliiCK: Interim Finance Corporation, a 
new company. 

L~. ECCLES: It is the one ne discussed two neeks 
ago. 

IJR. BEll: You are aubmi tting this as a draf~ 
to see whether there is any objection to it at this 
time? 

JUI)';E HEALY: I wouldn't differ very much l'li th 
the opinion expressed there, but I still hav~ so!le 
reservations about trying to impose these th1ngs.o~. 
a voluntary basis, especially if there is a poss1b1l1ty 
that within a short time son~ order oan be worked out 
that really puts this cocmittee on a firm basis. 

MR. BEll: Why not try this and if we don' t get 
any place on a vol untary basis, then.we may have. to go 
to the committ ee. The purpose of th1s is to avol? 
settin" up a formal comrli t tee that would have to 1ssue 
regulations and everything. 

, .. ... 
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~m . PURCELL: What i s your deadline on that? 

!.Ill. McCORlliCK: That will probably become effective 
before the middle of n~xt week. 

MR. ECCLES: As I remember it, Mr. Jones and the 
Secretary were at the meeting when this was discussed, 
and we all agreed that this sort of thing shouldn't 
continue - I mean, that this was entirely a new company 
being set up and that we should request that the7 do 
not go out and raise money now. I ITould think tnat in 
view of that discussion that the only thing we could do 
is approve this letter, 

MR. BELL: Where did you say it interferes with 
the Government Bonds? 

J.m. McCORMICK : Selling efforts . 'fie say, "will 
not contr ibute significantly to tho war effort, and 
that i t s financing program may interfere wi th the bond­
selling efforts of the Treasury of the United States." 
That l as t part could be cut out o.nd say, "will not 
contribute significantly to the war effort" per iod, 

1m. CLAYTON: I r1ould be in favor of that. 

L~. UcCOPJITCK: I don't like to ad.~t that the 
Government- -

UR. PURCELL: •.• can be stymied by the Interim 
Finance Corporation. Either that, or you could say 
it takes funds aw~y from the financing of the war. 

!JR. BUFFINGTON: I wouldn't do that. 

MR. BELL: Even that , you don't--

IJR. CLAYTON: It is too small. 

MR. BUFFINGTON: It is only o. million dollar s. 

JUDGE HEALY : I will go you one more; I w?uldn' t 
say anything. I don't think I would say aJVthliig. I 
think t his is just peanuts in the face of the problem 
we are facing . 
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Am. BELL: How much money is involved? 

Jm . BUFFINGTON: A million and one. 

170 

MR. CLAYTON: Potentially a million, but they 
may never sell half, may never sell a third- probably 
not a third of the securi t ies. 

MR. ECCLES: There is thi s thing you have ~ot to 
think about. There is noJublicity given to this 
informal committee. _The nute you send that letter 
out, then there is a coomittee, and then yqu are 20ing 
to have somebody making inquiries as to, well norr; 
after all, what is this comulttee, is this the f irst 
action you have taken, is this the first cOmp&n¥, and 
lfhat are you going to do in the future? I mean, it 
does raise all those questions, doesn't it? 

~IR. BUr'FIN'TTOU: You missed n hundred million on 
American Tobacco, Why get on this one for a million -
that is t he public' s attitude . 

MR. PURCELL: Legitimat e criticism, I v1ould say. 

!.!R. CLAYTON: It is so little. 

J.!R. ECCLES: 11/ell, in view of the fact that since 
this was done we have gone quite a ways in the direction 
of these investment companies and building and loan -
it seems to me that is much more important , an~ if that 
is going to call for , and it will if rre are go1ng to do 
ADf effective acting, so~e form of executive order, waybe 
we had better wait. 

, lo!R . BELL: \'/hat are you going to do lfith t his, 
hold it up or let it go along? 

Am. McCORMICK: Let it become effecti!e· ~e 
might stal l it, tell them to make some add~tional 
changes. 

UR. PURCELL: Not unless you have appropriate 
ground~ for doing it. 
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MR. BELL: You wouldn't want to do it here 
on an informal basis? 

JUDGE HEALY : I would hate to see that letter 
on the front paee of t he ,/all Street Journal , 

~m. ECCLES: If it was a real issue - I mean 
t hi s is the IYrong vehicle t o give t his inforn:al 
commi ttee publici ty. 

l.!R. BELL: I think you are right. 

171 

MR. Cl.A YTOII: The pS'J chology of it would be vecy 
bad. 

!JR. PURCELL: H.e,ve you eot ·anyt hing else? 

1.m. Me C<l'JJI CK : llo. 
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MEMORANDUM TO CHAIJU.WI PURCELL 

Subject : Sales or Investment Trust 
Sec uri ties 

There are at pr esent in exist ence aooroxim­
a tely 4oo investment companies. or tneae, - ios are 
actively engaged in the sale or oertiricates. 

1.72 

In addition, there are ~ r ace amount and periodic 
payment comyanies which are collecting yayments 
on outstanding contr acts, although they are no 
longer selli ng new contracts. Open end manage­
men t comyanies sold in the last riecal year 
aoyroximately $55,000,000 or certiricatee. Periodic 
payment plan investment comoanies sold contracts 
having a race amount ot $3,700,000 1n 1941. They 
received payments on all outetanding contracts in 
the amount of $4,Soo, ooo in 1941. The only race 
amount investment company which has reported to 
t he Secur ities and Exchange Commission to date, 
Investors Syndicate and its subsi diary, Investore 
Syndica te or America, sold contracts with a face 
amount of $70,SOO, OOO in 1941 and received pay­
ments on all outstanding contracts in t he amount 
or $3S,S52,000 in 1941 . 

These investment company organizations 
employ several t housand salesmen who conduct 
thor ough door-to-door campaigns. They f requently 
resort to extravagan t end questi onable methode. 
Their appeal is made generally to small investors 
o f the type that the Treasury ie anxious to have 
i nves t in savings bonds. ~bile the amount of aalea 
ac tually made by investment companies is now sub­
stantial, their sales may prove even a more serious 
obstacle to the Treasury at such time as greater 
confidence in the seouritiee market returns. At 
that time they will be in a better position to 
•out-sell" t he Treasury Department. It is i mportant 

( 

,. 
• 
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to keep in mind that these organizations will 
not only t ry to obtai n the new funds rece ived by 
oroapeotive investors, but will atte1apt to switch 
them rrom their readily convertible savings bonds 
into certi f icates in their o~anies . It should 
be noted that while lOS i~V6 ttment companies are 
now actively selling certificates, there are about 
400 i nvestment organizations in existence, most or 
which could awing into sales campaigns in a 
rela tively short time. In addition, many new com­
panies will undoubtedly be rormed as soon as the 
securities market improves appreciably . As an in­
dication of the number or such organiza tions which 
is likely to be f ormed, attention is called to the 
fact that 1300 investment companies or this type 
were organized within the last 15 years in this 
country . 

June 15, 19~2 

Edward T. McCormick 
Assistant Director 
Registration Division 

(, 
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KHJr: Hello. 

Oper ator: Mr . Rouse . 

HllJr: Hello . 

ilobert 
Rouee: Hello. 

W.I.Jr: l<orgen thau speaking. 

R: Sob Rouee . 

!1:-.Jr: llow ' s the thing going? 

R: I thlnlt 1 t' s going very well. 

!!l'.Jr: Uh - huh. 

June 11!., 19112 
ll :20 a.11 . 

R: Everybody seems to llke 1t ~nd, ouite content. 

H~:Jr: Uh - huh. 

R: Of course , the eubsor1ot1one won 't oo~e 1n so 
he a •;lly today ...• 

!r4Jr: Yeah. 

P. : • • • • they'll hol d them ott untll t o'Do rrow . ... 

ill'Jr: Yeah. 

R: .... but, I think ve ' ll lulve e good deal or 
interest in 1 t. 

Hl~Jr: I see. 

1.7 4 

R: One of the banks called in a tew minutes ago , end 
they're interested 1n ~etting - no t only getting 
eome themselves - they re interested 1n getting 
them t o their customers. 

!!l(Jr: Well , that 's good. 

R: 'rlhlch I encouraged very powerfullY. 

!U.Jr: 'tlell, I think giving the:O twO Cays will give them 
a chance to turn around. 

R: I think it >~ill •..• 
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'tee.b. 

•.•. and it may be tha t they'll get aome letter s 
out an~ ~o aooe calling , a nd get the cus tomer s 
to draw on the banka •.. . 

Yeah. 

.•.• rather then the banks get them all. 

Yeah. 
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One thing t hat I just ha~ a quea tion on - a coupl e 
or corpor a tions had calle~ ln to a dealer and 
referred to the language or the - or the circular 
being changed rrom lett time .... 

Yeah. 

••.. in respect t o the allotment •.•• 

Yeah. 

... . and raised the auestion aa to whether allot­
menta on subscripti ons over twenty-rive thousand 
would be allotted on an equal oer oent age basis. 

Yeah. 

That waa the wording in Aoril and that's been 
changed thle time. 

You ' d have t o ask Bell. !4y only information Yes 
that everybody that aubecribed to twenty-five 
thousand, woul d get it. 

Good. 

But vou ' d - don't t ake my word tor it - you 'll have 
to get aell. 

I'll clear along the line. 

Will you' 

Yeah. 

But that was my unders t and ing. 

Everybody seem a very happy. 
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HllJr: Good. 'l'hanlt you. 

R: Thank you. 
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Hello. 

l4r. Tiel< ton . 

Okay. 

Oo aheBd. 

Hello. 

Hello. 

Tick t on. 

Yes , air. 

Oo ahead. 

June 18, 19112 
2:29 p. m. 

Well, we've gone over Bbout ni neteen or ts enty 
thousand of the ol edgea that they received on 
the first day in order t o find out whet they 
contain . 

Jus t e minute. Hol d on the wire e minute. 

(Aside t o Mr. FitzGt ra l d) Tell Gamble to hurry 
i n here. 

'!ee , eir. 

Oo ahead. 

We went over about nineteen thousand Qledge• 
that they received the tir•t day. 

Yeah. 

There were very rew Fend G'e. There were only 
about thirty all t ogether. 

Yeah. 

Those F and o oledges wi ll be i n the bends ot the 
F and G Com~ittee sometime t oday, and the F and 
G Committee is going to follow through on them. 
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Would they have been lt I hadn't called up? 

'1/ell , yes. They claaeHy F and O's separately, 
and they end up i n a small little bundle •.. . • 

I see. 

. .... and the F and 0 Committee gets them. They're 
eo rew, that it doesn 't make very much work to 
turn them over to the F end 0 Committee. 

Yeah. 

l4r . Madden, i n aaying •puttlns them aslde" meant 
that they 're outting them 881de to c ive the~ to 
the F and G CoOilll t tee. 

Yeah. 

And there are very tew, and they ' re going to 
tollo•• through as they ordinorlly do on F and 
0 Bonds. Now, the oledges - none or the oledges 
have gotten in the hands of banks as yet . 

They have not? 

The first ones - those that were r -.ceived the 
firs t - some of the ones that were received the 
f irst day wtll be in the hands of the banks to­
morrow. 

I see. 

Ninety 0 er cent or the onea that designate banks 
will be in the hande of the banke by the end or 
next week, t hat is , he doeen't vent to swear 
it's going t o be a hundred per cent, but he 
says more than ninety oer cent or those that 
they receive will be claaeirled by the banks 
and distributed . •..• 

YMh . 

..•. . t o the banks by the end or next week. 

Yeah. 

Regraded Unclassified



T: 

!fli,Jr: 

~. 

h'Y.Jr: 

T: 

HHJr: 

T: 

HY.Jr: 

T: 

'!!!Jr: 

T: 

F!l-!Jr: 

T: 

Hl~Jr : 

T: 

HliJr: 

• 

:179 

- 3 -

And Mr. Madden saye that 1t he 6eta between two 
and three m1111on oledgee, ae he expecta to, more 
than a m1111on ~stal oarde w111 be mailed out 
by the banks before the enO or the month t o the 
oereone who have des1gna teO them saying , 0 \~e ' re 
gl ad to know that you designated ua aa your bank, 
and we ' ll do everything we can to helo you.• 
~ 

Yeah. 

Now, 1n that ni neteen thoueano ?leOgee that I 
went through, or took a l ook at, ano I'v~ got 
some ?eoyle working on 1t thi s a fternoon •.... 

Yeah. 

...•. Rbout th1rty-t1ve oer cent o r them are banks. 
That 1e, they designate banka aa thelr ?le.ee they 're 
goi ng to out the money ln. 

Yeah. 

About t wenty-t1ve per oent or thereabouts are 
poe t offices. About thlr~ ":ler oent are ":lay roll 
eavinge ol ens , that le, the canvas• has found 
these oeoole were already on or olen to be on 
a payr oll savings olen. 

I ell On' t bear thli t. 

About thir ty oer cent ot them are 'ayr oll savlnge 
olana. 

Yea. 

In o ther worde , 11' you canvassed a ~n vbo 1s 
now •~rking tor General Motor,, he saiO he was 
buying ten yer cent trom General Motors. 

Now, give me that percentage again. 

Thirty per oent payroll envinge plan. 

Yeah. 

Approximately thirty-t1ve per cent banks. 

Yeah. 
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Approximately twenty- r i ve per cent ~oat ottloea. 

Xee. 

And the balance are miscellaneoue, aa eo~etimee 
they aey a department store, or eome v~rloua 

brokera&e lnatltutiona. Now, the tollow-uo on 
the banie i a complete, that le, th~y will aend -
every one or the tellowa who designate• a bank, 
vill get a ooatal card betore the end ot the 
month. 

Xeah. 

On the peyroll savings •. ... 

I> ell, now, wa1 t a minute. 'ihat does the >ooe tol 
card say? 

The ooatal card saya that - walt a minute , I' ll 
reed it- I ' ve got one right here. 

•Dear Mr. Jonee: Tne United Statee Treasury 
Department has not1t1ed ua t~t you have ~ledged 
youreelt to buy •.•ar Bonde or Stsmoe on a con­
tinuing baele . Xour ple(!Je form has been ree!;1&tered 
with ue tor whatever attention aay be reouired. 
We are pleased to learn ot thla patriotic obli­
gation whlch you have asaumed, and it there 18 
any further 1ntor%,t1on we can t urnlsh, or any 
service we oan r ender you in tultlllnb your 
'Oledge , >~e know you wlll not hesitate to call 
Ul)on ua. Very truly youra, J.!anuracturera Trutt 

Company, Uptown Branch." 

Uh huh. 

And at the bottom i t ssya , 0 The groateet pledge ot 

all, we mutuallY pl edge to each other our lives, 
our t ortunea, and our eaored honor . • They make 
the same declaration on the front. Now, t hat card 
will ao out t o each oerson who designates a bank 
ae the 9laoe where he' s going to buy hie Savings 
Bonds. It will go ~ut before the end ot th1s 
month. Now, thirty days tro~ the time that that 
postal osrd goes out, a aecond letter goes ou t . 
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Yeah. 

rnat meane it will go out sometime towards the 
end of July. 

:teah. 

And that lett~r eaya, •Dear Mr. Jones •.. .. 

A little louder. 

181 

•we are again writing you in connection with your 

ol edge to buy United Statea War Bonde ~nd Stamos . 

Since we last ••rote you , you may have thought 
it ooaeible to .. .. . 

'tlha t 1 a tha t, Tick ton? There 1 e a noise outside. 
I can't heer. 

•we a re eg~in writing you in connection with your 

11ledge to buy United States ·~a r Bonds 8nd Stamos. 

Since we last wrote you , you may nave thought it 
poeelble to increase your ?ledge, or, oerha?l , 
some other method o f ?aymen t w:>uld beet meet your 

budget situation. May we r•peat, that if there 
is any way i n which we can be o f helo to you with 

information or advice, pl ease f eel tha t we are 
anx i ous to be or service without obligation. 
Very t ruly youra," and the n"'De or the banlt . And 

t hat goee out the end o f July. 

:lov, e t tho end or August , another letter goes 
out, and it eaya, "Dea r Mr. Jonea: In order to 
be sure t ha t we are all r endering the maximum 
suo11ort to our Gover nment in the 'lia r Bond pl edge 
cam?ai gn, we are seeking ways and means in which 

we mi ght either s implify or make mor e effective 
the pr ocedur e or purchase and oayment. We '#auld 

i ndeed be ole~eed to hear f r om you it you have 
any eugs•a t1ona 1n this ttatter. ·~ e vould sgaln 
like to ment i on that if there ia any waj l n which 
we oan be of helo to you i n connection with your 

own pledge, our off er or cooper at i on 1a hereby 
r enewed. Very t ruly youre , • and the name or the 

banlt. 

Thoee three cards are planned st thirty day i nter­

va l e t O rollOW UO these pledgeS. 
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'!eab. 

Now, 1 r the man buy a or doe en ' t buy, the bank 
"!lndlee 1t Just the eame way. 

I see. 

182 

That ' s the f oll ow-uo that ' s planned tor the .. .•. 

'.rlell, it ' @ a pleoee, and lt'e not a contract. 

It's a oledge t~llowed uo i n wri ting. 

Y~ah. It's a oure and o1mole ;\edge. 

Well, it's a little more oomolicatsd than a 
0ledg~ . But it' s not- it' s a )ledge . 

Yeah. Yeab, it' e not- I mean, it's no obliga tion 
on the ~an to buy. 

·~ell , it's only a moral obligation. It 1s no 
l eglll contract . 

Hl~Jr: No. 

T: 

Hlo!Jr: 

T: 

l!l~Jr: 

T: 

It you mean that the bank , on r eceiving one or 
these carde - one ot t hese oledge sllpe , trom 
me , tor examole, and I've got an account in the 
bank. 

Yeab. 

Tbey cannot charge a.:J account unlees I give the:D 
a f ur ther order. 

'iell , of couree, that 's 1that I thought they were 
go i n,; to do . I thought it waa goln;; to be a cheek 
on the man ' ! bank. 

'1/ell , the reason it lan't- that ls , the reason 
1t hasn't been arrang~d tha t way is tha t the 
seven mil l i on peoole - ot the eeven mlllion oeoole 
t hat a re l n Ne•• Yo r lt, a relatively small or ooortion, 
I mean, e very small, hav~ eheeklng accoun te. 

Yeah. 
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And it would be impossible to get a autr1clent 
number wi t h checking acoounta - ot the other 
people t o buy bonds it you aak them to make -
set up an account Juet to~ the purpose or 
measuring your order on. 
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'oell , Tlckton, will there be any way or knowing 
etter thirty days how many ot these have come 
through with their pledgee? 

It'll only - that is, each bank would have to 
make a tabula t1on on the t account. 

~ov about the post otticea? 

'low, untortu."la tely, a a I rind, no t ollow-uo 
@'J&tem on the >est offic es haa been co~oleted. 

There hae no t. 

It' e oosei bl e that one can be worked out and 
can be worked out wi thln thirty days , but so 
t a r no arrangement haa been made. 

I aee . 

On the nayroll savinge olan, 1t ia pr ooosed ths,t 
they be· sorted down by the nAme of the comosny. 

Yeah. 

The t ie, it I worked f or t.lte Trea~ury , my tile 
will !all i n the Treea~ry tile, and that the]'ll 
be sent through minute men t o the various com~niee . 

'ipAh. 

And checked t o eee that these ~PO?le e r e livin~ 
uo t<:> their pledges , eo to speak. 

Yeeh. 
The t - it would be sometime in the middle or J uly 
before those could be in the hands of the com~aniee 
concerned. Ther e will be no ?~rticuler - at least 
11t the moment - ther e i e no 1)8. rticulor 'Olsn to 
send anybody a letter unlesa the Tr easury goee 
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ahead end takee thie million or more that it will 
amoun t to, and ac t ually eende out letters. The 
tie-up 1a - the real - the thing is tied tight 
as t ar oe the banke ere concerned. That ie, the 
banks are going to follow up on it. 

Yeah , but that's only a third ot it. 

Thet ' a a third or it. 

'lie could do s omet hing on the l)Oet offloes. 

\ e c~uld do so~ethlng on the ooet offices it 
we go t the ~oet offices to agree to help us 
follow uo or it we did th~ ~otlow-uo ourselve!. 

·.ihy o~tn 1 t ••e do it t or the poe t offices? 

'iell , it's a matter o r meki n& arrangement s with 
the post office. I under ttand •.... 

I don't see why we can't. 

•..•. eome work hRe been done - some inve•tiga t1 1e 
·•ork has been done with the '!lOS t oftloe, and it 
didn ' t turn out t o be ver y aatiateotory. 

:~r. Secretar y , tne no at ott1oe h~te agreed to 
have t hei r records open to our l ocal com~lttees 
t or t he our oose o f determlni ns who has our chased 
bonds, if the l ocal com~itteea or some other 
agency can undertake the follow-uo. That is 
i n a ...•. 

~ho 1e tbls , Coyne? 

....• stage at the ?r esent t i me ror the reas?n 
thet we had t o acrutinite the nledgea before 
we O?U~d determine juet who t t he beet ao~r~ach 
t o the nost office ?ro poeltion would be. 

YeP h. 

Unf ortunately , t he 0oet offlc~B cannot do wbst 
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the banks are doing, that ie, roQe a custo~er 
into a partial payment plan. 

Yeah. 

1.85 

Now, on the banks, l!r. Seoretorv , wbat it amounts 
t o le that this aubseauent follow-up is an sg­
s resaive sales effort; and these benks have 
~stabliehed several different plan• t o implement 
tne thing. They have th~ auto~atic check deduction 
olan, and they have thie Victory Club ~lsn, and 
th•lr our ooee is to ro-p e th•ae cunomere into a 
det1n1t~ olen though lt be one or two dollere per 
··ee~ •• en<l i n t'wt - in that oart, o~ c~uree , the 
ooe t ?! fl ees csnnot oart101?a te on exactly that 
baele, becaus~ they hav• no w&y or an] Chri~t~s 
Club i deP in ~et or•i eee . 

. iell - :.~11 , I hav•n't thou&ht o.b»ut lt, but I 1rn 
•ure tnere ~uet be 80 Bne~~r beonue• & third of 
them are in - are with the ?Os t offices . 

o~ . l'm eure - I ' m sure there la an answer , and a 
c;,nstructlv~ answer , but until we have analyzed 
these coa t office deel6nat1one , I doub t if we ' d 
be able t o hlt upon the ? reol ae a9oroach to lt. 
I'm confloent tha t those one-thlrd or thirty oer 
cent of the ol edges will not go down the drain, 
but I ' m terribly Pncourag~d to know thet thirty­
five ?•r cent hav! deeigneted benks, because at 
leaet thlrty-tiv• oer cent are rlgh t under our teeth. 

'Aell, that's- we're evidently .,olng to throw a 
l o t or new ousineee t o the bsnke. 

Ab•o lu tely. 

I m-en they're going to 0 •t eus to=era they've 
never haa before. 

·•e11 , you 'll b! interested, :.r. Secretery, t o ltn?v 
thAt one bank alone here, The '!anurect•;r•r' ! Trust .. ··· 

Uh huh . 

..... after instltutln~ thls- thle Vtot? ry Club plan , 
Just t or two days, hae already o1oked up three hi 
hundred new accounts, before the rorce or this t ng 
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bat even gotten i n s t ride. 

R~w many new account s? 

Hor e t han three hundred , a nd t hey prognosticate 
th1s mo rning, t he t by the end or t he week t here 
will be a t leas t fl "te~n hundr ed ne\4 accounts. 

h tha t a l o t? 

Well , t or a s t ar t , befor e tho whole tor ce of the 
thl nb is fel t , tha t i s a l o t, and they eey that 
it will run t o tbouean6s i n their bank al one. 

Let me eek you t his. I dlcn ' t ou1te t~llow the 
oercentage. There was ao ~uch t or post offices , 
eo much tor ba~ze , so ~uoh t or ?&Y rDll - now, coer 
th•t add u~ t o a hundred , ' r doet .. . .. 

It wee about ten oer cent , :!r. Secretary, that 
soes to places 11l<e deoa r tment stores an" oroi;erage 
h~usee And mi scellaneous eelee ag~nciee . 

t see. 

A l ot of coruoret1ons , t o r examole , •.<ho nave Payroll 
Deduction Pl ans sleo s~ll bond• ov~r th~ counte~ . ... . 

'!eah . 

• . . . . so thB t it' you d?n ' t wor)< 1n the t c?r oora ti~n 
but do bu~lness w1 th i t, :•ou c8n buy you r bon:ls et 
thPt cor nor a tion. 

I E"l!! . 

And eome oeoole are 1ndic&tin0 tbat t~~y 're €olno to 
buy lt at one place. 

,"ell , Coyne, where . ... . 

Sir. 

h do•e t~1 s thin~ d1tf er r rom the , lsn thB t 
• • • . . w er e _ o 
we started i n Oregon? 

It di f fer s t o tb1S extent - thA L thi r ty- tlve ?er ' 
i b•nke \till r ecei ve thr ee 

cent tbe t a r e designAt ns v 

f ollo·~-u? l e t t er s . 

Yeah. I P that the only way it 41!tera? 
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At the - those that deaignate Payroll Savings 
Plane will be followed up maybe a ~onth tro~ 
now through their local oo~itteea •.. 

Yeah. 

. .. but the follow-up will be again, Just to 
call it to hie attention. 

Is that - the t the only difference? 

1.87 

Those are the differences- ien 1 t that right , Bob? 

We11 1 with this exce~tion , that in Oregon they 
di dn t anticipate any ealee follow-u~ at all. 
Nov, the sales rollow-u~ that is conte~~lated here 
1 a a mi nl.mWil sales follov-up , tnd I ' c very confiden t 
that many or these Savings and L~an Asaociat1ona 
will even be more aggressive, and will send a 
different t ype or letter, and very ~oesibly, a 
reor esentative t o follow theat ol edges up. The 
~oint is that we have tried t o lay down by agree­
men t with the banks, a minimum follow-up, and many 
or the banks by the exercise or ingenuity will -
will make it even more eggreaalve than that. 
Fuothermorto, it differs in this rea:oeot thet we 
di d intend that these pledges would be a esl es 
m8 il1ng list of one type or ot another. In Oregon, 
our thinking at that time we e Just that they were 
sort or swearing, or agre•ing, ond with no contem­
olated follow-up at ell, it d~oending on their 
conscience for thirty ?er cent or them, or forty 
per cent, or fifty per cent to follow through. 

~ell, now the memorandum when I ~eked f or a new 
~ethod or selling - ie it- I know Odegard ci c a 
~emorandum for me on tbia. Who else dld one? 

Ted clid one. 

(Aside) Ted did one. Well, did a - I'd like to 
t ake home and reed - with me the Gamble memorandum 
that was the final one , wl!lan ' t it? 'llhat? The 
Gamble one , I' d like t o read that- he gave ~e a 
memorandum on thi s whole oledge camoaign. I d 
l ike t o read that Just to refresh my memor y. Rello? 

Yee, yea Mr. Secretary. 

·.~ell, now, it's been useful hav i ng you u., there? 
You men reel it's been uaefult 
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Oh yea, very ~ueh. Yea, it' a entirely constructi ve. 
'ihet this really lll!lounte to Mr. SecretAry, 1s that 
will bring within the Payroll Savings i dea , that is 
the r e?ulerity ot it in that croee-eection which we 
oouldn t touch. Now, it that thirty-tive oer cent 
that ar e ~oving t o the bank& , are in the main, are 
oeople who otherwise couldn't be reached by payroll 
eavinga, why I think it 1 a a tremeodoue stride. John 
Madden is more enthusiastic by the hour . 

·~ell , how much l onger are you going to stay up 
there? 

I think I'd like to stay one ~ore day to get 
eo~e - t o continue the statietioe through eo that 
I can give you some ~ercentagee that Are a little 
better than thoee rough onee I gave you this 
mor ning - just nov. 

~ell , eupooeing - eo I could have eo~ethlng maybe 
by Monday? 

Oh, very definitely. I exoeot I'll be beck , say ­
ere you going to be in Sa turday morning? 

I hope not. 

I think I'll be back on Saturday morning. 

I' m a Seventh Day Adventist. 

(Laughs) Oh, well , I think that's good. 

Also a Holy Roller . 

Uh - hub. 

It' s e good club. 

(Laugh&) 

·Aell, I thlnlt I'll stay to~orro·~ t o g~t eo:ne 
talrly eatiefaetory etatiatica. They ve go t 
these nineteen thousand firs t day ··· 

Well, I' m still cold. 

'llhat 1 e that? 

I 1m etill colcl . 

• 
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~ell, I don't think i t will be, Mr. Secretary, 
ir you're in the middle or it. 

189 

\iell, how is Tiokton? 'llhat's Ticltton's tsmoere­
ture? He's a cold-blooded aort or eo-and-so. 

I ' m thinking - the thing I ' m thinking about , 
Mr . Seoretary , is the ri?ure or eighty-ni ne oer 
cent or sales that you had yesterday. I euopose 
it isn ' t any better today. 

I haven 't seen it. 

~ell , what they're doing here in Hew York will 
do a lot or - will help that oercentage. 

It vlll? 

It will be high in August. It won't be any good 
until then. 

How do you feel about it, T1cltton? 

'.iell, I was a 11 ttle cHaappointed on no t t1 nding 
that the oost office tollow-uo had been arranged. 

Yeeh. Well , we ' ve got •. . 

There w~re a surprising number that desi gnate post 
office, and ~ne of the reasons 1& that in a grea t 
ma ny instances, oeoole indicate that they ' re going 
to buy stamos or out uo a dollar a lleelt or eoa:e 
such thing, and the poe t office ie the medium 
through which they 09erate. Pro~ my ooi nt of view, 
the rpal rollow- uo is on the banks, but 1t'e etill 
a oledge camoaign with a kick in it, and the kick 
deoende on how adequately oeo~le resoond to theee 
letters , and I' m not sure that I myeelr would buy 
more bonds because I got tbre• letters rrom the 
bank, though I m.lght c:mtinue buying my share. 

Well , it's eighty-eigh t oer cent today. 

~1ghty-eight per cent. I thought it wae go1ng to 
ge t no be t ter . 

'•'bat? 

I thought it would get no better . 

It isn't the eame good idea like a ~ayroll savings 
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plan. I meen i n a payrol l eavinge plan, i t's 
really catch1ng ?eoole end ~ing it conveni ent 
ror them to buy . ~n1s ie doing t he eame thing, 
but on a much smaller scale end will reeult, I'm un­
heopy t o say , in relatively leee sal es. 

In doi ng whet? 

It will result in relatively leas sal es. 

Yeah. 

That i~, a l o t or oeoole will start buying bonds 
as a result o r th1a campaign, bu t it isn ' t going to 
or oduce the kind or money th3t will oe~it you to 
maXe your quota, in July end August . 

oe11
1 

i s it the right kind or money , tbougb? 
Tha t e the thing. 

••ell , i t'~ fairly emall change. 

Yeah. Well , don ' t throw any water on the people 
up there. I mean ...• 

Oh, no . They're 

Any cold water . 

Their Job, I think, what they viaualite thei r Job 
is to reach oeoole, an~ I'm confi dent they a re 
reaching oeople. 

Reachi ng what? 

Their Job is to r each the vaet oo?ulation in New 
York City. 

And they're doing thie. 

They're reaching them. 

Well , t hAt 's whet we wan t to do. The next thing, 
ae I say , i s t o get the money in the pocke te. 

Yeah. Well . . . • 

We ' ve got . .. 

They 're working on number one right now. 
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Wlul t 'a thatt 

That is, t o reach the people. Getting the money 
u eometh1ng el se afteM<arda. 

~ell, we ' ve got enough ex-post ottioe inspectors 
ar ound the Treasury that ought to be able to work 
ou t a wey for a tollow-u~ system. 

'llell , some arrangement will hJlvp to be . ... 

'I ell , tlul t doe en 1 t seem to me ao dittioul t . 

'lell, it has to be worltea out rs ther quickly it 
they • r~ goill6 to get the advantage ?t the oledge. 

Yeah. \~ell, I should think that could be done by 
outting our own ?eople i n there • 

. iell, that' s one way. 

'·/ell, I mean - I th inlt, Jutt out Tr easury ~eople 
in there, and we could use the same l e tter• tha t 
the bonke do. 

'Nell , tha t ' s- Mr. Madden would love to see that 
ha~pen . 

Well, I don 't $ee why not. I mean, if I was 
running it, I'd e imoly out our own oeo~le ln there, 
snd use similar tollow-uo letters ana do it right 
away. 

't:ell, thpre I 8 hunC,rede O f thOUtand! or the& a CardS 
and follow-uos that have a lready been orlnt•d. 
~ere's no o roblem - r mean get~ing the2 avai lable. 
Ana the p roblem 1e or gani zing ana getting the ?OSt 
o rr1cea to agree, and getting the jobe ... 

',fuat I would do temporarily i e to telte some or our 
regular New Yorlt empl oye-.s untll we could get some 
o thers , and Juet throw th~m lnto this Job. That's 
whet I ' d do. And ~here nre ~nnugh volunteers. 
Oall on the Women ' s Volunteer or ganltatione and 
the Boy Scouts or some of thee~ oeople Just to 
write these ?Oetal cards. Anybody could write 
them out . I t woul~ just be cooying. It ' s the 
easiest kind of work . You don1 t have to ty~e them. 
They can Just cooy them in longh~nd. 

Aoparently one of Mr. Madden's , roblema up there i s 
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tha t everybody ' s calling tor volunteer s at the 
=~ment. Between the USO and Mayor LaGuardia and 
t he Clv111an Detenee and two or three other or gani­
zations, he 's having hi& troubles keeping his own 
?eO!)le intact. 

·.~ell , Gamble 's here sit ting with me , and this 
isn ' t so hard. Lots mo r e- I don ' t visual ize 
thi e ns somet hi ng hard. 

All right, boys. I'll be eeeing you Monday. 

Okay . 

Okay. 

'!'hank you • 
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H:FLATIO!I 

Present : 
llr . Bell 
Mr . Kulm 
llr . Haas 
L:r . Odegard 
Dr . Likert 
l.lr . Stewart 
1Jr . \','arren 
L:r , J.:urphy 
J.:r , Da;;git 
L!r . L!acLeod 
Llr. Chapman 

.. 

June 18, 1942 
3:00 p .m. 

DR. LIKERT : Here is an outline. 
t o the Secretary. ) 

(Paper handed 

H.J!. JR: Look, Dr. Likert, don ' t ask me to read 
this thing now, Villa t is it you rran t to do, briefly? 

Dlt. LIKERT : Briefly this, that we thought that 
Buffalo nould be a satisfacto.ry defense area, an area 
11ith a fair ~Count of defense contracts - a sizable 
portion of defense contracts without being one of the 
ultra-boom torms . Therefore, it would be somewhat 
ahead of the country as a whole . 

\'Ia thought we would like t o make a study in 
Buffalo with thi s intent, to get - we Ytould make a 
pilot study first of two hundred interviews to see 
what kind of i nformation we can get, the best war of 
getting that information, both from a cross sect1on. 
of the community and also from retailerai bankers, 
and various union labor leaders and peop e of that 
kind, who ought to be somewhat better informed than 
the rank and file of people. 

./ 
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I.e would like to know two mQ.jor things, how much 
people are getting and how they are spendin~ it. We 
thought we would try to get it in this fashion ge t 
theia• income and how much they are saving by a' certain 
group of inter-related questions on the saving, and the 
difference between i ncome and savin& we hope will be a 
satisfactory indication of spending power . 

Then what we want to do is to find out wba t people 
are doi ng with their income, their attitudes towards 
saving, bow much savings they are actually engaged in, 
and 11bat form of savings, dlether it is eoing into 
personal loans, if it is going to the banks, whether 
checking account or savings account, or what ; also, what 
are people's plans and expectations in regard to spend­
ing. We r1ant to find out if they are planning to sllend 
less and save more , or planning to spend a certain • 
l)roportion , or spend more and save less, and v1bat seem to 
be tho factors a1'1'ecting that . 

1'/e would like also to get pretty extensive data 
from retail outlets, along the line that Dr . Ruml sug­
cested the other day, from chain stores and large 
merchandising outlets . Yle would like also to check 
tho pay-roll data - I mean, the person 's income data 
against pay- roll information i n the particular plants, 
to find out who is getting more and how much more . 

Now, the tillle interval we would use in measuring 
the increase in income, six oonths or a year or a soae­
r.hat shorter period of time, would have to depend upon 
the results of the exploratory work aa to what Yle could 
;;e t that would be accurate and dependable. 

(l.!r . Odegard entered the conference . ) 

H. lf.. JR: Well, let me just put it this ~tay •. After 
all , I am not GOing t o attempt to go over this thin~, 
which most likely represents weeks of work, but I ~1d 
have lunch with Welter SteVIart, and all I can ~ay 1s. 
that you have got a real co:npliment when he sa1d he 1s 
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sufficiently interested in it so that he is going up 
to Buffalo himself with you for a day or so. 

DR. LIKERT : Thank you. 

!.lR. ODEGAlill : Walter is? 

H.I.!. JR: Yes . 

l~. OllEGAJID: That is wonderful. 

H.::. JR: And I may go, too. 

l!R. STE\IART : That is better still . 

lUl. JR: So I t hink that :rou have got enough 
techni cians around here, you see, to decide 1.bether 
this is good or bad without my attempting to pass on 
each question . I mean, that would be stupid . 

1.95 

Just to take a side -step for a minute, the thing 
that 1lr . Stewart suggested - I don ' t want to forget 
it - 171lS that when we get going a little bit further H 
:rou could do for us what you did for the insurance 
companies - fo r instance, if we find in a certain State 
or a cortain county that some organization is doing 
particularl:r nell in their sale of :iar Bonds, if you 
noul d Give them analytical treatment ae to why, and I 
suppose also possibly wh7 sone others are dovm at the 
bottoo of the ladder. That is just something to put in 
the back of your head . I don ' t wan t to crowd 7ou too 
much . 

DR. LIKERT: We have something on that . I T;as 
going to talk to tw. Kuhn after the meeting about it . 

lffi. KUHN: You mean the fur ther development of 
your study that you began in Baltimore? 

DR. LIKERT : And the four regions . 
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H.l!. JR: I will get l!r. Thompson in. We might 
just u well do that first . 

Do you want t o t ake a glance at . this , Peter? 
~ J.m. ODEGARD : Yes1 I haven't seen it . (Paper 

handed to l!r . Odegard . ) 

(kr . Thompson entered the conference . ) 

ll. I.!. JR: Honnan, this is Dr. Likert , who norks 
in the Department of Agriculture economics section . 

:196 

DR. LIKE~: Bureau of Agricultural Economics. 

II . I: . JR: As I get it, they have run ou t of money, 
so ~l ey are on loan to the MacLeish organization . Nor., 
ne are asking him to do a job for us to find out what 
money people receive, and hor1 they spend it, and it 
has been cone into very, very exho.ustively by J,;r . Haas 
nnd by l:r . Stewnrt and some of his people, you see . 
They toll me i t is all right, l':hicb is good enough fo r 
mo . It is going to cos t twenty thousand dolla rs .· Is 
that right ? 

DR. LIKE RT: The initial work will probably run 
that . 

!:R . HAAS : That is the beginning. 

H.Lr. JR: Give me the '1orst; give me the outside 
fir,ure . 

DR. LIKERT : As you extend that to other ~om­
muni ties and endeavor to build a Nation-wide p~cture 
it mi ght run an:f'o<here f r om ten ~o f ifteen t~mes tha t 
much, depending on hor. much reg~ono.l or nat~onal 
coverage you want. 

H.1l.JR: But in .the first instance? 

DR. LI KERT: Twenty. 

,. .. 
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MR. BELL: Was the twenty thouGand for Buffalo? 

MR. STEWART: The first coverage. 

H.M. JR: But I am convinced this is wba t I want 
to do , to find out rapidly, and I can't get it from any 
otoer department . 

Let me read UacLeish ' s letter, dated June 10: 

"Thank you for your note 01 the 5th. As I told 
;ou on the t elephone, I shall be very glad to have our 
3ureau of Intel ligence help the Treasur{ in some of 
its proble:ts. 'o'le lll8.Y need reimbursamen for soce of 
the work but these budgetary probl ems 11e can deal with 
a little later vlhen we pa ss the preliminary planning 
staee and know exactly rtba t is involved." 

J.:r . Thompson, besides being my Adminis tra ti ve 
Assis t ant , is chairlll8.D oi' the TreasUl"/ budget . Ri~;ht? 

(.. ... ...:( 
ll.!.:. JH: Budget Officer for the Treasury, yes , sir. 

'~r "The other day our Bureau of Intelligence submitted 
to your representative end t o others on the Inter depart ­
::~ental Committee of Information Offices, dealing with 
t he anti - inflation proble:t, a plan for con tinuou~ study 
01 economic problems i nsof ar as they aff~ct publlc .. 
o1•i ni on . L!r. Haas, of your Department , lS a~so f~llar 
1.1 th thi s plan . It would help the genera~ Sltua tlon to 
have this related intinately to sucli spec1al r:ork as 
l'Ou may require. 

"Aa I explained on t he telephone , if ; ou will ask 
:~ our peopl e to comunicate eithel' t~ough me or M:· 't 
Kane, who is in charge of our Intelll t;enco operatlons, • 
\',ill c;roatly facilitate our prosram." 

I s 1lr . Kane here? 

!.lR. KUHN : No . 
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H.I.! . JR: "As the nork touches more than the Di.visim 
of the Intelligence Bureau of which Dr. Likert is in 
charge, I o.m afraid it will not be practicable for us 
to r1ork it out so tho. t our channel of communi cation is 
through Dr . Likert . 

"I am not familiar with all of i he technical prob­
lems involved, which I leave entirely io l!r . Kane and the 
experts. Hor1ever, I o.m sure tho. t it 1.ill not really be 
possible or necessary to make available to the Treasur.y • 
tM full tice of Dr . Likert and his staff . \,e need then .. 
to ~1ork on a nucber of related problems, especially the 
r:ork for the anti- inflation committee . " 

The work for the anti-inflation committee? 

J:t. KlJHrl : The t is the In ter•departmental Colll!li ttee, 
l•hi ch I can tell you briefly about . 

H.J:. . JR: "However , I am sure that it will be a€:ree­
o. ble to you to leave these technical and ~rocedure 
qucstiono to I.Ir . Kane. and his ass'ociates ln t he Bureau 
of Intelligence . " 

This is the thou&ht , alv.ays subject to Or . Likert, 
t1ho bas to work under pleasant surroundin;;o and under 
pleasant circucstances if he is {,"Oing to :ive us t.ui s . 
This is a nl!\7 method of doi::lj; the t~ng, and I llll. ve'I"J ./ 
ouch int erested in it . CJ thought is this, any wny be 
so damned complicated and work throu&h five co~ttees 
l':hoso names are unpronounceable - why not simply go to 
tho Secretary of Agr iculture, who is this man 's boss , 
and say, "Look, J.:r , Secretary, v1c need som~ help from 
one o.t: the people i n the Department of.Agrlcult~re . 
!lov1, ,.,e have the money, and 17e 11ould uke to ma.:e an 
arrangement VIi. th you 1'.r . Wicka!'dr to sub-.Lease, or 
lend-lease (Lau~,;hter) Dr . Likert . ' 

!.!R. BEU. : Land- lease 1"1ould be better, no rei.ll­
bursoment there . 
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H. t! . JR: I mean, why go through five committees 
a man by the name of lJr . Kane - r1ell, anyvr&f. ' 

J.m. THOMPSON: I don't see why tha t wouldn't be 
the simple way to do , either put them on our pay roll 
here or arrange to reimrurse them. All we need to dn 
is Vll'i te t he Secretary '?f Agriculture a letter. 

H .~. JR : You would have to see his administrative 
officer . 

J!lt. THOL!PSOII : I don't see any complications . 

kR. BELL: You would have to see Jump. 

DR. LIKERT : He is a very reasonable person to 
aeal l"li th . 

H. U. JR: They knov1 Jum~. l'.ould you like us to 
do it this way? I mean, this is entirely up to you. 

Dlt. LIKERT: I think it makes a clearer, more 
st ro.i;;htforward uorking relationship . I think it may 
cause me some difficulty with Llr. Kane and J;r. JJs.cLeish, 
~;hich I don't particularly relish. 

J.:R. KUIDl : They don't want to lose you iull time, 
altogether. 

D:l. LIKERT: Pardon? 

!.:R. KUHll : They want to keep you for part-time 
jobs there, don 't they? 

DR. LIKERT : I think so . The thine right no•r. is 
this , that we are operating on a total budget of flVe 
hundred thousand dollars , the bulk of which has been 
pai d this year by OFF. This next year we will have 
seventy-five or a hundred thousand from Agriculture, 
to work on Agricultural problems. Now, I have got . 
some work tba t I have to do for OFF, and I would like 
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to have the relationship at ~ast reasonably satis­
factory, unless you people are going to keep me so 
busy that we--

H. L!. JR: Let me ask, to make i.t easy !or you, 
r:ould you be willing '.:o let 1!r. Jump handle this - I 
mellll , lot him take the initiative and work it out . 

DR. LIKffiT: That is all right . I think in con­
junction l'li. th you - that is, alter all it llr. l!orgen­
thau v.ants to talk mth llr. \licknrd, that is betr.een 
:rou tr.o . I am not involved. 

H . .: . JR: Supposing you don •t know anything about 
it 1111d ~r. Jump decides that so much o! your time 
should bo loaned to the Treasury and paid for by the 
'i'rcnsury, and he so informs Oi•'F, or what is left of 
OFF? 

DR. LIKERT: That is perfectly all rieht because 
nc will be working for tgrlcul ture in the same way 
this next fiscal year. 

H. L!. JR: You are still in Aericulture? I mean, 
don ' t you appear on Agriculture pay roll s? 

DR. LIKERT: We are entirely in Aericulture, but 
nhat I meant is the money we have been using the latter 
part of this year hes come from OFF . 

H •• ~. JR: Dan, you take this over. I would like 
to leave it with you t11o men (Bell 81\d Thompson) , so 
you nsk the questions . 

I.!R. BELL: You are on Agriculture pa] roll, as I 
understand it , and you heve been ~:;ettinc an allotment 
from OFF? 

DR. LIKERT: To do certain work for them. 
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JJR. BELL: .And so Jump is really handling the 
allotmont, so we could make an allotment, if that is 
poeaible, or make a transfer under 601 of the Economy 
Act, asking Agriculture to de work for the Treasury, 
and that is your money just the same as you get from 
Concress . 

L!R. THOJJPSON: VIe can do it whichev~r way JUllp 
T;ants i t. 

L:R. BELL: I don 't know 1lha t appropriation you 
woul d use . Is this a f/ar Savings Bond proposition? · 

TI .J.:. JR: Yes . 

l!R. THWPSOO : \'le can tie it into tbl t . 

MR. BELL: If we can tie it in with \',ar Savings 
Bonds financing we can charge i t to "Expenses of Loans. " 

H.M. JR: You can do something else . You can 
charge it to the regular Treasury funds . 

I:R. BELL : That all comes out of "Expenses of Loans. " 

H .I~ . JR: This is not just • .ar Savin~;s ; this :'Oes 
t o the (;Uts of the nhole thing. I de.~' t len on whether 
Dr . Likert asked the question but Dr. Stewart answered 
it - he said, "What is the pr oblea? The problera is 
hon ia Treasury going t o barron fifty- three billion 
dollars ." This is the guts of the thing, tho thing 
that you (Bell) have been working on for me fo r two 
years . This is a new method of approach, a method 
of in terview, and so forth and so on . After being 
with it f or a month and it being recolllllended to me by 
Professor Odegard a s the best method t o get me what I 
wanted, and Stewar t has been in on i t and Haas has-
been in on it, I am convinced that I would l ike to 
i nvest tvlenty t housand dollars in i t. 
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UR. BELL: We ought to put in our letter, t hen 
that it is a means of getting infol'lllAtion to enable' 
¥OU to make more intelligent decisions in your financ­
Lng program. 

II. L! . JR; The general financing, i s that right , 
.!alter? 

L:R. STE"1'IART: . That is it . 

H.r . JR: Doesn' t it go to the guts of the nhole 
financing? 

L:R. S TE\':ART: Yes . 

l:R. BEU.. : I agree it is a cood project . lie can 
just tie it in so as to put it under the appropriation . 

H. J.l. JR: I" mean I haven ' t bothered you with i t up 
to this point . You know they went up to Prin ceton for 
two days . 

!.:R . BELL : I know the. t . 

H.!; . J R: Yrha t ever general financing is paid for 
under--

l:R. 'lliOIJPSCii : '!'hat is "Expenses of Loans . " 

H.C. JR: You got tr.enty thousand? 

I.:R. THOJJPSOr; : Surely . \1e can do this . 

ll .ll. JR: Jus t a clean- cut thing. Is it all right 
r1i th you then i f - would it be Thompson? 

l.'JL BELL: Thompson probably v;orking i n ccnnecti on 
with Bartelt, to work out an allotment . 

ll .!.l. J R: Can I l eave it wi th the two of them to 
work it out with Jump? 
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DR. LIKERT: I will bear from Jump and Vlickard 
and we will go ahead . 
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H. Ll . JR: No reason why it shouldn ' t be done in a 
day ot• so? 

!.:.~ . ThO!.J'SO:l: ilo . 

H .~. Jd: It doesn ' t have to go through the Budget? 

t:n. THOI.!PSCll : tlo, just a straight transaction 
tnrough Jump . 

li .!LJR: That is my end of the job today. All 
right , sir, thank you. 

1'/ai t a minute - Peter, do you want to ask some 
questions, or is this too fresh? I mean, you haven't 
had a chance--

~. ODEGARD : I assume all the questions that I 
r;ould heve asked have been asked. 

li,L: , J:l: Couldn't you take this hoce with you? 
(Indicatin£ paper) 

\','hen are you going to start this thing in axifalo? 

DR. LDE RT : We can start on it relatively shortl;r. 
In other words, if this meets with your approval ne wi ll 
start the preliminary enumeration tomorrow and start 
interviewing within five days to a week. I nould very 
m11ch like to have a chance to get your (Odegard) t hinking 
on it and thrash it over 17i t h you, if 1·1 e could. 

J.lR. ODEGARD : I would like to. 

Regraded Unclassified



- 12 -

H.!.!. JR: Couldn ' t you take a look at it? 

!.!R. ODEGARD: I will t alk with Dr . Likert . 

H.M. JR: You are sitting with me now at three-
thirty, aren ' t you? 

t:R. ODEGAH.D : Yes . 

H.M. JR: Dan, do you vmnt to take a look at it 
and see if there is anything tba t you Ylan t to add? 
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UR. BELL: Yes, I will take a look at it . I don't 
think I Tlill have anything . It is entirely in their 
line . It looks all right at a quick &lance . 

HX. JR: I don ' t want to attempt - so many cood 
people on it . 

MR. KUHN : The other work is still coing on, 
Ur . Secretary, the wor k that Dr. Likert lS doing on 
the Bonds, on t he narrower subject of why people buy 
or don ' t buy bonus? 

DR. LIKERT: i'lell, \'ie have some additional rrork 
goin& on, follovli:Jg up r.ba t we did originally. './e 
haven ' t done qui te as nuch there as we r.ould like to 
do. I would like very much to do r.hat you just sug­
uestod, this taking a SfOt r.here the job is particular}f 
1.ell da:te and contrast 1 t , because I am sure you r.i ll 
cet sooe vecy valuable information that ~ on the r.hole 
administration of the sales operation . 

H .1:. JR: I am just afraid the ee days to push too 
much on anybody, but if that can be done it is of 
enormous importance. \'le have got some places that are 
doing extremely well, others just dragg1ng the heels . 

DR. LIKERT: I t hink l'le can get some case material 
that will be invaluable to you in planning your super ­
vision and planning your ideas . Thot i s the second. step . 
I have some suggestions ! 1~uld like to talk over n1th 
you (Odegard) . 
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fi .J.l. JR: Odegard would be interested in that 
because · he is in \',ar Bonds part oi' the time. 
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One of the thi ngs wey I t hink you oruld sell this 
to Jump, and I f orgot a bout it, is, unless they are 
already doing it, Ylhen \7e eo into the City of IJUffalo 
on the consumer end of food - I moan, I am sure Mr . 
·:.iokard would be interested in maybe a few questions on 
t he spending for food on the consumer end for Aericulture . 

DR. LIKERT : J.:r . Wickard and !.lr. Tolley v;ould both 
be vef"J cuch interested in that , I am sure. 

H.i:. JR: And there is no reason - why not have a 
18:7 questions on what you spend for food? · 

DR. LIKERT : That fits in well in terms of the 
whole price problem. Food is the thing thal people are 
uos t worried about , in terms of price trends . 

H.J!.. JR : Couldn 't there be, in order to make it 
a little more tasteful to Mr . l'lickard - oouldn ' t there 
be a fort questions added on there on food so tha t he 
would fool he woul d want to t hrow his r1eight this way, 
and it is important . 

DR. LIKERT: Surely . 

ll.il. JR: I am very much interested. 

J.:R . BELL: r;ot in the l ettor - just in here 
{indicating paper) . 

DR. LIKERT : We don ' t have the specif~c ~estions 
here . This is just in terms of genet'al obJectlves . 

Jl .1l.JR: I mean, considering that you peol'le are 
Agricultural people, and so fo rth, and everything else, 
and particularly nhen you get into foods , with tlie 
oicht uncontrolled comcoditios, you see - I oean, I 
just feel that if l!r • .• 1ckard 8(l t something concrete 
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out of it for himself he would naturally be a little 
more sympathetic to it; and that does get into the 
\7holo questi on of inflation1 and particularly on the 
eight uncontrolled commoditles . I menn, I am not 
trying io window dress the thing, but I think it 
\':ould be - but I can't work this way through all of 
these fancy names. 

DR. LIKE RT : I an sure that it would be easier 
for us to work di rectly . 

H.L: . JR: All ·right , tie will take· the whole burden . 

!low, rthile you have got me for another minute or 
two, \'th&. t do you v1e.nt to interview me on? 

DR: LIKERT.: I ~ve rma~ I want here . It is just 
a questJ.on now of dolng the JOb . The second thing on 
tho .. nr Snvings Bonds, if you would like to tackle the. t 
I would like vecy much to get started on that , on t he 
~econd thing you were talking about . It may take us 
junt a little l'lhile to ~;ot r eoriented, who is doing 
n [;OOd job and why . 

H.J.!. JR: Doe s tha t i nclude who is do in~; a bad job 
ani why? 

DR. LIKERT: I don ' t care whether it is medioc!'e -
o.nybody from mediocre on dom. 

II .L:. JR: I would be crazy to have that. 17e need 
it desperately, too . Peter, rou don 't have the. 
advantage that I di d, in gethng Dr. Likert' s hfe 
history . One of the things he did he did for the 
insurance company association - maybe you know a~ut 
this . lie s tuaied their methods as to why some did a 
E;O Od job and some didn't . Isn't that right? 

DR. LIKERT: Yes . 
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H.!J. JR: Out of that came the thought that he 
could study for us why some of these people - af±er 
all , what we e.re doing is related to selling industrial 
insurance - I think it wouJ,d be wonderful. -UR. STEWART : It turned out the insurance siles 
abtays picked up illlllledie.tely following Dr. Likert ' s 
visit . (Laughter) 

DR. LIJ\ERT : That is e. bit extret~e . 

l! .t:.JR: .loll , after all, • .. e know Alaska and 
He.r.e.ii are leadin& the country, but we don't want to 
r.ai t until Dome body bombs us in order to ~;et our sales . 
· .• e know in England every time a tolm is bombed their 
sales pick up. Now, what can we give them as a sul>­
stitute? 

lffi. BELL: Dr. Likert . (Laughter) 

11.1.:. JR: Beautiful, Dan . 

lJR. BELL : I am i n favor of putting him right on 
\'.'ar Savines Bonds if he is going to get those results. 

H.Y. JR: Dan is good - give them Dr . Likert , that 
ia a bomb for you. 

O.K. 
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Euto !f!!!oUono tor tile 6tU!lJ 
Tbt two4alltntol. qu,..tl.on to vbtcb the t tud,y would bo cl.troctod to 
tb.i l l .. ; 

1. Ill tbt &1•., oo.....,ity , llov aro pooplo clhpo otns of t llt lr 

1Aoo•••' 
a . lor •arlo-a. 1o.eoa6-levol e, -.bat proportion of 1ACOC.O 

h 'beh>c •ncl, al>4 l A llbtt tono ot •n~t 

b, Vl>at propArtlOA h btl JIC opent <tor flOOolo and oenice ot 

o. Wllat forcoo ar t a u racu ac peoplo to O&T1116 or SJ>Oild1J1Cl 

Tho otw!J ollouJ.cl tlloreforo bo 4ootpocl to 7lolcl que.ntttaUvo bfo..,a­
U on on tlloo&u, oaTiac, and (oltllor 4troct17 , or 1114l r actly) 
opon41nc. tor dtfterent tACO& .. l ovol o. Jaat l r iOAOco ~ t atdly 
dlopco!Uon of income 11 the woH of tntor oot, tcclu41D,$ cn<>-poroon 
ft~~Utu. 

'lllo otud,y aisllt fUrther clotemlno t ha anowero to ouc;, quo otiona ao 
the tollovliiC (broil:• clc1011 acoor4tns to t ncoce-lnelo) l 

A.. lfhat cbtll&'ll haYO tai<IA plAOO ill I IIYiiiC tn4 opon41~ vtthlll 
a reo011t period of ttaot What lllt.t w.>cod tllo&o cbOilgnl 

I . What chtllseo tn open4111C alld ot.Tllll aro lll<ol)' to tAlco 
plaoe v1 tlllll tilt u:rt ao11t11ot 

0 . Ia. ,.,., cl.troctlolll wou ld opondla.s bo lll<cl7 to ::oovo t t 
1t vtrt to iller•••' llh7 would t hen 41r ectt ono bo l U:ol 7t 

D. llhat fora• ..,Ulcl. •Tiac be l ll<ol7 to toke tf oa•l~>~ wero 
to tlloreaooT lib¥ would tile public nloc t tlle co for..ot 

.1, :rro • -.bat F Oell aa.4 oorrtou woul d optAcllnG bo l U:ol7 to 
'be v1 thdraWil tf 1t voro cur tatloclf 

r. llov 0011 oa't111C 'bt ta.oroau4t Wllat fora• ot aavln& can be 
•oot taaotbl7 .. oouraco4T 

6ourcoo tor thlo tnforaattoll woul4 bo tbroofolci.J 

,. -
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All t\a\ U Ucal tatoraaU oa alr-.d¥ &1'&11&'blt Oil hoo~~t1 , 
N 'fiqt, u4 paroMiiac 1a tu oo..u.tv. 

2. Dlr.ot uurvlnt \ o o'b\alD oorr .. po.ndizte data fro• a 
~ of tbt poptalaUoa, 4 .. 1pt4 Mtqq.hlf t o c:o.,.., 

all boo• QO•pe. 

,. latP'YlWt wU~ COQ"\ .. \ O'btUTUI l.a. \b 00~1\ft 
retaihl't , U•..,.Uttre, \r~Dk.ert. labor 1-.Aort , co.._., 
orpalaaUou, pl.&&\ •• .,.... t \ o. 

b a441 Uoa, tor tM pvpo .. of pt"e41cti.Dc Heaoaio ~Tioz u.cw 
h:r\bu taO. aUooal"7 ooaUoll u4 lor for .. Ml.O.C tdtat lAion:a~caal 
u4 e4Jil.oatiooal pe.llcltl eq \too .. 4tt1r &bl.t, the l~:t ti'Thwl~o4 
tbov.ld altO ttek \o IAI VU tD 4U. 1U0~ &I tbe fOlloy\Q&I 

A. o.a.t ar• peoplet • expeola\to.u • • to cb&n£ .. ta t tt.t.4lf4 or 
llTlAC at the var proot~4tf Wbat do thtt t ~·otat1oot 
tepu.d upoa. t 

.1. Wbert a lo.,.nA t ttll>l.ard of lh1.ac h up.ott4, Wa\ (Oo4t 

u4 e.me .. • '114 people 
(1) IJPeOt \ 0 ci•t ~t 
(2) • • • o!Ulll&l.J &ho up! 
()) leu \ wtlllll&l7 pYO -.pi 

c. v:b&\ do people btl.ll"'t wUl •••• tb• to cl•• VrP O-tl1:ail 

tp041 aD4 ·~···· (l) " lU tJ:M1 t lQl.-1 Nco. UDAftl labl.e or raUne4t 
(2) Will U M \ht ,.utoUo \Al.cc to dot 
(J) Will \bert DO\ )I UO. IIOAtJ for t.h«a 1 bt U\llf 

ot t&aot, foro.£ •••lac-, •'o. T 

J), llhat -pw'POII &ou tM h41'114uJ. UDO.erttu4 1Jl IVob 
t aorltloeT Bow oaul4 h1t uatert \aD41A& a Ad cooptt a t loa 
bo &14>41 

11. III)CIQJU 

leh oUo• ot a l•pl• eo..,'i:· A •thtactof7 .--pl• ooKNAl \¥ 
lt.at AOl 71\ M• tlltc\14. or ltu-la tllbldL ,p••n 1U tbOlct 
a l't -.1Dlrt ~t lt abotld. 'be a ott7 1a wb:ieh 4etll' .. l odtu\rf 
bat Woutta.t 1AO'tt at14 p.a.rcbat.l~~& power to a notable dt~tt•: ~a& 
U aboul4 aot b.t too ca:phltlt 1D'folu 4 "14 Ul othu u.rbt.D OOrli-UUUU 
Uaat l t lb.olWl oot ba•t k4 aa • ')'J)ioal bJ. 1toey pnoHJ.ac t M 4tf•tt· 
hulut\q per1041 tb.at U eboul.4 bt a e-olltlble: t Nt &Dd • t ntl aU.cal 
M t t rtal o• lh ~ollt, re\&11 'ola.t llltll , a.a4 other tooAoalo ""eou 
eo~ 'be a-.all a blt . 
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fbi, eN4t tboul4 be plaued. 10 \bat U caD ( 1f 4u.Sr oll) be t.q)Udd 
t.o coiiJ)&H \b.lt oouwdtr wl.th o\bert Wlcb b&4 'bt4'.U .ttbtr w.­
atlto\14 or a4nnel)' &fftotad by tbt rtu ot war t tl41Yh111. 

t1WMttlloa. ll'fore aD1 t tu4)' of tlbl OOM\Ult\7. the a.ru would be 
tDUt r&\.0. ZD\Uitr&\Otl 110ul4 WilO "J a total aupl.l.l\s popul.at Soa 
ot troa 2000 w llooo pel'IDDI •• • r-tntvolr troa -.hich NJtPl•• tor 
th• et~ wotl4 'be mut. .Ac-. au. occ-u;.uoa, l.acoat-11"0\:IP• u4 
t•U.7 ooa.t hU.a.Uoa -..oul4 'be r t coNt4 tor •c:b ptt'tt:ID toVDtrat-'. 

5•pl1M . !'hi aa.,U t10uU be ooat.roUM b.rt.ac \U pro&ftu of u. 
1 ca.4:r c.o proYl4t aft1cha\ CUlt la ..ca. laco .. go~ ( cq ~. 
'51)0-1000, $1~2000. 1 \o. ) 1\ h poul \1• \bat a e.u::p!e ttl \b 
•tW frtt\:IIRC111 l.a \bt &llottt4 1aOOM CJ"'"P• ~ ~. -.pnlor 
tor ...ar pwpo••• (bhnal br'-.t~w•. etc.) to • acpl• l'epr ... 
ua\aUn ot laoo•• frtq\l.lllc1e• 1a \M oouu1t7 , tlooe ftn4tu&t 
ca.a bl appUe4 lat.tr to ltDow f'rl qutAolu 1D tb.t po:pvlat toa. 

Pr!lta&nm l tu4.r. loUovlfl& taUMr&Uoa. h o or Ull'ct v .. k• abou14 
bl 4•Y0\04 t o p.rell.alti.&J'7 wolk: h. Ult l ltld , to <»n•1•t 1D t rl&l. 
U.h.rwt.ewa u4 lD &athtl"iq; lator.aUoa f.ru \be local ~blor .. r l 

C..IIII.Uoat4 a'bo• .). A .trial U'\ el'?h,..•G:at4\\\t lbo~ bt worbd ou.t 
ta Lbt thl4 u tbl b .. t .. \bo4t ol o'OI.a1D.1Jic 1Dfot-NUoa tr~• 
h.\t"hvtle ..,.,, 4thndat4. a.oom fro• \be t rial ~""tn• llhwU. 
H tlD&U7 WovcJst 1IL tor ual.Jt h \o dt\tntu t b1:lr etttehc.cr 
l:etore tbt ftaal Ut.-n1.en art \epa. ._l"b..&p't 3)0 trlal U.tu-

dne &o.U 'be to..._l.. 

.f.cta.!l stug . !M fbal 1ateni~1&1 tbovlll " -* o u::plt ot at 
hae\ 1000 la41rt4Ual e , 4.,tA4.1.QC oa \bt tbthUetll ~·W4ov.:lt 
requhd . !be ••UI.o4 ct inhnlwiq tholll4 i ii.Clt&clt bot.h ( a) tt. 
J'foor4Lac tor t t a U t Ucal. &A117.t1 of u •wtu to q,Mttlon• co~ 
otralec uoo .. , aa'llD.&. a.a4 u ;pencU t 'llt'U, aDd cov.rcu m~ tlrocU oDt 
of \h"'• u4 ('b) tbe .,re •op.tQ .. t0414' \JP• of quntUo~11l& an4 
I'IIPQDU \o ci'lt tht q,uallt.a\hl 'O&Ck&1'0u.A4 10 wb1.!b. ttiOU fi&UU 
art to be u4er ttoo4 an4 to renal vba\ \b t aattrl&l ill Uto 
ahth\lcal. , •• uou ••au to UL• l r;41?14U.tl u be eJacv~•· 

l!:uppl•••'tn !&tterial. tt. tl•l.4 etelt tbool4 aho \e alert to 
suell oo ..... u.7 -.t.nal u •peal• to ~ al'J4 ••Ti.q u4 e:;ueral 
.,.,\uc ll•p"u iOlll •• to ebo.rt.act• Ol' pl.N\7• ta of'4tr that J*U•n• 
of b~Aa.-tn 1&tloaeo4. li:J tM parUnl&r 'bii.Ctc.rou4 of ~· c--.u, 
aq M hhrpreh4. 

Co•t of Strf. At the prt .. ot rau ot optraUoA. U.s ont ot \tot 

Wholt t \l.l4y fro• tll.UMI"a\loQ 1-hl'o~ tlul a.a.al711• a.Q4 rwpo'rt) 
tho\ll4 \e t.to\LD4 JS) pt1" 1a.hl"f1tW tO I' 0. ~e ot 3)0 1r.tenhno 
aa4 a.ro\Uid. fl7 per Utenitw tor • uaph •• h.rc• • ' l.OOO. 
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i'.u hi ngton 
June 10, 1942 

Dear l.enry: 

Thank you for your note of the 5th, Aa I told you on the 
1elephone, 1 shall t l' very glod t o have our Dureau of Intelligence 
hel p the Treasury i n eome of i ts problema. ie mar need re­
lllhr3ement for some of the work but thne budgetary problema 
~e can deal wi th e l i ttle later when we pasa the preli~inary 
plannln& stage and kn·w exactly what i s involved, 

The othe r day our Bureau of Intell igence sub:uitted to your 
reprue· l at ' ve and to others on the 1:\terdepl\rt:;ent al Co::c.i ttee 
of informat ion Offices, deal i ng with the anti- inflation problem, 
a :>lan for continuous at•Jdy of econo111i c probleaa lnsofu u 
they affect public opinion. Mr. l~aa , of your Depart~nt, l a 
also fa-nili ar wltb thta plan. I t .-o. l d help the general 
si tvatt"n t o have this .·elated i ntimat ely to auch special 
work aa you :r.ay rel}llre. 

"s I explained on the telephone , if you will ask 7our 
people to communicate either through me or Wr. Kane, who i s in 
charce of our Intelligence operat i one, i t will ~reatly 
facll l t ate our procram. .li.a ~e work touchn more than the 
D!vlalon of the intelligence Dureau of wh i ch Dr . Likert 
; s l n char!)e, I am afraid 1 t will not be practicable for 
us to ~ork i t ou t ao t hat our channel of communi cation ia 
thro •.:h t r. Likert . 

I am not f~il iar with all of the technical probleaa 
:nvolved , which [ leave ent i rely t o Jr. Kane and the experta . 
I.OIItver, l &Ill aure that i t will not re.ally be pou t ble or 
necessary to Qake avai lable to the Treaaury the full tioe 
of Dr , Likert and his staff . ae need t heQ t o ~~rk on a 
nuaber of related proble~, especi al ly the work for the anti­
•nnatlon cOlll.'!littee . j llowever, l am aure that it wi ll be 
agreeable to you t o leave then technical ftnd procedure 
nuestions t o 1\r. Kane and his usociatoa tn t he Bureau of 
~ntelltgence . 

':'he honorable 
Henry Morbenthau, Jr. 
Secret ary, Treaaury Department 
.. asl.\ ' 6ton, D. C, 

CO?T 

faithfully yours , 

Archibald :.lacLei ah 
The Director 

I 

• . . 
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June 18, 191.2. 

-
1.tr, Ylhi to t ried to reach 1.tr , George Schaefer, President 

of R. K,O. , at his office by t elephone today (June 18). !Jr . 
Scllae!er was not in and his office did not know whether he 
wo\114 return to the office today. llr, llllite tbere!ore got 
in touch with llr. Richard Patterson, Ch&irNn or tho Boord 
ot Directors of R. K. O. 

~!r. 'ilhite told Jlr, Patterson that he had not yet 
reeehod a letter from Jlr, Schaefer infonoin& the Tre&Sury 
that 1/r, Haye, who represents the 1/.ot.ion Picture lnduotz7, 
wo\114 have no objection to the 'b'eaoury' o presenting the 
R, X, O. caae to the Briti sh 'b'eaoury for consideration as a 
special case . llr. ',fhite bad explained to l.:r, Schae.fer that 
~.r. Hays had already s tated that the industry wo\114 favor 
nosiatance to R. K, O. because of the financial situation in 
which R, K, O. !ound i tself - irrespective of whet her the 
industry ns a whole was successful in having it& balance• 
uni'rozen. Jlr, White had told l.lr. Schaefer that we wcul.d 
like to have a letter to that effect from llr, Rays or from 
R.x.o., and Mr. Schaefer said he would get the letter and 
send it to us . llr. Patterson said be would get right on 
the mtter and see that we got tho l etter very soon. 

11• D . .. !liTE 
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I'.X?IJ.riJ.TlON Ot' PI\OPOSEO Almlll.!ENTS 

~ec . l - federal Open Ya.-ket Committee 

The Federal. 0l'Cil Uarket CO<rtr.\tteo consist• of t he se•1en 
~:~crnb~rs of tho Bor.rd of Govemor3 or. tho Fedor&l. Jloscrve Syst ao ~md 
f\vo re~rc•ont~ti'ICS of t he h elve Fods r&J. Rosorvo BMko, and the 
;>I'C)OBOd MOI\dmont would r egroup tho Fodor4l Reserv~ llrulks fo r the 
pu:·poso of ol~ctl.ng their five rcpro•entntivo~ on •he CCIImlittee . 
The pr!.ncl.pol ch>nge llhich would bo offcct<od by tho prc:pooe~ re­
~1~upin4 iJ ~0 prov1db that a r~~r~s~totivo or the fodernl F.eserve 
51:.".1< o! New Yor'< l:e a member c f tho Cor.mittoo a~ 41.1 til<es. The 
N>groupi:'.;; noul~ also provice fn:· one rcpres~ntati\'~ to be ;;el..,t..:! 
by trw Poeton, P!Ulndelphi<> , tnd Rici'I!IQI\d Roocrve ll.'!11Y.s; one by the 
Clotcland r.nd Chio"6') ileser'1e Banks; one by the Atlant•, D4ll<>~, 
rr.o ~t. Louis RC$~r''C Bar.l:s; ond cno by tll6 111Meopolis , Kon=s City, 
·:r.d San Frt..,ci:sc:o Reserve Bs;ik.s. 

Under tl':.e present statute c reproacnt.at.lve 1s elccte\! b"J 
t.h~ bo:st.oa nnd Umv York Retserve sc.nke . As thia has worked cl;t in 
prooUco, tho Fedor4l P.eseMIO i!Onk or lloltO:I hn3 not IILd its ~,. •• 1-
d~o.:'\t. o1• othor rc,>roaontut.ivc se:-ve A.'S o ruem~r ot the Cor.r:dtt.cf! but 
only ne 1111 a.lternnte t o t,t., :'resident of tho Now 1ork 8a:tk, who hll'! 
sct\'4/d continuously . 'l'his situo.tion hns boun W'l.Snt.isfttctorl, end 
the directora or thE: Sos't.on end Nu'N ):ork kcsurvo Br.nke h4'/ft\ lli,.'TOCd 
tht\t r.:modilll legisl&tion is ncccssllr';. A• indic~ted be~o·.v, it is 
ucsiroblo in the publlc interest t nn• a ropl'«O«ttativo or the Fed­
ora. !lo•orvo ~ of New York IX> on tho Comittou ~t 41.1 t imes. At 
tho SM\0 time, th.> Feder~ R~serv~ !lc.nk of lloeton should have the op­
port.un! ty fo:- lt s President to sorve from t lme to tlme G.G • m...t>er 
or t.hc Co;:.mit.tect J.S d.o the Presidmt.s of the other Rcser:e 9W3. 

Tho Fedor•~ Reserve &nk or :le" York occupie• H unique 
posit ion with retpect t o the Feder31 Res~rv~ S7atoo, the TreoswrJ 
t.~d tn~ t>MJ<ir.a oyatm or t.h<: country . ru ro•ourc .. t otal 3!>­
prcxiJDrt.oly L() per cent. of the 1!&5re£1\te ot tho twelve Pe<ler~ !k­
ecrve Batv.e . i t. is located nt tho !DOney lll4rkot. Qlld at. t.he prmci~ 
IZ'~Ot. t or !:iovt:mmcnt. securities; itc o~r3t1on.s :.s fiscl"..l nga\t ot 
t ho Unit. eo St.atcb c:nd its tr~nsoctions with rorcl&n govcrru:tents, for­
c1bf\ Cfmt.r\U books ~d bM...k.ers . o.s woll aa i t.s op ... rot lons in forei~ 
t XChMgo, nre in rnr greater voll.I:IIJ thon ~!"1:>10 or 41\)' other Federru. 
Roo•rvo llMk . It is cloo.rly in tho public intONi t thot the Federal 
Open Un1·kot COO>Il!.tt.oe be givon nt ~.U tl.mos tho lx:nofit or col.\,;oel 
of the Reserve bonk pos$ossed or t hio sort of oxporionec <>Od L'l 

current t uueh with aueh affoir s . 

It n:.ny be suggested t hat t he ndvicc of tho Fedcr31 Reservo 
Bank ~f N.-w Yorl< would 00 · voilcblc <"VCII if it woro not r eprcsent od 
c~ th<· r·o~vrlll Opea a.!""kct "co=!.t.tce . Acr...lttudly, r<Jilllriless of the 

( 

• . -
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euoo.olt.ion of t~c ~~t.tec, the Trcas\~ in dtoe-Mrg!.ng it3 r~­
s;>on.;1 tllity !"cspectmg tne Goverr.ro.cnt. seeur1t.113 ::wrket would still 
•,rlt.h t~ con!or ><lth the Fe<teral rucrvc ilrulk o r tle-K 1ork, Thus "" a 
rraetioal JMtter the !l<r.~ York Bank r:ould be tnevitabl;( dra1m into 
diocHasiono rftgaroi ng Govm•mont fillllncing a• woll os open mark~t 
oror ntl<>ne . !lut 6dvice obt sine.j unotrtclall,v 1~ • <lifforont ""tter 
from full-flo<!ged pllrticipation in tho Cornm1ttcc •a v.ork . Sound policy 
d\Ct tltos that parti~ipation q,. t he !lew York llw'll< bo throUfi~ its 
rvpro5lnt4tivo on the Federal Op~n llarkot CormHtc<: rath~r tl:an on 
a voluntary or· unofficial basis. 

Altho"'!h it. is clear from the hoariJ18s and dobatos that 
Ccngrcsc lntcr.ded ~he Reser 1e Bar&s to be r~prosentcd on th~ Fc6c~al 
Ooen :.S•rket Com:d.ttee by thoir Presidents, tl:is nae not ~ci!ied in 
•.he Act , and uf!"ort-s havs been oade to etect. of"ticcrs of c'X:::!:~!'"Cial 
1JU1l<s. Hence i t is proposod to spaei!'y in the l•w that tc.e R••~r•e 
3anks r:w•~ t>o Npresente<l by their Pr..sidonto ~•· Ptrst Vlee Pre!i­
dcnts c.n:! t~.At ~he d~tall• of ~~eir uloetio:> ""'¥ be gcven:ed ~:!;· regu­
lo~ions prc•crioed ty the C<Xl:l'ldttea . 

s.,c . 2 - Bea~rvo Reo¢.roqcnys 

S~ction 2 of the ~ll ~~uld &T.end 3ecticn 19 of thd Foderal 
hcsorve Act sn as to .0\:thoriz.e rhu flCtl"d or :.iOV"'f':lOt'G or ~he Pedl!ral 
Reserve Sy.nt.clt. t.o c.h.1ng:~ the r Gservtt r uquircmonts or mambe:r banks i n 
ecnt.ral r c5crvu citice, ':'ti.t hin thl'l lJJAi t,nt1ona of the present. low, 
~.1i.hou1 nl!cer:sarily ma.king .l cl\ll~b-e ih ~.ha l'CJt.:rvv r~quirct'lents of 
r':clflbor bru\ka in reccrve cities . 

Under the pr.,s<nt law tho lhn:-d of Oo"ornors of the t'e<!orol 
F.o:t"rJo Syst.m, upon t.ha llf'fin:lllti\'t vot.o or not. lO$S thnn fe-ur of l: 5 
I!I"Otor !" , 1n order to pre\"cnt ir j urious crt'<'!.lt. t•xp.r.r.31on or contrai.tion, 
C.."\)' ch~n,(e the requirements ~~ to:> ti . ., auinteruncc of r.as\.!r>~es :.ga1nst 
depcdt.3 tu rr.enber Mnks in re&tr"J"C" ar.C: C:(;.otra! rf"SC:r'Vt: cit.ie.:: or to" 
·~ orul.ks located else~re. it .jet-s not IV.':/4 3U!.CY'Iri~,;" tc ct'"nge 
t.h r ... :se:-ve requi!"e:..mt:J or ~r b-.rJ<s in co.-:t.r 1 re'erv..- cities 
I'Ci.thout u.t. U:e .s..ae t.~ ~t!ngir.s t.hoae or r_.tnber banks in !'CS(:rofe 

clt.1•s . No C'~ange ir. re.serv-J req-:llrca'6nt.a Clft,l. tAt t::~:Jde i..f t.h~ re:n:lt 
i tt \.0 decrc:s. to t.!:e rdquiren:t:nte of ~ trv::b.:•· tNUt below t.M a::oW1l 
t poclfi•d in the •~•tute or to ~ncren•e the~ to oorc t h•n twice thn~ 
o.mcunt . At pn:aent rlls,:,rvc r m1ui re:r.wntfl or e:.&.l r.~.vm .... •r be.nk3 r~rc at 
t.n ' mrxl.r.~um to whlch they cgn ~; roistd U:lder tho l1.t;. 

nocsusu ol' the l'l!Cent. incr.:.n.:os in thJ ~ount.~ of Fa-d·~r~l 
t. '\x~s , it. is probable that. thorc will 1>.• n hc"VY with1rrw•\..1 v" ~epo3it.! 
from bank: !I t.hr c,ughout th~ .:ounl r:.~ in o:-dur t-o rr""'ot. t~'<..X ~inbilit~-:s et 
or arouncl tth.; "u:.rterJ....v dl.tPs on 'tiM.c:h fl)dttr:U t.a;. O.'Qo'!¥-nl: 'l.-e .. , ue. 
In c Mer to me:;t t.h~Je \'d.t.r.:lra.·;als orny l) .... .nke ..,.1!1 fir.ri it. nec-!ss:-.7 

• . -
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t.o ""'" upo~ t~oir bo.l.a,oes with their correspondent benlr.s, L"l<l these 
in ,,_.,upon their bo.l.n:>ces dth bnnks in central rosor vo cities, pu­
ticulul,y :hn,. York Ci ty . Tho CXC06S 1'88t:rvua or IDGmbor bankl!l loce.ted 
in !low York Ci<.y navo boon ranging b-oa> ¥(.)0,000,000 to ~l, 212 , 0.JC,OOO 
<!nco .'anUIU') l , 1942, and t his 8lllount llla.Y not b.> ew'ticiont t o m,at 
~r.o witMraw•l of cieposits f'ro1n t hese banks <~llich n>a,y bo oY.pacted •t 
ta;c poymout poriode o It thia oituntion should arieo, tho bo.nks in tior: 
Ye•ok City 1111.\Y rind it noceesary to sell Uni~d St<.t.us obll.,tntiono in 
cool"idcr r.blu O.J>ounts , Such notion might hnvo o dopruuing oft'cct upon 
t '1o GovoM"-=1\lnt r.~curi"..y r.mrket nt o. tim.:) wht~n t.hie \toul.d bo euntr::x-o~ 

to tho pu\llic intorost o 

0 

I n C :"<lC, .. t~ &.void such a cor.tinsenc-,1 it me;; bo dCisi.rable to 
n Juc.> rto~servu r e4u1Mm-.mts of ~bur bl..nke 1n cout.rtal rosc.rtu citi es . 
It. r:~· :\Dt. bo at'virabl.& at the sa:w +,iJ::e, hovoYCl", to r~".lCo the re-­
~-.nt.~ o1· awmb.Jr banks in :-os!rv.:t citi..~a :u'd, a'!cordlngl.Y, 1n orcier 
to Jol"SVido thO liOC,SSW"V fl.>xiblllty to n<hlt tho oitwo.t.\Col, it is felt. 
th>t tho Do.>rd of .;oo,ernors shoulu be e-.roc! to Ch""6e the re:er:e 
r e-tui!"emonta or m~l"'bur bo.nks in cent.n:..l r-oe"rv"' c1tiua ttlthout a~ tae 
sniJitl 'in:o Ci"I.Q.n61na the: rcscrv!l I 'it'lu.i!"OI!IOnts o,. o• ... hc:':' mor.cbor bo.nk~. 

Soc:: . J - tjQk1ng Lq.;,..n& o.qd Pc.yioo Divi<londs Jfbi lo H"Q" tvuo Ar~ Psficiunt 

Soct1vn ) of th~ Bill would nmond sootlon l\1 of t ho Fodcrnl 
Rcsur v.> 1\ct q,. ropvoling the provioion which p1·ohibHs •JGmbcr bollkS of 
t! 1~ F•do.·ol Rooorvo Syst em fro>:~ m:>J<ing ntl' lonlle or 1"'\YlnJ dividends 
nhilc 1,hu1r l'OGl.rvCJo (l.l'd a.eficient , r~ t.:tining in t.htJ l:ltt, ho.,over, the 
(..otl~o•T or lho Bot.t·d of Co\'Or:lOTS of t ho FC'dllro.l 1\.o~fJOl"Vt. Rystulll to pr,­
SCl'i bct pon.llt.i os fur tl~ficion.cies in rosorv·oa . 

O.>e of tho difficulties lear.ing to tho <nootm..nt o f t~• Fud­
, .. ru .:Cevrvv Act was the faet that bc.nk r eaor"NS "'uru wtavailable in 
t illcs o f e t.rcae and o:to of the r-:for:l!J ineorpora!.od t .n th' f.xlora.l 
P.~S(..TV\. Act. t..:ll a provision pvrllli~t.1..-ag .-·" svrv"-'1 t.o lr.: ~hocked Q6cinst 
c.'YI vtt.'Yl:·ot:h for tl\5 J7U'pose of acetin.; existina li•ob1l1<iea, subject 
<a re~·ti~ne nnd penc.ltias to be pr'"cribcd tq tho Ro .. rve Bo:>.-d o 

Tho addition of n proviso ;u-ohibitl.ng th• r.:nkin;; of " ' " loons 
C."\<1 t h<. pc,:rao~t of cUviJ:.mdG w~il\J' rcaurvYs c.:"O Jo!ici.Jnt is not con­
s isWnt with this puryoso ot this ;u-ov.loiono Co t h• br.DiJ of this pro­
vlao , =• rccont Q\)C1s1on of the Unitdd Sw.tos Dia, rlct. Court. for tho 
Soath.r~ Diotrict of 1/url York held " bc.nk dir•ctol" voracnnlly U ubl e 
for loaeeB uusw lued on lo:ms m:lde ~ the lxlnk w!11lo its rusot'Ves 1wr e 
d• riolon•o H~houch this is in conf .Uot 1'\th on e a.rllur d~cieion of 3 
Ctr<:"JH. C<1urt of Appac.ls in onotho.~r circuit , it oro:tWU n H t:Lr of por­
•'n"l ll~tility 11hich "'~ pr ovont bnnl<s f r ,;m nvo1ling tho.,so~vos of the 
pt\vi!~~u ~f utili~ing th~ir r~sorv~s in tinos of n~~d . 
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If the proviso were r epealed , the Reserte Board wol:l.d 
•till rotain the vower to prescribe pen3lt1eo for rteficiencics in 
tt•oor \'U and this wol:l.d be a sufficient detorront :or willf\u neg­
lc\!t. o: reserve requirements . The Uonrd' u pres\:nt re£;Ul4t.lons pre­
"cri~ • penalty in the fonn of an intert>st ohuse 3.'1\0Wltinp, to 2 
per cent more th<:n the Federal Reserve Bank <.liscount rate, sc t hat 
1L 1.~ choaper for n member bank to borro.v from tho Rosorvo !lank in 
crd11' ~o r.111int.aln H• reser1es than 1t 1• to become deficient in 
ito rcocrrca and pay the penalt;t. 

OWln& to the fa~t that large tsx collections and the 
!lov.~I.Gn cr lar.,..., MlO\lllh of Government necuritl.o• ~uring tho 
~ r.:!s'--nt. Uft'-rec:nc;r 'JJ4y cause wid"' tluetuat.iCI'\S 1n avilll.ablo reserves, 
nucioll;; in t.hu ooney centers, it is partlr.ul4rly icportrutt dur-

:ng the cmer ;ccncy period to avoid tm;1 ~tr'-'\Scncy in tho oon"y uar­
-.t r .oultinc! ft'Cle the rieid and unnoous""ry proh.\bition upon 
:n.lking loans while reserves ere de!'iei\O.Ilt. 

216 
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TREASURY DEPARTMENT 

INTE" OI'FICE COMMUNICATION 

DATI .hiDI 18• lMl 

,Utaohed ~ ~ oo'Ptf• o! 1M e:!i~ri&l whiob ,.....,.~ ...,. 1.D 

ibe Detroit. Pre• Preu coftriD& tile ooloNd War lood ralJ.T. 

----~----.. ~--~----------------------------------
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P~tU!m of 'Four F2f8Jlr• 4 TKB intoNatial War Bond rally at 0\yn. 
pia SUllday, apoMO<ed by tho Colored 

Citlz ' Commlttta of Michipn. waa a ID&C· 
nlfk.e-.l' contribution to Detroit's war e.ffon. 
Tbt hue• aud.ienu.. compoHd of citiun5 of 
the numtr<NI' nci.a.l atnins and natioulitits 
that mab wr CiliJ a creat mtttopoliJ, was 
li•inc prool of the balk nature of the theme 
discuutd by Suprt-mt Court Justice Frank 
Murphy-tM power and resllie:n« of. a 
dtmoc:racy that hal outlawed tUial oppru· 
alon,lntoltranct and pniudict. 

" l wloll HIU.., Ooe.-_ -~ a.od 
ToJo wut all htre." 11614 Mr. lutlce Mur• 
phy, ••to Me how eompletdr wron1 they 
we.rtl to turn that they canoot cilsunUe 
u with propa&uda and that our bnd11 
wiU produce the weapon• that wUI bring 
tho Ado lo llo laovllolllo cl<strodloa. ••• 
We uplre \0 a worl4 Ia whkb mea .W be 
Jad.red aot oa tbt bulJ of cOlor or reJiJio• 
or w-ealth. bat oa tM .,.,.. ot u.etr late'• 
rlly ud 1-ol ...-.• 
Mr. Juatiu Joluq>byapoko in tho d .. etop­

in.c tradition of Prnideat Rooaevtlt't -Four 
Ftetdoma" addraa of lut yeu, tbc principlu 
ol whkb later appoarod in tho Atlantl< Char· 
tor. Since tbon, othtr )Qdcro ~bout the 
Unltt-cl Nations han added tubsta.nc·• to the 

cent}dec.la.ration.. 
A c othen, Cburclilll and Crippa have 

apoke for the British Commonwe:altb, Otn. 
Dt Gaulle for tbe Free French, Gcneraliuirno 
Chianr Kal .. Shek for Chinl. Litvlnov.Jor Rua· 
tla. ln th.it Country, bnides lllr. Rooaevth 
t~nd Murphy, Secretary Hull, Vice President 
Wallace. lh the latter'& recent addrus to the 
Free World Aa.~ociation, and Under Secrt:tary 
o( State Wellet have addtd their interpret•· 
tiona to the over-aU puc.e a.imt of the A1Hct. 

• • • 
TH&RE la cood ruson wby tltHC j.iulara. 

dona and otben have be-m &enual n.ther 
t.bl.n apteifk.. No matter how 'ift~d with 
inal,ht and vision cnn our creatnt Juden 
m.ay bt, no man knowa e:octly the 1hapt: of 
thlnp to c:ome. The ..U-c-:nvelopinr. do«ni· 
natinc Wue, bdott wbich efti'Y gtbu U 
minor by comparilon, il absolute victory. 

II tho Aala tr\Ua>pba. all our plan• and 
hopes and upitations will be as meanin1tus 
aa were Napoleon'• at the Conpesa of 
Vltnna. We muat win before we can be U· 

aurtd of a voice i.n the: shapinc of tomorrow' I 

world. 
Yet the pattern o( a:enerat a.ima bas ht 

place and va]ue. Far more than in the Jut 
war, f.' people of Oumtny know what Is 
bel boucht and spoken by leaders or 
enem nations. So do the population• of the 
conquered nationt . Each speech hu its effect, 
and the effect wiU (tOW cruttr u more and 
more diaaste.r la visited upon the AJI:it. 

ln tht lut war, Wilton's Fourt«::n Polntt 
wtte a powerful palitkaJ ,...po!l whkh h•s-

l
tentd the end for Gum&-DY· Jt is too eady 
for tb• deviainc of a timibt Otdaration for 
thia war, and much too utly for u JC.l blue 
prl.nta of the United Nations' peace aims. but 
each Aad defeat brin&• lhe propitious mo­
rac:nt ciOM1'o 
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TO 

'ROM 

TH! SECRIJTARI 

TED R. OAIIBU: 

T REASURY DEPARTMENT 

INTER OFFIC E COMMUN ICATION 

2J 9 
I 

OATO June 18, 1942 

You wi ll be interaated t o know that w have en a colored War Bond 

rally t or Pit Laburgb on Jurw 28. 

• 

' I 

• . -
-
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TREASURY DEPARTMENT 

INTKR OI"'''Ca COMMUNCA'TlON 

DATS .!\lila 180 lJ&I• 

TO Tllll SIOIIIU ilY 

Pour ostra priato, akiaC a tetal ~t t1'" ot thAI 

nowaroo1 obota of tho war •foe•• ha'" jllot uri 'N<I ill 

:o:J ottioo. I - tllrllill& th• n or to '*'• lllba tor cliot rl• 

butiQ to tho p...,por poopbo 

• 

v 
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1-. 18, 1M2 

Dear Pnua 

It ...U M •.t tle1pflal to nr 1far lellll effort, 
.- I n1u1 to u.o •!7. u u.o .... '",. nl•~ • 
ooat;J ... t7 •M.lUo• with lte .. 1101111 nkerlrtlou 
could Mar a .-11 ptq. •••''II that ooat)' or 1 tJ ae 
lh •epouor•. 

For ·~1o, ttae Dlatrlot of Col•llla hat oho1111 
tb. •llulldt.c of a 4oetPGJoP aa tho olljeotl•• of lte 
lue War Jeli irlYo. !llo latan1t ..a aotbltJ af tho 
people ... u llo 1tt.alaW YOJ7 -.11 11 ov a4Yart11111C 
ud pallllalb oo.U 11J that I .-11 plq• OP lftl I 
t .. etaaollM or ,.latod word• would M jlaaod oa 111 

actual daltPGJ••· Suoh a p1atUI elcht 1111 •spoaoorod 
aa4 eado poodlllo \r tM 1ru lollll J!Nhooo• of tho 
people of tho Dlatrlot of Col•llla. • !llo - prooa4 ... 
allbt M ton sl for oU.Or tno• of anl •ttdpMat 
ohollll " otllor oltlol •• ooaa\1••· 

Would tho la'f •11'0' to do tble, llaltlac the it ... 
to oa. por oount7 or ol tJ par eoatb? 

)(aohlaef7 for haa411D& all pba111 of the pPOMtloa 
oou14 M worb4 out to molYI a alai of eftort ud 
pepar wort. 

Sla.enq, 

Tho BoDONlllo, 

Tbo SoontuT of t ho 111'7 • 
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TO Secretary hau 

r / '''"' 

SubJtct : Number days it takes to receive a war savings 
bond ~ sued by a Federal Reserve Bank or by a 
corporation i ssuing agent. 

On each or the last five Fridays the Federal Reserve 
Banks have made a sample study to determine t he number 
of days it takes a person to receive a war savings bond 
(1) i ssued by t he Federal Reserve Bank, or (2) issued by 
~ corporation which has qualified as an issuing agent . 
The ~esulta or the first part or this survey on each or 
the five Fridays are shown i n Table 1, attached to this 
me~orandum. The results or the second part of the survey 
on Friday, June 12, 1942, are shown in Table 2, attached, 
The major items noted are the following: 

l . 

2 . 

A person buyi ng a war savings bond by sending 
a check to the Federal Reserve Bank through 
t he mails normally waite at least a week be­
fore he r eceives hie bond. Two or theee days 
are consumed by the movement or the mails, 
three more of these days are required by the 
Federal Reserve Bank t o collect the check, 
and one or these ~ys 1e a Sunday on which no 
business is transacted. 

At peak periods - - particularly those when a 
large volume or applicati ons are on hand fo~ 
companies whose employees are purchasing unuer 
the payroll savings pl an -- it takes a person 
10 to 25 days to obtain his bond, The Federal 
Reserve Bank of Kansas C1 ty , it appea.re troc 
Table 1 , has been tar behind in ita de~1veries 
during the pest 3 weeks , but we were aavised 
in t he letter transmitting the information 
thi s week that the peak period has passed and 
that deliveries are expected to be made within 
a week trom now on. 

1/ 

, . • 
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Eigh t of the 12 Federal Reserve Bonks took 
a ~nger peri od to deliver eavinga bonds last 
Fr iday than they took a month ago. Thi a is 
accounted for pr i mari ly by the raot that the 
i ~~Pase in the volume of savings bonds sold 
has-enlargPd the number of piece& the Federal 
Reserve Banks must issue each month, Some or 
the relief in issuing bonds tbet corporation 
issuing agents were supposed to provide bee 
not meteriali~ed, we are adv1aed, because many 
corporations have postponed issuing operati ons 
until they obtain the mechanical eou1pment 
needed for the large-scale inecr1b1ng or bonds. 

~. A few corporation issuing agents are taking 
20 to 30 days to deliver bonds purchased by 
employees participating i n the payroll savings 
plan (TsblP 2). Most corporations ere able to 
deliver bonds purchased by such employees 
within 10 days or so ~rter payment has been 
compl e ted, however, end 8 f~w COrporationS 
ar• able to deliver the bondo t he very same 
dey the payments ere compl~ted. 

Attachoents 

• -
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Table l 

Approximate number or days 1t takes a person 
to r eceive a war savings bond issued by a 

Federal Reeerve Bank 11 

Federal Reserve 
BMlt 

Philadel phia ... • 

Sill\ Francisco ••• 

New York •••.•.•• 

KMeae City ••.•• 

Cleveland ••.•••. 

Hinneapolie ••..• 

Atlanta • .• ....•. 

St . Louie ....... 

15 

10 

10 

8 

8 

g 

7 

6 

5 

4 

4 

4 

7 6 10 

8 8 9 

7 8 g 

9 8 10 

3 5 9 

7 10 10 

6 9 9 

6 17 25 

5 5 6 

4 4 g 

4 g 6 

5 5 5 

224 

9 

14 

13 

10 

5 
12 

10 

14 

5 
4 

6 

5 

~rrlce or the Secretary or the Treasury, June 16, 1942 

Division ot Research and Statistics. 

2 days tor period 1n the mails, 

, .. .. 
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Table 2 

Longut period of U• U talte1 an e-s>loyu of a .. lloild croup of oorpordionl to reoei'JI h11 

war la'+'inp bond purohal ed under the p&71"0ll la'+'lngl plan aD4 ileued by hil el!ployer 

(On the balil of the 1urve7 -.de by thl Faderai Re1erve Bankl on June 12, 19~2) 

llaae of oomp&nf and l ooat1on 

1. Brown Company, Berlin, N. H. 

ftUII-
blr of d&JI £:.planation 1ubtlitted by the 
to rece1Te Federal Rnerve Banke 

bond 

28 At praeent l to ~ weeki elapae after P&J•ent il 
OOIIPleted , but 1n the near tuture it will be 
appro xl:na t e 17 2 weeki . 

2. 6outhweatern Bell Telephone Oo, , Bt. Lou1a, YO. 26 

) . St. Lou ie Independent Paolt1ng Co., 
st. Louie, Mo . ll 

~. John lf7eth & Bro•. , Ino., Philadelphia , Pa. 

5. J. & P. Coat•, Pawtucket, R. I. 

6. A corporation aelooted b7 the Federal Raaerve 
Bank of !law York 

7. E. J. Braob & Bone , Oh1oago, Ill, 

S. Col:l:llonwealth £d1aon Oo., Chicago, Ill. 

9. The Fair, Obioago, Ill. 

10. Brown & B1gelow, St. Peul, lUnn. 

ll . Saara Roabuok & Co. , 1Unneapol11 , ll1nn. 

(Continued) 

Office ot the Seoretary of t he Treacur:r, 

Dlv1aion of Raeaarob and 8tat1etio•. 

7 

Bond• del ivered 7 to I! daya attar pa.Jlllant 11 
COIIIplated. 

June 16, 1942. 
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LoDC•U per1o4 of UM U tak .. aa -.plo:r•• ot a .. ltoted iJ'OIIP ot oorporat1on1 to reoa1YI h11 

war l aYlJICa liM4 JIIII'Oha8a4 IID4ar the pa:rroll • nillp plaD u4 1 .. 1184 b:r b11 •~:rer 

(OD thl baBU Of thl I III'YIJ -.48 BaDitl OD lllDI ll!, 1942) 

12. ~o. I . J:e1 th Oo. , Oupe:J,1o, Male. 

l}. Fleetw1nae, Ino., Br1eto1, Pa. 

lit. A oorporat1on .. lloted by the l'edll'al 
Banlt of llew York 

Ree•n• 

15. Seare, Roebuolt • Oo., Ph.lla4elph1a, Pa. 

16. A corporation eeleoted 
BaDk of llew Yo rlt 

by the Federal Reeei'Ye 

17. Thee. B- Brew1n& Oo. , at. Paul, Jlinn. 

Off1oe of the 8eoratal'1 of the trea•lll'J, 

D1•1e1on of R•••arah and 8tat1et1o•. 

to 

6 

6 

4 

2 

0 

0 

&:oplaoaUon 111ba1U8d b:r t.IM 

1'84eral ~ .. "' BaDkl 

Decl.IIOUODI are -.41 on le4D114&Je, '!'bllre4aJI , 
an4 l'r1da:r•, and bond• tllll7 pa1d tor are 
de11Yered to purohaeer on !11e14aJ of the 
t ollow1n& n elt. 

E~ndl de11Yel'84 4 to 6 da:r• attar pa:r.ent 
OOIIplOted. 

Bonde delivered the day payMnt 11 OOI!pleted, 

Bonde del1ver84 the da:r pa:r.ent 11 ool!ple\ad. 

June 16, 19~2. 

Regraded Unclassified



S.rluJ 9!!111 l 1111 I fii1 
Actual. filM I .... I w.. ,...,,£ I '-'• • we; a.J.e• ,.,..., 'e I .... I 

I 1\aao1 ~1 I W!late I ~ 1 I laaO 1 "'ll"• I l-. 1 I te Date .. - ... ., I 1 
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lO !0. 1 1116ol w •• l0So1 '·' .... .. .. ea. e 1111.0 .. .. ....1 .... 
u 111.? 111.1 170o0 tt.l foil "·' 101 •• u.t aa.a 1111.8 191 •• II. I 

11 16,5 llloll :La.O 18.7 II • • "·' w •• u.a 1!,0 161,7 1101 •• 11.11 

15 111.11 101of 101 .. 11. 1 ... 101, & lJIO.tl 86.0 11 .. 11111.1 ... llot 

15 u.o .... , 111.11 "·' f .S 101.7 lliOot es.o 111.1 sa. •• ., .. tl.O 

16 ?oil ..... 1111.1 .... S.l 111.1 15?, 5 81.8 11.1 561.& -.. et.o 
lf 111.8 .... o 171.1 11.8 7.11 111.7 167.1 81.0 Ill. I .... 4olt.l • • o 

18 1111.1 1117.0 ... 1 

19 Ill'·' 116.1 481.0 

eo sa..t 1?0,6 1107.1 

u 5711.0 l8l.t *·' 
25 MO.O :La.l m.1 

u 611.11 101.1 eu.e 

&5 661.1 111.0 6111.1 

u ..... 8&1.0 687.8 

I? ..... 118.0 717.1 

29 1110.1 ltl •• 
, •• o 

eo ao.o 11!0.0 800.0 

ONio• ot tbe Soon1U')' ot ... ~~. MYialoa ot b8Mftla e4 lltaUaUoa. 
,_ 18, lHI. 

,.., •• , Aotllal aalea tf.&Ve• an tepoalta wUh tu ~-of tu 'UB!to4 Stat .. oa • ..,_, ot prMeo4a ot oaL•• ot 

11Dito4 Statea aOTiJIIa -.to, ncuroa haft -· 1'011114o4 e4 will DOt uooaavU:r a44 to totala. 

• Tolcea 1Dto 110ooaat Nth ... ~ tJ"e114 4urlnl tho -lr u4 U• -tiiJ.J tJ"OD4 diU'iDC tile .. ath. 
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Coll}>arlloa ot Juo !!leo to 4&\o whb oaloo 4vbs \M 
.... 11Ullor ot 'bu1uoo 4111• 1a Apr il aa4 lfaT 1942 

(At 1oouo pr1oo 111 \bouoaa4o ot 4ollaro) 

CONFIDENTIAL 

228 

,,.... 
Cwoalet1Y! oaloo ~l ~1•••• ~· 

Dote 4&117 , ..... I 
llaT 

I April I Jue u 
Hl•• 1porco11\ Oil l!g 

"""' 19112 
,. 

• 1 
2 

' 5 
6 

8 
9 

10 
11 
12 
13 

15 
16 
17 

• 9.705 9.705 • 7.302 • 11,917 132.~ 
7.19~ ~,601 15,161 21,677 116.0 
1,63 ,235 25.516 29.097 102.1 
13, 77~ llo,009 ~·1115 J5,Sl8 120.7 
9.~ 119.353 ,751 116,1711 101.2 
6.535 55,SA 6o,817 55,991 91.9 

11,526 67 ,IIlii 67 ,21, 6J,6~ 100., 
4,~2 72, )66 72,~ 70,3 99. 
9.9 5 12,310 80, 77.1~ 101,8 
7.542 19.852 ~,410 80,5 105.2 
5.1Kl2 95.254 .391 91,623 100., 
6,210 101,1164 102,106 96,031 99· 

7.251 1011,715 108,92) 102,657 99.1 
J, ~611 112,279 1111,129 111,129 91.11 
7. 70 119,7119 l2J,5JII 116,)71> 96.9 

All tlproo are 4opooUo wltb ,.,. troaavor of tbo 17aU14 8\aho 011 
aeoouot of proool4o ot 1al11 ot 17111\14 Sta\11 ••Ybsl 'boa4o. 
r 1pr11 baft 'b .. ll r01la4a4 \ o 111&1'11\ \ boUIJI4 IJI4 will 110\ 1110IIa&r1J., 
&44 \ o \o\alo, 

'"' 
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Co"Parhoo. of Juu oel .. h d&to vHb telto 4v1Jic t be 
.... o.uaber of butio.eto taT• in Apri l aD4 Ko, 1942 

(At iuu price 1D. ~cuu4o ct 4ollero) 

June 

1942 
1 • 29.5}9 • 29.~ • 19,~Sl • 211 ,980 1117.~ 
2 15.~ 115. 39.~ 115.9,3 115.2 
3 21, 67,oll6 72. 611,1 7 9J.l 
I; }1,162 98,208 88,6<>5 82,9}7 110,8 

~ }11, 1~ 1J2,Jil1 122,575 111.289 108.0 
21,7 154,085 157 .866 129, 786 97.6 

8 38,574 192.659 181 ,431 149,11o9 1o6.2 
9 13,863 2o6,523 201,464 168,289 102.5 

10 30,029 2}6.552 2~,801 185,904 101.6 
11 23 ,220 259.772 2 • 756 196,667 105.3 
12 21,~52 281,724 271.525 229.895 103.8 
13 21, 39 303,163 296,152 242,969 102.4 

15 31,235 3~.398 }17 ,861 257.280 105.2 
16 11,099 3 ,497 }37.~ 279.9~ 102,11 
17 23 ,2155 }68, 782 371, 295 ,2 99.4 

Dh i llon or Rootarcb u4 8\aUtUco. ' 

All fiCQre o are 4tpooito with the ~rtaourtr of tbe Vo.ite4 Stateo on 
eccoUD.t of procet4o of aelao of V..Ue4 S\ateo oa'fiiiC" boD.4o · 
llcaroo ha.,. been r ouD.4t4 t o uueot thouud aD.4 will not o.ecoooarilJ 
a44 to totelo, 

, . ... 
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l liAI 1942 
1 
2 

' 5 
6 

8 
9 

10 
11 
12 
1} 

15 
16 
17 

\ho 

Ull!J!D S'!.U'BS 8.UIIGS 101118 - SDaa I 

0oiiP&J'11oa ot ,r,.... oaloo \o dah with 1aloo ilUI'1Dt; tho 
.... .,,..'oor ot buo1nou d.qo 1a Apr11 uil M., 1942 

(A\ ioouo price 1a thouoaailo ot ilo11aro) 

Juae 

f 19,SJII • 19,~ • 12 ,~9 • 12,99~ 
S,OOII 27. 1 24, J 24,25 

12,970 l!o,SU 46,~ ~·* 17 ,JSS 55.199 55. 7.119 
24, 7S9 S2,9SS 7J,S24 65,115 
15,209 98,197 97.o49 73.795 

27,04s 125.245 114,218 S5,714 
8,912 1.)11,1~ 128,670 97.925 

20 ,055 154,2 151.9~ lOS , 707 
15,678 169,920 16l,J 116,0Sl 
16,550 186,470 171.~3 1~,272 
15,230 201,700 194. 7 1 .937 

23,984 22!),684 208,9~ 154,623 
7.535 2JJ,218 22},2 168,103 

15,815 2119,0}3 2117 .532 178,570 

Dirtoloa ot luoaroh &114 1\atioUoo. 

CONFIDENTIAL 
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• 

,. -
156.~ 
Ulq 
~.7 
lo4.~ 
112. 
101.2 

1~.7 
10 .J 
101.5 
105.J 
105.3 
103.9 

lOS.O 
104.5 
100.6 

All t 1cureo are 4epoo1to with t ho freaeurer ot tho Vaitoil 1\a\eo OD 
acoouat ot prooee4o ot aaleo ot Vnite4 1\atu oan-.. 'oollllo • 

loto: Jiroroo haTe 'oeea r ouadA4 to aeareot thouo&ll4 all4 will ao\ aooeooarilr 
aM to t otalo . 
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TREA.SURY DEPARTMENT 

INTER 01'1'1CE COMMUNICATION 

231. 

DATa ~ 18, lMI 

TO Tllli SICREUIIf 

,.oM P!lEil B, Oa!.all 

Thil 11 tho roport oa oe.pul••'7 wa'f'1a&o p.ropared b7 

ooonoa1oh ot tho Cua411Ul llatioaal ...,. J'laaaoo eo-itt .. , 

You oxproooO<I •- iatoreot 1a 0011&5 thio, oo I b.,s 

• trooh oop7 .Me, 
• -

Regraded Unclassified
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COMPULSORY SAVINGS 

Suggestions are being made, with increasing frequency, 

that the Government should institute compulsory savings, at 

the earliest moment possible. 

These suggesti~~ are advanced on the premises (a) that 

tl:e present volume of taxation revenue, and quantity of vol ­

untary savings, are inadequate to enable the early and full 

development of our war potential , (b) that taxation cannot 

be edvanced sufficiently beyond present levels to take up the . 
slack, and (c) that the job of holding the price ceiling will 

become extremely difficult, and the need for rationing of 

consumers ' goods intensified greatly, unless civilian spending 

is reduced substantially. 

In general , these suggestions are advanced without refer­

ence to alternative courses of action, and give no indication 

of (a) the effect of compulsory savings on the present volun­

tary savings approach, or (b) the portion of the mopping-up 

job which compulsory savings is expected to accomplish. 

Following is a brief review of certain pertinent consid-

erations on the subject of compulsory savings: 

(1) Up to the present time , individual s and corporations 

have not been compelled by law to lend any portion of 

their financial resources to the Government; that is, 

· While saving and lending are on a "voluntary" bas1s. 

• .. 
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legal compulsion hes been absent, there is no doub t 

' that informal pressure has been applied to some cor-

porotions to buy new issues of Government bonds, and 

to the employees of many corporations to purchase War 

Savings Certificates under tpe Payroll Savings Plan . 

(2) Total borrowing requirements of t he Government in 

the current financial year, ending Warch 31, 1942, 

agr regate about $1 .3 billions . Borrowing requirements 

in the new financial year which begins on April 1 will 

certainly exceed this figure . 

(3) At present tax rates , and current levels of incomes , 

the yield from National Defence Tax is probably some­

thing around $130 to $140 Dilli ons per annum, and f rom 

Personal Income Tax something around $225 mill ions per 

annum. The incidence of these taxes over the various 

income levels cannot be calculated accurately but, from 

such inaications as are available, it would appear (a) 

that the National Defence Tax i s derived 2/3 from persons 

with annual incomes of $2,000 or lese , and 1/3 from per­

sons with annual incomes in excess of $2,000, and (b) 

that Personal Income Tax is derived 20% from persons 

with annual incomes of $2,000 or less, 25% from persons 

, . .. 
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•.d th annual i ncomes from $2, 000 to $5,000, and 55% 

from persons with annual incomes over $5,000 . In 

summary , total yield of National Defence Tax and Per­

sonal Income Tax at present tax rates, and levels of 

incomes, is around $360 millions, of which persons ~tith 

annual incomes of $2, 000 or less would probably contri­

bute $90 millions in the form of National Defence Tax, 

anc $45 millions in the form of Personal Income Tax . 

(4) From al l available indications, it would appear 

tha t financial institutions, special Governmental 

accounts, and corporate bodies cannot be expected to 

produce much more than $500 millions of nevt savings in 

1942. Under present circumstances, it will be relatively 

easy to mob i l ize these savings for Government use . 

Assuming 1942 borrowing requirements to reach at least 

$1 .5 billions, this means that individuals will be ex­

pected to produce at least $1 billion of ne1v savings 

this year. 

(5) In Canada, nine out of every ten employed persons 

ea rn l ess than $2, 000 per year, end this group receive 

about 80% of the entire National Income . In the aggre­

gate , people with annual incomes of $2,000 or l ess have 

, . ... 
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received a lar ge increase in net income ~ince t.he '"ar 

began, even after allowi ng for 11ar taxation, while the 

net income of the relatively well-to-do has been re ­

iluced . '.Vhile the spending of persons in all income 

classes is involved, difficulties in holding the price 

ceiling, and intensi f ication of the need to extend 

physical controls over product ion and consuaption, are 

mos t likely to develop through an excessive demand for 

goods and services by the group of persons with modest 

incomes . 

(6) Faced •.¥ith the need to raise about $1 billion of 

ne.v savings in 1942 from individuals, it is obvious 

that suggestions for compulsory savings which contemplate 

merely a doubling or trebling of Nat ional Defence Tax, 

or even the doubling of the entire Personal Income Tax 

structure, fall far short of immediate borrowing needs; 

fail to make adequate reduction in the ag&regate pur­

chasing power of persons with modest incomes , which is 

the principal area of the problem; and, would produce 

1videspread hardship, as it woul d be absolutely impossible 

to devise 1vorkable tax-savings formulae of general appli ­

cation ~hich would take into account all the varying 

, . ... 
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expenditure l iabilities and asset holdings of every 

taxpayer in each income group . 

236 

(7) Suggestions for extreme compulsory savings con­

template a periodic means test of every person with 

financial resources, and the transfer to Government use 

of that portion of financial resources, which, from time 

to time, are ruled to be "excess" . An undertaking of 

this character would involve (a) tremendous problems of 

administrat ion, and would engage the services of per­

sonnel urgently needed for more constructive war work, 

and (b) moratoria on many types of debts , and freezing 

of assets . That is, many types of debt repayment out 

of income would no t be allowed, and liquidation of 

assets to evade the purpose of compulsory income savings 

would have to be prevented . There is no doubt that a 

large reduction in civilian consumption could be achieved 

in this manner . But, no scheme of this nature, no matter 

hoi? aJRbi tious , could hope t o do the full job of reduc ing 

civilian consUJRption. In the first place, the supply of 

many goods and services will be shorter• than average, 

and •Ifill require specifically designed physical cont rol s 
• to supplement what ever f iscal controls are in effect . 

Secondly, it is impossible to devise (a ) a workable 

, . .. 
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savings formula of general application which would mop 

up all pockets of excess spending power, or (b) an 

administ rative procedure which could hope to keep 

civilian supply end demand in constant balance . Finally, 

the prospect of abrupt, and possibly frequent, increases 

i n the level of compulsory savings would inject a new 

element of instability into living stanriards, and no 

doubt would have serious effects on civil i an morale . 

(S) In summary, i t i s apparent that compulsory savings, 

el~her in its simple form of doubling or trebling the 

Income Tax rates , or in its complex form of a means test , 

\"IOU ld still leave a l arge share of the job to be done by 

a combination of voluntary savings and pb¥sical controls 

over production and consumption. It l'IOuld not , as some 

suggestions imply, be a full answer to the problem of 

reducing civi l ian consumption. At all stages in its 

development, compulsory savings would consist, to an im­

portant degree, of savings 1vhioh otherwise would have been 

made on a voluntary basi s. Further, the introduction of 

compulsory savings would seriously retard the deveropment 

of voluntary savings as many people would illl!llediately 

adopt the attitude that the level of compulsory savings 

• 

, .. • 

Regraded Unclassified



238 

- 7 -

<'65 an official measure of the real need for savings , 

(9) From the vie•wpoint of civilian morale, it would 

seem more desirabl e to leave people with a port ion of 

~heir financial resources , in accessible and disposable 

form , and to reduce civilian consumption by di rect con­

trols over production, supply and distribution, than 

to force a reduction in civilian consumption by compel ­

ling peo~l e to lend the Government such a large portion 

of their financial resources that they are left with 

little or no financial resources , quickl y accessible and 

disposable, to meet emergency conditions . This condition 

could be relieved in some degree by allowing the release 

of savings, on compassionate grounds, on application to 

some Government agency. HoiVever, this content ion 1r0uld 

seec to have residual importance under any system of 

extreme compulsory savings . 

:one lusion . 

Admitting the urgent need to reduce civilian spending 

(a) to enable the early and full development of our vtar poten­

tial , (b) to minimize pressure on the price ceiling, and (c) 

to minimize the need for further physical control s over produc ­

tion ana consumption, it would appear advisable, at this time, 

... -
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tc achieve this objective (a) through the imposition of 

highe r taxes, (b) through the further development of the 

voluntary savings approach, (c) to apply the tax increases 

anC. savin~;s development to perspns in all income levels, with 

special attention to persons with modest incomes, and (d) to 

relieve any residual competition bet.,een Governmental and 

civilian cemano s, and pressure on t he price ceiling, by an 

extension of physical controls over production and consumption. 

T~is conclusion is based on the belief that this 

technique , at least, ~ill be equally effective as a combina­

tion of higher taxation, compulsory savings, voluntary savings, 

end di rect controls, and, in addition, will involve (a) less 

crain on edministrative personnel whose services are required 

in c:ore constructive phases of we.r work, and (b) less bureau­

:retic control, more individual freedom, and a consequent 

hi&her degree of civilian morale . 

January 22, 1942. 
SN/M'r 

( 
• 

... -

Regraded Unclassified



l:r. P-1' I • Odoocard, 
Mloem, 

.. '"*"""'-· 

JUM 181942 
6. t 2.. • 

Ia a au- w1~ 7WI' -.1 ,_t •• a c:...nltiloc 
~!!per\ - ~· IIU k'fillp lkff 1 7'N tdll alM 8Q'Fe U 
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.. ......, ~"" ud appoillt.ed. 

UtuteJ' 7WJ' deat ... u.., •• an .beiR&et to tile 
hontur, ,.a tdll perlora IIUII dlaUee u ~be ••~ 
to )'0'& .,. "• ... "'"'. 

WT1ct 
6/U/42 

l!t .... , . ...... . ~ •• lt. 
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TO 

24.1 
TREASURY DEPARTMENT 

INTER OF'FIC£ COMMUNICATION 

OATa June l8, 1942 

Secretary Morgenthau 

llr. Thompaon 

A pro,ram tor conaei'Ving peper and cerbon peper 1a under Wll.7 

1n ill depertmente and eotabliollmMts ot the Oovemo>ent . We have 

alrudf accooopliehod much in tbie direction 1n U.o Treaeur.y and ere 

cont.inuinB our surveys !or 1\lrther aovin,ga. 

As you know, llenrs . Foley, llbite, Haaa, and Bloush auboit to 1"" 

11101\thly proereaa reports. Jlu~ ar;c1 laber 1a put in on these 

reporte which could be conserved, alons with a eaving ot peper, it 

they should be discontinued. I do not know whether you teal there is 

• continuins neceaaity for these report• and I ""' brinBine the matter 

tc your attention tor your deciaion aa to their continuance . 

, . • 
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!o llr. !I>Mp-

Jroa llr, ll1.....,. 

. • 

•• 

Jue I, 191!2 

Attached are Procr••• &.porte for \hio D1Y1e 1oD 

oonria,c work troa J~ 1941 throucl> ICaroh 1942. 

!heeo r.porto ll&n l>oeD Oil rq olelll< 'but ll&n 110\ 

,..,. trOiloai tted for '"" r-n•• -\hia,c \he S.crotUT 

11&14 to •• leot vl.ntor wu 1Dtorproto4 '1>7 •• to aeiA \bat 

he 414 110\ ••• tho reporto Oll4 ... 110\ ca111D& for th•• 

J'urtheraoro, 1 ll&n 110t 'beOil oa\1af1ed vl.\b \be fol'll 1D viUoh 

our r.porh b.&Yo 'bolll prepared Oll4 ll&n l>IID trrtDC to !1114 

tiM to riYlao \he fol'll. 

llaporh fu .April Oll4 lla7 were 110\ prop~Hi la 

tiDal fll'll IN\ v1U 'be t1Di.ed M>4 n'ba1Uo4 to 7011 la 

\he oouroe of a U:, or tw. 

242 

1 • ...aoa .. riD,C to reYlee \he r.port tora ettocU 'Oe 

ao of \he \oe&'Mhl of the Dilft tieoal 7a&r• AliT rouooUOill 

for reYloioll vl.ll 'be IIPProctate'-
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Janua17 24, 1942. 

XEMOIWIDUM Fat THE SECRE,.ARY: 

Attoehed 1e a aummarr report or t he projects 

wh1oh have been worked on 1n the 01Y1e1on or Tax 

Reeearoh during Jul7 - December, 

l~ 
Attachment 
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11'••••'"7 repor' on projeoh in 'he Ili'fil,ion 
ot ~ax Beeearoh, Jul7 - Ileceaber, 1~1 

I. ••••••• re'f1eion, 19~1. 

In conaec,1oa v1'h 'h• r•••nue re'f1eion ror 

19~1, aeaoraDda, tablet, and charte were pre­

pared on 'farloue phane ot the b1ll and pro­

pceale dealing w1th 1ncoae, exceee pror1te, 

eeta'e and g1t,, and exc1ee 'axee were 

aDA17zed. (Btatr aeabere) 

II. Inooae tax 

A. Collection a' eoarce 

(1) A aeaorandua enalydng the probleae 

1n'fol'fed 1n the collec,1on or tbl 

1ndi'fidual inooae tax at eouroe wee 

prepared. (Mr. Atlae) • 

(2) ~he d1etr1but1on or Durden by 1nooae 

claaeee which woul d reeult rroa a 

euppleaentar7 inooae tax at eouroe 

were analJnd. (Mr. rr1edaan aa4 

n .. Co7lel 

244 

• Pereone 11eted ae working on the d1trerent pro­
Jecte do not include thoee who aoted laraelJ or 
exoludvely i n a ooneulUng or rniewing oapao1ty. 
In general, the pereon, 1! an7 1 aoti'fel J in charge 
or the proJect ie l~ated t1ret . 

•• -

Regraded Unclassified



• 

- 2-

B. X&Dd&torr Joint raturna 

'farioua Joint return and coaaunHr 

inooae problaae vera analrzed, 

including aethoda or equalizing the 

tax on earned inooae under aandatorr 

Joint returna and under aeparate 

returna. (Kiea Corle and Kr. Caapbell) 

c. Percentage depletion 
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Analraea or the law r elating t o per­

oentage daplation and or auggeated 

propoaala tor eliminating exoeae1Ye 

deduotione were prepared. (Kr. Campbell 

and Kr. Gordon) 

D. Taxation or banka 

Problema inYolYed in the inooae and 

exoeae protit e taxati on ot banka 

were analf&ad. (Kr. Atlaa) 

E. Capital atook t ax 

8tatiat1oe and oaea b1atoriea relating 

to the capital atook tax vera analrzed. 

(Kr. Andereon) 

r . Inauranoe ooapaniea 

Probleaa inYolYed in the inooae and 

exoaae protita taxation ot inauranoa 

ooapaniae vera analzud. (Kr. Viokrel 

and Kiaa Valla) 

,. -
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G. Capital saina 

An &Dalraia ot the tax treataent ot 

oapital caine and loeeee ot 1ndiY14uala 

and ti4uoiariea a1noe 1938 in relation 

to the tax treat .. nt ot other eouroe1 

ot 1nooae, together w1tb propoeale 
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tor reYiaion, waa prepared. ( ll1u Corle) 

B. llutual 1nYeetaent ooapaniea 

An &Dalrlia wae prepared ot tbe 1noo• 

and exoeee prot1te tax treataent ot 

1nYeetaent ooapan1ea, (Mr. Blllborn 

and Mr • .t.tlae) 

I . D1e1noorporat1on 

The etteot ot taxee on 41e1noorporat1on 

and other oorporet1on tax probl••• were 

analrud. (Mr. lei tb, Kr. Bellborn,end 

Mr. Caapbel1) 

III. &xoeee prot1te tax 

4 . 8tat1et1oe relat1n& to axe••• prot1te taxee 

were analrzed and propoeale t or reY1e1on 

ot tbe preeent exo••• prot1te tax law 

were etu41e4. (8tatt aeabere) 

s. !eobn1oal probleae 1n applr1ng a 100 per­

oent tax on prot1te aboYe 6 peroent on 

oap1tal were etu41e4. (Mr. Caapbell) 

Regraded Unclassified
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C, An aaal.7e1e wae prepared ot a pro­

poeal to 1apoee a apeo1al •••••• 

prot1te tax to reduoe prot1teer1ng 

ar1e1nc out ot abortac•• 1n the 

eupplJ ot detenee ooaao41t1ee. 

(Kr. far1olett1) 

D. A aeaoraD4ua wae prepared outl1D1og 

a propoeal tor a al1d1DI eoale inco .. 

oredit under the exoeee prot1ta tax 

b&eed ~on t he relation between 

aYerace earn1ns• and inYeeted 

oap1tal, (Kr, &here and Mr, Campbell) 

IV, letate and aitt taxee 

Probleae relating to (1) the integration 

ot the eetate and g1tt tax•• and (2) the 

preYention ot toroed 11qu14at1on oaueed 

b7 the pa,.ent ot eetate taxee .on the 

due date were atu4ied. (Mr. Harr1ae) 

V, Exo1ee taxee 

A. A aeaorandua waa prepared oilal1nc 

with a propoead radio broa4oaat1n& 

t r &llohiee tax, (Kr , lclter-Raoa) 

B, A aaaorandua analJ&in& the propoaal 

to iapoee a tax on •net Yalue a44ad1 

wae ooap1ete4. (Mr. rar1o1ett1 and 

llro Copeland) 
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o. A .. .oraada. aaalJ&inc the a4Yantagee 

aDd 41eadTantagee of a retail ealee 

tax ae oppoeed to a aanufaoturer•' 

or wboleealere 1 ealee taz wae pre­

pared, !he probleaoi •"llloh he .. 

arleen in the adainietration of 

State retail ealee tazee were aleo 

etu41ed, (Xr, Farioletti , Kr, 

Copeland, aD4 XUe Valle) 

D, !he probleae of tax pJraalding, 

aultiple tazation and riains 

prioee were etu41ed, (Mr. rarioletti) 

E, !he tax burden on alooholio llquore 

waa etudled, (Mr, Oaapbell) 

r. Bae1o data relat1nc to exo1ee taxee 

were oolleoted and anal.Jr.ed (Mr. 

Far1olett1 and Kr, 8ohwarta) 

VI , !az-exe!Pt eeourit1ee 

A, !he annual ediaate ot the Yoluae 

ot tax-ezeapt eeour1t1ee wae pre­

pared tor the 1941 Annual Report ot 

the aeoretarJ. (Mr. Far1olettl and 

Kr, Zoraoh) 
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B. loonoaio 4a~a on tax-exe~t 

eecur1tiee were prepared, (Xr, 

Ecker-Racs and. Xr, Gordon) 

VII, Federal-State tieoal relatione. 

Aeeietanoe wae gi••n to t he ~~cial 

Coaaittee etudJing Federal-State 

t1ecal relatione in the planning 

ot i h etu41ee and. the dratUng 

ot ite report to the BeoretarJ. 

(Xr, Ecker-Rac&) 

VIII, Foreign and State taxee 

A. Data coaparins tax burdens and 

expenditure• 1n the United 

Statea witn thcee 1n Great 

Br1ta1n, Canada, and Auetral1a 

were prepared, (Mr, AUae and. 

Jl1ee Buchu) 

B, Data on State tax•• were ooa­

p1led. (Kiee Welle) 

IX, Routine aee1snaente 

A, Forthcoa1ng frea1ur1 publ1oat1one 

were re•1ewed and e1gn1t1oant 

etu41ee were analysed, 
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• 
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B. In oonneot1on v1th the euperY1e1on 

ot the atat1at1oal work of t he Bureau 

ot Internal ReTenue, T&r1oua propoeala 

tor atat1at1oal ooap1lat1ona were ex­

aa1ned and ada1n1atrat1Ye reporte and 

atat1at1oa were ooaaented upon tor 

llr. 8u111T&n' • 1Dtoraat1on, 
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o. Data relaUna to different tax .. , 

d1geate of tax 1teaa, and Conareeaional 

aotiT1tJ on tax iteaa of intereat to 

the D1Tiaion were ooapiled and 

D, Oorreapondenoe pertaining to tax 

aattera vae handled, (Stat! aembere) 
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rabruarr 17, 1942. 

Ml:MOIWU)UM roR THE SECRETARY: 

Attached 1e a euamarr report or the project• 

which h&•• been worked on in tne D1v111on or Tax 

Research during Januarr, 19~2. 

Attaol\lllent. 
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SWI .. r1 report on proJeote in t he Dhil1on or 
Tax Reaearch , JanuarJ, 1942. 

1. Revenue 8ill or 1942 

Conrerenoea are oontinuing with repreaentatiYea 

or the Joint co .. 1ttee on Internal ReYenue 

Taxation, the orrice or Price Adminiatration 

and other goYernaental aganciea on Yar1oua 
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phaaea or the ReYenue 8ill or 1942. (Starr aeabera) 

II. Inooae tax 

A. Mandatorz Jo1nt return• 

Var1oue Joint return and coamunity income 

proble ma ver e analy&ed. (Min Coyle ) • 

B. Deple t1 on 

The probleaa or depletion and the percentage 

deple tion allovancea are being etud1ed. 

(Mr. Caapbell and Mr. Gordon) 

C. Diaincorporation 

A .. aorandua on the errecta or corporation 

incoaa and prortte taxea on d1aincorporat1on 

ia in pr oceea. (Mr. Kei th, Mr. Rallborn 

and Mr. Caapbell) 

• Peraona liated aa working on the dirrarent proJect• 
do not include thoae who acted largelJ or axcluai Yaly 
in a oonault1ng or reyiawing capacity. In general, 
the paraon, ir any, actiYely 1n charge or the proJect 
1a Hated t1rat. 
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0. Intereat deduction 

The ettect ot diaallowlng the deduction ot 

interest paid in deteraining the net 1ncome 

ot corporation• wae analyzed . 

(Xr. Ieith and Xr. Hellborn) 

E. Medical expenaea 

A aeaoran4ua analyzing the propoaal to allow, 

tor purpoeee ot the 1nd1Y1dual incoae tax, the 

deduction or medical expenaea il in preparation. 

(Mr. Atlae) 

III. Exceae protlta tax 

A. Statistics rela ting to exceaa protite taxee 

were analyzed and propoeala tor tne r ev1e1on 

of the present exceee profits tax law were 

etudied. (Staff aeabere) 

B. Tablee relating to the income and exceee proflta 

tax liabilities of selected oil companlea were 

prepared. (Mr. Anderson) 

IV. fatate and gitt tax•• 

A. Statietlcal coaparlaona or United Statee and 

Britleh death dutiea and que1t1on1 or Juriadic­

tlon under the ee tate and gift taxea are being 

analyzed. (Mr. Harrial) 

B. Propoaala to reYiae the ee ta te and glrt tax•• 

are belng analyzed. (Mr. Harrill) 
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v. Exoiee tax•• 

A, A •••orandua indicating tbe detioienoiee 

ot the net Talue added tax vae prepared, 

(Kr, Eoker-Rao& and Mr, farioletti) 

B. Poeeible eouroe e ot additional exoiee tax 

reTenue are being inYeetigated, 

(Kr, farioletti ) 
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0 , A dratt ot a epeeoh re l ating to aalea t axation 

vae prepared t or Kr, Sulli•an' • uee, 

(Kr, Gordon) 

D, A aeaorandua relating t o the taxation ot inter-

etate truckers ie in prooe ee, (Kr , Gordon) 

VI, Profits on naTal oontraote 

A, The r eport ot the Vinson Committee 'Investi­

gation ot the RaYal Detenae Prograa• vae 

reYieved, (Kr, Atl .. ) 

B, A aeaorandua on t he Vineon propoeal to liait 

protite on detenae oontreote to 7 percent 

ot t he contract price ia in proo•••· 

(Mr. J:eiih) 

VII, Tax-exeapt eeouritiee 

A, A • • •orandua vee prepared indicating recent 

Treaeur7 etatemente relating to tax-exeapt 

eeourit1••• (Kiaa Walla and Mr. Gordon) 

t 
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B. A aeaorandua waa prepared outllnl ng the 1nol­

dent&l ad•antagea or el1a1nat1ng the Federal 

tax axeapt1on or interest on outstanding State 

and l ocal aecur1t1ea. (Kr. ~on) 

c. Eccnoa1c data on tax-exeapt aeeur1t1es were 

prepared. ( llr. Eolter-Rao& and Mr . Gordon) 

VIII . Incent1Ye taxation 

Varl oue 1neent1Ye tax propoaala dee1gned to (a ) 

encourage plea ot de t en .. 'bonde, ('b) et a'blll&e 

eaplo,.ent , or (c) pr eyent a poet-war depreaeion 

were analJ&ed. (Kr. Atlu) 

IX. Tax loopholea 

An inventory ot the Secretary ' • etatementa r e-

lating to tne aore important loopnolee i n the 

r t Yenue lave wae prepared. (starr ... 'bera) 

X. Routine aaaignaente 

A. Forthooaing TreaeurJ publication• were re-

Y1eved and a1gn1t1oant etudlea were 

an&lJ&ed. 

B. Oorraapondence pertalnlng to tax aattera 

waa handled. (Start aea'bera. l 
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March 2'(, 1911-2. 

MEMORANDUM I'OR THE SiCRETARX: 

Attached 1e a auaaar7 report or the proJect• 

wh1oh ha•e been vorked on 1n the D1•1e1on or ~ax 

Research during Februar7 

AtteoMent. 

Regraded Unclassified
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Monthly Report on ProJaota i n the 
DlY1111oD of fax Re .. aroh 

Fabi'Uary , 1942. 

I. ReYenue 8ill ot 1~2 

Conterenoea vere held on varloue phaaea or the 

Revenue 8ill or 1942 and atatlatical materials 

relating to revenue reviaion propoeale vere 

prep11.red. (Start member•) 

II. Income tax 

(a) Depletion 

Probleaa ot depletion a nd the percentage 

depletion allovancee are being etudled, 

(Mr. Campbell and Mr. Gordon) • 

(b) Diainoorporation 
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A memorandum on the erreote of corporation 

income and protlte t axee on dioinoorporation 

• 

io ln proceee . (Mr. Keith, Mr. Hellborn, 

and Mr. Campbell) 

(o) Medical expenaea 

A memorandum analy~ing the proposal to allow 

the deduction ot aedical expenue tor pur­

poaea ot tne individual income tax, vae 

coapleted. (Mr. Atlao) 

Peraona listed aa working on tne different proJects do 
not inoluda tnoae vno acted largely or exclusively in 
a oonaulting or reYieving capacity. In general , the 
peraon, l f any, actively in charge or the proJect ia 
llated rlret 
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(d) Allocation or bank expen••• 

Material relating to tbe propoaal to diaallow 

bank expenaea attributable to tax-exeapt in-

coae waa prepared. (Mr. Atlaa) 

(e) Building and loan aeaooiatione 

A memorandum examining the tax treatment or 

bui lding and loan aaaoc1atione was prepared. 

(Mr. Hellborn) 

(r) Capital gaina 

Material illuatrating the trrect or capital 
• gaina on the errectiYe rate or tax vaa pre-

pared. Similar material vaa compiled wi th 

respect to tax-exempt 1ntereat. 

(g) Investment companiea 

(Mise Coyle) 

The tax treatment or investment companies , 

together vith the dividend distrlbution re­

atr1ctiona upon mutual investment companies 

under the Investment Company Act of 1940, 

waa atudied. (Mr. Rellborn) 

(h) Joint ret~na 

Vartoua Joint return and community income 

problem• were analy&ad. 

(i) Dependent credit 

(Miea Coyle) 

The problems involved in raieing the age 

limit ror dependents under the individual 

income tax to 21 year• wae atudled. 

(M1aa Coyle a nd Miea Welle) 

• • 
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(J) Peneion ~·'• 

A aeaoran4~ relating to the taxation or 

pene1on truate waa prapare4. (lcr. Harriu) 

(k) Bar4ahip oaaaa 

The poaaibilitJ or bardabipa wb1oh aar ree~lt 

rroa increaeed in4ivid~ inooae taxation ie 

being at~dled . (Mr. SUtor) 

ni. Exceae prorita tax 

(a) Statiatioa relating to exoeaa prorite taxea 

were analr&ed and proposal& tor the re­

Yieion or the preeent exoeee prorita tax 

lava were atudied. (starr aeabera) 

(b) Table• relating to the inooae and exceee 

profits tax liabilities or selected com­

panies were prepared. (llr. Anderaon) 

(o) The relief provieiona ~der the exoeae 

prori te tax law a.oe being et~died. 

(Mr. Campbell , Mr. Ieith, and Mr. Zolot) 

(d) Meaoranda relating t o t ne relief provieione 

~der the Brit1ab and Canadian lava and the 

Reven~e Aot or 191S were prepared. 

( J!r. Caapbe 11) 

(e) The problem• involved in the taxation or 

aaall corporation• ~ar the exc••• protita 
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tax are bei ng etu41ed. (Mr. Hellborn) 

IV . Eatate and gitt t&XII 

(a) 8tatUt1oal coapa.r11one ot tlle United 

States and British deatn dut ies and 

queetiona or Jurisdiotion under the 

eetate and gift taxee are De1ng analr~ed, 

(Mr. Harrtu) 

lb) Propoeale to reviae the eatat e and girt 

taxes are being analrzed. 

and Hr. Oaltee) 

v. Tax burden 

(Mr. Harr1oe 

A atud7 of t ne dietr1bution or tne tax burden 
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is in proceee, Thla atudy bae been undertaken 

in conJunction with tbe Bur eau or the Budget. 

(Mr. Vi okrer) 

VI . Exoiae taxee 

(a) Varioua phAlli or excise taxation are being 

i nveetigated. (Mr . Farioletti , Mr, Schwartz, 

and Mr. Prewitt) 

(b) A aeaorandua r elating to tne taxation or 

interetate trucker• wae completed. 

(Mr. Gordon) 

(c) A .. aorandua outlining tht arguments 'against. 

a aeneral aalee t ax wee prepared. (Mr. Oakee 

and Hr. Poole) 
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(d) llaaorand& relating to aalu tax experience 

or f oreign oountriee were prepared, 

(Mr. Poole) . 
(e) A aeaorandum oonei de ring the problema i n--Yolved in i ncludi ng dwelling accommodation• 

ae part or a ret ail ealee tax baee wee pre-

pared, (Mr, Poole) 

(t) Correspondence received in the Division and 

in the Bureau relating t o the Federal auto­

lllobile use t ax wee examined to determine · 

objections raised and euggeetione made with 

respect t o that tax, (llr , Zoraoh) 

(g) Eet111la t ee or the dietri buticn or a sal es tax 

burden were prepared, (Mr. Fariolett1 

and Mr. Schvart~) 

(h) A legislative history or Federal sales 

tax proposals is in proceae. (Miee Wells) 

(i) Tables enovtng rates or StatP excises on 

commodi t i es and eerv1oea included in Treasury 

exoiae proposals were prepared. (Mlee Welle) 

VII . Pr ot i t e on na vnl oontraota 

A memorandua on the , V1naon proposal to l1ml t 

prot1 t e on detenae contracts to 7 percent of the 

oontreot price 1e 1n prooeae • (Mr. Keith) 

• 
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VIII . Tax- exeapt eeouritiee 

(a) Alternative prooeduree tor the dieallowanoe 

ot tax exemption to intereet on all out­

standing eeouritiea were etudied. 

(Kr. Oakes, Kr. Slitor and Mr. Bramble) 

(b) A meaorandua on the inoreaaed importance ot 

tax-exempt i ntereet waa prepared. 

(Kr. Bramble) 

IX. Foreign taxea 

Ooaparieona ot individual and corporation income 

and exceae prot1te tax burdana under th.e 

United Statee law and under Br1t1ah and Canadian 

lawe were prepared, (Mr. Atlae and Miee Hughes) 
• X, Routine aaeignmenta 

(a) Forthcoming Treaeury publ1oat1ona were re­

viewed and aign1ti cant etud1ea were analy~ed. 

(b) Correepondence pertaining to tax matt ers was 

handled, (Sterr meabere) 

Regraded Unclassified



• 

• 

MIY.OIWII>Uil l'Cil !D SBO!Ift.&U I 

.t.Uaolle4 1• a ~ repon ot 'be proJeoh 

wb1ob baTe been worked on 1A 'be D1T1a1on ot 'fax 

Ruearob 4ur1Da llarob 19~. 
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Moatbl7 Report oa Prolaota ia tbe 
Dirta1o8 of !~ Raaaaroh 

Xaroh 19.., 

I . RtT!nU! RtTiaion 19~ 

8tateaenta, aeaorandJ and atatiatioa on Tar1ou1 

phlll! of propoae].e undazo oonaidazoaUon in oon­

neotion with reTanue zoaT1aion fozo 19~ wezoe pzoe­

pare4 fozo the ul! of Xr. PauJ. and the ¥1.71 and 

Keane Ooaaittee. (Staff aeabezoe) 

II. Inooat tu 

(a) Capital gtna 

Katel"iala eupport1ng tbe '1'zoeaeu17 propoeal 

fozo tbe tuat1on of oap1tal gain• and zoe­

tuUng the opponentl of oap1tal gain• tax­

ation waN prepazoad. ( 8tatt aeabezoa) 

(b) Dmlet1oa 

Probleu of depletion and tbe peroeotage 

depletion allowano .. aN being atud1ed. 

(Xr. 0.-pbell, Xr. Gordon and Kzo. l!arl)* 

(o) Dieigoorpozoation 

.l aeaozoandllll on the efteotl of oorpozoat1oo 

inoo•• and pzoofUa tuel on dil1noozopozoation 

il tn proo•••· (HI". Ieith, Mzo. BellbOzon 

and Xr. Oupbell) 

1 Puaou hate& ae wol'itna on tiM lliteNnt proJeotl do 
110t tnol114e thDH whD aote4 larse1J ozo exo1ueinlJ tn 
a OOII.alttns ozo rertn111S oapao1tJ• In geoezoal, the 
puaOil, if ARJ, aot1TilJ 1o oberge of tbe proJaot il 
lilted firat. 
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(d) Jolnt roearao 

Yarlou phaooo or tlw Jolnt rotiiZ'llo 

problea were oonoldero4, lnolu41D& ~ 

otatQI ot tlw probl .. ln Great Britain, 

Ul111 CoJll, llr, llal'J'iu IDCl IU.u Welle) 

(e) llar4o.b1p O&lll 
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llar4o.b1po 11111oh a&J roo'lllt troe 1ncreaeed 

1n41Y1daal lnooae taxation are bein& 

et\14114o l.n t.b11 OODDIOt10n ~ propooal 

to peralt 4oduot1ono tor epeolal obl1gat1ona 

auoh ao lDIQranoo preaiuao and hoae t 1nanoe 

oharce• 11 bein& exaained, (Xr, 811tor) 

(t) Innotaent ooapuilo 

!he tax treataent or autual 1nYeataent 

ooap&nleo, toge~r with the 41Yero1t1cat1on 

teot reqQirld ot ouoh ooapan1eo, wao etud1ed, 

( llr. llallborn) 

(g) ~1otr1but1on or d1Y1don4o 

An ualJI11 or thl extent to w.b1oh peraono 

1D d1tterent 1nooae braoko t o are dependent 

upon d1Ylden4• tor tnl1r inooae wao 'Prepared. 

!he ottoot ot tlw rroaour, prcpoeall on tundo 

aYa11able tor 41Y14endo ••• otudled, 

( llr. lie llbol'll ud llr. 1:11 tn) 
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(h) la£1Jprl Pt,et OD OOlp0£111001 .. 

!a'61 .. ebow1ac tba •al'l1nal tax ratee 

on oorporat1one under tba pr .. ent law, 

the Rnenue Aot or 1918 and 1;be Treaeury 

propoeal were prepared tor oorporat1one 
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1n Yar1oue e1ze and prot1tab111tJ poe1tlone. 

(Xr. Andereon) 

(1) Oontol1d&h4 retvne 

1'be pro]tleu 1DYobe4 1n ooneol14ate4 re­

tume are be1q etud1e4. (Mr. Ca~~pbell and 

Kr. Pr1tobar4) 

III. Exoeee prot1te tax 

(a) Btat1et1oe relating to exoeee prot1te taxee 

.. re analJZe4. and propoeale tor the reY1don 

ot the preeent exoeee prot1te tax law were 

etu41e4. ( Btatt aeabere) 

(b) 1'be .rel 1et proY1e1one under the exoeu protlte 

tax law are being etu41e4. (llr. Ca~~pbell , 

Mr. hUh and Mr. Zolot) 

(o) 'fb~ probleae 1DYoln4 1n the taxation ot 

eaall oorporatlone under the exoeu prot1U 

tax are balDS et1141e4. (llr. Bellborn) 

• 

.. .. 
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IV. Eetatt ap4 C1fl ''1 '1 

(a) Stat1at1oal oo~ar1aona ot tba United Statea 

and Br1t1ah death dut1aa and queat1ona ot 

.. juriad1otion under the eatate and gitt tuea 

are being analJzed. (Mr. Rarriu) 

(b) Propoea1a to rnhe tbe eetah and g1tt tuee 

are being analrzed. (Mr. Harr1u and Mr. Oak .. ) 

v. rax W£4u 

A atud)' ot tbe dhtribut1on ot the tu biU'den 1a in 

prooeu. ~. atud)' haa been undertaken in oon­

Junot1on Y1th the Bureau ot the Budget. (Mr. Viokrer) 

VI. Exoiee tax•• 

• 

(a) Var ioua pbaaea ot exoiae taxation are being 

inYeatigated. ( Mr. rarioletti, Mr. Schwartz 

and Mr. Prewitt ) 

(b) Me80randa on Yar1oua pbaaee ot aalea tuee 

and tbe relation ot ealea and otber tax .. t o 

price 1ntlat1on were prepared. (Mr. Poole) 

(c) A log ot Oongreaaional bi lla and reaolutione 

pertaining to general aaln .taxee 1918-19~1 
' 

together with a brief h1etorr ot general ealea 

tax p ropoaalt waa prepared. (MUa Welle S>d 

Mr. Atlaa) 

, 
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vn. ronisn taxu 

(a) !he Uni'ed Statea, Canadian and Britiah 

indiYi~ual and oorporat1on 1noo•e and protita 

tax bul'dena were OOIIP&red, (Mr. Atlaa and 

Miaa Bughu) 

(b) A •emorandua deeoribiag the Australien in­

diTidual inco .. tax aJate• vaa prepared, 

(ltr . SUtor) 

(o) Me.oranda on the treat•nt ot capital ga1na 

and loaaea under the Britiah inoo•• tax and 

(d) 

(e) 

the inoo .. tax lava ot other foreign oountriea 

were prepa.red. (Mr. Atlae) 

Memoranda on the Britiah purohaae tax and the 

Canadian aalea tax were prepared, (ltr. Due and 

ltr. Prav1tt) 

Protit-latting proTiaiona in the Brit1ah, Canadien· 

and Auatralian. lava ware atul11ed, (Mr. C.-pbell, 

Mr. h1th, Mr. Slitor and Mr. Zolot) 

VIII. Tax-ex••P' eaouri,iae 

(a) A ••moran4~ a~ari&ing reoant ohangea in 

State inoo .. tax lava with reepeot to the 

traat .. n' ot 1ntaraat ot federal obligation• 

wae prepared, (Mia• Welle) 

(b) • tabla ahowing tb& sro•• and nat outatand1n& 

debt ot stata go..-eraaanta bJ Stataa ror 1941 

wae prepared. (ltr, Bruble) 
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IX. CO!pUlfO£l •••'ftfl 
A meaoran4ua anal7~1ng Senator Brown'• propoeal 

r~qu1r1ng pa~ent tor OYerUM on goYern.ent 

oont raot• to be aade 1n deten1e bond• and 1tacpe 

11 1n prooe11o (lllr. Harrill, Xr. Bramble and 

Mr. Atlal ) 

x. Routine 1111pamt1 

( a ) J'orthooll1ng !re&IU17 publ1oaUon1 were 

reY1ewed and 11gn1t1oant 1 tud1e1 were 

anal7Zido 

( b ) Corr11pondano1 perta1n1ng to t ax aattere 

wu handl.l4. ( Statt aeaber•) 
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MEMORANDUX roB THE SI:CBETAIU: 

Attached 1• a almll&1'7 report or thAI proJaota 

wh1cb ba•• been worked on 1n the D1•1a1on or Tax 

Beeearob dur1na Apr1l-Ka7, 1942. 

Attacbaent . 

~~-~~ ' I "tb'I!\\1~L 
...... ,o 

c.s ..- li -
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Monthly report on proJeota in the 
DiTia1on or Tax Raaearob 

AprU-May, 19~2 

I , ReTenue Revision, 1Y~2 

St~tementa, memoranda and atat1at i ca on 

var ioue pbaeea of propoaala under consideration 

in oonneotion with r eTanue reT1eion for 1942 

were prepared for tne ue• or Mr. Paul and t ne 

Waye and Keane Coma1ttea, (Staff aeabere) 

II. Income Tax 

(a) Tax on 1ncreaeea in peraonal income 

A memorandum analyzing t he problema 1n­

Tolved in the taxation Of inoreaaea in 

peraonal i noomee waa prepared , 

(Mr. Haven)• 

(b) epeoial tax on 1ndiTidual income• 
atlon 125,000 

The problema 1nTolTad in iapoaing a auper­

tax on ind1T1dual i ncomes aboTe $25,000 were 

analrzad, (Mr. Barrie• and Mr. Slitor) 

(o) Capital sa1na 

(1) The problema i nTolTed in tne ex-apt1on 

or rara property from t ne capital gaine 

• Peraona 11eted aa wor i i ng on the 41tfarent projeote 
do not 1noluda tnoee whO acted largelY or axolua1Taly 
i n a oonault1ng or reTUwing oapaoity, In general, 
tne paraon, 1f ant

1 
aot1Taly in onarga of tne proJect 

1e l iated firat. 
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tax ware axaa1nad , 

and IUaa Coyle) 

(llr, Barrlaa 

(2) A aaaorandua daaor1b1ng the treatment 

ot oapital ga i na and loeaaa under the 

Br1t1eh income tax waa prepared , 

(llr. Atlaa) 

(d) Inventory protita 

272 

(l) A report waa prepared on the poae1bility 

ot ua1ng a prioe index in order to apply 

the laet-1n tirat- out aethod ot inventory 

valuati on to retail trade and related in-

duatriae. A aummary and or1tioal ap-

pr aiaal or the retail method or valuing 

inventoriaa waa also prepared. 

(Kr. Buttera) 

(2) A a tudy or l&at-in tirat-out inventory 

pr actice during 1941 •• revealed by in­

co•• tax return• or ael eoted compan1ee 

waa prepared, 

Kr, Bart) 

(llr , Campbell and 

(}) Several aaaoranda on inventory reeervu 

were prepared 1n oonn.eotion with ~he 

Treaaury'a propoeal to allow oorpora­

tiona t o eat up auob r eearvea. 

(Mr. Buttera) 
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( e) Taxation or oredi t acoounta 

A aeaorandua analy&ing the probleaa in­

Tolved 1n iapoa1ng a apeoial tax on open­

book or charge aooount oredita waa prepared, 

(Mr. Harriaa and Mr. 8litor) 

(t) Exempt corporati on• 

(g) 

The exemption granted to charitable, educa­

tional and other non- profit corporat ion• 

Wider Section 101 or the Rennue Aot ie being 

euained, (Mr. Shultr. and Mr. Hellborn) 

Corporate indebtedneaa 

An analya1a or t ne probleaaa involved in 

granti ng tax relief tor corporate indebted­

nee• baa been prepared, (Mr, Oaaapbell) 

(h) epeoial tax on tne income trom war contracts 

A meaorandua analyzing Senator George ' s 

propeaal tor a apaoial tax on incoae rroa 

war oontracta waa prepared, (Mr. Cupbell 

and Mr. Bart) 

(i) Fiaoal zear corporation• 

The queetlon whether the new corporate ratea 

ahould apply to tlaoal year corporati on• aa 

well aa to calendar year corporation• waa 

analy&ed, (Mr, Atlaa and Mr. Buttera) 

(J) Foreign t ax ored1t 

'!'he operation or the rora1gn tax ored1t with 
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reapeGt to United Statu Gorporat1ona 

deriYing &11 or nearly all or t heir in­

coma !rom aouroea outaide or the United 

8tatea, with particular re!ereno• to thoae 

corporation• operating in South and Central 

America, waa exaained, 

(Mr. Caapbell, Kr. Atlaa , and Kr . Zolot) 

(It) Conaolidated return• 

The probleaa inYolYed i n ooneolidated re-

turns are being etudied. 

and Mr. Pritchard) 

III, Exoeea Prorite Tax 

(Kr , Caapbell 

(a) 8tatiat1oa r e lating t o axooae profita 

taxea were analyzed and propoaala f or the 

reYiaion or the preeent exoeae pr ofits tax 

law were atudied, ( 8tatr aeabara) 

(b) The relief proY1e1one under the axe••• 

profit• tax law are being etudUd. 

(Mr, Caapbell, Kr. JCei th and Kr. Zolot) 

IV, Eatate and Gift Taxea 

Propoaa1a to r eYiae the eatate and gift tax•• 

are being analyzed, (Mr. Karr1aa) 

V, Tax Burden 

A atudy or the d1atr1bUt1on or the eat1aated 

1942 tax burden, by net 1nooae ola••••• 1a in 
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(llr. V1okre;r) 

VI. Exoue and Sale • Taxu 

(a) V&rioue ph&eea or exo1ee taxation are 

being 1nveet1gated. (Mr. rar1oleti1, 

Xr. Due , and Xr. Prewitt) 

275 

(b) 8peo1rioationa are being prepared tor a 

Federal retail, wboleeale and aanutaoturere' 

llalee tax. (llr. 'llart1n) 

(o) Keaorand& on pbaeee or ealee taxation and 

tne relation or ealee and otner taxee to 

tne price etruoture a r e 1n prooeee. 

(Kr. Poole) 

VII. Ooapuleory Sav1nge 

A aeaorandua analyzing tn• probleae involved in 

ooapuleory saving• ror 1nd1v1duala 1e in pro-

o•••· (llr. Barrie e) 

VIII . Poet-war Credit• and Reeervee 

(a) A ae110randua wae prepared anal1&1ng tiM 

propoeal to allow oontraotore a poet-war 

credit, tree ot tax, equal t o 10 percent 

or aav1nga under eet1aated contract coete. 

{llr. 111 th) 

{b) Aaounta or corporate reeervea available ror 

poet-war releaee and tne preble•• involved 

are being etudied. (Xr. Seltser) 
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IX. Fordsn Taxu 

(a) A auaaarr or change• i n Britian taxee pro­

poeed ror tne rin.ncial rear 1942-~3 w.a 

prepared. (Xr. Atlaa) 

(b) Deacriptione or collection a t aource in 

Great Britain, C&nada and Auetralia were 

prepared. (Xr. Rarr iee, Mill Coyle, 

Miee Wells and Mr. Brambl e) 

(c ) A m8&orandua on the operation or t he 

Briti sh poet-var credi t vae prepared. 

(Mr. Atlas) 

(d) A r eport on the quantitatiTe aepeot or 

fe~eral-Puertc Rican r1eoal r elatione 

ie in proceae. ('llr. Zolot) 

X. Special Tax on Agricultural Real Eetate Profi t & 

A aeaorandua analy&ing the propoaal t o iapoee 

a apecial ataap t ax on prot1te r roa tne eale or 

agricultural real eatate wae prepared. 

(Mr. Barriaa, Mr. Atlas and Miee Coyle) 

XI . Boutin& Auignaente 

• 276 

(a) Fortncoaing Treasur y puolioatton• were re•iewed 

and aign1ricant etud111 were analyzed. 

(b) Correapondenoe pertaining to tex matter• 

waa handled . (Starr aembere) 
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(o) Treeeury aater1ala 1n tna record or the 

Heer1nga before the Waya and Meana 

Coaua1t tee are ba1ng ad1 tad, 

(M1ae Coyle and M1 ae Hugnee) 
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THE WHITE HOUSE 

WASHINGTON 

June 18, 1942, 

M!:!40RANDVM FOR THE 

SECRETARY OF THE 'l'REASURY 

What should I do about .thiet 

F ,D,R. 

•• 

--
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I • a JOWl& -· \hl.nJ•AlM ,...,.. ol4 an4 80\Mr ot 

- or U.. .arrie4 \o a ra41- •'-~10Md a\ Lakehl&l'a\, 

\.el'1'1'11le war a\ar\ecl t Mft U.Ue4 Go4 t.ba\ II,J ohlldren 

Ill 5lr'la• I -~· to.~! CN\, -.wv, \M\ wa are au lll 1\. 117 

4a~olh\otr' •• ••11 aa IIJ •-ln.-law h la 1\ aa I t'll.llJ realue4 llbell I beam 

\hi 41aaa\er a\ Lakabun\ \be ot.hel' daf• I\ al&)l\ eo MlllJ ba•• 'Nell 

llo71 .., 4a\16h \al'.. bu MAd. 

U a lNa7 bou .. lte, I feel eo helphaa. It \bere ••• 

•-t.hl-a •orU..hU• I oould do: !1M olllJ \lUlls I oan do u wrl\eo I 
• 

Ju\ t11l11M4 a ~k 11h1oh I ba'fl 04lle4 •oa tJUm .vna ww• aD4 • -

I •ollld llkl \o de41eaw \o Ula Mlerloan people. •• ba'fl ha4 ao • rv­
aboll\ '!be l.aa\ \lM I aaw Ill \lel',e\1. ,e\o.,ek., t.ba\ I \h1nk •••r'JoM 

tor a aoo4. wbol••- AMnoan no'fll. 

1f:r a\ol'f h a'Dol&\ three taa111 .. l1•1aa on t.lw lower laa~ 

or ... Yorlr. aD4 or t.belr rel&U••• ora \be apae1olla taraa ot w .. \POr\, 

~aaoh.wta\\1. lt. 11 \he a\ol'f of AMrtoan people •»•• u., .. are Jill\ 'oa• 

t.ba a1111oaa et people •boo are reallJ t.ba MokboM ot 

ror, l'161U'dl••• of boW -.nr \~ t.h•7 are Jmoolr.e4 down, \bl7 u-

1&114 r15)l\ llda "~'• 

llr.Jl-nel\, w111 701& aoaep\ \11.11 am&~or1p\ u a alt' 
\be pr.Needa \o repl.aolaa \boae \wo bllaPI \!!&\ •ore doiUOJM a\ 

N&l lad ••1'7 -h au ... 

A114 \a '-rleat 
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I M a JOWlS-. ' \bli'\J-Aiu JNn ol4 an4 110t.her of 

- of ~ ..rrlecl \o a ra410Ma auu_. a\ z..kehll.l'&\ • 
• &1114& \hl& t.errlbl• ..,. e\art.ec\ I ... .,. \baakecl Go4 \ha\ 81 ohlldren 

all prl&, I ~· f..-4 CN\, -.w.wer, \!Ia\ we are all 1D 1\, 1f1 

1 .. 1!511\•ll' &a well U 81 •-1D-l&W U 1D 1\ &8 I fi&UJ realUecl wileD I ll.ean1 

tU 41&UWJ' &\ Lakelun\ \be OU\el' 4&7• l\ 1118)1\ &0 M&11J ban NeD 

boJI 8.J 4&\l&h\a'18 bMa''-Dd• 

Aa a '111&&7 bou .. lfe, I fHl •o helplo... If \here wu 

•-\hl-s •orU.WIUle I o~d do: !lie oDlJ \h1JI6 I oan do u wr1 '-•• I 

jut. nauw a ~IL 11h1eh I ban 04llecl •oa till» APtJa .ucnw• u4 • . -
I • ollld lllw \o 4e4Uat.e \o \be Aaerloan people. •• han had ao •111-

&bou\ •n. laa\ t.lM I •• 111\ler,ew.,et.o.,et.o., \hat. I \h1Nt e-reJ')'OM 

for a &oo4, ~le•oae Aaerloan no-rel • 

., 8\oJ'f u abcN\ Uu-M faa1l1 .. UY111& on t.be l ower laet. 

ot lew Yorlt an4 of their reJ.at.l-r .. on \be apa•lou raru ot Woo\por\, 

the 8\oi'J of Aaerloan paoplo wboM Un• are jut. ' 0110 

\he D1lllou ef paople wbo are reollJ t.be '-oltboDO of 

-~-· J'or, J'e61U'41eo8 or boW D&l\l t.~ th&J are laloolted down, \lwJ ol­

land right. alde liP• 

ar.a-.wel\, •1U Jflll a .. ep\ \ h.U aam&.&or1p\ u a &1tt. 

the proeeeda \o repl&o1JI& t.boa• \wo bllape \bat. ••re d.H\1'07&4 at. 

rln 
1
..,.. 860 1 wrow a ~ eD\Hled •na al THB aM,. 

1\ 1& &\111 'NlJI& wldelJ read lJt \a.. ll'IIJ'&J'le& lD \h.l& MO\lOD && JOil 

nrlfJ lt 7 .. laq\&li'WCl a\ \a.. J'a11 Jl1YIII' Jla'llllO L1W&I'J• 

., ..nt I a-, 18 ladlDI la wollalq\leol -.1 01\lJ \be &4• 

'

aaot.hG' eYMP'• et .U\ 

ot a vm r 8&Mol ..... u.(wMeh u jU 

Morloaa .. de ...._ 11M ,. ... ...,. II1JI4 w 1\) • _, e)IN'a0Wl'8,.._." ... ,are 

l'8&l &ad Yei'J -h allfto ., ~ l8 81 .... • IIIJ I ....... \.., Welt \o J.-&f 

AD4 U Merleat lfSTIMlJt ().t.cA..~~ 
~~-i!!..~-

' 
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lllllo 18, 1~ 

Dear Dona 

On tho obanoo that it hat not 
been brCN~t to ;your attention, I wlah 
to lntol'll )lOll t hat a total of 888,VCN. ton. 
ot cargo pUPohaaocl b7 tho I'JoocUP .. nt 
Dhhion ot tho TroaaUPJ Dopa.rt..nt tv 
tho iuu la n Lend-Loan PJoocraa .. 011 haM 
•• ot Jllllo 11, liU. 

In now ot thla d tua t1011, I 
would like to han JOU Uri .. Ul wilothOP 
70u whh ua to oOiltlnuo our pu.rohau ot 
aterial tor Ruaala Oil tho , ... aoalo. 

IOUI'a alnoarolJ, 

honorabl e Doaalcl Jl. lllolaon, 
Cbairaa, .. I'JooduotlOil Boarcl, 
~&ab ington , D. c. 
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THE SECRETARY OF' THt T IIIEAS U AV 

WAaH I NOTON 

Oear Nr. Nolcon: 

.1. rovlew of the roporto that vt han 'on the Ruaolu 
Lto4-Let.tt Prograc ohowt t~-'>t a total of JJ8 ,9011 tooo of 
carco purchaoa4 b7 tho Procur .. out D1v1olon of tho !roaour1 
Deputaoot vao on hud on Juno ll , 1942. f hh accuaulat1on 
vao duo, •• 1011 know, to tho lack or available oh1pploc 
ac:o...,4atlono tor l!uu1&D cargo. 

I uo a4vhe4 t~ &D lo:;>rovu:e"~ 111 tho ohlppla« o1tua­
\loo 11 l i kely to oceu~,~hortl7 ao4 that ol artloc v1th Jul7 
It lo coot&J>pl&to4 t hat ~ to 50 oh1po vll l bo aoa1co~ !or 
th aoYOaut or lluu1&n cAoco. !hh DUIIbor co~rparu vit~ a 
total or 25 ohlpo t.tc1-"'ed t"'-t ho aovOllleot of ouch carco 
dW"ID& tho aooth of June . llor~nr , I u a4vhod t hat the 

::!!~::~o:: a;::~ ~~~·~·~~:::~::·~rr:t'r!:c~"!:~.b:~i: 
would. make anot her 40 to 50 ohlpo ava lablt oaoh month tor 
tho aovtaont of P.uu1an cargo. It h to tel thet Do deohlon 
on this DBttor vill bo roached vithln th pxt week. 

The propooed lncreaoa4 ohippln& ocbod e It appear• to 
::ae , l ttll'. pro101e1D,&. The aYalla'ble tonn.a&e 1 ache.d sucb a 
point, h?VeTer, that J ! t el you tb~uld bt f6ri ODa info~ed . 

Honorable Donald. 11. Neloon, 
Clulil"li&D, 
War Production Board, 
Wnohlncton, D. C. 

Slnctrtly, 
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TO 

282 
TREASURY DEPARTMENT 

~ I NT&III.OI"'''Ca COMMUNICATION 

DATC JUff 181M2 

Secretary Morgentbau 

E. H. Foley, Jr. 

Last week, at the request of the State Depart• 

ment, I sent Donald Sherbondy of the legal division down 

to Wexico to help Messersmith, our Ambassador, on freezing 

control matters and alien property problems which the 

Mexican govei'IIJIIent was working on. We have heard several 

times through the State Department that the Ambassador 

regards Sherbondy 's work as of "great assistance to the 

Embassy and to the Mexican Treasury authorities during 

the consideration of many provisions of the proposed de­

cree • • • and during the early days after the passage of 

the decree in order that they may lend their experience 

in the enforcement of the law. • The State Department has 

asked that we allow Sherbondy to stay down there for a 

few weeks longer and I have said that was satisfactory to 

us as long as he was of help to the Ambassador and the 

Mexican authorities . 

I think this case is of particular interest be-

cause it shows that the competent men in our mission are 

.. 
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anxious to have assistance from the rest of the Govern­

ment but it is the State Department that prevents such 

cooperation. On May 23, as~oon as we heard Mexico was 

thinking of declaring war on the .A.xia, we suggested to the 

~tate Department that a Treasury man be sent to Mexico 

immediately to assist the Ambassador on freezing cont.rol 

and alien property control problems. The ~tate Department 

was opposed because they thought there were more important 

matters to deal with in Mexico and , furthermore , Messersmith 

would not like to have a Treasury man suggested to him. 

1'/e repeated the suggestion to the State Department on one 

or two further occasions , pointing out that the newspaper 

stories indicated the Mexicans were giving a great deal of 

thought to freer.ing control matter s. Finally, the State 

Departmant took the matter up with ~!essersmith who said 

that the Treasury man should already have been in Mexico 

to help. 
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.. ASIIIl«:TTlN. 0. c. 

i"'" 
JUN 1 ~ 1942 

( t J • ;_ 

Tbe Honorable 

The Secretary of tbe Tree8U%7 

Dear ll:r. Secretary • 

Since there bu beeD oo opportuo1 ty to circulate 
the reports acbedulod for d1acuu1oo at the aaetiDC of the 
Boarsl or Econ.-ic llarfare, which .... to ban been beld 011 

June 18, the •••tiDe is being poetponod until 'l'hurodly, 
Juno 2~ 1 at l.OsOO A.JI., aDd will be hold in tbe Otrico of 
the Vice Praaidoot. 

!Ia are enclosing tbe Progress Report on Wooden 
Sa1l1D& Veaaela for Latin American 'l'radea, which will be 
diacuaeod &t the oerl aeeting al""'! with t he food report, 
eopiea of which will be circulated at a later date. 

Sinc~ral1~•• 
~A. -0 ~~ 
~DireCtor 

EDcloeure 

I 

j 

,'Y 
) 

( 

.. . -
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suruARr 
ot SECREf8s 

I'ROGR!5S REP<I\T OS 1100DBil SAlLL'O VESSBLS !'OR LATDl .u!3RICJJi 
TIWlES 

APProval• Lott.ors aro attached f'roc all inl.or¢al.od 118Cncies approving 
tl1o prouao and assuring eoopcration. Outetanding 1nd1viduale have boon 
conoultod, 

Corporation • Cortiticate and by-lat~e tor Inter-American Transportation ( 
Corpcrnt1on prepared under lnws or tl1o Ststo or Oola...,ro . 

1 

finpncing• Negotiati on• under way tor Roconetruction Finonco Corporation 
purehue of vossols acquired and rull t 1'1'1 th provision tor chnrtcr to ne" 
Corpcrntion. Funds necessary t or operat i on Md adcinietrntion w111 be 
obtainod tram other sources. Construction coats of 100 vessel s of 
vori oua types nrc not oxpeetod to oxcocd e?,ooo,ooo. 
H!!l! Corpomtion 17Ul Funct!.2;): Erlstin& vooools w11l bo acquired e.s 
oocn as pcooible . Up to 100 \"Cssels Ifill bo contrnctod for m.thin tl1o 
next )'O&r in Letin Al:>oriesn yuds . Corpcrction Ifill opcrntc and control 
'!')Ucla , e.oo~in& cargo handling to !)rincipc.l ot.ocmahip cc:.lpO!lies . 

IM'dinB Pro!rrp.m: Suitable <~Codon auxiliary collin& voaaols can bo 
wilt in lioxieo, CUte., Honduras , H1carngw~ , Cootn Rica, Colw:ibin, 
Vonczuol n and Rniti . Fcclliti co in these ond other conntrioa are 
boing ourvoyod , Locnl r.oodD arc ostir.lntod !lllfiiciont for most needs , 
excepting op.:.ro , Considornblo other me.to1•1nlo can bo ouppliod locally . 
Tho l'fnr Production Soard, tlnritir.lc Co:nmioaion, ;Jtwy and the Board of 
Economic Wnr <o.ro nrc agreeable to grllnting prioritie s on nocooo::.ry 
ootcrio.lo tram tho United States including OINlll dioonl power units . 

Operations Schedule : Corpcrotio.: \'llll attempt to havo 25 wsscls in 
opcrntion by Fo.ll of 1942; 50 vooool o in tl1o llinto1• of l 94JJ 75 vcosolo 
in Spring of 194J; 100 vc1sols in Sucn: r or l94J. 

, .. 
• 

Opqrntion: Inouronoo enn bo pro\'i.ded by Pnr Shipping Adcinistration and/or 
privuto coc:po.nioo , Full covon:.gc v11l run nonrly 85~ of wluo . 
to =· only crov protection awro:dz:nt.oly ~ nnnuo.lly cstnbllshing f\md 
fro::: oporatin& rovcnuoo for other eontiJJJcneios , \'!codon vosscl prcoiw:ll 
ooa:),>bat h1Shor ti!M on steel vco:olo nrc olisntly red-.;eod if vessels hllvc 
nuxilinry pc:r.r , Vooscls uilJ be opc:-c.t~d under tore~ tlegs . Crom1 
41'0 nvullnblo in LntL, Ar.!crie:~. SO<lC ... otero o.nd mtos and onsinoor o can 
bo obtained in tho United Smtcs . Oporcticno end movoco:>t or vessels oill 
bo onrotully controlled to prevent their boiae of bonoti t to ono"''{ and to 
pcrcit thoo to be of holp to tho Navy . 

~t ygpoob Cpn Co.m : Tho vosaolo or.n ollrt'Y o.lmoot any typo of cargo 
11it!l tl1o oxoopti on of rotrigo1.._tcd oo.rgo, cool , and eros . It is ost1Mtcd 
that 100 voeoolo o.vorngL'lg J50 tons over lens o.nd short runs eM cllrt'Y 
nrPr o:dmnto]y 1 , 000,000 t ons of cnrao in o. yo(\r . 

Rpl£tivo Cggtp of' Opcrqticn: Opor~tion ror w.ri ous typos of \roodon vosoola 

should o.vornso approxi=to]y ~ 11s noroo.l voeool • . 

Ugoa or Voppola : AI:rplo nct~d for voosola doQOnst.ro.~ tor diotributi..'l& 
loco.l 9USOC8 

1 
or>:>rg<>DCY foodDtufi'S o.nd 0000 long b®lo • 
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Juno 15, 1942 

PI\001\F..Sl> REPORT BY T!!B CCA!RDD!ATOR OF INTO\- IIllE!\lC,Ji •• FFI.IRS 
ON 

TilE 1.C¢.UISITION, CONSTRUCTION 1 • .!ill OPERATIOll 
OF 

\.JODllN SJ.ILING M!XILIMY VES~ELS FOR TtiB INTER· AIIE!'tiC;JI Tru.DFS 

!luring tho peat t uo r1eoks, conoultoti ons ·hnvo boon 

~old mth conbor s of t ho i!nritl.t\o Cornml.eo1on 1 tho rlor 

Shi pping Adnini str ati on, tho ~ic.r Production Board, tho Dcp:>rt­

cont of Agriculture , end tho Dopcrtuont of COI:li:IOrco , Outside 

or tho Govorm:xmt ;,gcneios , the folla.:ing s.. " Ust or 80<iO 

of tho privt'.to individuc.lc wo hc.vo Cllao :'liviaOC: tllo Coordinctor : 

C,J'T .. IN L . ... SCOl"l' 1 fornorl:y 01:nur end oporc.tor 
r:i th hia brothers of n l"l'gc no"t of or.Uing vossols 
undor United statoc ro;si str;r, He hne c.<'v1oc<l on 
rn.~ttorG of Acquisition, conatruct1on , nnd oporc.t1on. 

Ill\ , JOliN ALDEN , conai<lor<~d one of tho r or ouoot noodon 
vooool dosignors in tho United Stntoo, hrA odvinod 
on quuot i ono·of dco1gn . 

l!R. J.t..NUEL ilU.NCO; ooll- Jmom buiUor of noodon wssolo 
in Cubr. , toecthcr t;ith hia pcrtnor Nr , 1/Ulion Borlw, 
hovo cubci~tcd vcosol ~osigr.s for Cuba , ootiontod 
tho fncU1t1os ~d costG of buildina, otc, 

HR , • .LBERT D. \.,JIRFll , =:>Ori on cod be.' t 'build or end 
a:Ulor froo tho Bey Isl4nl!s in Uondurca, h:>a rocOr'llOndocl 
t ho typo of constructio" to lo undort::J<on in t ho Bey 
Ialcndo nne! osti=.tc.<' tho costa of production r.nd 
buiU1ng. 

!!R. E. I. Cl!I.PSLLB, boc.t designer fran CMbriclgo, 
l~lcnd, advised on dos1gnc . 

; 1R. JOSEPH N~>DI.LL 
1 

Prooidont of tho Chcnbo~ or COllllOrco 
in Ha iti , ®viood concorninc ~he boat builGintJ r~.cUi· 
tico in llniti . 

, .. 
• 
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SR. GtJST/oVO BI.CHI~, l'Oprotont.ing t.ho Colonb1t.n 
Go'rormont 1 1nd1octo4 t ho intoroat ot hil OoYornoo:nt 
1n tN1l.dJ.ns vaaotJl a in Bc.rr4.1'1q,u.Ul4 CJ'I4 co.rtaconn. 

m . c . D. llf:IJ., ""• 1a ccnaldorod tbo outortc:.ndtn, 
oxport. = t.rop.lc.rJ. \iooda, ut.l coniUlt.od on t hit 
cubj~t. 

m . E. Gi:M'S, ProoaJ4ont ot tl:lo t"et.o:r-.r.n~~ St~ 
oM;> Co'J>O"dl<lnl ODII 

K!l. R. R • ..O.U.SS, Exocutln nco ?residant ot tbo 
Ct-...co L1Doa, ooro bot.h consultod vitb r cforonoo t.o 
the t ouibU1t7 o! tho pros:re.o. 

•. mov •. L :n IJ:'l"EIU!STED •• ou:cm 
Tho Coordi.nc.tor hM roooivo! lottoro cp:-rov1na t ho 

progr.en and aa8Url..na tull oooporct1on t'r'oa tbo Dtptll't.uOnt ot Ste.t.o, 

t.bo lk.V7 Dcpcrtoont, t ho Dopc.rtuont o!' CCXIDOr co, :mit.ino 

Cotd.lsion end tier Shipp.lnc ;r.ln1n1stro.tim.t, l'or ProchacUon 

lct'-C:ra cro at.t.u:bod t.1) t~a ltcport.. 

l'CIU0.110H ,-"!) PDl..NCDro 07 TilE COIU'OIU.tiCII 

Tho Coorc!J.nctor 1\ca d.rc.tt.ocl tho ccrtitiocto ot 1noorporc.­

t.ion ~ by-lc.\1'4 t or t~ Int.ar-/.oorlecn Tr onoportcUon Carpo~ 

tion, c. oon- protit oorpor ctlon t.o bo t orocd UDdor tho l4tr1 ot 

tho StQtC! or Dclt:.ro.ro, to bodn opc.rc.tione lul71, 1942. 

Tbc Corpord.lcm c-W bo QrlpeleOJ"CCC! t.o cOII.WtNOt., ~~ 

c.hart.c:r 1 ar ot.borvt..o coq\dro ell t~ of YOa ... l.a on4 t.o 

OfiOrc:tO t~ InDO t~ itt Ol"n tecllit.1o-a, b7 cont.roct vitb 

.,--.i•t.1n.; COl '])Cllia!l or through e~1t1 vh1c~ -.v be tor lle() 

f or oa)Ol',. t.iont:l purpo)le.a . Tho Cor por&t.ion wl-U. h&vo all the 

~~·• n.cca..ary to llff eet.•lllt.o i u pw'?Oittl ln u .. cctl.atf'\II::Uotl, 

•c~.o\UIIition an4 op~r&Uon.a o: \..'\t nuell ~•=- He eootrol. 

It. l' ~f1A1t.elJ \!n!Hl'ltocd • t.M Cootd.i.M:wr U.t ~ .. 

M•\A•· 
tltcotia~l~s are nO"t W\d.er ~ r-1t.b the ~«!>nii~QUQl\ F1Mn<:e 

Corpora.~ion provlding rc r t. contt•act '•1t.h t.he nv" cor porllt1on under 

•hlcb the Reconatruetioa l'in&.n<:o Corpotr Ucm wU! pw-e!'.aso froc t.t. 

n .. , Corporat.lo:! t.~ eh!pe tc 1uJ~ or coneu•uet~ ~· :aid oer co-rpora· 

t.1oa. ft:o ahlpa -'0 t.e.ll-irt... t,. W ~oa.atr.lii'Uoo flnL"!..:. COTpc'lZ'at.ion 

alll \htft M ~han~ to t.-~..! a...- cor;ore\io:a n en ~ e.l:ll.rUr 

nte, pluc t.ho ~.t or 1r.t~voaa nK-euary to prcwi<!e l.~-:• 

aat.itf•ctof)' t.o t!.o P.o~onatr..&cUon ; Jnanu Ql)rpott.ttoo. 

'/ht 1'\f", cortnn,tion wt.U obt.e1n ""' t\Jr):is necosnTt 

\.0 pt,Y :ur tho1 <!0*1. of OI)Q~tt<.~n of t he veutle, ~i~CI ':. her dt.b 

U'.o lilbor~or hiN, And ins-uranu j)l~lU.•ll w t. of tJM c~p1tt..l 

C\Na o!' u-. c;"'r.:10n.Uon Atld I'Ucl'l MoO\Ult.l u 1t. rq receive 

tn. fnLC:1t. hot.«'a. UM- ot.~r IOW'C•t· ~"'" «.pit&l ~ ot 

the cor.,orat.1cn, 1."l L!: ~oct. ~c., .-tU 'be obt.a.il'l.ed ~ 

Regraded Unclassified



Th• CooNlin.e.tor on beWt of tho no,- corporotion rro10 to\U'cfl 

other "the.n. of Roconttruct.io:t 'lnti!'iCO Cc;.rporcrtion. 

J.ttL-ehld ~r..-U..b b the orp.ni_:.at.ion chert ahlw1ftc 

..,_. the Corpontloo •W "-'et.lon. 1;. 1s 1ntene5e4 to u.p 
U.e fitA!~ t.o 5 ai.oie:ua b)' Cotltl'$Cting fiit.h t );:i&tiJla CO!Ip6.fti .. 

tor &a~ ct the Corpo~~tion'a duties and functions·~ 

tl08S1bl• £nd cconom1od nnd t.hue uoi<l dupld,cotion ot ftdtc;1~t.o 
oxlating fceilitioa. It 11 ~lc~ne~, aubjoct to c~co, to 

eeeomplish the Oi:.in fW'JXI&U o! tl".o proQ:J't'JJ &.a toll!l'tl ~ 

(e) J.Ci$1S1t1yn Of izi&t\nr ~6!0tla 

E.-!ctlnt; t.lf'U u •• lleble wou&la, not. ret!U1n6 bJ the 

lfo'rt or ~ I ar Sni!"Pir._: A l-:!1a!atret1oo, t:>Ul be SUM"O)'td, 

t:Cqulrt.-d b;r 1-W\-~&e or cMl"'ter "h•n INit.::.blo, f'CJT tht t~ccount. 

ot tN. Kceon.-.tructicn 11nAnct OorpoNotion nnd llll.de ror.d;y tor 

toe in collt.bort•tion wiLh the Ur1r1t.imc Ooa-:-J.aoion and t.ho Wor 

Shippin.a Ad:c1n13t.rt.t1on rnd 1A turn etll'.rtorod fro::- t.ho Recon• 

ltt"W:t.tor. financo COI\)Ol\.t1on rtld JutT.ud ~or to tho Optra.\.1061 

DlY111oa. of the Corpo:rc.tlon. 

(b) Deair.n ~end Coo•s.rueuan oC (fer ?caself 1n Lrt.la:f•rtttt~ 
6U"t'1CfR It rde 

The Corporo..Uon 1nt.t.naa t.o O'-!.J'17 out this t'unct.ion dil'ectl1 

by emplo;ying on eE>ln:v or c.a conaul~t.a: propo:r cloaiputrl, con• 

•tl'\lctortl, su.purviaor1, rn.:-1 ttold men . Tho Gorpo;n.t.ion will, 

1tborever for..aiblo, <'rtt.~r into dlroot contrect ror the nccOW\t 

ot t.ho R&constnxt1on fin• .nco CQI"J)Ontt.icn with ,, tu.U.l!.ble iJ.t-

t:ivlci.uel or rroc:p in each LLUn ioorlun cwnt.l')' uhert 

conetriJ.ction ·.:1U bo undert.Uen, Ill~ 1nd1vi~ut>l cr SJ'Qtp 

to be respons i ble ror the entire procru 1n t.b.c.t. tQlrl.t.ry. 

ln::otu- c_.e ';)CS.Sible, tbt- Corpore.Uca 1-·1U aldeuor to c«.trc..ot 

(o) OrMraC.icn or All Yruolt Ctw.rtg-< br tht CsncnUC!J 

The veseela eht..rtertG t r \he Cot?O!'aUoa •Ul be opeNt.C!d 

unlor roroign rlt.e• 1'11 ~h Opert.Uc.."'a Deperteent i n eloo.e 

collab-croticr: uith th'- Jc.r !'b.i~inc, l..d.A!rdotrat.1on, and with 

t.he appr0\·£.1. or t!le ;_lt.V)'. 1he Oporr.•.!cna Oeyart.cent vUl 

.. ~t.Un it.-a y.-iLcipc.l o,c:nUr.c o!!ic:e ill ' $U.ltLble UA!Ud 

!\.&WI tal! pert ax: ~ve *'octl e-r tr-a..xb d'Nc:ea ln aueb 

ct.her t:nit«! !iU.U!:s Ol' toreica rcrt• t:a eq be necNHJ"7 to 

control ::~ovc..r:cr.ta or the vetul• ' ~"'l to erteet. \heir ;n·oc.." 

loc:.c!ln£: , Wlloadin,c, 1...c.1nto.D(1ftCt , au~li6G1 repelra, or&we, 

•t.c q enl rrl.ll t:uume ~1roct.ly c011tt tor acrh urv1oee , lnolud· 

tnc voaa.ol c.nc.l. ere"' .ir.o\U't.nc•. 

~e ;-:~ o.: ..rae cutco• ••!ll be :..u:!(:Md ~o oa• or 

aoro or ~t.c ;:z-1r.ci.-,l :::lit-. ~tu St1.¢or L!Lts a,.rttil'IC 

.. tl •• l.CCCII.mt. c:f tb ~tlc.n. in the Lt.tin :.:=,.dc:t.:a tr't.t ... or 
~le bill• or l£di:.C, c:aowlu ':'hOlt 1 lni. s nW bOCIIt Co.r';too.t • 

lnvoieol, atev0C:cr1r:c, (l.l'll(! t.ll !'ol.L:..C:: Gl.t.t.ua. It 1a beUned 

t. cr.J.eol t.o t.be Corpor''-" L~.c.t. Ua net.!-:00 ,,ill .1rOYO tl•• ::t.OS ocoo . 

1.1on c.n! ,.ill P,NVWt.. C:u('l1C,t.1Cft or extat.inJ: fteillt.-lCIJ . 

Regraded Unclassified



'The CorporG\.1c,n "Ul c.cquin COT' the occount or the 

ReoOf'!ttructicft Pinanoo Corporat1"9'1 'lrit-h the auht.onco ot the 

tlr.r S~..ip,>int; lltninia\rc.tion , c.vdbble c.nd: euitable uilt.il'l& 

vu~el8 cul pl ace them in o:>ort.tion '-• ooon c.e po .. iblt. 

"71th ttl"" exct,C.lclla, Vtllt.b c~u..i.roc! 0!' built ~•r t.hlt 

pr<:ErCA ·ofll be Ull(er 1,000 tone tec,~ttei(:ht. ce;>c.c.1t7 • 

SUrr6:ra cc.dc t.o c!Lte l.!y t.he 7u Shippinr A4:1n1nrc.t.fClft 

inlic.tt-c t.hLt., u of J une 1, t.1. let.G"t. 8 r~en tLllir.c veuel• 

or ~6r 400 not. rt:itterod tonft nere 1o oporLtien not rolt~ 

ln cdc!1· 

ttcn, c.noth~r 0 to 10 ac.111n: veueb or noro t.h&n t#J atot. 

re,:bt.eroC twa -o;,.dr-tnc 11<ae ropd.:- "c.ro orrerod tor Klt. 

;,. lLrcer nun:..tr o! eDL.llc:r Y03K..le rer.uir:Lac l c:.t Ill ttrt.· 

o.iQ:8u-e d'o .:..vdlt~lc . :. co.!"'t-.J..r. m:::bcr c~ ycn:W ow 

o,G~~.in( bt tbt Llt1r dlOr!cu. tn..d;:s u~ O!:mO.:. by Lc .. fn 

~~~ric~~ tnt.~rcat.a ~~ t ot ct~r,ri"' ~~sGr.ti~l ctrcoo• ~ 

r..ro o!'tol·'Elt for o~e. In ell , it ia 10C1c.c.t.od t.ht.t '"t. hGtt 

2~ t..ot.ll vu:oob , t.ot. r tc..uired by e;itha!' t!:ct "!nr Sh.ij)piDU 

J.t:.niniot:-c.Uc:c: cr- tho l' .. vy, cr.n '->c c.cc;:\:.irOC: by tho Corporctior. 

in tb... oc.c..r t\l.t.ve. 

~t;"S':'RUCi'!lr" t:x? v:ss:as 

The Ccorc!n.tto:- 1• c.'!>l e :..o re:>art "-'le rollort.nc ct~1-

t.tcncl 1nforec:.t1en rc;ccrt'tnr t.ho ccnatr.·et!m or .. oodc.n Sc.U· 

inc Voea4l: c..ne. nooeon ,:uxUic:ry SU.lin(; vuac.l• in w.un 

(a) '7hat Si?.co and Tzpgt or Vouola C:m nest. eo eunt. 

Throe autod. echoonor1 with a d.c.mr.iibt capa­

elt.y or fl"'C 3SO to SOO t.on& &ro t.ho largott voucl.e 

that. can be rut.&bl:r bti.Ut 1r eoat ~ )'al"d... 

'!be vrtncip3l dcsiJ;ntn v...d buUden 1n Ud . .a ~ aro 

nCM :.ublait.tin.s doa~ and ~odata . the~ 1dll bo 

ci\C'Ckocl and appl"'vocl by t.tlo !OI"CC''ot Unitod St.at.CI:s 

navDl uehit..act& and buildcn ltld noster "ork1nt dr.w-

i11~11 propnrod lltlOJ'O nccou.ory. lt. t.Pf'IOtr:S ~rob:.blo 

t.h.nt. a !t:wr l.arf:;cr voeoclo , t,M,,c;-mut,..~ o! too to 

900 dcMwoir;ht. tons, c.tJ~o W hUt tcr lotlr nm::o. 

~0 nfll be the lar~ .. at. WIC~I it U ftl4."lt:.od C.0 

M.tt.:.orh.o. 'ibo p~ o.t t.bo 2SO ~i!t-t. t.oo 

achoonen r.01t OOins b·illt. in t.~ nc-1.rde.an a...,..bllc, 

will bo adopted for coz,.t."'ct1on in yards net equit";)Cd 

t.o build larger voaaole . Conntruct.tcn ot C"'allor vo:aolt 

for chort. eo.a:>tal rune \Till be !,ln.dortalcon who:>-< ncOO:I-1-&1")'• 
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(b) Nel4 <vr>m 

~'111'.&J7 f!old S'CJ""'')"t ot lN.1ld.1ne tacllit~ vt 

:'lOW belr., aade L'l Vennu9la, Colcr.lbia, Ch.Ue Mel Central. 

A:wrlca and bpotci &l. ceo :r1ll be despatc~t4 ilaediately to Ct!ba 

a.rd ''oxieo. 

(c) H011 1'i111tY Vebsels rlll be buUt 

Unt il aurvoys ho.vo beon eaz-pl e t.od i t 11 not pouible 

to p~.o.N & buildir.g sc!ledule. HO\'Iav•r, o! t ore to build rc­

coiv«l !rat~ Cub:1, 1fex1co, Hond.ur a.s, 1!.o.1t.11 and t ho Dominican 

rtopublic 1 t.ot.aJ. l'!C.3.!'ly 100 VC300Cll ri~OUt 1r.el\!d,i1lf facillttes 

if) ot~er Ce.!ntr!ea . !t 15 nbn.-,:ed t.o aaathorho 111:'-oN.iate 

conatruction up to SO Yt"a:sela and t.o dc:._.l~ !acUities tor 

14111t.1cr..al eor.e:tn:c:tioa 1il:' to 100 THMl.e all to ~ &11TU'Od 

b:r ~o ~ of 19~3 . 

(d) 11an -'Ul t.ho N..rst \'cesele De n:o!dY tor ".oa 

Con-..r~ta tor nc:nr co::s tr.u:tion ';U) call tor dollv~ry 

ot tho tirct. ·to:~-o.Us by early 194) ; acq\d.r od vci'leolo 111.11 be 

f\laood 1n opoJ·.a.Uon b.:tforo ~at. data . The Corporation lrlll 

unduavor to lu:vo 2S vcssol s in opurat.ion br t ho t all ot 19~2, 

SO vcatkllu in :o.rlJ· 19h) , 7S vot:oola by lat~ S~rin(! of 19hl 1 

and 100 •enola by tila s~r ot 19lo. 

(o) • bor; -ru the Yu!!c:le f'o tuUt. 

tbo T'C#Nls will be !:Ju.Ut. principally 1n 'fold.co, ~. 

Ccn!.r&l kcriea.": c~riolS, ...o~ia, '10t1C&\U..la, fld.U. , 4!14 

tho Dc:a!ntcan lt...""'pu.blic . F~ll.it.1\,:t an; ~ ... 1.. """""')'\!ld ill 
BraaU L.,d ChUe 1n ~~ ccrt::itt"Uct1on boc.~t C:o•1rDlo in 

thoco count r1ca . 

9 290 

(!) 

1.1 1ndJ.c:st.od 1n tho pr.:rrl01,11 &-port., CODil.rucU.O:. aM 

ai)Cl\lili t.ion U l:Ndcot.od ~t. ~ RX1.z:l:ula eost. ot ~ a dotcht~S.Qtt. 

ton ru.o4y tor I O& and vith pawar instAlled. Thil t~ 11 

~sod. upOn oat.i.Nt.OI o..lr~ roc.,iv3d 1'rora tot.1n J.mortoo.n 

buUdora, o.nd quotatiON on «<ist.i"i v.tnola . Aaa\llflina that • 

n oot. ot 100 vouols 1a butlt and aequir.ld 4YQ:rn.ctnc .)SO 

do:~dlt.,1£ht. tons f)l}r Vlltaoll , tho tow.l eost. ehould opproxitw:to 

Z7,0001 000 v1th cdd.itioMl vcasob 1n proportion. l'tlo cor­

porr.t.J.on will o:rtond ov.:.r.r ortort to obtdn ws~l.t ct. lCIII.lr 

COl t . 

A et.w:b' in F OCo.ta 1nd1.cstas t.bat. 100 .,...,.au l.t ot 

var 10UI 11~• opu:N t.ina OY;.;!' l.ong antJ short rout.<~l 1n 

t ho 0u1.t end CU1b'boan er.uos ~ in t-ho 1nt.'2r-1da M tradoa 

should, ov0:r o period ot A yoor, bO abl.J t.o mcwo aPfiii"''X1.MtA11 

1,000,000 t.ona ot carao. 
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!'he advieo or tbo Forost S:1rrl~ ot t.he t).)pu\aOrct. ot 

ACTioultUI'O •ncl ot C. D. lloll, ou.t.st.ndil1C export on tropietl 

uoods, hu boo:t aought a3 to tho ava.U.abU11.y ancS au1t.Gb1l1~y 

or looAltrOodt tor v:oodon w:s.sa l conatr\lction 1n LAt.in Anlorican 

oount.riua , Conteronci)S ard roport-s confirm t.tult. tuitabJ.o uoocta 

tor trnmoa and pla.nlting oro Avd.l.:tbb PQ.rtic\ll.lrl)o in lto.xico, 

G~tooalA, Honduraa, Niea~eua, Coet.a Rica, Col.cabia ancl 

Vt mauulA and Uaiwd suppl.ii)S 1n Cu'bl. \11t.h the oxeopt.ion ot 

1pon, \ilieh ~t. coa;;a tnz~ tho Ps ci.rJc Nort.hvut, \.h..:t -.jorlty 

ot all wood «n bo ~iucl local]J>. U - bo d .. tnbW, 

portieul.orq tor CUbon const....,IJ.on t.ho• •-~ .,_ 

r.- u.. Unl.t.od Stows it ~v.U.blo . Inqt.Wy 1nd.lco•» Ill&• 

coo.pa~a in tr.clhingt.on t.nd Sri t.i:h Colollbi& can CUl. spars at 

onoo ond U' nJOOscory, th.ly c.:m be;; ohlppod by N1 U"' voss~:~L 

Ur, l.ktll advD~ncoa tho opinion thrlt. t.ropi~l uoocla cAn bo ou.tticivntl)' 

ou.rtld by ::.lr drying in f r <l!l 8 t.o 12 ""'"'ka . IJr, It, S . Dotte con­

ti""' t.ho.t. ch.:~lllicol seasoning is used COIII:'Orcially At t.tta pr.:.tont 

t.inKJ t o honon ~ vit.hout ahr1.tllcci" or choclcin& a nd Ma 

n.ot.xl thnt ttw For.Jst Products ta.bor:toey 1n l:Oditon, tlileonsln, 

CM odrle:o t.ha Corporation on s.o:>ton..ln& probl4M . An1loblo 

ll 291 

svppliol ot eM.Jcwwd wood will per.:d.t eae ~~to at&r\ 

vtt.l.out <Mlq. 

W'tr rat.triflea 

Tho other u~r1al.J requ:Lred are 1rdicat--ed 1n t ht follow­

ina 111 t. bleod on a veuel 11.0' overall o! I#J to SOO dfldwt~t. 

t.o.na . 1'h1a hu not. been pt'Op&red !rom t ini.ohed pliNI 1114 apK1 .. 
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part or tho 1roo ~.., .. .., can 1>o ruH.....s r- ocra;o by 

tv *itt and: ::a.te,_b:e ~h~ 1n Cuba, "'uico and ColQta. 

Sioal rope can 1:te l.Argcli au~at.U.•.J.t..4 tor '"'-lnUa it ~»OO!!tay. 

.\ Dt&reh 1J boizl6 .oade for aubatitut,e 11AC.U1Alt
1 

and, in tJd,a 

f'fl~t • ).uoge quantity or 21!3£01fled 100\Wt.. treenoi.la haa bee:'l 

loo~ted ~ich ~1 reduce requi~tnt1 tor r.llvaniaod iran 

tr~1:tea. tt h 1r.dicat.ecl that all sn1lo ccn be c:~.at by experienced 

labor 1n Cuba. ~ ot!~r ocarca mcter iaio 1rl.' 1 be obt.a!.n<ablt 

rrcn dte et.ocks or :r.ap-lier e and ~ tho second- l4nd l!llU":t.rt. 

thorotore, 'f~llli !'l.3t-ariale liNt~ COI!!I rro:r. UIO Pr.it.td. Statts 

on tchedule, the- a:aount& rill not. : t d"'Tliticmt. . 

'r.:.e Oj)~.ior:; t..""..at. t.'4e Saili."\~ 'f'Ot:Mla O.'KIW.d :::&Ye ~. 

f'O"'•r is utAni.~ws . In ~it1on to «\\..bltnz t."'• t.o ~t.a1nt.ir. 

tutu and -...o1 e ;e:--...lc.r scbedulo::, el.lch po'rf'er trill :tal:• t."lert 

il'.de-pendent in wrt.s, t.•tter ablu t.o ~t. o~\. ot h\ll"riCMO 

t.r-'C!tl 1 "'erer:.Ulr .:~oro -"\r.t\lvtri:.t.l,. a.--.d '"ill el!o~t a. r~ttct.ion 

in tht nor1no inf>ur:r.ee rato . Uotltcon 100 And 200 ortoctive 

horoepor:er lTill ae1l1Cve t!'ln::~o purpOseD . Diud tr'l,:":iriOS nre 

the unqu.estionecl !irat c:":oice. ~o eoordi.n•t.or M• 1nd1C.!.tions 

t!~t. Dieeel :mgine l!la::l'J.ract tr'(l:-o eM procl\lct 100 to 200 uti-ita 

t'it~ t.hie potter re..~ rlth tm\l..tt<! c&p.&city 4114 1rit.":o.rt i."lV~ 

tortng rlth ot.."ter tar :n'Cd.uct1on . 1ht Wu P'rot.:ct.i~ r4olrd 

- lJ -

t-.u U.Ulcat.o4 t.bat ~Neb ~Uoo b raot. exptot.c \.0 ~ 

1\..LVII.l and aUf t.a.r,o 1).-op-&:.a W t:le Ka~ De~\ bu ClYCA 

u .. ap~al t.o t.h6 aana..:.~ncturo or a1.n1DJa ~uir-.ntt ct 

IU.Ch ~LI\to • ble&r.U.ne, 6 ~.u-vey in prottll lnd!.cat.tJ Ulo.\ • 

om.-11 nur,~btr ot new a.nd ua.U Wli\1 rJW.1 be obt.ainablt atiCl 1! 

110 , tht nuobtl' ot u.nli.a to be MAufii.CtW"'ed \o'Ul be rtduc:tcl, 

All CaJ·ibbeun rout.oe <:ont.o.:pl&ttd !or thtto vtutla 

IIA•Io t.on ch.tlrt.e-d. A re1oo rout.ea aro 1' .. ,1blt t or •dUne 

ve~ltU uU.hou:t J>O""ft'T 11nd 1i' de&lrablc, £ !n vea .. la can bt 

.u1l t on tate t:w.sit. • 

. t.u.: e;·mt:.. Tr~E ~ C.U: CJ.F.:~ 

1'~ ve .. ccl~ •W be coit.a~!.e !~ .l.r1 carpa - ~· 

--·- -t .. t .. ~:» ::.c:at ~:ral .. ~ oo.;.'Y .. . ('OCOC., .-.~, 6•........, • • 1 

dllt , .aGll :..chin~:'?• ~..,U..CG::tnt ~~ lwaber, oU raau, 

. ..~, • ....ac-tnc un•11it.abJ.t ca"'ou COP"", nf'I'I)J'1nt. , etc . tie:.r.('r- &,..._ ' 

. ( . ' eGa 1 t. 1a t..o bG c..rritl1 CU"tl l"l"!'rioeru.t.od. a,..r~o:;:. • :::ocu W'-

or.- ••' . ..... , LS (e.;:CO,lt. on OC()(.I.IIiOMl VO'J4ifD,) cxoludv•~), .. n~ou uv .. 

a;,ul'l.' IV!, co~ ... "~ .. '.ii' oi uv., rou 

I~···A e~~lotion or Jt\lditJ ut ~~r·-Tie.o h..IJ not .-rr., ........... 1 

t.ion, r1'1Ut.4J , -:are:Otta , 
. IL h ,~,·ont t.o ro.Uls, etc. d~,.rtver, ,....... 

• .a mmen u.Jl.t'lll o.uxllLAry da~ t .. .ac. o~:·&t..ion eos!.t C!1 t.l!!! !J:"O.lO~· .... ' 
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vc&tels 0.: .!00 to 900 uorutr.eig'>~ tone uill DO consideraal.y 

1oas tl.n:l th• costs on regu.i.nl co.a-,ercilll ateel veseols 1n­

cluuinc all o!)erl<~ing coste of both vessels excepting 1nsur­

unco . On tho 400 to 500 ton doachtoiaht vcuels, operating 

c?ulo par t on frill bo sllehtly l ee• t'w! on regulnr vessels, 

and <Jn t ru1 2:;G cicad.,ei ght t on v•o&ela, about the samt . !t 1s 

bolievod ~lB ~ ~otal opo:·nti.Jn costa inclm!ing ins.u-ance "ill 

"vcraGe out i"o~ t!lo p.."'C;x>Sad ve:~sals a.t about. the per ton 

o,><ontin,:; <->S~ 0!' n,g-.Ue.r stuol vcssole for s!.W.lar r>ms anl 

eu.rsoe:-: . 

INSUIY~tiCE 

The <ttt<:StioJi ol' lnstlrt.nco on ti;o vosacla h.ls been oi~-

cusnod rtHh tr,e o•a::- S:l lp1,inl) >~JoO\lnistrt<Uon and the C?"'llittoo 

of f'jvu ISJ·ckol·s ci' the Huconat.J•nct~.<m l•'innnc;e Cor:>o!·ation a.nC 

"-<~ ~~·1n_. ~J.c. {!.nc!u:1Jrv; 'J:t!.ltl~o, general 
... 7olag._ t.! . ... r.al;.~oA1t. c IAr"i:;C!) 

;..dn~ t'::-ct..~t!~r c.t··i llk.<.'loli~y (.' h I) covct·ing 
DC~~.l C:'"i.; Ul. •.t-Jr 

:.f:C' f. iS!': j;\J..l !t!!JUW•t ftt":f,. 

• n.t• ~ .. i:-ic. 17-vtt::~io ... "-•at Tnclc..;:;ntt..,i (ere~) 

tHmil n:l' cc.v-:J.a:r.go em o··(in:u:·y t.'t.'l(..l. otoc.mors noulC. l.c about 
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ne Var llllippiJl& A41111l1otraUoa llu ciYoa tbo opWoa 

that thdr powr' vill pnlllit thea to c1Yo a cr""P por1o4 war 

riok cour t o tba YOo .. l a u4 will otu4T tbo lfC&l pbuoo of 

lnclu41nc all tho eoyero heretofore monUono4. It u.o War 

Slllppl"4! Admin1otre.t1on ce.nnot h ou. nor111l marino on4 P a. I 

r hk, tile balance of tile protection "'ul4 be obtainl4 in tbo 

r ecular market • 

.t.t the pre..,nt tia, it 1o tho policy of tho War Ship-

pine Adminiotratlon not t o lnouro hall var rlok oa Ito ovn 

Y&ooalo and t he De fenoe SUpplleo Corporation dO<t not insure 

war r1ak OD coYern.ent carso••· 

I t hao been r oeommondad that tho corporation lnoure on 

ito voto ol$ only no~mal. Md war rlok P a. I (clviDC oonr to 

tho crew) and oet up a reeerve out of operatioc reYonuao to 

cover other cont1ngenc1ce. Tbit would cut Mllual prtllliu.et 

to &bout a fourth of the atortaontlone4 tlcur• or to aboUt 

30 pueont. lio'wner , if the l!ecollo trucUon 71oonee 

Corporation require• fuil eonrac• on nullo ....,e4 b7 H 

and charter ed to tbe corporation, t ho bl&)>er rattt ator6-

untionc4 will hAve to be paid and cbarco4 to oporatioc 

coat a. 

War rlek insurance on cargoes carr1e4 1n th3 corpor~ 

tion' o v<eeolo con be obtained fro• tho Var Sllippinc Adlllnio-

tre.tlon. 
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Wu r h k llli\1Hiibet r•u• ..,.. rtot ht.P,n, aa4 La •o• 

caete ..,., lovt.t tW 011 recu.tar tUtl ca.rao nuele. lowt'Yn, 

or41n&J7 -.rine eowr o:rt •oodu Yf.t•th, s-rUcula.rt7 lG t.tte 

CVl~b.-n ..,... ~trt the7 operate in the hurr1CMt u a 100 

h hl&her a t au aho normal P 4 I ratct. 

USJS 01 IJ'K!: QSS.''!LS 

~ht Coordirtator i t •orktnc with tht V~ Shtpptnc A4-

alnh t r nUoa l _D !'\u-tbu 4e-relop:.mt of tht OJ:prtu 0--\r'CO 

41tlr1bu.Uoa. plan, utld.tt ""deb the tull "'•tlt YS.U 1ooa117 

41U1'11:Ntt c::u-coet clelhued. at ~nu poioU bT "C'Q1.a.r 

..... 1 •. 

l G 1441Uon, u .. &Y&ilablllt 7 of the fluth tor 

t•rctllCJ 'r'Ol"Pio pu-Uc:gjorl7 1ft. tht 4tl1YU)' Of !CO~ 

U\&lft tt11l b-e iaport.Mt. 

There are Dru\7 carcoee A'1&1t!nc ehlp.ent llot b in tbt 

t1nltt4 lto.Ut o:nd i n Lc.UD A.mf r i cnn por tt vUI\ no rdltt 

tor tbt t onnact shortoco in t1&ht . t he Var Shlpplnc JA. 

ldntetrAtlon he. confl~e4 thP~ there it ~lt ut t tor all 

~t tht .... u t b ~teb the Coof'dinator eM 1\CQ.Uirt or \N.lld 

vt\hto the aui 7CIU'· 

!bo C<>ordi.Dt;tor 11 ~ ~with t.bo ~ 

~ C...UoiCD 1A calllOcticm with their -· POol llo.loc 

or,...Uod 1A tbo Br1tl.ob Walt IMieo to doll- •-l.ol _..... 
to tho Br1t1oh IolAnde 1 Porto JUco om tho Vil"Cin OO.U.So &oa 

ot- polnto at I!Ontl.ogo, Cul>o; St . T._.., VirCin I.W.So1 on4 

Port-ot-SpaJ.n, tr1nit1ad. 1'ho Corporation w:Ul. vor lit on clottl' 

torna with tho COQDJ..oe1on o.nd o1ll ee:nd: o.n obaorvor to Barbadot 1 

opo-rc.tins hoadqu.c.rtors £or tho Schooner Pool, to gc.in oxportoooo 

1n t.M1 oporc.tion and to cot ca a 1.1413on. 

CR!lliS 

W~l.oo AwJlAblo ci ... ......,..,.,.. t~ tbcro vlll -

bo too lll"'At d.Uft<NltT 1A ~ cron . !Ia ~ zt tllo 

C4:1.bbo=u\ QI'OQ. thoro cxro aoa:; goood tcil.Dr• ~ 101:10 c.bl• ...-.n 

cn1 u.toe. In cdd1Uon, thoro uo olroe4::r ~ttCJM cm bt.n4 

haD Uhitod St.a:toa citlsonl treinOCl in tnU, 110110 witb mAort' 

pc,pora, tor bortha o.borlrd tbo waaolo. MI. R.. R. ~~ 

F:xocut1vo V~o Proeidont ot tho Grcoo IJ:loa, • • r • Cro.oby, 

Editor ot Tho R\lidor ~1n0 1 
oiXl otbOr-& bcvo lndicct.od tho 

o.vn1l.abU1t;y ot Un!t.od ~toe oitiiOr.s trnino4 1n tc.ll. 8ol'IO 

ot tbo1o 1110n, ooapot.ont naviptora, 
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hav. boon njoc...S II)' tl>e Hs-.y co pqdc&l ar O<!ucat"-1 - .,. 

- o.bo7 """" ...,. 0&'1· .Ut.l>oqgb o.bo7 4o oo• ~~a .. • lleo ... IJo 

the lllroh&nt. Marini, the7 ere nonetbtlesa ~pet-tnt. M n tor t.beM 

....u .,. ... 11. 

.b UAUaination, stressing the practical end ot naY1cation 

and lf.tottolol\Sh.ip can be given by tho United. Sta.tea Coaot Guard to da .. 

tormine tho qual1t1oatione ot unl1oooood American ci t i2one ~0 Capiain 

a vct~ol or the tonMte proposed, or to ehip 111 Mto or ontinoor. 

fbc powar in tbe voss.els will bG in small wU tl and tnaiMora 

q,ual.1.t1ed to oporato eDCiJ'lea ot t.bie horsepoiii'OI' can bo touncl • • out. 

l.1M4 above. 

,.,._ 1n tho lll=b&n' - b'a1nitJc ocboola - oono 

part. ot t.he1r tiDe iJ'! t.be::e 'f'O#Mla aD4 recfift n:c•llont.t ~ 

lmder ..U llhl.lo baul1ng noees....,. """S'· 

PUG AJJD RmiSTRI 

Tbu vouvl a of tho Corporation wUl all bo oporatod tmdor 

tho tl4ce ot ono or ooro Latin Amoricnn c:OW'It.rioe and tho Gorpora-­

tionto po1Yors, aa rvoo~.ondod 1n J)CIJ'Qf.P"aph o: po.so 7, ot tho pro· 

viou1 &port, trill pera!t it t.o • · • ............... urrqo tor tho 

trC~.Mtor ot voa~cla acqo.airotl to tbG Nl£18try or HhAtovor 14t1D 

- 19 -

,.,.rl.c:on _.,"7 - bo d- bon 1n -:. cue, .,.. ._ roc1...,. 

YtsNll it aJTIIII08 to ban OODat .nact.ed ill l.atln .I.Dtrioa, 

Ct;Mda, or tM United. State•, in -.hatnv L&Un I.J;;erlcan 00Uilt.l7 

Dll1 be deomtd: bOlt 1n each cuo and to operate IUCh 'YeaMl• 

t.hrouab 1te appo1nteo or appo1ntoot under wbatovor oonditioot 

aro doClftiOd bett to aocompllah the purpoaoa or 8&14 vontlt. • 

co:ICLUSIOJI 
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no Cooi"'Clinato:r f'Ull7 realboe tbt -.AT ditfi.cvl.Uea 

JJrrol'YOI! .Ill tbo aocoepH ab::lcnt. or thie procru; or 'the 

orpnia.&U.Oft noooa_,.,. w erranco tor spooct7 QD! ottldct 

OOI'l.8tNot.1on ot IJOOd YMact.. 11'1 Lct.in A=erlca.n 10J'd•; t.o wt., 

too.ICJD, o.od d..U.vor l..o.f'oCO quantU.io• or Umbo:r &n4 mri0\1.8 

pr1or1t1oa mo.toriala on ~ebodulo; tho rci])OnsibU1t1o• or ort1o1ont 

opontJ.ona or thoeo voaeole undor nr 00Dd1t.1ona Snolud1ne tliO 

rcoru1Una ancS protootion or orowa, ~ opo,rot.ion or tho vo11ol• 

'llitbout t'inanoi ol loll, oto. 

Ho~vor, t.ho.ro 11 no quoati on but tbo.t en oouto th1ppinl 

abortc.ao ox1ew ILJ'Id ovory rocacMblo crtort ~m~t bo uzxlorto.kcn 

\o rol.iovo 1 t. 

Ac:conllnel:r, rit.h t.bo 4-ppl"'YQl and coop:mlt.ioA or ell 

tbo eo.on.oct acucioe iJ:rfolvod, Qt.ld t.bo at.qiPOJ't or 
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e. .. 
~ 

- \.':lC.JUV,TJJ,t CH.. 1 

I ::&;Rih' .. j i'AZSU!'Lt -~ 

\ Ju:\nin1otrt\.tivt ll'lt'.Mit,toent , 1>0~ l 
t 

sonnel , coneMl r.oeount.int: ~ 

1
. 

c.udit.11'11 

i 

I .,;;c..L ~fw"f 
U:>J.con 

Vl~ Pr~nrMr 

Dllo\!".t. J1 r: 1 J;X;Tuft; 

~'\>EI"T ·1 
! 

- ·-' 

I o oll11:"1Vl! :=C£ r.~Dlt.r7 

ln ch. .t'g$ of doaip n.nll con,. 
nruct.ion, conlti"Uction contr.u:t..o 
Mquie1t.1on or ox18t1ng veoiMtlO, 
w.pCU"Vi.oi.on or <»not.ruct.ion 6: 
ell c.lt.a.rs ra.l<..tod t.o e.oq,\1.111-
t.~on t'.nd bu.i.Wine; or v•NOlt. 

[iii!:~~~ 
.... t;'S.-.!:0. • 
~ ;tooo:t".g~ 

sf~[f~i!! 
~ • & il' a ~ i t" 

'"'~ea.il.,."' 
~a\5.-3~§~~ 
~~1il"~-[i ~ ~ ~ ... 

~ :J " .... 
:2£,·~~;:, ~ §c"O.,:s 
&~s.a.a~g 
.... i<;J~§ 8 ,.., ..... ~ 
":;. .. (4:Je;l 
Q f!!J:n'Oo 
~~- ..... n Q.o::so • 

~"1r~:i~ R <'!l.n • ;, t .. ~ ~ g. .. 
8 R" 0 ;1og 
:!:r~&o~ 

~ • 0 8 .. so•g:;a: 
~ t s ~ • 

r;iep!;'o i i~j~i 

CZt:M:.L CO'JN il<1 

All loflcl • ·tt.no etfe.::tint,. t.bt .;or­
port t.1on e.ncS it:J docl.il\g!S uitb ot.bor 
Govon..ont.U. r.goncioo .r.nct privoto 
cOI'\'P(.'I.niea, .,_rpol"'ision over eontrcct.t, 
cb.:.rt. · r•, re::;1at.ry, in...'W""' ..nee:. 

VIC& t.u;.JD~i/-
In cb..r;Q ot r..U opn·~t1ons 

ot vee&lilll 1nolu4J.ns O!'~a, 
c-,pp11:.c , o•.1tlt.ont.nc:), rorc-irs, 
1nSUT,!,r1CO 1 ¢h..t't.Ol'0 1 rout in~,. Of 
VC!SeGlO, control Of CIO'Y'(IQOftt J , 
etc. 

.• 
~ 
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WAR SHIPPING ADMINISTRATION 

.. r , J.r . 

,,lso:1 .'1. c ...... ;·etler, 
.,.t.or of .. n~r-Arerican ~ r:'"airs, 

.. - c-e ~ull:i~ , 

,];or :'\ ~?:t1 J . ~ . 

·:our SIJ'"' "e:8 t.1on to me to send you a l et.t.er in 

"'~ ·tu·d t.o the or .. posed t:cr.etruction pro;::ran1 or wooden saillnc 

\'E'~11!ll' 1n ~o ot.her Al:lerlca.J1 r epublics is r t\ceiv,c' . 

297 

At l.he p~e•ont Lime the War Sh1P!>1n;; A~inistn­

tior. is nr•p• r·ed \.0 ciisctor ea at cen tral poin•.., 1n the C•rl ~an 

::~r.·ocs of !'ood s tu!'fs provi ded a"'ranr emento era l!'bdo for 1 ~ 

dst.ribl.lt.ior. b;..· .ar-.all l ocal boa ts, e i ther to be co:-.et.rueted. or 

c~;!ro1 for t hls pur;ose, or or z&nize1 for ~~~ purpose cnder 

~he ir p~esent. owner~~f • 

'our orr an! zat1on, dir·ecUy or indirectly, alone 

o :- in c:olla;)Qr&t.ion lfi t.h ot.her orca."".i-zations is, so we undc.r­

~tand, :.o ;.rra."\~e fo:a t~e local dt at.ri b-'tJ.on • • soon as pos ­

sible, a.."YI with as !:Teat. <iespatch as is prRetJ.cal. tthll~ we, 
~C'Ir r eaool"'..s t hat. do not ne~ elaboration here, wi ll not. orean­

i ze or contr ol t.he operation of t."lcae local slU ps , we will bo1! 

r-lad to ""Jake av&.l lable to j"Oc. such WomaUon as we ma,:t possess, 

""d \.0 ~·•P l O"J fuLly ir.!on:-ed or the devolor-ot or the PTOO"&<! 

of the lar-~er ve!!ael..s, i n order that ;,-ou ~· inte~rate ::our op­

•ra t1ons with thone of V.e War Shipp1ne J.dod n1stra~ion. 

The War Shirpinc t.<l':.\niatra t.ion, u 10" know, 1• V.t 

o~ly • ..,., ·y of the federal r.overr.,.ent eloV.ed w1 th tlre autnori t7 

to requJ a!ISn vecael$ . T" ia authorHy"" shall be e}.ad t.o exercise 

L' :·our beha.li for the rurpoee of aos1s t.ing you 1n acquJ rin:; and 

or;;anhinc shiPPI.ni raeillties for the local d1atribu t.ion of cu ­

... oes in the La t.in N:erican 8l"e3. 
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Ill". ·~ ... lloolrAt.U.Z. 

CooMlllator of Ill~- 1tta1n 

I u 1Jl ao.......S wUh the propcleU tllat 7.-r otnoe ar-
ruc• tor the aaquiaiUCG of auu..c -u ...... ,. _.the 
bu1141J>C ot liP to 100 -u ... ·- ..... u • .,. ... ...,. 1Jl the 
ahiPJIU'de ot the otllar ~ llapzhltaa, u pre•-'-' to 
the lloal"4 ot Jo x =•• ~an -u..c .. ;Moe 4 liT a -
raa4la ot .,..r otfioe ..Ut.le4, ~ .. .., teat A!ppSac 
PoUo7 wi\ll a..-t to ~ Lata ~- llapzbllaa. • 

"'-" 1e DO qu&UCG allow\ the ....,. real ~JIPial 
ohort.o.c• wbioh oxiete 1A tbo Lata .a..rt.ou tzwlaa ud 1Jl 
order tllat .. aq attept to Wbi to tbo tlai'-t 8teteo t.bo•• •terlala tllat are .. u .... .,. tor \be war afton &Ill!. 
doll•or to \be lAta .laeriou o_tn .. tboU ll1n1aa..., 
qua-t., pu\1CIIlarq of toocl ud other -•dU .. , u.u 
call ..... ol ~ PcNl.d be Ulldart.olr.lll ... obould JII'O'I'I 
to be of OCGOldorablo uaietaDoo. 

111\ll tbo prowto1CG tllat 701& w1ll ,.Ulloo looal woocla 
to \lla ~t ateat ~bla ... tllat 701& w1ll .......... 
to .... t aawtnp ud otlllor -t.al roq...U..te t o'tlrioo'-t 
loaoll7 tr.. aonp 1Jlaotar u t .. 1bla, ud 1\art.ber, U.t TOG 
will 11Ullao .., otlllor ooaltebla •Mri&la U.t aq be ol>n 
ta1Md 1Jl tbo other .laeriou llopabll .. , \Ia lloal"4 ot JomM' o 
..n&ro will be .--red to tao1lltew aport llo- tor 
aln!ee prior1tJ reqar-te tr.. the llal'-t 8wteo tar tbo 
ooutnaou .. &Ill!. -.1Dt..Dc• of theM ft&Mia, &Ill!. otMrwiM 
to balp 7WJr Ol'lll"iKUCG o.oo orap' '•II \Ill& ......,_ wb1oh 70il .... -ort.oba. 
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OONAl.O ._.. HILSON 

""'""'" 

--
WAR P'ROOUCTION IOARO 

WASHINGTON, 0. t . 

June 13, l 11.2 

It lo -:r undorotan41J\g that, 1J\ acccrd.onco with our 

t.o.lk ot - ... u aco, TOll ba.,. boon doYOlop111e a procru 

tor tho aoqu.1o1Uoa ot Oldotl.J\c -u .,.ooelo oneS tho coa­

o~otloa ot Dw -OD ...U111& onrlllary Yollel o 1J\ Latin 

Aawico to rou .... tho oeriouo oh1pp1nc l bortogo 1n tba 

Lat111 AMrioan t.Ncloo. 

'lo ... t lrinC tba atorio.lo required 1J\ tho war oftort 

tn. tho Uericu> !Wp>blioo to tho Dllitod Stotoo oneS .,.. Oftr7 

ottort to ~ tho Ueriou> ll8p!blioo their oooontial roquiro­

MDta, po.rticularl;r ot too4etutto u>d otbor nocoooit1eo. At 

tho JII' .. ODt U.., tbero 1o a ~blo 'POl- of ator1o.lo 

await111c -rt at n.riouo United Stotoo porto u>d a oubotont1o.l 

-t ot n-od ~ await111c ~hipping apaco 111 Lat 111 

AM:riea. 

'lbo procr.a TOll oro undortot1nc will bo or IUtt l ol ont 

'l'1llDo to tho war ottort, aad t.bo q,....,UUeo ot •tori all in­

'I'Ol....S will bo oo -u .. to Jut.UY tbe vant111e ot ottoct1.,. 

priorlUoo .., .Snl•• ~to ot thio pro,.... tr011 tho 

Dllitod 8totoo. !llerotoro, it .....,., ......,...blo effort 11 ado 

to uUUoo .U.UAc lAtin Uerioe -·· to ate t aate111co 

tn. oorap loMll7 and o'btoil> m7 othor •torialo &'I&Uablo 1n 

lA t1l1 '-rioa, t.bo ..,. ProdDoUoa BoArd ll1ll bo prepared to 

t'aoUitoto t.bo -tiAc ot offooUYO prioriUoo ca tbo •lnl ­

~te tn. tho OIUtod Statoo tor thooo .,.ooolo, ouch ao 

....,.,.., !..- (tu-'np, nr., win4loatot, ....,..ad tooklo, oto.), 

rope, 1•...,., abjpholld1nc -11, atn-oo and repair Mtorialo 

ODd DA'fiptiAc 1D.-to. 

I -...to.s ~ that it 1o plal>Dod to eako tho YOOHl t 

. ,.nu•rr .ntnc .,..oo10 _. t.bot tbo JII'OI"'ltloa • •11111orr -ad 

baft to - trw th1o -u-,.. ~ woruuca a....UOblo to thio 

ott1oo, 1\ ...,..... tllat attablo .U..l or oom-41oool propuloioa 

-
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MChlnerr Wider 200 boraeponr &nd lip to II Clu&Dti t7 ot 200 
unHa could be bu1l t 1D pl&Dta not now workinc at oapaoi t7, 
and dellnred b)' Ko••ber tirst, witbout dala71q J,zw:t aDd 
Novy prOIIJ"U\8• 1M liar Production Board will &leo be -
pored to grant etreothe pr1or1t1ea tor euob propulsion 
mt•chtnery. 

llr . Keleon A. Roclr:eteller 
Coord.ina tor 
Ottioe ot tbe Coordlna tor ot 

Inter-Aaeric&D Atfaire 
Waahinston, D. c. 
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UNITED 5TATD MAitiTIME COMMIUION 

WASHINGTON 

.J~me 15 , 1942 

llr · Nelson A. Rockefeller 
Coordinator or Inter -American Affairs 
Co:ocerce Department Buildin& 
washington, D. C. 

Dear Kr. Rockefeller: 

301 

I refer to the proposal ror constr uction or wooden auxiliary 
sailing vessels in the other Amer ican Republi c shipyar ds which 

( 

was presented t o t he Board or Econo~c Warfare meet1n& on • 
June 4th by a memorandum of your office, ent itled "Bui l ding of ' • 

Wooden Sailin& Vessels and ACQuisition of Existing S.aall vessels 
to Aid in Transportin& Necessities in t he Western Hemisphere• . 

The ll.ari time Coallllission and t he War Shipping Adainistrat1on 
do not wish to ~mdertake thiS construction and acQuisition pro­
gr~ and reco~end that it be undertaken by your office. 

In vi ew o r the .ary r eal shipping shortage in the Latin 
Americ~ trades and t he i mpossibil ity or knowing how soon t his 
situation can be alleviated, I do agree that these sailing ve••se'~ 
will be or value in helping out, particularly in the local dis­
tribution or cargoes delivered a t express ports by larger vessels. 

With the assumption that you will util i?.e local woods to the 
fullest reasonable ext ent and that you will arrange to have ras 
ings and other metal requirements fabricated locally from scrap 
in so tar as feasible , and further, t hat you will utili:te any 
other materials that may be obtained 1n Latin America, the Jari­
time Commission will give itS approval t o the Bo3rd or £con~c 
Warfare and the War Production Board for the export of minimum 
priority mat eriels r equired frorA the United States, incl uding 
s~ll diesel or semi-diese l propuls i on units th~t can be manu­
factured without delay to any Co:Dilliss i on or military program. 

In r eference to acquisition or existing ve~sels , t he ll.aritine 
Commission will faci l itate transfer or registry where necessary 
following its usual procedure and the War Shi ppi ng Administra tion 
will be glad to aid you in acquisition and requisition or existi 

vessels . 

You may reel rree to cell upon the s tarr or t he ~aritime 
Comoission ana the War Shippi ng Adulinis t ration for such technical 
help in the matters or design and construction or these vessel s 
as .ay be needed and r or help and adv i ce 1n developing the plans 

Regraded Unclassified



302 
- 2-

tor t heir operation. It :rou wilb, I will be Clad to deale­
nate a aan to act as l iaison tor :rou with the Coaataa1on. 

/ 

81noerel7, 

B. 8 . Land 
Cbairun 

I 

, .. 
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In reply rotor to 
EO 

I:IEPARTMENT OF STATE 
W.-.HINOTON 

My dear ~r. Rocketa1ler: 

303 

The attention of the Department baa bean called 
to the proposal that your office undertake tha charter­
ing or existing amall veeaela and tba oonatruotion or 
up to 100 wooden aa111ng aux1li&r7 nuala in tba 
other American republica' ahipyarda to raliava tba 
acute shipping ahortaga in tba other Aa.rioan republica, 
I understand that thaaa veaaala would be operated by 
or under the di rection or your oftioa working in oloaa 
cooperation with the War Shipping ~dminiatration and 
other interested agenciea. 

The Department baa bean deeply concerned with the 
general ahipping aituat1on aa it arrecta the other 
Americau republica and beliavaa that the etfiohnt 
utilization of a limited number or amall wooden aailina 
voeaela mignt s upplement advantageously, aapaoially in 
the Caribbean area, the regular ~~erchant veaaela which 
will remain in service. It therefore believaa it de­
sirable that you go forward with your plana tor placing 
such ve~sels into service and tor the oonatruotlon or 
additional wooden sailing veasala, provided, or course, 
that the demands for critical .. teriala to be auppliad 
from tho United States remain at the low levels which 
hnvo been the subject of disouaaion. Tho Department 
believes further that the construction or such vessels 
might a fford a measure o economic assistance to the 
countries in which such truction woUld be under­
taken. 

The Honorable 
11elson A. Rockefeller, 

Coordinator of Inter-Ameri can Affaire, 
Room 3898B, Commerce Department, 

Washington, D. c • 
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THE UNDER SECRETARY 0~ COMMERCE 

WASHINGTON 

June 11, 1942. 

Yr. Nelson • • Roekefeller 
Coorcll.nator or Intor-._..1can .l!tairs 
Office Cor lmergoncr Kanaeeaont 
Roo• )898, CceiiDerco ~cling 
Wullin~, D. C. 

Dear llr. Roekofe llers 

I ..- pleas ed t.ha t the !IO&r<i or Sconocal.c •lor fare 
doci<le<l, at its la.st ceeting, to ask rou to ,;o ro"'>rd 
witb the plan Cor the acquisition or wstin6 wooden 
oaJJ.J.na naoels and the buil<line or 1'00don aailin& 
auxll1arr ...... u in the slliprards or tho other 
.U.ricon Republica, which plan was deve loped b7 this 
Department and roterre<i to rou tor atucl7 and action 
a0111e t1JM ago. 

We felt at thet time that tho present acute 
shipping shortage would develop and that no atone 
should be l ett untumod to bring tho things we need 
tor the war effort to the United States ~1d ~o deliver 
particularl;f tho foodstuC!e And oth.r uaentio.la which 
ou.r friend• to the south need frOG ua. iie felt mot'e 
otrongl¥ than over t ho need Cor and J..q>ortance or t.hio 

progna llhic:b rou aN undertakin<l and rou IUJ' count 
upon tho fllll oupport of the o.partm«>t. 

Pl•••• cal.l upon us Cor wnat•ver he lp and a"s1st.­
ance we =-1 render. 

o:iineer·•l1, 

~ 
Under 3ec~etory of 
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THE SECRETARY Or THE NAVY 

WA a H JNOTON ( 

O.OZ Kr. Roatetollort 

l rater to \ho propoeal tor oo.,.truoUoa ot oao 11aa4re4 
voo4ea l&lllQ& n .. ole 1a the other .t.aortoea replll>ltoo' lllllPJar4o 
llbicb •• proo1Dto4 \o the Joartl. ot Zcoa oatc Vutaro -uac oa 
JUM t , b7 & ••o.......,. of 7DV otfloo aaUUo4 1h.lltl.Q& of Voo4a 
S.UlQ& "•oo•h u4 ~'AiolUoa ot ZzhUnc l•ll '••oolo t o AU 1a 
! re.aoportlac J ocoooltloo 1a \be Voote.ra laair.pber ... 

la •tow ot the TfW7 ..-1 ohippt.c llllor\ap 1a tbo Latt. 
.t.aortce.a ,,...., aa4 tbo ~ .. ntlly ot laoowiac bow_,. tbio ot­
aUoa coa h allonate4, the 11aY7 »epar~.,., te.nro the -.r\&tiac 
b7 70V Office ot t ho &aqQ! oitloa &ad coaotruotloa ot oaal1 •••••1• 
t or u.o la \be L&Ua .._,le&D ,,...., &o outllae4 la tbo hport ro­
terre4 \ o aba.e . 

Vltb tho prorloloa t bat 7"" will u\111•• 1oool woo4o to 
the tlllleot atoat r11ooaablo aa4 tbot 70u will &ri'IDC" to be•• 
tane11taco aD4 othor •tal roq'AiroMato tabrloato4 1ooo117 troa ocrap 
taoofar AI fllolblo, N>4 turtbor , tbot 70U wlll uU11oo &a7 other 
oultab1o •torlalo thlot ~ bo obtallle4 la t bo o ther .t.aoricoa repQ­
llc o, t ho .. ,. Popartaoat will ch• lto approTal t o tho Joar4 of 
koa.oalc Vute.ro &ad V... Pro41>CUoa Joartl. t or tho apor\ of alaS.. 
prlor1t7 •torlalo r oquire4 troa tho Val\e4 Statoo, 

la refer...,. \o tho aaz111U7 pc.,... pl&AM4 t or t hooo Yoooolo , 
t bo laT7 Popartaeat vll1 ctn 1\o approTal t or till -&otun ot oult­
ab1e 41eaal or o•1-41eaal p-rf>JI'Iloloa aacbiUF7 1lJI4er liOO boroepc_. 
aa4 '9 t o a t'IUU\7 of liOO 'IUl!to pr.,.141Q& ""'*' -..raoWre 4oeo ao\ 
dola7 A.N!t &ad laT7 procraae. 

file laport ta41cate4 tbot 7"" are a-.o of tbo lapcrtaace of 
oarof\\1 operaUoa of &a7 n .. elo which 70'0 a cq'Aiu or b'A114 t o t be •114 
tbot t be7 4o not latertero wttb coamerclal or noY&l •eooe1o i n the 
&rNo 1a vhlob th17 operate &ad are aot o t beaetlt to tbe ea-. !bio 
to , of oovaa, oooenUal, aa4 the • .,. Popo.rtaiD\ roquoto tbot tbo 
plano of oporaUoa be Ollbaltttl4 tor lh approral ao th17 d.IYolop, 

I 

,. -
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r .. .-:, tHl tree \o aall "PP• u.. ~'-' t or ouch help 
an4 ... s •••• 1\ oa. cl••· 

Ieora....,. ot \ha ._,. 

11r, lelt011 A. looket eu ... 
Coor41utor ot ID\er-Mer1.,... Uta1 ... 
38H c-roe h1141JI« 
Va•h1JtC'ODt D. C. 

, 

( 

• . -
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,J..,.. 18, 1M2 

llr. L1 ... o~ 

llr. lhlto 

1 111 1ou ploaao tranoalt tho necoooat7 lnotructicno, by cable, 
to our llbo1ono abroad wh i ch will aal<ol oftilablo to uo tho following 
infonoatlODI 

1, Dal.l1 roporta froa Arcontlna, Brt.oll, Portupl, SpaiD, 
SwlttorlaDcl, Swoun ancl hrb)', chiac (a ) tho Yaluo of United 
Statoo dollar curron~ 1D the aarkoto of thooo count rioo , (b) 
ooeo indication of tho total Yolu.o of trau, (c) roporto of larce 
bloco of UD1tocl Statoo c:unon~ which aro ooolt1J141 ...-keto cr which 
ha" found •rtoto, with .,.,... of in41n4ualo inYolYo4 in tho 
tranaactione wbeneTer eueh aa-•• are &Yail able. 

2. B1-wookl1 report• from all other countrloo in which dollar 
currency 1o traud (but oxcludinc dollar-uotnc countrieo ouch aa 
Cubo and Panaaa) ouch report• to contain tho oamo informat ion ao 
above. 
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TREASURY DEPARTMENT 

I NTER OI'I"'CE COI\41\4UNICATION 

DATa June 181 19~2. 

TO J!r, .Ute 

'ROM JJr. Ho Wch 

Subjectr British ~· Review. 

Hi ghlighte of Britiab preas review~~ received troD llr. Caaaday for 
the period !lay 2>--June 7, 1942r 

1 . Br1tein1e total war expenditure• have paeaed the $)6 bWion Nrk, 
wltich 11 a>re than t he total cost or the firet World 'ilar. 

2, In order to eave transportation, the country wUl be divided into 
nine areu 1 end wholesalers of toed rill be allowed to eell only to re­
tailer a in the ....,. area or to cuatomero not .ore then tort:y lllil.ea outside 
t hat area, b•einnin& Augu&t 24 . 

J, !Drd Beaverbrook 'a Dail:y Expreaa stated on l!.ty JO that a plan had 
been ""rkerl out to transfer t housande of ""rkere from some war plants to 
others and to the moat hard-preeaed civilian 1ndue tr1oa, ·~·re hove wiped 
out the whol e loss at Dunkirk. The llini atry ot Supply i s eo satisfied with 
ita reoervee or ..... stores that their manuf&cture 18 to be tapered oft. 
Other n"eda, however, like tanka, planes and shipe, are to eo into increased 
production. The change involves the r edundancy in eollle factories of ten.a 
ot thousand• ot 110rkere, They will either be releaaod, if th~ ue okilled, 
to coallli:ning, cotton or s hipbuilding, or be tranaterred to other war 
plants concentrating on new types ot ao.un1 tione. Actuall,y the demand tor 
l'lunition workore will eo on. There will be thouaands 1110re e11ployed on 
war liOrk by Chrhtaaa than there """ today. • 

b. It W118 announced on June 6 that the llinistry ot Food has decided 
to discontinue the aubsid:y on flour uaed by bakers, eatiruted to coat the 
Oovernooont $lL aUllon annuall,:y. The lliniat.r)' feels, \t 1o stated, that 
the bulk or Ule subsid:y is going into the pockete ot large t irDa who do 
not need it. 

$. The O.llup PoU. taken after Churohill' s epeech ot Mey 10, but befoN 
the loco-bomber raids, indicated that the popularity of the Government rose 
fi-om So percent in April to 63 percent in Way, while &pproval of llr. Churchill 
personally 1noreaeed 1'rarl 62 percent to 67 percent. 
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17th/l8U\. One ot Jf.M. Dest.royora eacortill& a hc.ew&rd cOl\voy was 

bombed and aunk one tnanctred m.ileo west. of BANTRX BAY. ·Another or H.M. Doatroyera 

wu bolabed a.nd tunk oocort.inn rotuming convoy to ALEXANDRIA. Tho Cruiaor reportod 

1n tow in OPTEL No. 20~ he.a roached port. Survivora rroa the Cndtor r oported sunk 

by U- boat roturnin; t.o ALEXANDRIA 1n OPTEL No. 2~ now r<~porw.l as 24 Otticon am 

416 ratin&l• N01"1'1f1an ohlp (11,000 t<llla) t.orpecloe<l ott CAPt VD\DE ISL.Ufal on )rd 

aod ...U U.S. obip ounl< 1n YUCATAII CIWIM!L on Sth. S....,_ l Oth and 17th to~. 

,_.--,~ .. ro JUnk • t -wo Mdiua British ships north or COI.Qi and ott PO~ EAST 

JJ'JUCA. t ot.&l lo1101 ot atl"Chant. abipa trc. air action 1n C<Xt'YOJ" ret.urnt.na to 

AUXAHDRIA now report.od at t-o aocliua Dl.lteb ah1pl sunk, one ...U and one aed.1UII 

British ship d~sod. 

2. IIILITARX 

.l.lml· Enoey •twcko ogoinst ACilOIIA lsotins all 16th follod but our 

troops hold1ns o.t. EL MRASSA.S f'urther nor th woro wtthdnwn. Enocay 1n10urod units 

cont:lnued t heir tl'\J'Uit eaetwardo and despite atr Ofli act1011 by our lleht. torcea i t 

q.s t'ound neceoaa.ry on 17th to withdraw our garrison• from £L A.Dial and SID! R&aiH. 

lie still hold SIR EL HAilED ( jU4t ncr th of SIDI REZfllH). 

l!!ll!lia· En- ottensivc apinst SBVASTOI'OL baa diod doon. So for U>e 

Gel'Dano hovo •do lHtlo torrit.orW pin and - be roc:rou~>i,... 

). UR 0Pl!YJI9:!S 

wtsiE!llf fi!Q!!T. 16tly'l7th. Apjli'OXiaatoly )7 tone of -be .. ro 

dropped on ESSDI o.nd 117 t.ona on the alternative target BOliN. Reoulto gonorol1y 

were unoboorved. 

17th/18th. Alrerat't doepatchod •~ alning rniSIAll ISLA!Ial •nd ST • 

NAZAIRE 46, St. NAZ.AIRE 26 , Aorodromco U, Lea.t'loU 2, ot'IO elror&tt aillo1n&. 

Approxia&t.o.ly ) 7 OI\CIIIY aircratt plottod ujority in ant.l·.ehipp1.ng 

acthitioa wtlt or aru;sr. somo bolabcJ we:ro dropped at BRIXHAM, dua&O dicht. 

IJJIA. 16th. Bol>boro and tici>O.Or -r• -•U.Y attockod tr."''' con­

ca:ntrat.lona 1n s. Al»lf pd SlDI f\r..ZlliB arooo. DireCt hit. nN Mdo Oft at. leaet 10 

l.t.ob ( i.n aA41U.Cft t.o tb>eo rapor1.od ®st....yod yaatonlq). A tonk rocovory unit 

•• 'bcMW an4 hM'fJ dc.M.co 1.1\tuet.ed on enav w.ppl.r co.l'*'l. 11 P'i&btArl alaa1ng, 

7 pUota Nte. Our t1Cht4H deatroy.cl ) en01111 aircraft., probably deatroyod ) nnd 
• 
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Nicht l6tb/l7th. WeWn,tona bo•bed £L TIIIIII lanc11nc ground • 
• 

310 

~· Between 0725/16 and 0504/17 en~ activity on a very small 

scslo . ono ene'IY bomber destroyed and another damacod by A.A. fire. 

, 
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!ll!ITISK !lOST S!X:R<.'t 
u.s. sreP.ET 

Opt&!, Sg. 2l.L 

COPY NO. 4 

FoUo·,.,1ng is auppl.Gmentary rui\WO of oporat.ional ovonto covorlns tho 

p.~rlod Uth 1.0 18th Juno, 1942. 

1 •• aVAL 

J!Lll~'WiEA!l. Two oup!'4' sltlpo roochod IIALTA oJ"tor o I"'Ot\rdO'•• 

i"OMs- !"roll OIIIl!ALT.IR, dur1na which tow- othor llorclw>t Sbipo ll> a ot.ronslJr .. _ 

cortA<l convoy wore lo1t qy heayY And cont.inuoua oneta;r air c.cstitln. A a\lecnd atr.)nW 

oJcortcd convoy aent. froc ALEXANDRIA to roliovo ~TA, was frwttrnted in ita o.t.t~J~~Dpt 

by JIO"OrM unelll)' OPJ>OSition rr... drorutt, U-boats nnd E-boato ond by tho pruoanco 

or c.nftV' eap.ttal ship~~, wtdch caused convoy escorts to use up ruol and. a.a:wrlticn, 

Mktng it 1apn¥1ent t.o cont.lnue. 'i'hJ.a convoy lost two cerchant. ahipe a\1'\k, GDd two 

othera, damagad, out or ton . Our Nt.vt:U. Cllaunltios l.n those Ol)'lrnt1ona WCIN auvore · 

a."ld thtt following ehi,a wcro eunk:- An H.M. CJ'Ulsor Md Ooatroye r by U-boo·~;t~,1;;;~~~" 
or 11.11. Doot.rorers by air attack, on• or H.ll. Dostroyors clamqocl by "'"''1l' c 

ll1ld lstor ounk by aircre.rt, a Pollob Dootroyor by aino ootorinc IIALTA. 4 c~~!::....J 

t.•o:r• olightly d.aon&ed, b\lt oll bavo ronched thoir doetine.tJ.ono. 2 Deet:royfJ'rS 

a IUn\!.ewoopur daa3.god. Tho onomy loat an 8- inch Cruiaor aunk by onu ot H.U. aubo­

on:rlnos, aftor boinC proviOIIIIly -pel by air nttock nnd on OftOIO)' doot.rorer woo 

oovorel,y doa!'pd bf Air attock. 

IT/,L~. rr ... lot Juno to 17th, 40,000 tona of oh1ppl.ng roachod 

TRI1'0Ll (L) l'rolllTiJ.Y. A recom>aioOMCO of 'fAJWITO on tho l?th aOOWOd two LI'M'ORIO 

cl:ua Bottltahlps , t.hroo OAVOUR clcaa Ba.ttli)ahipe, tho 8-iDch Cna.i'S"r OOR.llli tnd 

two 6-inch Cruis&ra. 'l'bo photograph doos not indiento ftn$ d.uop to thtae &hJJ)I. 

QERIW!X. Tbe 2 Pockot Bo.ttlOibipo ADIIIRAL SCREER ond LIITZ011" Md 

6 O.at.royere are at MIJ!YIX. In tbe But.om BaltJ.e pr-eparaUona tor c011blnod opora­

tLona cont.1n\lod. Co-oporatlon of ahip-bomo M.t.B•a. wlth a. aurfttee rr.J.dor bfta boon 

reported in tho ASCE:ISlOII ISLAND Aroo. 

0-BOU 1<1\P!Al!L. U-bo&t uctivitywaa •lntainod ond obippinC lo01uo 

'JhlN h(l8.vy, 03pocW1.¥ in the t:ZS1' DID IIS and CARIBB!AH. AttacU h3w been NnWod 

on convoys by fP"OU.pe of O·boatu in UORTH AtLANTIC &.nd thoro io increaalns &cthlt.y 

in I~DIAU OCOO, and W:;DI1Ulh.AUtiJI croaa . Novortholeaa, durinc tl;o weoka onding U.th 

Juno, 208 ah1PI errhed 1.n O.K. 1n 8 ocoan convoys.. T"on a.ttAck.a by aurtoco crtlft 

Mtl l2 b1 aircraft woro De.dt upon ont~~t eut:aarlne:s dur1ftc the ,poriod. 

TRADE. 
totalled 4)8,000 tons, 
~.b.. put ten ,....ko. 
2 . M!LITARi 

Durin& vook onding l)th Juno, iooports ·Lnto ;JNtrED Kr~CllO'I 

t.ncl udinC )6,000 tone ot oil, al<in8 AYOrDIJO 596,500 tono I"•• 

~· 'lhe K'ievnt Axie GUCcoaeoe my bo st.~butntb.o tnwr ~ t.c 

nard hittlns power or Go.-n 88 •· sun orig1noll,y anti-aircraft, bl;t J.ac.or r...,.. 

very u.frect1ve ol.ao ne nnti-to.nlc., nnd thoir 11k.ilf'ul conQ..J.ntrt~-t.ion or Uallt.t gur.:J, 

U..t 1000 Oolni4D tnnko (PUll tV) mount c nO\o mro powerl'ul 75 mm. f!Wl (14 pclr.) 

r:llo.....,. Clll),y rolaUY~ r- .,r _.. ba'"' aa :r-ot 6 pclr. Oun (S7 •·) DOOt otill 

hc~Jnc 2 plr. (7;0 .... ) • 

~· Tho Conwt att• ck llorth East or ltiW<KOV """ liiL\dC lrf 4 

Al"''ttOUJ''d and 8 tnrant.r, Olviolon.:;, but. 1a not. noc~saaril,y thu bo.Klnnln£: or t.huiJ' 

offoiC\olvo. A. •eok aco they eucc<Mded J.n o:at.ftbUehinc a. brida ... bot.d (.IU\ o%' DOII:."'i'S, 

h~ o1tu.-tt1on appeer• to havo a t.o.biUaod. Opumt.lons c.ro st.1.ll oxpoewd t.o sproUt~d 

! o ~ broador front in t.ho !Joutborn auctor. Q.)mn,n Attock on SEVAS1'0POL diod d~'TI 

1.:'-..o..- .ok.i.n.C UtUtl prosr•s• bu.t has alnc.o botn J'OGUII.ed wit.h M.l ngour. 

; 11;R ~Pf!!ATIOllS 

lCS'Tt.f.-! l'natf. Our O[Al"D.tiCI\e, both cl~ cuui nieht., WO!.~i l Jr. 'l \'~~"/ 

'-Ttl ... ,wo. on oru r"'lrht, ~t\.ac.ks nro .cdtJ on in~ !.nd :fS..t:l"ll - 11.9 r l.""'r.:u·~ ,, 

:-.. -.~.tr CC11141tl.nd Wd 'l)O stJA a lnc-3. 
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!!tJ!I'I'l!!!iW!iWI· Streng o.ir oupport. wao cino to the two c- tor 
II.IL7~ . .nd hlt.a woN o.llt!Jotd on ""OliO' ..nhipe, clurlllf: tholt opon.~ioos, 2l "'""'17 
GJrcm• voN d.,~royed, olx probc11>17 deotroyed and 16 cleM&ed tor the lo,. ot 22 
of our .:'Jr~r•tt· u.s. Libemtor:~ c::o-ope:ra.ted. 

!.Im· Our eirol'aft wore inteneivol,y oeployod ~hrollchout tho woo:.. 
Ooah<lro ond 1'18Mor bomlnro wore conoontr otod in oupport of 8IR HAlCEIII gan·ill<lO\ and 
Agdnot. onomy tonka, mocha.nical transport, e:uppl¥ colUMa and lAnding ground:., tho 
:.1~ to..al of d~""-'i" oCluBiitd was \U\doubtadly oonaidorable. . Piehtors carriod alt o!­
ro"ohro pt1trolr, prot•c~1,~o shipping pat1•ol e and broko up c.U.vo-bocabing n.tt4cica . 
·rM co~ offort , OI)),Cic'~ by dive-bolll.boro. waa sroo.t.ly inoreoaed., tho cain role 
ot Axic o.ircratt CL ,JAn.red. to bo provision of air cover a.nd diroot oupport to thei'l" 
r.dvnv:lns ground forcoa. 

~· )rd/4tll. Additional rr- 110ro rocont pbotogral'h&· 0.::~~ 
to ...-cosaoo and at leaot ) foctorlos in t.h• dO<:U area, two larco tonka and 
blut wall ot on oll refinery deatroyed. Conaidorablo doatructlon to reoldonti&l 
proport:r. 

Tltl R!J!I!\. 7th. Somo ot the roilWOT oorvicoa h.- ESSi.ll were 
a..t!'•ct.od , and 80 lorries woro helpin& to llllintain oeaont11J. oervicea. .. 

COI.oo>!&. Aftor tbe big &ttock, no coed• truoke ruTivocl "t BASLl: h.­
COLOGNE for L doT•, Md e>ftor 7 deys, only l plliiOn&er trnin •<>• running botwen tho 
t~o towno inatond of tho ueual six. 

LANNION AE!lOD!W!!E. Photcgrnpha durlns dA,YUght attuck show •••'•••••- ~ 
htta in diopereGl nrone, on n runw~ and noar eome Junkor1 88. 

~· Photograph shows a. dtract. hit. on tho powor at.'ltion. 

Jr MINING. Further reports bD.vo boon nc•lvod coneomin& loss ,...nd 
J,--10 to COOl &hipping orr tho Dutch IUlCI DMiah OOOitl ond dlolocc tlon or ferry 
servlco::a 1n t.M Oront and Lit.Uo Bolts. 

~ OP?JUTICt!bL AI8C!WT BAT!'LE CASOALTIES 

!li1[RO!'OLIT•\N Allb.4 

lll:1\Ull 
Bollbctra 
riel> tore 
Coo.etol 

~·.s.:L 

Totsl 

i}()mboro 
1111acol..l.:.nooua 

Toto1 

In thO Air 
7 
3 

__.l._ 
12 

MIPPLE UBI (including MALTA) 

J!tl ':ll>.l) 
Boatoc:u·' 
Flo;)> \.Ora 
Ot.hora 

ToW 

In t.hO Air 
10 
~ 

-d-
On• cr .. c.nd lS pilots sa!e. 

lfu."ll 
i.'lGblf'ft 
rt~1t.f'1• 
Mlacellinaous 

Tot.ol. 

Qas.~ 
·9 
)~ 

~j_ 
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f'AR EAST 

B;itieh and Allio4 

Bcmbern 
!'igbtora 

Totnl 
Ono pilot is snro. 

f'i(nt<t"B 
)(iscol.la.noous 

Total 

19 
_ 1_ 

20 

- 3 -

In tho Air 

1 

+ 
Ikukt""O.! 

2 
ill.L 

2 

tl:l'l"L: No nccount is tnkon of •n•my nircrntt destroyod on 
tho ground i l'l any thol\tro o~ of Brittoh tlnvnl Air-­

craft cnaunlties. 

6. HOltE: SECURITY 

Est imAtod civilian cnsunltiea for period el'lding 6 n .m. 17th. 

KUlod 54, seriously woundod 29. 
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TO 

TREASURY DEPARTMENT 

INTER 01'1'1C K COMMUNICATION 

Secretary Korgenthau 

lolr. K!llMrOk 

DAn June 11!,19~'. 

( 

suoJe:no Summery ot K111tery Reports 

Axis Navies 

The Italian Navy now poaseasee the following bi g 
shi ps: 

5 bettleehipa (two, 35,000 ~one; three, 2~.000 tons) 

l 10 ,000 ton, 8- inch gun cruiser. 

(The German Navy has in service one 35,000 ton 
bettleahip, two 10,000 ton heavy cruisers, end has j ust 
completed its firs t aircraft carrier, the Gref Zeool 1n. 
The European Axis , therefore, so tar ee pure navel 
strengt h is concerned, cen scarcelY be considP.red a for­
midable force). 

(U.K. Operations Report, June ~ - 11, 19~2) 

Blockade or Europe 

Since July 1941, it is eetime.ted that 12 shins have 
arrived in the occupied ~rench porta from Japan. Eight 
ot these ships arrived in the lest two months . These 
ships must have carried 70,000 to 100,000 tone of cargo, 
ot which a large part must have been rubber. {Since 
the totAl German rubber consumpt i on is probably leas than 
200,000 tons a year, this accession must have been very · 
welcome). 

In the same period, seven shlpe left European ports 
tor the Far East. 

(U. K. Operations Report, June 16 , 19~2) 
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1Vo1ce ot tht Ob••t• Broa4oart• 

Pureuita in Weat aytt avoid battle 

Beoaute purauit tquadrona a~d with brand new rooke-
Wult 190't 'have etriot orders from above that, tor the tiae 
being, lo1111 .uat be avoided at all ooata i n the Weat• there 
•were no detenaive purauit plane• at all' to parr, the R.A.r.•a 
c:mden bo11bing .nd '~5.000 of our tellow oountryaen 1n Coloorne 
were made homeleaa• . (Th1a agreea with the Britiah eatiaate). 

At (Korla1e) in France 'the gentlemen with the brand new 
Focke-Wult l90'e lie in the hotel beda until noon and sleep 
ott their drunk,• Beoauee or the ordere to avoid battle, the 
R.A.F. at laden 1 c111e down to 6o aetera and bombed the aub­
marine abip;rarda and fraln alloa .nd the whole bualneae in the 
harbor and not a eing e purauit waa near or tar to protect auoh 
11 war-importa.nt cit¥ ae E11den. • 

'Wangltre' mituee Arlf '' taoil1t1et 

Althou~h the common front eoldier would give 1 h1t leet 
cigarette to hear onl:r a word tro11 the people et hoae• in 
bombed Cologne and the Ruhr e~ea, privileged •wanglers• c~n 
radio-telephone long oonvertat1one over Wehrmaoht raoilitiet. 

Even tode:r, men:r tront-eoldlere "do not know if their 
wivee and oh1ldren have been burnt to death, oruehed, or if 
that are alive and where the)' ere. Communication• between the 
bo11bed territor:r and the front ere out ott, leeve ~~ ~P~n oen­
oelled, mail does not arrive, and to 1nnu1re b7 telephone ia 
impossible.• 

Ae a •wangler,• •!he Ch1et• e1n~lee out •raotory men•ger 
~nd Cosmune-protiteer Bernhard Wolf-Limper• at preeent 1n Perle 
at 'Boulevard ••. ~. • Wolf-Limper, beoeuee of 1 hil tirat-olaaa 
oonnectione with the Part:r' wae able • to telephone b7 wireleat 
from Pari! to h1e wife 1n Cologne tor a full quarter hour• June 1. 

' This terioue mituee or military racil1tiee baa come to Ill' 
knowledge beoaute one ot our V-ttellen (listening postal over­
heard the wireleae oonvereation of the Wolf-Limper coupl e end 
even recorded a pert of it. • 

At thia po1nt, the prograa wee J~ed beyond 1ntell1g1b111t:r. 
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'Voice ot the Chief' Brosdcaata 

Purau1ts in West must avoid battle 

Because pursuit squadrons armed w1th br~nd new Focke-

315 

Wulf 190'a "have strict orders from above t hat, tor the time 
bein~ . loeeea must be avoi ded at ~11 costa 1n the West•, there 
•were no defensive pursui t planea et all" to parry the R.A.F.'s 
gmden bombing end ·~5,000 ot our fellow countrymen 1n Colovne 
were made homeless•. (This agree& w1th the Br1t1sh est1mRte). 

At (Worla1s ) 1n ~ranee •the gentlemen w1th the brand new 
Foo~e-Wult 190 'e l1e 1n t he hote l beds unt11 noon end sleep 
ott their drunk, • Beoeuse or t he orders to svo1d battl e, the 
R.A.F. a t Emden •came down t o 6o meter s snd bombed ~he sub­
e&r1ne shi pyards and grain silos and the whole bua1ness 1n t he 
herbor 111od not a a1ngle pursuit was near or tsr to protect such 
e wsr-important city as Emden.• 

•w .. nglers ' m1suse Army'a f AC111tiaa 

Althcuvh t he common front soldier would v1ve "hie last 
cigarette to hesr only a word from t he people-at home• in 
bombed Cologne end the Ruhr e,.ea, pr1v1lep:ed •wangle r s• c ~n 
rsdio-teleohone long conversp t 1on a over WehrmAcht fsc1lities. 

Even tod9y , msny front-soldiers "do not knol' 1r their 
w1v~s And oh1ldren h~ve been burnt to death, crushed, or 1f 
they are alive e~d whe re they ere. Communication• het~een the 
bombed territory end the front Are out orr, l eAve h~• ~~Pn con­
eellPd, mail does not a rr1ve , end to innu1re by teleohone ia 
impooR1ble. • 

As 8 •wanvler,• •!he Chief• e1nvl8e out •rsctory mPn~~er 
•nd Commune-profiteer Bernhard Wolf-Limper• ot present i n Por1o 
•t "Boulevard ... 115. • Wolf-Limper, beo,.uu or "his f1rst- cltou 
conneotiona wlth the Party• was able • to teleohone by w1 releee 
from Perla to hie wi re in Cologne t or a full quarter hour• June 1. 

•Tht e seri ous misuse or mil1tery feo111tiea hea c~e to m7 
knowle~e because one of our V-atellon (l 1ateninp: poets) over­
heard t he wireless conversation or t he Wolf-Limper couple ~nd 
even recorded a part or 1t.• 

At this point, the progr~m woe J~med beyond intel l 1g1b111ty. 

.. 

Regraded Unclassified



Regraded Unclassified



]UN£ 11- 18, 1942 

THE WAR TillS WEEK 
At. the Japanese advanced in Kiangsi and purt!ued their 

attacks on the Aleutian IslAnds, the general configuration of 
e>'tllta in the Far East suggested the possibility of an early 
attack on ea.stem Siberia. The offensive in eastern China 
iutcadily denying the United Nations air bases for the bomb­
ing of Japan, providing the Japanese essential security in the 

of attack on Siberia. Military observert! view the 
oaval attacks in the Aleutiall8 and at Midway a.a possible 
acrooning actions for such an offensive. Tho enemy has 
been &trengtheoing his ground forces in Manchuria over a 
period of months and more recently bas moved additional 
air &trengtb to that region. Whether such an attaek would 
take place fairly soon or perhaps toward the end of the 
IWillllCr was a matter of speculation among military observCrt!. 

Axis naval forces this week attacked two British convoys 
moving th!Qugh tho Mediterranean. British losacs have 
admittedly been large, but Anglo-American air forces took a 
beavy toll of Italian warships sunk and damaged. Simul­
lllleoUsly MaNJW Rommel's forces smaslied forward across 
lhe daert, nearly trapped the British at EI Gasala, and are 
oow threatening to cut off the British stronghold at Tobruk 
GOOe&gain. 

On tho Eastern Front stubborn Russian resistance has 
bal~ a heavy German onslaught at the gates of Sova.atepol, 
•bile the latest Nazi drive before Kharkov bas apparently 
~cd once more in ironing out a Russian aallent. The 
lllin German offensive bas yet to begin, although observCrt! 
bn considered it imminent for some time. Oo the diplo-

1 
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matio front, divergent reactions have g;eetOO the new ~ menta with Russia, but it ia generally believed that they strengthen the partnership with the Soviet and reprcaent, for tho present at least, a renunciation of Russian annexationist 
demands. 

Significana of J<rpatUU Ntwel Louu 
Estimates of Japanese naval losses in large combatant ships to date are as follows: three airerah carriers, five heavy 

cruisers, and ten light cruisers-with many more damaged. There is no conclusive proof that the Allies have sunk My Japanese battleships. The losses in carriers and cruisers may amount, however, to almost a third of Japan's pre-war 
strength in those two categories. 

It is in carriers that Japan will feel her losses most severely. Aa the naval warfare in the PACific has developed, carricn have proved indispenasble in almost every task force, while 
neither side has made very extensive use of its battleships. 

In recent naval engagements, American bombers have sunk or severely damaged the g;eater part. of Japan's newest and lnrgest oorriers-in the Coral Sea, one sunk (probably the 
Ryukalcu, 1941, 15,000 tons), and one damaged (probably her sister-$bip, the ShoiUJJcu); off Midway, two sunk, one possibly 
sunk, and one damaged (these four may be. the Akagi ond Kaga, 1927 and 1928, of 26,900 tons, and Harvu and &p, 1937 and 1938, of 10,050 tons); and off the Aleutian islands, one further carrier damaged. Japan now has in shaps for action perhaps five of the following six ships-two new oorriers of 15,000 and 10,050 tolll!, respectively, two sroaU carriers of just over 7,000 tons, and two converted mer· 
chantmen of 22,500 tons. 

Such losses may prove more serious in the long run than those suffered by the United States at Pearl Harbor. For, with a magnificent and la.rgely untouched battle fleet, Japan 

2 

BEOI!ft' 
may well la.ek the carrier strength with which to eecort. and protect it in major offensive operations. 

The Slwps of Thing• in ECIItem Siberio 
Cumulative evidence now suggesta that the Japanese intend to attack the RU88ians in eastern Siberia in the not very distant future. Some military observers point out that there are factors in the situation, notably the weather, wbich will be more favorable to a Japanese attack in late summer rather than in the coming weeks. The evidenco for such an attack is by no means convincing in detail, but the total impression is that the war may soon spread to this area. 
In the first place, the Japanese have recently sent substan­tial air reinforcements to Manchuria, coincidentally with the reduction of the air force in Burma. from about 400 planes to about 100. It is believed that the Japanese may have in­creased the number of planes in Manchuria from 700 t~ as many as 1,000. 
In the second place, it is known that the Japanose have steadily reinforoed the K wan tung ILrllDY during the period since Pearl Harbor, until they now posooss a force believed to be notably superior in size to that of the Russians. On the other hand, the statement of the Chinese military attache in Kuibyshev that the Japanese ~tly moved 18 divisions into Manchuria is considered fantastic by military observers. 
In the third place, some military observers are inclined to view rooent Japanese naval action at llfidway and the Aleutians as an attempt to screen oontemplatOO action against Siberia from interference on our part.. Russian supply ships plying £rom our west ooest to East Siberian ports by the shortest water route paas through the Aleutian Islands near 

the mainland and keep to the north of the islands thereafter (where incidentally fog ia leas prevalent than to the south of tho Aleutians). If the Japanese could establish bases in the 
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western Aleutians (they have ah-ea~y made landings on Attu 
and KiskA isl&nds), they oould more effectively mell&(e 
this supply route. More important, they oould throsteo a 
significant air route to Siberia. The Japanese P<*«<8 a 
familiarity with the topography and navigation of the 
western Aleutians deriving from their regular ope~atio>t of 
fishing Deets in that area and of tankers to refuel them. 

Finally, the recent serious naval losses of the Japanese­
especially in crucial carrier strength- have undoubtedly iro. 
posed limits on their capabilities in the immediate future. 
These losses have clearly made offensives against either 
Austrnlia or India much less likely and may have obliged the 
Japanese to adopt the Siberian alternative. 

Air Dill4ncu w Japan fr= SaOtrid 
In any projeeted invasion of Siberia, the Japanese must 

tske full account of potential Russian striking power in the 
air. Unless the invasion were so rapid as almost immediately 
to overpower Siberian fields, Soviet air raids might have a 
very damaging effect on Jnpaneso cities. Three significant 
centers-Vladivostok, Khabarovsk and Komsomolsk- lio 
from about 700 to 1,000 miles from Tokyo (see map), dis­
tances which are not too groat for reasonably effective ml\88-
t.arget night bombing without fighter escort. The distances 
would not vary greatly to other strat<lgie sites such aa the 
string of industrial cities stretching from Tokyo along the 
southern shore of Honshu to Shimonoseki, or to the maio 
naval bases at Yokosuka and Sasebo, or to the great iron 
and steel works at Yawata. 

Japanese Push Conlinues in KiangBi 
In China the Japanese drives from east and west along the 

Chokiang-Kiant¢ railroad are reported to be moving steadily 

• 

... ... ... ... 
( 
• 

••~'lt9•n ~IIIOC!t,ll •t . ..... ... , 101 tcet~&l'llf . IV IIIOII, O.l.t. 
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toward a junction. A military spokesman at Chungking 
declal'C$ that all eectio!lll of the 400-mile railway which have 
been lOBt to the Japanese have been rendered UD\Ill&ble d 
he denies that Chineee now fighting in Kiangsi Provin~ an 
threatened either with encirclement or annihilation. are 

Nevertheless! Japanese occupati~n of. Nan-ch'eng (not tAl 
be confuecd With N anchang, also m lGangsi) docs bar th

9 mOBt likely route by which de.feated Chinese troops could 
retreat. Nan-ch'eng ia the junction of two important high­
ways. A good road runs southwest through Ning-tu and 
Kan-hsien to the railhead at Shao-kuan in northern Kwang­
tung, and another runs southeast to Yen-p'ing in Fukien 
province. The latter road formerly bore the greater part of 
the traffic between Fulrien and the other provinces of unoc­
cupied China, and the isolation of Fukien consequently is 
now increased. The only remaining practicable motor road 
runs through the rough country of southwest Fukien to 
Jui-chin and Kan-hsien in IGangsi. 

The Chinese have now admitted the fall of Cb'U-bsien 
after bitter fighting. Elsewhere in China there have bee~ 
no clear indications that the Japanese are opening new 
offensives along any of the potential invasion routes (The 
War This Week, June 4-11, pp. 21- 23). The front in 
Yunnan, that north of Canton, and that about Pao-t'ou were 
all relatively quiet. 

Political OJ]cn~we in Kwanglu•IQ 
Coincident with their military drive northward along the 

Canton-Hankow railroad, Japanese political activity in 
Kwangtung Province baa notably increased, and an attempt 
to secure the support of Cantonese for the Nanking puppet 
regime apparently ill in progress. In Canton the Japanese 
have staged celebrations of the second anniversary of the so­
called Kwangtung Provisional Government in which various 
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Chinese puppe~ officials have participated. On June 13 
Tokyo reported that Wang Ching-wei, head of the Nanking 
regime, had himself arrived in Canton, where he appears to 
have a fairly strong following. It is to be noted, too, that 
cooperation between the Chungking government and its 
Kwangtung members has not always gone smoothly. 

The Chintu Aak a Unittd Sirokgv 
The Chinese press is reported to have received the an­

nouncement of the Soviet-British-American agreements with 
what one joumalis~ describes as "more or less polite expres­
sions of satisfaction." Nevertbelees, Dr. P. S. Foo, Vice 
M~ of Foreign Affairs at Chunglcing, baa taken this 
occasion publicly to reopen the question of tho relative 
importance of the Pacific and Atlantic fronts. The United 
Nations, he says, cannot expect that Japa.n will collapse 
automatically if Germany is defeated. 

At a Chungking press conference, Or. Foo is reported to 
have emphasized the role of "uni6ed" strategy. His state­
ments may re6ect dissatisfaction on the par~ of tho Chinese 
Military Mission in Washington- more or less publicly 
revealed- with their own role in the conduct of the war. 
General Hsiung Shih-bui, the leader of the mission began as 
early as April 30 to make a moderate bid for public notice. 
More recently, in appealing for arma for China, he referred to 
the need for "a unified strategy covering all Uteaters of opera­
tions". Recent reverses suffered by the Chinese have induced 
the mission to take its case to the press in a rather critical 
spirit. An article in The Nt:UJ York Sun of June 3, said by 
members of the mission i!$01£ to "correspond" to their posi­
tion, pointed out that General Hsiung had arrived two months 
ago as the personal representative of Generalissimo Chiang 
Kai-shek and the leader of the Chinese military mission. 
"In these capacities it has been hia function to apeak for 
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China in General Staff conferences called for the fonnation or 
Allied grand strategy.. T~ay he declared that since comin 
here ~e has heard no. discUBSlon of grand strategy and that th: 
quest1on of an effect1ve over-all COllllllAnd of Allied operati 
has to his knowledge come no nearer settlement." 

0111 

TM ChitUu MiuiQn 

The appointment of the Chinese IDission cruno soon alter 
the announcement on March 10, 1942, that Lieutenant Gen. 
oral J oseph W. Stilwell was to be "Chief ol Staff" to tbe 
Generalissimo. Chinese in Chungking oommented at tbe 
time that the group included aome of the "choiccst member~" 
of the Chinese military "brain trust" and that they would 
"ably represent China's interests in Allied war conference~~." 
The mission arrived in Washington April 13. 

General Hsiung was born in 1892, is a Mtive of An-i in 
Kiangsi Province, and participated in the Chinese nat~nal 
revolution of 1011. He was trained in the Japanese Imperial 
Military Academy in Tokyo. Although be has aome knowl­
edge of th~ Japanese and German languages, he does not 
spenk English . In 1926 he wns Commander of the Thirty­
seventh D ivision of the Nationaliat Thirteenth Army, and 
from September 1928 to November 1931 he was Commander 
of ~tb tho Fifth Division and the Shanghai-W00811J13 
gamliC)n. Be was Concurrent Chairman of the KiAngsi 
Provincial Government for the next ten years. On February 
25, 1942, Ge.nernl Bs!~ng wns called to Chungking, appointed 
to the Na.t1onal Military Council, and shortly theresftcr 
was assigned to his present post. 

Raids em Darwin llene1Dtd 
.After six wecka of relative quiet, the Japanese have again 

ra1ded Port Darwin. Three attacks on three successive days 
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were the heaviest since the initial bombing of the port on 
February 10, according to reports. Press dcepatches sui!I!CSt 
that tho Japanese objective is to disrupt Allied preparations 
for the offensive. 

In the islands northeast of Australia, Allied bombers 
attacked a Japaneee ba8e at Sohana, an island in Buka 
Pas8a8e in the Solomo011, where the Japanese apparently 
are continuing the effort to expand and strengthen their 
bases. Infrequent raids on Japanese ba8e8 in Northeast 
New Ouincs, together with increasing Allied attacks on 
the main but more distant Japanese ba8e at Rabaul, New 
Britain, would indicate, however, that Allied ffiers have 
been sutcei!Sful not only in halting Japancee expall8ion in 
the New Guinea area, but of actually repelling it. 

TM Philippinu J<rin tM UniWJ No.timl.a 
On Sunday, June 14, in a memorable Flag Day ceremony 

at the White House, Mexioo and the Philippines were wel­
comed by President Rooeevelt and repreeentatives of the 
other United governments into the ranka of the United 
Nations. For the Philippines tlll.s dramatic gesture was of 
peculiar importance, according to a cloee and unusually well 
informed obeerver of the Philippine scene. It signified the 
joint recognition by the United States and its war associates 
of the national stature of the island country which is now an 
almost autonomoUB Commonwealth under the American 
flag, and which, by Act of Congress, has been pledged its 
complete independence in 1946. The determination of the 
Filipinos to stand fast in the face of Japanese blandishments 
and coercion can hardly fail to be increased by tbe reception 
of their fla& among thoee of the United Nations. 

From the American standpoint, too, the occasion which 
added the Philippine flag to the banners of the United Nations 
was an important one. Long before December 7, the Hon. 
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Manuel L. Quezon, the intensely nationnlist.ic President of tht 
Philippines, had "assured the govemmen~ of the Uni~ States, in behalf of the Commonwealth, that the entire Philip. pu1cs-ita man-power and national resourcee-are at the cJ.i&. poea1 of the Unitt<! St~tes in the present emergency" (Annual Message to National Assembly, December 31, 1941). Through the biUer trials of the Japanese oonquest the Fili­
pinos fulfilled this pledge. Even WJ~h their oountry in the grill of the Japanese occupation, they remain loyal to tbe United States, the CIIW!e of the Demoeracies and, above all, to their own independent nationhood. Such rooognition of 
the lairnCM with which the United St~tes bas administered ita truateeship for the Philippines can hardly fail to strengthen the moral position of America in the entire Far &at during the war, at the peace table, and in tho period of post-war reoonstruction, our observer concludes. 

POfi«ript on Indi4n Produetilm 
.In commenting on the recomm.endations of the Grady­Johnson mission (The War Thu Wuk, June 4--11, pp. ~), Leopold Amery, Secretary of State lor India, has given them 

his general approval, while stressing the shortage of skilled labor in India and the inevitable delay incident to changing over Indian manufacture from job work to mass production. Meantime in Inm itself, the press outery against the recent and generally negative statement of the Indian government on the Grady proposals has evidently caused the Viceroy's Council to reoonsider. Sarker, member of the Council lor 
education, health, and public lands, bas implied that in issu­ing this statement for the government, the supply member acttd prematurely; the document, Sarker said, did not neces­sarily represent the views of the majority of the Council. A later statement, he added, might prove to be more coneili­atory. 
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On the positive side, Sarker advocated the adoption of aa many of the Grady recommendations as were practioable, and 

the utilization of all possible toohnical aid from the United ~lAtes. A prcpoeed War Reaoun:es Board, he said, might perform some of the functions of tho war cabinet recom­mended by the Grady.Jobnson mission. In aomewbat more 
~tieal vein, Targett, Director-General of Supply, bas declared that one of the chief obstacles to introducing ml\88 production in India is the attitude of the Indian indust~ta themselves: while perfectly willing to aeceptlend-leaso equtp­ment, they are not particularly interested in making sacrificea 
for the Allied war effort. 

The preas reaction ~ American intervention in Indian industrial problems bas been mixed. The S tar of India (which speaks for the Moalem l~gue in Bengal) ~ acidly advised the Unitod Sl!ltes to dCIJISI, and to oonfine ttaelf to sup1>lying Iodin. In friendlier vein, the ~du P~ bas. in general welcomed the Gmdy reoommendations, whtle warnmg that "even in the midst of a total war the Indian bureaucracy is not prepared to change methods and policies." One paper expressed gratification that the report did not appear t;o forecast a "powerful American vested interest m thiS 
country." 

G~t~ulhi Plans RuUlanu 
Meantime, the conversations at Wardha between Gandhi, 

Nehru, and Maulana Asad (president of the Congress) are drawing to a cloee. American corresponde~ts are u~der the illlpression that the Mahatma. has definitely dee1ded to launch a movement designed ~ Implement hiS reoommenda­tion that the British withdraw from India. In the Jun~ 7 issue of Harijan he wrote, " I fool that I cannot afford to.wa~t; 1 have deeided that e'•en at certain ri!ks which are obvto~y iuvolved, I must ask tho people to resist." In conversatton 
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with American journalists, be has not yet revealed what 
specific action be may be plannin~cept to aay that be 
was going tostartamovementwhicb would be felt throughout 
the world. Nor is the role of Nehru entirely clear. Despite 
the statement attributed to him, "we would not like the 
American army ... overrunning thl$ country," ob$Crvers 
in New Delhi believe that be may now be acting as a moderat­
ing influence on Gandhi. 

In the past two days, Gandhi and Nehru have both issued 
statements expre~Sing their firm opposition to any Jap&c8$C 
aggression in India, and their unequivocal dislike for the 
whole Axis program. With this, they have repeated their 
demand for the withdrawal of the British from governmental 
control of India. Under such cireumst.ances, they conclude 
India would welcome British and American troops as the 
forees of Allied states. 

Air and SM Baule in 1M M edilm'antiln 
Attempting to push two convoys through the Mediter­

ranean this week, the British fought air and sea battles that 
were among the most intense the Mediterranean has yet 
seen. From a welter of conflicting communiquels and reports, 
it appears that the Allies suffered considerable loeses from 
Axis planes, warships, and mines, but in tum aank an It.ali&n 
heavy cruiser and two destroyers, and damaged two I t.ali&n 
battleships, two cruisers and one or two destroyers. The main 
Allied blows were delivered by long-range RAF torpedo 
bombers and United States Army Consolidated B-24'• 
(known to the British a.s Liberatore), the majority of wbieb 
were American-manned. 

The Admiralty annoiUlced that supplies have been de­
livered to Malta and Tobruk, although with heavy losses. 
One convoy, moving westward from Alexandria, was appar· 
ently attacked by Axis planes from North Africa and the 
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A~n area, while an I talian naval force, including two 
battleahipe, cnililers and destroyers, was aighted movin& 
south from Taranto. The enemy Reet was subjected to 
aerial attack from Africa and Malts and returned to its baae 
on the night of June 16/16, the Admiralty announced. The 
Italian communiqu~ states that this convoy was foreed to 
turn hack to Alexandria. The other convoy was eastbound 
for Malts when attacked by another naval force of cruisers 
and destroyers in the neighborhood of Pantelleria. 

The coordinated timing of these two convoy movements 
was probably planned to divide enemy naval for-, while 
bringing relief to hard pressed Malta. British loeees have 
admittedly been serious, but the Admiralty has dismi-t 
as "fant.aatie and without any foundation" extreme Allis 
claims. The sinking or an Italian heavy cruiser may deprive 
Italy of her last veaecl of this cl888 now fit for sea, leaving 
only two heavy cruisers out of tho eight with which Italy 
began the war, and both of these now damaged. 

Rommtl Porus Briti3h RtlrtiJJ, 
General Rommel this week threw his reorganized forces in 

a drive toward Tobruk and the sea. He has foreed the British 
to abandon El Ga&ala on the coast and to withdraw to a 
defell!ive perimeter about I 5 miles outside of Tobruk. 

After forcing evacuation of Bir Hacbeim last week, Rommel 
drove east at EJ Adem and north toward Acroma where the 
main fighting took place. The Axis advance threatened to 
cut off British forces to the west, but the infantry division 
at EJ Oazala is said to have been successfully withdrawo. 
Other forces are working their way back toward Tobruk, 
though loaees must be expected. British tank loeaes are 
believed to have been especially severe, and the Axis is now 
credited with clear numerical tank superiority. Thia situ· 
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ation is in part due to tho effeotiveness of Rommel's 83-
dual purpose gun. Dllo. 

&mmel clearly has the initiative, and the latest British 
announcement~ indicate that he has forced Allied with 
drawal from E1 Adem and Ruegh to the southeast of Tob ~ 
threaten!"g t~ ~~~~. off that ~rt. from land supplies. ~e 
may agam be thinking or penrung up the British and rnovinc 
on toward the Egyptian frontier, despite the dillicuJu111 of 
supply and his own heavy loaees. 

American Bt>mbers Land in Turkey 
The Turkish Government is making every effort to be 

most friendly toward us in regard to the int<Jmment of the 
American bombers that landed in Turkey last week. Tur­
key's Foreign Minister gave aasuranccs that his government 
understood that the landings 11·ere unintentional and that 
these things mwst be expeeted in war time. The Ameriean 
p~anes h~ve attracted large crowds in Ankara, includin& 
h1gh offic1als and an off-the-record visit by the President; 
and people are reported to be impressed by this new evi­
dence of American participation in the E uropean war. No 
unfavorable comment bas been heard. The Turkish govern· 
ment has expressed the hopo that it may be given th!ee 
planes for transport use, where tho need is acute. Pcrhape 
as a warning against any too lenient treatment of the Ameri· 
cans, the Nazis are reported to have stirred up an anti-Turk· 
lab agitation in Bulgaria. 

The Turkish Foreign minisw is reliably reported to be 
very much pleased with the reoent Rmso-Britiab agreement. 

Laval Suk• Ntgotiai«J Peactf 
. There are new indications that Vichy policy is to pl~y for 
~·me a.nd work for a negotiated peace. Laval bas stated in an 
mterv1ew that the great menace is Bolshevism, and that a 
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Gennan triumph would therefore be 1- bad than an Anglo­
RussiAn victory. The United Statea, be feel8, hu no buainees 
in the war and can only expect to fight the Naais to a draw. r 
The Vichy radio is taking the same tine, emphaaiaing the prob- \ 
able military stalemate and the common interests of both ~ 
sides. Finally, i~ is reported that the French people want 
only peaee, tha~ P6tain and Darlan, ae well ae Laval, think 
the German armies cannot be defeated, and that air attacks 
will not knock out the Reich. 

In internal aiJairs, Laval appears to have strengthened his 
control over France and the Empire. Claiming that the 
country wae 011 the verge of collapae when be took over from.~ • 
Darlan, Laval has designed his internal policy to give him 
sweeping powers 8nd to gain 80me popu!Mty for his fel!>"l''-- 1 
He has apperently acted with energy in reprd to food 
!ems and the Blaek Market, and has restricted the hostile 
~U:tivities or Doriot's "troopers." h ia 1\lao reported that ho 
bas obtained the support of the Legion or War Veterans, 
foUowing an eloquent endorsement by Marshal P6tain, who 
publicly announced that "Laval and I are advancing band in 
hand" with "complete unders~nding and confidence." The 
problem of supplying 350,000 skilled workers lor Germany is 
still acute, however, and Laval IIUIY be forced to draft the 
men himself in order to prevent the Germans st<Jpping in. 
TheN ari attitude toward the French is said to be increasingly 
contemptuous. 

Azia Vtraua .A.Uiu in NorlA A./ric4 
In North Afrioa, German interest ia greatly increasing. 

However, tho announcement of immediate resumption ol 
Americnn shipments to tba~ area, it is felt i.n official quarters 
here, will be t\ eource of aatisfaetion to French officials in 
North AJrica. These officers are reported by official ob­
servers to be incrca.singly pro-American in their sentiments, 
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allhough paradoxically I:.aval's authori~y and powu ~ at the Mme time apparently making themaelves more and more felt. In view of a report indicating that Laval baa definitely decided to let the Germans rearm French d&­pendencies in this territory, it is felt that tho American shipments at this time, which are aimed to offset Gennan influence, assume increai!Cd importance. 
From Tangier it is reported that Laval will replace the pro-ally French consular steff there with a Consul General favorable to Germany. There are reports of C'>i!rman inveati­gatiollll of aU Moroccan airfields, and of meetinga between French Moroeean aviation authorities and the German and Italian Armistice Commissioo.s. These concessions to the Nazis are probably part of a reported understanding whereby diplomatic sources believe Germany bas quieted Italian territorial demands in return for strict French enforcement of tho Armistice Agreement& with both the Axis partners. SimultaneoW!ly, a propaganda offensive against American influence in the region appears to be under way with the publication on an article in Daa Reich (Berlin) accuaing American under-cover oflicen of attempting to separate North Africa from Franco. 
General 0~, the commander in Spaniah Moroooo, has stated that his country desires only neutrality and peace in Morocco, and that Franco-Spaniah relations there are good despite the efforts of Germany and Italy to stir up trouble. It is thought possible that Sutler's current visit to France may have eome connection with a "Latin eolidarity" move. 

&!.'0&/bpol H ol& On 
With the Russian Black Sea fleet sbolling the attacking troope, the Soviet lines around Sevaatopol have continued to withstand prolonged Na.zi assaulta. According to an Ameri· can military obaerver, the Crimean n&val baae, refueled and 
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resupplied by - last winter, can hold out for a long time to come. The Black Sea fleet, which is probably sUU bringing in supplies from ports farther east, ia a key factor in Sevaa... topol's defenses; a shortage of food, however, may prove an inereaaingly aerious threat as the Na1i attacks eontinue. For the present, the Germans claim the cap~ure of Fon stalin, four miles eas1 of Sevastcpol itself. And London observers suggest that the Naais may not wait for the fall of Sevastopol before beginning a general offensive on the East­em Front. Meantime, however, they are ap~ntly holding their main air strength in reserve. 

On the Kharkov front, while tbo Russians have restricted themselves t.o detailing the 106Ses suffered by the N01is in their week~ld attacks, Gennan military spokesmen MSert that the battle east of Kharkov is over. The Nazis claim to have achieved their objective of removing "the northern pincer of Marshal Semyon Timoshenko's forces"- tbercby revealing that the attack around Kbarkov was simply a C?"· tinootion of their previous efforts to straighten the RUSSlan front, rather than the beginning of a general offensive, as the Allied prcas at first announced. '!'he German re~rta con· elude ... ith the claim that the NaZI army has annihilated or taken prisoners the "remnants of the beaten enemy." 

The Anglo-Sa:ron AgrtemenU With 1M USSR 
The simultaneous announcement of the 20-year mutual assistance pact between Britain and Soviet R~aaie., an~ the lend-lease agreement and informal undcrstendmg. negot•a~ at Washington by President Rooeevelt and Sov1et Foreogn Min.ister Molotov, naturally brought elation to the cnpitels of the United Nations. Authoritative spokesmen saw m the new agreements the formal expression of a practical partner­ship which had been in existence for almost a year. Further· 
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more, they found in Foreign Secretary Eden's announcement 
that the Anglo-Russian treaty contained no secret clausee a 
bold refutation of the A.•ie claim that the British w~re 
prepared to tum the European Continent over to tbe Soviet 
Union. 

In the opinion of a highly placed American observer the 
two agreements hsve given Russi& the guarantee ro: bas 
long been demanding. Three possible avenues of eecurity 
were .open to the Soviet U~ion-th~ attainme?t of strategic 
frontiers, a system of collecttve securtty, or asenesof alliances. 
The first of these would have constituted a violation of the 
Atlantic Charter. The second must necessarily await a post­
war settlement. The Anglo-Soviet treaty initiates the third 
course-with the door left open for collective security later 
on. Whatever ambiguities the two agreements IIIAY contain, 
in any event it seem& clear thst, for the time being, the 
Soviet Union has abandoned its endeavors to prevail upon 
the British and American governments to recogllUe R ussian 
claims to territory annexed during the years 1939 and 1940. 

Britain cmd the U11ited SU)te8 
Y ct there were several aspects of the two agreements that 

evoked characteristically divergent comment in Allied and 
Ax.is capitals. A British observer, contrasting the binding 
Anglo-So,det alliance with the infonnal Russo-AmeriCIUt 
understanding, has asserted that this difference is e.'<pn!SSive 
of a corresponding divergence in American and British popular 
tlttitudes toward the Soviet Union. The average American, 
he suid, is still distrustful of Russia. While welcoming her 88 
nn ally in war, he fears the contagion or her form of govern­
ment, iUld doubts the possibility of effective Russo-AmeriCAn 
cooperation in the post-wnr years. In France, Laval's 
I.e M oniteur bas remarked that the repugnance of American 
public opinion «> a closer rapprochement with Moscow 
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pre~ented the United States from adhering to the Anglo­
Sovtet accord. 
~ Bri~, on .the other hand, our ob6crvcr continues, the 

So\~eL Uru_on _enJOYS a tremendous popularity ne the UDe.~­
pected sav•_or rn .the dark months of the war. Critics of the 
Chamberlam policy now profess to- the realization of their 
hotx"!, ~ 1~int out that such an agreement us the present 
one, if negotiated thT'Ile years earlier, might have prevented 
the war. Furthermore, with a strong political element 
already sympathetic with the Russian experiment (and with 
most of the Cntholic members of I ho lloui!C of Commons 
affiliated with the Labor Party), distrust of the Soviet Union 
nppears to be a far less common sentiment than is confidence 
in Rul;Sia's futuro. The Daily TderJTaph, for insttmcc, lind:; 
that. the Anglo-Soviet treaty's "most gratifying felllurc is ita 
symbolism of a new trust between the British and Russian 
peoples." 

TM Second Front 
On the question of a second front, there is a widespread 

conviction that Britain and the United Slates hnvc gone ns 
far toward giving Russia a definite commitment ns stmtegic 
ciroiiDlStances now pennit. Furtbem1ore, many commenta­
tors expl'ei!S the view that any ambiguity in the two docu­
ments IIIAY be partly a deliberate effort to confuse our enemies, 
and lhst tbe phrme "full understanding with regard 10 the 
urgent Iaska of creating a second fron~ in Europe in 1942" 
must be understood in the context of the war of nerves. 
Furthermore the BBC, while welcoming tho statement as 
terminating the former "stage of controversy" among the 
Allies on this issue, sounds a note of oaut.ion: tho Russians 
understand the need for careful preparation until "the odds 
are with us". 

In Berlin, however, the correspondent of Sweden's &ciaf.· 
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Dem~hate11 fmds the Wilhelmstr81!80 unimpreeeed by the Allied threat; German official circles evidently take the line that the Anglo-Ru88ian pact is a "suicidal emergency propa. 
ganda measure" evidencing ';he dist~ sit~tion of the Soviet Union. In the same vem, the Berlin radto Ml!er14 t1lat the signing of the pact "will not change anything" in the 
military situation. 

Tht. &nclitv or the Atumlic Charter 
The Anglo-Soviet Treaty apparently sidesteps the crucial 

issue or Russia's post-war boundaries. But the renunciation of "territorial aggran<liument" and of interference in the "internal affairs" of other nations has naturally proved reassuring to such countries as Sweden and Turkey, which 
have long feared Soviet aggression. There is, of course, no specific statement that this renunciation applies to non· RU!Sian areas annexed between September 1939 and JUDe 1941. The British and American press, ho\\-evcr, generally 
adopts the aforementioned point of view that the Soviet Union, for the pi'Cl!ellt at least, has dropped its territorial 
claims against Finland, Poland, and the Baltic States. In the United States, at least two well-informed oclumn· 
ists have given a ocherent acocunt of the negotiatioruJ pre­ceding the signature of the two new agreements. For weeks on end, they relate, President Roosevelt and Secretary Eden stubbornly resisted So'~et annexationist claims. The lend· lease agJ"eement and the mutual assistance pact, plus the 
American declarations of war on Hungary, Bulgaria, and Rumania, finally emerged as complementary measures of security offered in return for Ru88ia's dropping her demands. The ~Sanctity of the Atlantic Charter had been saved. 

The British press generally adopts the line that territorial questions have simply been postponed until after the war. 
The Dailv Erprtaa thinks that "these comparatively lesser 
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matters" have been left "in abeyance," while the Mandtt.ur Guardian'• diplomatic correspondent expresses the view that questions of boundaries can only be settled at a peace con­ference; the treaty guarantees, however, that they""~ be settled on the principle of self-determination." The Timu, while pointing out that no word of the treaty conflicts with the Atlantic Charter, ocncludes enigJ"D&tically that "a coun­try giving a promise so far-reaching (as Britrun's)nnturally desires to see its partner strong in all forms of defense, eocnomic, military, and territorial." 
Tho FillJ18 interpret tho Anglo-Soviet arrangements as a seU-out.-the conservative Umi Suomi predicting the annihi­lation of the Baltic States and a new mutilation of Finland. The Swedish press, while noting a lack of clarity in the Allied statements of poet-war intentions, sees grounds for optimism as to the fnte of the smaller northern states. Nya Dagligt 

Aluhanda asserts that Britain will have some say in M06COw's future arrangements with Helsinki, and D011em-N yhtur finds that the Anglo-Soviet pact disproves the Nazi claim that Eden has 110ld Europe to Stalin. Berlin naturally views the renunciation of territorial claims as "pure bluff"; "the Baltic, Finnish, and Rumanian peoples know the true value of the 
Soviets' word from bitter experience." 

The Poat-TV or TV orld 
On the post-war significance of the agreements, there is n 

characteristic divergence of opinion. TheM anda~ Gunrd­ian hails them as marking a new epoeh and applymg for tho first time the lessons taught by experience that "neither tho 
balance of power system nor a League of Nations that is ~ot strongly underpinned and equipped with l~rge constru~t1ve powers can save Europe." On the Conbnent, Laval. s U 
Moni!tur finds that the post-war clauses o~ the treat~ ~·m n,~ placing all Europe under an" Anglo-Bolshemt condommJUm. 
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The Berlin radio takes a somewhat different position in under. 
lining the "incomparable mistrust" that Stalin, ChurchiU 
and Rootsevelt "have in each other." Rome views the Pact 
as an indication of the "progressive degradation of tho Anglo­
Saxon powers in their servitude to the Soviet Union." For 
the future, the threat of spreading Bolshevism will probably 
prove the most fruitful Axis line of attack on the newly­
affirmed solidarity of the United Nations. 

Chikon Struggk Over a Brt4k With the A:N 

During the past three weeks the conflict in Chile over the 
~c of a break in diplomatic relations with the Axil ( IV or 
Thia IYuk, May 14-21, pp. 17) has been intenaified. A cer­
tain element of public opinion is undoubtedly influenced by 
an aggressive campaign by the leaders and press of the 
Communist and Socialist Parties and the Chilean Confcders­
tion of Lnbor, urging a break in relations with the Axis and 
stem repression of fifth-column activities. The Socia~m 
have not only decided to bury the hatchet with their old 
enemies, the Communists, but are attempting to unite all 
leftist nnd left-center political groups in a new anti-Axis front, 
which would have much influence in the Congress, although 
probably not a voting majority. 

Other developments have strengthened the hand of thcee 
anti-Ax~! forces. The i'lJluential but hitherto neutral El 
Mercurio and La N ocitm roundly denounced tho Axis on the 
oeca.sions of Mexico's entry into the war and of the announoe­
ment of the Anglo-Rwsian pact. Recent American na,•aJ 
victories in the PaciJic have done much to restore confidencs 
in the cause of the United NatioM among a public generally 
sympathetic to that cause, but which recognizes that Chile's 
weakness must oblige her to back the winning horse. A con· 
gressionnl Committee to Investigate Nazi Activitiee h~ 
initiated hearings. Its effectiveness in influencing pubhc 

22 

opinion may, however, be limited by rightist opposition in 
the committee itself, and by restrictions on publicity and 
on the calling of witnC68e8. 

This apparent trend toward n break with the A.~ia has not 
gone unchecked, however. President Rios and tho rightist 
press have reproached Cabinet ~later Oscar ~h~ako .an~ 
other Socialist leaders for OPilOSitlon to the administration • 
policy of neutrality. Foreign Minister Barros Jarpa has 
assured the press that rumors of an imminent break in rela­
tions are groundless and that Chile's position has not changed. 
At the instance of tho German Ambassador, Barros has 
announced that press attacks on the Axil will be curbed, in 
conformity with a general provision in existing Chilean l!'w. 

Rios and his foreign minister have repeatedly. pro~ 
that Chile's foreign policy would closely rellect public opm1on. 
Evidently, they are not yet aware of any. ma!ority sen~iment 
in favor of a break with the A.'<is. Nor, m VIew of the1r own 
strong convictions that neutrality is ~e best course for 
Chile, are they likely to permit such sentunent to develop too 
hastily. 

Bolivitm Laxn&a in Dfl)orl4twn of 1b:is NatWrnll'l 
Although the Bolivian Government has exp~ it;' wil­

lingness to cooperate in deporting da.ogerous Axil! nationals 
from that important tin-eupplyiog country, the fulfillment of 
those promises bas not been satisfactory, it is reliablyrepo.rt~. 
A powerful German commerci~l group~ impo~t Bohvtan 
friends and relatives with coruuden.ble influence m the go~­
ment, it is said. Only last ,..eek, when a gro~p of Axis 
nationab was supposed to be llown out to a PeruVI&D ~rt for 
deportation, the National Police obstructed the action b_Y 
delays in rounding up the deportees. In all, some 98 Axis 
nationals have been l.iated for expulsion, but so far only 10 
have left the country, and their departure was voluntary. 
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JAPANESE AIR POWER 

( 

J!'pane6e ftret·llnc "'' aLrengtb and avaHablc reeu-rve~ a•robabty dce.Un«t trona 
6,200 at the beginning ot the war to about~· 700 by the end or April, a.ecorcun

1 
to 

a mf:morandl.lm pNpa.red by tbe Ecoootlllca Dlvt.loa of the <>mce of Skattp. 
Servlctt. The udon~at Midw&y and lo the Con.l SN COlt the J~ aootbtr 
200 to 2510 pla..ftN In immedta~ combat ~. ~na to tbe prtt~tot eetiau* 
ol milit&rY obet'n't"rt. M a ttR.It.. It ia polllble tbat tbt J&p&ocJe a1r foi'Cit •r 
now be ruDy esttoded Oft txlttlns froota. U Japu II DO• Impelled for •"'~ 
reuon• to open AD Immediate ~ att.ck on Siberia, abe wiU do 80 1ritbout 
Lhe protection of adequate f'MerYt'll. 

Tl~ "depth'" o( J&J>AIWIM air 1t.renst..h hu belen et.c~ad lly decreaalns aint4' Pearl 
llarbor, a.ccordins to tho anemorandum. Oy the end or AprU, tolal oon1biJ 
meen·ee mAy have bc(ln roduoed to about 5ti percont. ot tholr original atrtnlth. 
Moreover, lC we tnlude daJMged plAnes (out of MUon but tubject tO reJ*Ir) 
tbe Japa04l8e poeidoo would bt tdU Jeaa favorable, whb perba~ onl1 about 1,01i 
ftm.-llt~oe combat reetn'N rema!nlns to her at the tod ot Ap:riJ. or -40 Ptrwtlt ot 
~Peat~ Oazbor reeenoe ttreaJlb. U then we deduct a m.ltdmum ot 200 ,a.... 
tot\ la Lbe reoent tap~tmecu.e at .a, tbeee rtlltfT• 1I'OI.I1d ht. wn~ be ~ 
10 oni,J 87S eombat pll.nee. 

TM.ee caleulatioot bowever-u the memorandum poi.ata out-are bNed 011 
nclmates of outpu\. and nonoomba\. louee. Amona thadenw of tbil pi"'ba 
11ueb eetimalce va.ry wl(lely. For example, avallablf) ettJmatee of aetWLI t<K.al 
J)rO<h.!ct.lon or airorlllt In Japan nnre trona 200 to 11300 per month. The mOtl 
aulhorito.th•e eat.lmatet, howe,•er, cluster around a JSau,. ot 160, of which roo3hly 
70 pen::ent. are eombat plane~. Since this is the ettlmate whleh a ppe.n t.o bt 
tnOtl eonslst.tnl wilh ochc!r h own ta.cta (it ia ruue:b hlaber than the preponderMIN 
o( Mli.mataJ), lbiJ 81\ll'e h.N betn UMd. 

t..ua Si~W PIGri II.,._ 
For the fi.-e monthl t:Ddlna with April, tbt oumber ot J a,.._ p1aoM oC5dalb' 

11!1~ lO have lxoen 1hot do.'n Ia aetion ~ a tott.l ot I.SlO (includ"-1 W 
pia'*' ela.irued by t.be AVO). Sueb a Gsure, however, ~preaenta only a '*' ot 
the totl.l wut.age of pl&lltlf lnvol"ed in a military c:ampalan. Noncombat JOliN 
(\uually oecurring when pllota s:et loet. or nan ouc of &t.&OIIne or when pliiHII art 
dam113ed io reeonna[M.anoe, cruh land[n&J, or faulty talc.-oft'•) &ee:ount for &notbl.r 
algnlftc:&nl. pllrl of totaJ lONe&, to wbieb mutt aLio bt added planet uaed up Ia 
training &nd tf'Atllll)Ort&doa. and thoee out ot operation tor repair. For lM 
pteteot, mimate. ol lutb IOIMII must be bMed &ata:d7 on EuropND exptritDet. 
But. lf we adopt • C"OUtrvatlve •Stwpoint. &od ...Ut adJuttmeDt& tot dil'e~ 
Ia eooditioos ol operadoo. It Iii ~ that lbt &oc.al lru.-liDe .uu.ath ~ 
ca.rriod to or&am&ed rorm.acJoot) plus comb.& ,.". bad doccUood ti'QID $,100 
ta Deoember to &bou' 1,700 b7 AJ)ril30. 
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Tbilt &pre ....... the ~ ol output lllltDtloDed &bo~t 760 plaaN 
pu IDOQ\b ol all t7pe1. The ~ procha~doa •imat.e.-1,100 to 1,200 per 
moclb-an utJftly hK'Cin.Uteot wilb Lbe rtt&t1ffi71ow e&tlm.atet ot Lol.al •tn:D«\h 
at lbe out.bruk ot tht wa.r. aDd .uf:h a JM'O(Iuet.loa rate coWd DOt be atbkvecl 
ovemight.. 

WhUo J apan'1 lavllh u.e ot a.Jreralt In the ftrtt monthe: or tbe ., . .., mlkbt •ucae.t 
a ~ter output tban wu at fint auppOICI(I, her incentive then drove btr to teek 
a quJe:k &.nd deel1lvo vlcUtry and teetned no doubt co j1111tlty euulnal11to .-.erYtt 
to tbe tuUett exten' nece~S&ry. The nl!Clll&tty for •uf:b a quick victory rul.ahlttiU 
compel tbe JapiJ)ell' to Nk tb61avS.h expead.ltu,. ot ~et, a.ttO«ll.n.1 to 10me 
obeerven, U .uc:h & ·~ would Improve Japu•• ~·nm potitioo ol MCUth,J. 
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