
IDOI.UDUJl 

To: Secretary Xorgentbau 

Froa: Xr . Paul June 24, 1942 

Attached 1e a copy of the Robertson 

aot1on on the poet-war credit, with changes 

roughly indicated. Later in tba day I will 

eand you a copy of tbe finally enacted aotion. 

Utachaent 
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to: Boorotarr lor ... ..._ 

rroa: lr. Paal 

Uuo~od lo a oopr of tile l obertaoa 

aoUOD 011 \1110 poe\_... orodU. wltll oMaiH 

rouplJ llldloa\od. L&\or la \~o d&J I rill 

etn4 rou a OOPf of \be flaaltr oaaotl4 aotloa. 

RIP:ara 
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,UtC H IE I.OCHHIEA O ......... " 

UNIVERSAL TRADING CORPORATION 

Juno 24th, 1942 

JeT clear llr. S.cretarya 

830 P'lnH AVI:NUC 
NEW YOftt(. N. Y • 

lD Tiew ot tho nry brUt cable ..... , .. recei.,.d 
1n tbia ccUDtry &Jmouncing llr. llanu.l Jl'ox'a tt .. th, •• dio­
patchtcl a cable to llr. 1 . P. Chon tor tllrtbor intoreaticn "" 
btbalt ot lire. Jl'ox. 

'fbo cCiltente ot tho attaohocl OOP7 o! tho cable 
ropl7 troa llr. Chon hlo boon traneiDittecl to lira. I"OJC, and I 
tboU&ht it IDight alae be ot interoot to TOU. 

'fbo Honorable 
Honey llorpntbau, Jr. 
S.orotary or tho Treaeury 
Waah1ngton 1 D. C. 

• 

Sinoorol;y ,.nura, 

~ 
Aroh1o Lochboacl. 

Regraded Unclassified



UNIVERSAL TRADING CO .. PORATION 

ARCMIC:: LOCHMCAO eao P'l rTH AVCNUIE 
NEW YOIIIK., N, y , ••CI II &IO T 

Juno :U.th, 1942 

111 dtoar llr. SeoretarJ' 

In 't'in ol the .,..., brUt oabl. ••aa1•• reoe1'1'H 
in tbio OOUJitry &DilOUIIOl.ng lr. lfanul FOX11 .. oath, ft clil­

jat<l~d a oabl. tc lr. I. P. Chon tor tvtbor 1Dtoration om 
bobalt ot lr•. rox. 

'f'ho OODtoDta ot tho attached OOP7 ot tho oabl. 
repl:r tr011 lr. ChiD baa boon tranaal.ttad tc 11r1. rox, one! I 
thought it llipt alao bo ot 1Dtor11t tc ;rou. 

'f'ho Hcmoroblo 
H•nrr llorpntheu, Jr. 
S.oretarJ ot the t'naiUT'f 
WalhiDgtoD, D. C. 

S1noorel :r ;rouro, 

Regraded Unclassified
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TO 

Subject: 

TREASURY DEPARTMENT 

INTER OFFICII: COMMUNICATION 

Secretary Morgenthau 

Mr. White 

Cuban Gold Purchase Contract. 

DATa .Tune 24, 1942. 

1. You will recal.l that when the Cuban Finance Jt1n1ater 
was here in llarcb you approved our plan to aell gold on 
120-day credit to Cuba provided the unpaid amount sold did not 
exceed $5 million at any one time. Tbe contract would expire 
.Tune 30, 1943, subject to earlier termination at any time. 

The purpose of this ccntract is to enable the Cuban Govern­
ment to iaaue peso currency against 10~ gold cover 1n order 
to purchase dollars during a period of balance of payments surplus 
such aa Cuba 1a at present experiencing. The dollars thua 
purchaaed would at once be used to pay tor the gold. 

Cuba's uae of this device grew out of the recommendations 
which our Technical Mission made laat November. 

2. The Cuban Finance Miniater baa now informed ua that 
the contract, which will be aigned on Cuba'• behalf by the 
Cuban Ambaaeador, ia satisfactory to b.ia Government. The Legal 
Division baa examined the documents forwarded by the Finance 
llinister and baa informed me that they are 1n order. '!he Cuban 
Ambassador ia ready to aign the contract at your convenience. 

3· When would you like to sign the contract? Tbe Inter- /1 
American Conference on Foreign Funda Control open• next Tuesd~ 
and 1t might be belpf'ul. if the contract could be signed betore 
then. 

Regraded Unclassified
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TREASURY DEPARTMENT 

INT&III 0~& COMMUNICATION 

81tuaUon 

The aaoWit ot lighterage tre.t.ght 1n etorage and on band 
ror unloading 1n New York harbor oont1nuea to bold w1tb1.n 
t he range of the paet 6 aonthe, 1noreae1ng b7 434 oare leet 
week to a total ot 20,8$2 oare. (Bee Chart 1.) In ooapar1-
eon with 14, 033 oarloade i n ra1l etorage fao111t1ea at the 
end of the week, there wae a4d1t1onal etorage apaoe aYa1l-

able tor 5,75S care. . 

Export s troa New York laat week were reduced b7 
}l8 oars to an eet1aated total ot ~ ,163 oare.(8ee Chart 2, 
upper section.) 

Reoe1pte of export freight at New York inoreaeed b7 
· l,)}S oare lae' week to 7 , 554 care, largel7 reooYer1~g the 
decline ct the preY1oua week. Sharp ga1na were shown in 
rece1pte tor export at 9 other North Atlant1o porte and 
at 6 Pacific porte, fhe toraer increased b7 43 percent . 
( 1,207 care) to a total of 4l005 care. fhe Paoif1o Coast 
receipts roae 52 percent (l ~61 o~a) to a total ot 
~.264 oars, a new b1gh tor t he 16-aonth period ooYered b7 
our figuree. (Bee Chart 2, lower aeotion.) 

Regraded Unclassified
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m1c LD. Pllz 
This tcltgrom must bE 
pnraphrnaed befort bEing 
cocmunicnted to nnyon£ 
other than n Governmental 
a(llncy. (BR) 

Dated Jum: 24, 1942 

Rtc 1d 12:23 a .m., 25th. 

Secretary of Sta te , 

1'/c shincton. 

469, June 24, 6 p.m. 

Dtpnrtment 's circular teltgrtlm 

rcc r r dinG United Statts currency . 

As reported in Embaesy la telt&rnm 425 of June 13, 

l P. •DI • , Bolivian Govtrmntnt has instituted no control 

mt nsurt s in aecordenct with Department ' s suagcstiona , 

Bc.nks hnvt not be En inform£ d officially e.nd ~.s 

prtonutionnr,yrnEnsurt arE refusing to buy United Statts 

currency or evEn aeetpt it for transmittal to thE 

Uni tEd States. There corecqutntly is no ltgitimett 

mor kc t , Embassy understands somt dollnra arE being 

bout;)lt i n Black )lark£ t at 2~ dieGount but lu:s no 

i nformcLion conecrnins volumt of such trade; amount 

is undoubtedly small . No l nr r,t blocks of United States 

currency crE seekinc m~rktta . 

Chergt Tre asury. 

BOAL 

nn 

Regraded Unclassified
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!ot.l .... _., -w \o .1,1111,000,000 or 71 percoat ot 
apoa41hfto. IM1Uial t~lai ot Ulll\~ Uac4a o~\voo 
of •l,a,o,ooo,ooo ..-z~a•lll 50,...., ot oq 41\voo ...... 
ob\alae4 tree rn..... tl,l)ll,ooo,ooo -. borrcw4 t- t1ot 
public 1a \118 \wo rto\o17 1-o t15,000,000 t- \118 oalo ot 
-.. oa'l'iap cor\Uloaieo M4 ,...,. wl.\11 a Mlllciblo lac­
a borrowlal tna U. liMk ot a....Ja or \Ill c:Mr'-* 'boob. 
Deop1\e laoreaa~ W..Uoa M4 oooopuloo17 oa'l'iap epprczia\ol.r 
tbe - _, wUl lion to be borrcw4 41Lr111c 1CJII2,.43 tlooal , ..... 

.1. &etall~ aul.Tw1o ot \118 lloqet will bo to......U4 
ollonJ.r. 
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Treuury O.part .. nt 

Divieion ot Mone\&ry Betearoh 

Da ~ •• _1/.!:.._ .... ____ •. 19 

to: 1I1M Chew>c.,­

Proa: H. D. Wll1 ~ 

Pleu e call w the Seoretary'e 

attention, 

' 

' 

\ 
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To: 

!rea.oury Dep&r~nt 
Dlvlolon of Monetary Reoearch 

262 

Dote ..•. _o!'!M\!! .• ~ .••.• !.9.kL._ 19 
Secretarr Xorgenthau 

lrr. White 

Germany - Securities Control 

Fuller intormation on the German securities 
ordinance or June 15 indicates that the 
wao misrepresented by the American press and ia 
or no great importance , The ordinance dooa not 
involve any reversal of t he previous sympathetic 
attitude or the German government toward corpo­
rate profits, It does not imply any change 1n 
the control over German industry, 

'lbe ordinance is directed toward preventing 
any large diveraion of funds into the security 
markets and any substantial riae in security 
prices--to t he extent that these might become a 
public eoand&l, All that it requ1ree ia that 
an individual who baa made a net investment ot 

marl<s n 

Thia ordinance has no effect on anybody who 
haa not made net purchases of more than $40, 000 
of securities since the outbreak ot war. Should 
the Reichsbanl< choose to abstain from exercising 
the initia tive permitted by thia ordinance, the 
ordinance might not ev~p _have any effect 1n the 
cases where more than ~,000 worth or securi­
ties have been purchased. 

Amer . Embassy, London, No. }524, JUne 2~, 19~ 

\ 
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.... ,... .. 11..w.& .......... &tU, lt.Uil 1a 

1\1 ,., ....... pleee t.U ,,.,~ .. oalr t , • 

..U, ~ - rt •. • ts I 111 to "-
1. na P u u.a ,.. a. fllllatftU. ..a eotnl • 

•·]1 rV' fll •u•ltl• _.. dlnet _, ....... alltl Is 

• IleWl Ul.alaw at 1 n-. .... a ,, •• 1s11-• 

• Du • 11 ._ 1Nllv •• JISalaWW CD st1 ,_ aa. 
Det-.. cl ... tile ,.. to 1mwtlp\l .... ,., , 

pa•s tl.n. S.,t '•lt U.. fe.,.., _.,till 
p&JPII at \h1a tatiW ella Jllalaw ol I I 7 1W-

sac a1•et to NtU1N ?be 11 u 3rssJ ...,..u. "' .-k 

IT nltlw •• _. • dw • M 'lllc)l& 'edpnU. Be 

.. &1.- ....s.l • •.-Ja• ... 8111 ot ... ftCllterll 
~ _. tM la w' tat tM pan I • !Ill •••ss• 

*•- 1a ........ "' - .... llnl ......... 
tal T I wriasa ..._, -.r' '-7 ,...re, .. lta .... tl.- eat 1 TI to •• ,... all tilt •h ........ 

.. \IN t.rtteald". 
c. a. ..... _, 

.. I tl ... tilt Ia a flo 'th1a J II 'Jet.la .. a JN-

llah ., ••U• fl ... .-....... altb ¢ W 

... lnl 
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-·-
u qulre4 al~~e• !Apt•ller 1, 1ta8 .. ,.. te be ,..£11te ..... 

1t provlde4s 

(1) That lll10M hol41Ag on t he llulpated "fhb&­

dou c!I,Y a!!Area piii'Obuo4 or othorwlM u,ul,..c! 11ue 

wopt cbel' 1, l~X>l! •\IU h&YI to Nport th. ncala&l. •&lui 

ol! oll auob aharea to the .t.l obabaolt. 

( ll ) ~·• • )11cb, llnoe :>.ptnber 161 19(1, !Ia~ lieu 

lrL~l•rra4 \o &111 relathu, tlllplo,..u, au'btldla17 -

~anlu, et o1tera, &Ill 11hich ••re aubJaot to t.bol N ,:1etn.­

lloo or dar baa to be roch torec! 1A the IIAlllt o! the pr1er 

Ollllor . (Apparentq tl'&ll a! era ha<l boan M4• w1t.h naaht 

1ntan t. Cln the nen o! the .l.ap•nclln Nltrlct1Cinlo) 

(S) AD ~~:~owt upreau4 lA l't1oba::larka un ~> "c iii'Nnt 

val~~t" or nUa:l t • quotatioc baala ae o! a , l .,.n ate 

~~aa lG be t1se4 at a later tlat. Onl7 ne t purw au 

IWI l>eptalltl' 11 1$3~ i ll IUIII O! th11 UOUDt. .... 

lla~ll to r • .:htraUon. 

(4) Unllat~ •hAN• anc. atourlUu tra(e4 Oil !lethtr­

la:ldl Boiii'MI 11011]4 be 'br ous;ht ~tr tht N &htNUOil 

roqulra~a~nt at t he dlaoNUon ot t.bt 1\t lch Ulnhttr ot 

eonozlce. 

L. The re(:iat ratlz utt _. 10t tor wch 15, lOU 

b7 a l'ttulat.iGD o! ;ar1h 1, 1~ AD a::~o~mt ot 100,000 

reic~l 
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•• !1114 u tM llaU of ...,u. aline &18 aot ,_ 

challl alAM Sop\nbep 1, l~ "" to lie 4o\oralM4o 

ihh U011Dt aa to lie MlovlaW em the llula of tbo 

o!!lclal q11ot&tlC111 oo t oo•btr 31, l~l or oa the ~11 

o! t.b8 lut quoh4 prloo lleforo tb&t 4oto. 

£, The cantroll outl1.n•d abon "" utanded u4 

:aore preo1Ml.7 ~afl.ned b7 tho ordl.nanoo ot J~U 1~ 

n !errod to lA tho Oopo.r\ent'• \tlt£1'1111 no. 1!831. Tllil 

!ollowl.nt: poraphnM 1no111ill auch in! ora tlOCI. oOIICtl'llla& 

the recuJatlou u 1o nallablt and 11 troa a r01..l 

JlV.blilllld ln tho NB'tiS lil CiCST dated limo lG, liMa ot tbo 

3rlthh ID.Alatr, or In!oraUoa. Tile Lti~~'l artlelo la 

turn wu -la'ocl tr-. tllil !'ti: IGBSO£$~TZBU.T1, part I , no. 

Januar1 U, 11M2 1.n 11h1ob, •• publ1abo4 tht tnt ot tbl 

ol'tl.IIUIOo !be XW1lr7 ot Eeonoalc t artare hat proYlil .. 

auch t.n~•tl•• o...-nt ann o&pllnatlon a• l a pre,tat.l 

be 10111 Tb. o l'Cll.n&" f i'OY 1A!o11 

(1 ) It and whln tiM IQ.nlotor or r.co~CIIaica 111 fto ro, 

l"curltlu renhtoroll tlAGo llarob 16, l!Mla~at lie aol4 to 

C:. l'.olaha'-nlt at a prloo oqual to tho quotatloo Plll1Ac • 

lloeabop 311 
~1. (l&l,y IUGh IOIIIJ'ltltl II art c!nanll .. 

b7 lhe 'Jlnb toP of lcoao&lOI 110 .. bo IOldo {lol7 \hoM 

auv.rltlu 11hloh ropr01oat on uoo11 or purobaH onr 111 .. 

of u 
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,o! ~ aDOUAt ~~ ltxltOOO ?•lela "'u •S.. ~opt p w 
I 
111 19:11 &1'0 aubj.ot to .U. i\bat 'buh wlll be U184 fW 

~~L~l'A1n1n c: tbl rut1cuhr 1uuoe to be 4 n"OI! Ol&t ot 

lbo o...,' r. "tal bol~ bu not beell olu1t1 ... ) 

(2) •• or;btratlcm h "'''I'Ul110f7 :or 1111 n .. ; woohsMI 

..a 1 a!tol' J.&rch 16, lNa 1f tbl Noult of uoh J'111"0b&NI 

b t o ~lll ~ up t o 100,000 ::atch rica the total of par­

cbA-.u a.lnco opt...._ l, l!l3Pe (A p&l'tntq, 1t r.urobu .. 

l'e&e~ l .V, OOO . .-J"b -lea llw-ln.; tM _,., Nt;1atrat1oa 

l a cOQI'Ulnorr, altboudl 1t 1a • • clll&l' that tbll ,.. ;ula­

tL-no ro .,&U'd!n.: en!'oi'Md f>u• lnolu 'o onl;• ctcnU•lUoa 

~•pr•oae.,tl.A . not pwoba"oa• 

(3) lhl ll.l.AJ.otv or ~oaa.lo11 at h1 dhoretion -., 

( •t a.~ t l a.> r.-~• tbl tl:;ure or l.COeOOO T.eichs..r:ta !)()';; 

111at! u tho Luis or deteaoa1n1A; tdloth.r ODe'• hol&::t 

are •~bJoot to reelatratiou o:o t o cell s"i up. 

(4) ~Jillll'a of re..;1at'"4 aecuriU11 Da:f aall aq 

o! C.oir :tOOUP1t.1•• ~ 1! tbl aoeur1t1o• to be eoU 

( t.••• i11•et o::'toai"'i! 1n tT1t1n .. to tJw i\elehJ~ flAil tbl 

.ul'h~bauk roi'w14111 the ott•• 

(b) . ho PA1ohtbwlk w1ll ~ t v tlql MW'ltloo ... 

tJa.U1 oallad 11.1' tt1th .l.Aterea t bMr.l.A.; 1\eloh 'i'l'euw'7 bcD1a 

o~ c••rr.ot 1cwe which .Ul t.. plaoo4 1A blookot. acOGIIIIltee 
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.,. 
Die MSalatao elll 'e ::..r ... lM•pNb tall 

pu'(o•u or a.. r .. plaj: "1711.1&1·· • r.u... 
11M t1rd 1• \o pNWDt MoY 'llll1la. rlae 1a • \oQ 

llli&Z'kot vrloe• w at but the •1 IMNDOI of a1111l a rbte 

f,eoaut e of tM .-1 OP f•eied ra1.e whlQ tiM ltelil ... 

at platod 1a tlal ,_, latlaU• feU 'AI \lie Jaat 

_.,the Oc = paWo lau bee~_., N!l•1Uw ten... 
\li&Uoaa e! tM atoM ••hn,;e Mill 11 •pea'•Ur tiU'fl&l 

at ;:arlr.cl PiMie Mac, 1t h 'Ml.l.wM tb&C tM ot tlaat 

~he atat.e p......_,,, _. ac leaat 1'~•11 ect..ola, 

pro!lttt1'1Al ed tpiCNlaUcm 1a to be da outKted 1lr 

til. tor•.-olaa .. ~u .. to -~ tJw a.. n peb11o 

IJld to !ONl~ -&Pl ... 

the N t.\llaU- aN &1M te lieU to a-atr.ta *' 
~ date IICIIltrel.ol 91' s.at.dll to .. t rol au n llldut.)'. 

til'4. IMW'l t;t ,.S0. aN to M apt 1fithln. ; QIIIIral 

pr1ce OOAtrol ~"....- \17 DMU et U..•• rebll&U-. 
i'ro~ ..q..a. p•wuU. will be ettllba II 

~&p,..,.a DOOUIM')' f 01' fi IJ £ h piii'POHI tAll to aiAt&la 

a N&lrrMq ~~ pd01 lefelt al~ NaJ. l'eiVit­

Uon-r be ....Uoo4e 

Wle a ...... u.. Ia ..... U.41•i • h e\lalfaW 

•1\h & Pe.altut ... - priM ..s .... tM N&llla'~ 
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... ..-
Regraded Unclassified



210 

-·-
.,. ott ,.,..,,. \t Mft tftHU of a ... rla, w,..ll,. 

Tlllll M1 lit .. ,.. ..... u • tueat, ba•lar •-* u" 

llll wldM ot lll ... Claa lA UMlat I&Uotlft)l atlill te 

IU~JIIt tM tftUp U Pl&letftU.. •• .a.ce la \M 

LOYt rnlllll \'t HDUel ewr Cit~ la&u~ 1t ... ~ ... 

bJ U.. nl\llaU .. , U. 11 _,...tl•'ll etaw. (&lr 

Nt urlUu "'"" 111 al.AH \be ~(l&Alac et ~war,-.. 

(tblll u t purautl tq ~ ladhUallleft ..... w lit 

:dn Ulaa 1001000 n.l.u.u~tt ... att11W tq U. ..U.. 

an... wp, ,. .... , nu, lleW • rUal aaptpUIGI .u~a 

an tUU larp}¥ btu& 1ft Mt kHIIarl)l &tft tW. 

l t 11 feU t.bat a "P1 ••ll14en bll ,..,.,uen tf \Ill 

t.ettl out•tu•lllc: ..,._, 1a GeNillJ wt.u 111 -rc .. w, 
altholidl I llrce a.U.r If IMNMIItn 1H lll~jHt W 

UM HcUaU ... 

J. ,.,_.,Ill UMfl 1A tile ... rtl&lp If t.M 11111t1UII 

!Jln l m wlU 1t tolll'll ..... wbelltftr U. ,_, tt ..U 

11)1 l't. hUrM IIIVlUn 11 adM)q tnn1Mio 

a 11 aet tbo111lll \!Ill t.MN wlll 11t _, -••lac 
lliauf;t 1A \M HlaU.alp ....... O.PMA IIIIIP1\J ..... 

IA4 \be c. .... o.n..-t. 
Tbt Eu aet• utaH Ste ll.- If U.. tabllll Hllablr­

at.e4 1a .... ~ tM laf.,.U• ,.. ... w tlllft. hrtlllr 

44\elll wUl M t.PWft .. 1& a lttiP .. tt la I fl.,.t~ 

•• 
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00, 
r 

JilL 
!1111 w1ocna _. w ~ 
phr..-4 llefoH lleillc •-··~ 
to ...,., .. o.Ur \lt.oolll a Clo•••-atal 
..... 01. (JI) 

529, J- ~. IIOOilo 
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Noa"tlteo 

Dak4 J1ule all, 1~ 

lao14 1109 p.a. 

lllotomJIC 'o \lot ~''• o1Jocn&lar '-1•cna 4&'-4 ~- 19. 11 p ... 

.1. '-- p@lt .... 'oclq al.U\ICb beaz1.Dc 4ata ot l=• 18 co..tere 

~" BaDk ot \!I.e llopW>Uo \!I.e uoluaho 1'141>\ to :PIU'cbaae, Mll, illpori 

and e;rport 11alte4 1\ataa CllllnUOT• ~e aA4 ealea to peraoJIO pro­

cet4illc \o aA4 froa \!I.e 111>1 M4 II\ a tea aq J10\ UICHcl .100 per pereoa. 

!'Ia CV.atoaa ... \hod Uaa -" clil'Oc\e4 \o iuw'e Oooq>1iaAce, 

Pre .. ,., hclura ... , cloclar• within ten U,o the ...,..,., of 111lite4 

Statea oun.,.cJ all4 all peni»Dt illtoraaUoa. !l1e - oball ucltu 

to llep>Uate •• OUl'HilQ' DOt 4eelre4 witl>.ill thie ~r1o4, .ltter e""'n"tc 

the uolar&Uou the 'bak _. coll'r&r\ the Ullitecl lkko CQl'l'ellCJ' illto 

11~ pooaoa, Bo- tala l>ank .. "". \!Le .b .. t;r tala\ it propoMO 

to receh• ......, Cllll'l'&llq eo1alJ for \ran.taaion \o tilt 11a1W State• 

Oil a oollooUon llula u4 tha\ conftrdon ill\o pooaoa w1ll bt u4e olllJ 

1t the !Haftl'J DaparUant IIPPl'Ofta, 

!he bank ot tha ll.epllbUc ataha t.!Lat HplaUona allcl foraa will bt 

haue4 abortlJ. tan of cl&oroe will bt forvarucl liT a1raa11. 
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COPY NO. ,/. iJ 

tnforMt.1on recelYed up to? A.M., 21.t.b JUM, 1942. 

l. th ! IA.f:X 

U!XA· 22nd • U'l~ IIIOYtll:ont conUnu<'d towa.rd.o the frontier undor 

~bt~rt•tlun of our nobilo columns. Intantrr reln!orcemont~ ~,ve arrived 1n toe 

:J;.rrUH ,\rt4 w~ero WCirk i " the position is procoodlns. No now1 of yeetorda,y' a 

1.1on1 hill beon rtco1votl. 

St,.itSrofOJ.. On tho 19th Gorun rorcoa WOX'I) W1t.hin half 0 kilometer 

or u.o north uhoro Cit' the Northorn H.ubo\U". In the 3outhorn 11octor a lllight Go.mft.n 

.. d.,.nco h~ brought t.he aneey to t'dthin 9 kl.lODCt.ort or t.ht contro of the 'l.owr:l. On 

s.bt G .. ra:an rea~rvu '.lOre etUl arrid.ng ruld tbe Ruasion cvrtlon ..,, nMrl.ng ex- . 

• • 

• • AIR qp-.&f!QiiS 

t'ti.T~:r .nrr. Una/Z:l.-.1. ~· l:lO loons or u.E. o.nd <~U t.ons 

tn::tlt\Jlarlto uro dro.~ ~· 195 &irer3..tt.. Wo...t.tbor wa1 oxcoUcnt wU.b M cloud t..nd 

enl:t aUF)\t 1\u.,, idontlf1c.lt1cm Qil~tlJ hc'ipod by tlo.rea. Flro.:. , nmall at firs t , 

1n~r~11~ ao ot~ck dov?lo~ and flnrJlly ~ny large 

uM \':.~~tt.urn ro.rtl or the tcmn ,n.nd 1n tho d oeko 1\r\ld. ~)rd . ~oetono , with fiahtor 

.. !J.Cort. bombcxl OUNKIIUC docks whaNJ: a 4 ,000 ton voeesol •10 hU.. !lnd WORLAIX 'l.orocirooo . 

2 :.:nl"'V rlthWrl wurt abo'- dcr.m by Spitfiroo, two or 'I Mch arv mining. 2Jrd/U.th. 

S2 1\irer_.f\. WtN aont. 1\Jft. clnlng ".nd lL ot.h!;l;rt t.o at.t.nk S·J , SAZ.U~ Ht\Tbo\1!'. 2 

r.b Lnt. AAd 2 enaMel. l ontsy alrcra.t" wu ~eutrcrJ«l OYor t.M• count.ry &.nd in­

tru:!~r. :l:holo d,_,.. 2 Ot.hJr& OYol'T EiOl..!J.ND. 

Jloii.U. Bot._.- ll.I.S/« and ~:l0/2:l about lO slrcnlft. att&Ckccl, 2 

Of I hlch WOf'O d01t.roy\Kl , 

.ldiiA· :l.bd. COston5 boillbN an ~o~nfiCO' landtnc g'1'0Und o.nd traffic 

on t.h<J TOBlWK Ro&d n .... llr ~ARDIA.. 

Mf.DITJ.:RRAtlEAN. 22nd/2Jrd . ff(lll1ngt.ons acoNd hits on t\ lorgc mor-­

ohnnt vo:.ool on at or PALERUO and on th~ 2.3rd 2 7,000 ton murchant vvnolo o.nd 1l d~s­

troyn on tt South Eutot•l.y courao woro ntt.ackod ~d I'll:. tt,• ~autort.o <Ji'f CAl' ... 

PAIUIV:liTO. Wo lo•t 2 S...u.l'orto. 

l'2MY!· 'tho Harbour can bo uaod by Cndoora, Ooat.rt~yors Md Su~ 

Ml"i.noa. th,.l"'.. llr~ s tDOOrlnc hwyG tor Cru1sc·re and s ror Ovi U'Oy)Tio 1h' ucti.Mt<.d. 

0"l"•I<J Is l , '-00 loons dal\7. Dllch&rco la ..,-J.nelpoU., trJ Ulll ... ,..· Dllrin;; tllo 

Pitt C'ort.n.l&ht part.teul.nr ftt,'-;ntlon hru b.."n pdd by G IWU\ n.conn&h141lC" .Urerd't. 

to •~- O..l·Dov•r and POimiiiOiml.ro!1tl!AliProN-ISLZ or ttGir. orca. 
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TO 

TREASURY DEPARTMENT 

INTO Om<:K CONNUNICATION 

Secretary Worgenthau 

wr. Kamarolt 

SubJect: Summnry or W1l1tary Reports 

Convou to li~tl ta 

Complete 1nrormat1on ls now eva1lsble on the two 
attem?t a to get oonvo~a through to ~1ta: 

I n t he convoy rrom G1breltar, two supply ships 
8rrived at Walta. Four were eunk. 

The convoy rrom Alexandria wae forced to turn back. 
Out or the ten merchant ehipe concerned, two were sunk 
~nd t wo were damaged. 

The total naval casualties or the operat i on were 
one orul eer end five destroyers sunk; tour crulsere, 
two de etroyers; and a minesweeper demPI'"ed. The Itelisns 
los t one 8-inch oruiser and one destroyer w~e severe ly 
dnmeve~. 

(Except against Italian opposi t ion, th• Brit i sh 
wo11ld never have been able to keep Wal ta supplied in 
the pest. It the Germans keep thei r f orces in the 
Vediterranean, supplying Walta wil l remain too expensive 
An operati on to carry out. It no second l end front la 
opened in Europe, t he tall or Welte will probsbly be 
inevlteble ). 

( U. K. Operations Report, June 11 - 18, 1942) 

ItAllnn NI\VY 

Photovraph1o reoonna1eeanoe or Taranto on June 17 
dl d not find any evidences or damnFe to the Itelien 
bnttlesh1ps . (The reports that the bettleeh1pe were 
demn,ed by U.S. Army airplanes and British Fle•t Air 
Arm bombers appear, therefore, to h~ve heen ineocur~te). 

(U.K. Operat i ons Report, June 11 - 1!, 1942) 
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J~paneee Alr Strength 

Aooordlng to a study prepared ln the Office ot Strateltlo 
services, Japanese t1rst -11ne air strength and ev&ll able ( 
combot reserves probably declined from 5 ,200 1n December to 
3,700 ~t the end or April . 

The calculati ons a r e as foll ows: 

Pirst-Une atren~rth and combat reserves , 
D·~ember 1, 19~1 5 200 

0 ' 

Five montha production to May 1 at 500 
combat planes a month (a hl~rh estimate) 2,500 

orrici~ly reported combat losses to 
~AY 1 1,310 

Non-combAt losses based on a eonaerva­
t1ve interpretat ion ot European 
experience ~ 

Total losses to May 1 ~.ooo 

Net loss to May 1 ~ 

Pirat-line strengt h and combat reserves , 
llay 1, 19~2 3, 700 

(Office or Strategic Services, 'The War Thle Week' , June ~§~~~· 
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GROUP MEETnfG 

Present: 
JJr . Sullivan 
JJr . Buffington 
1<lr . Blough 
Yr . Gemble 
1!r. Gr&vea 
llr. Thomp 6 Cl1 
l!r. Schwarz 
Mr. Bell 
J.!r. White 
1!r. Foley 
L!r . Kuhn 
1!r . Gaston 
J.!r . Odegard 
Mrs. Klotz 

Jim e 25, 1942 
9:30 1. .111 . 

H.M. JR: Where is Roy Blough? 

I.!R. BLOUGH: Right here. 

H.U.JR: I can't kid George H&as. He is sick, 
poor fellow - hia favorite tax, the joint returns. 
Wbl. t happened? 

~· BLaJGH: \'lhat happened to joint returns? 

H.l!. JR: Yes . 

l.lR. BLOOGH: I don't !mow, unless J.lilton \'lest 
and Gearhart got in some awfully good licks. 

II .M. JR: You don't !mow l'hat happened? 

276 

J.llt BLOUGH: I don't know what h&ppened, frankly. 
I understand the arguments they used nere he -fold, 
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first , "This is going to be beaten on the floor , &nyl'll.1 
and you dCII 't want to have the preetige of the Ways ' 
and l.!eans COlllllitt ee slapped down . " The second is, 
"Don' t be hard on the boys; they have to go back and 
be renominated this summer, and all the fellows from 
Texas and California and these other community property 
States will have tough going if you la!ook out this 
coCIIIuni ty property business . " I don't !mow to what 
extent those are true. Those are the stories I heard, 
but it was a last-minute thing and the Republicans were 
solidly against joint returns and enough Democrats went 
with them to swing it, 

(Mr. Odegard entered the conference.) 

I!.J.! . JR: Well , you la!OII' it is real easy to be a 
liberal in Washington in the Treasury because you can 
go just as far to the l eft as you want to and know you 
are perfectly all right. You can recommend tax, 
future, past, and present - you ma,y not get much back­
ins: from anybocl¥, but you go out on the end of a limb 
anCi he is perfectly all right , 

Those fello115 just dCII't lmoYI there is a war on, 
do they? 

lilt BLOUGH: llo si~s of it. 

J.:R. GASTOO: The democratic mouthpiece, you know, 
the New York Times, told them mildly yesterday--

H.li.JR: Did you sa;y the great mouth? 

J.!R. GASTON: The great democratic mouthpiece , 
informed them yesterday thet joint returns wouldn t 
do, 

H.K. JR: The Tribune takes credit this l!lorning 
for its editorial in its news column - that 1t was 
their editorial in the Tribune whioh killed joint 
returns. 
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(Ure. Klotz entered the conference . ) 

H.IJ.JR: Yesterday when Doughten and I w&lked in 
to see the President, Doughten eaye, "Well, wha t do you 
want? \'/hat did you send for me for?" and sort of looked 
at him. The President aaid, "I want to know whether 
you are going to get the tax bill" and eo forth, eo 
nothing new took place, This ia strictly in the room 
here . After they talked tan or fifteen minutes the 
President, hoping they wouldn ' t lay the tax bill on 
his doorstep on the first of Novsnber - Doughten sara, 
"!low, if you are not wsy• - first the Presidant sud 
something, that he was sorry ha kept us waiting an 
hour. Dougbton says, "Oh, ~. President , you are so 
busy, my waiting en hour a day ie unimportant• , eo 
forth and eo on. 

So then he ~ot through. "Now, Mr. President, if 
you have got a httle time I would like to talk to 
you." The President looked at me. He says, "You 
lmow, 1!r. President, you have got plane to build a 
dam at High Point , whi'ch is just outside and above 
~ Congressional Dist rict, and all I am telling you 
is that , by God, if they pass this thing at High Point 
and don 't build one in my district I just won't come 
back." ·So tha President went like this to me (winked). 
He didn' t say "by God", but that wee his attitude. He 
says, "They just can't have it." He says, "I don'~ 
care if they have one at High Point- they say it l8 
for power, rut that doesn't intereet me, but" he says, 
"we can give tham power and water conserv&tion• and 
ao forth and so on "if they do it in 1111 district . • 

So the President said, "Well1 that is very 
interesting, Bob," he says, "I te.Ll you what I !fill 
do, Bob . " He says "I have got the money; we w1ll 
build one at Hif Point b.lild one in your district, I . II 
and throw it al into one bill for the St. Lawrence . 
(Laughter) ''We will make it one bill," be says, "we 
will put them all toget her." · 
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So I atqed behind a minute afterward, and the 
Presidlll t said, "Wasn't I good, Henry?" I said "Yea 
you were wonderful, tha t idea of t hrowlng High Point ' 
and tho other in, throwing South Carolina in with the 
st. Lawrence, wmderful . " 

Jm. BELL: He shruld have put in the Florida Canal, 
too. 

H. J.I. JR: Doughten, it hit him on the chin llhen 
he brought up the St. Lawrence. He kind of went like 
that (indicating). · 

Well, so that is what the whole conf erance was 
about yes terday, nothing talked about - yes, Doughtoo 
did sq to the President he thought the President 
would be interested in knowing that Speaker Rayburn 
had told Doughten he was doing a good job. 

J.lR. BLOUGH: W• sort of thought that Dough ton 
was trying to get enough ble a sing there to take the 
heat off what you might want to say in the Senate. 

H.J.l.JR: Now, what I did tell Doughten - I had 
to talk about samething for an hour, and what I told 
him he seemed to be interested, so that you pass this 
on to Paul - that on this question of Harold Graves' 
plan to deduct five percent from your pay rpll , 
beginning with January, that aa long as they had agreed 
on that he wanted to make it voluntary so the person 
could f i le his own return if be wished to on the first 
of February and then pay monthly after that . Now, the 
reason I brou~ht it up was he said, ~Vhat do rou think, 
if a person d1dn't pay all of his t ax on the 5th of 
L!arch, from then on we charge him interest?" I said 
I thought that was adding in jury to already a very stiff 
situation. I said I VIas opposed to charging llliY 
interest

1 
but what did be think. I explained it to 

the old ooy three times, that the man could, if he 
wanted to, file his return on the first of February, 
than pay it monthly, purely optional, you see. He 
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says, "Or could he do it on the 15th of !.!arch and then 
do it monthly rrom then on?" I said I didn' t - either 
vrayi make it optional, and I thought staggering it, it 
won dn ' t hit the Bureau all on the lbth of !larch, 

Do you see anything the matter with that, John? 

JJR. SULLIVAN : I want to go into it. 

H.U. JR: Well, anyway, I euggeeted it. If you 
think we will have it, I might make the recommendation 
at the Senate, and the other thing, Roy, the thing that 
I am very much interested in, and Paul's answer doesn't 
satisf y me at all - that is that we give people who owe 
a thousand dollars or leas some kind of tax credit to 
pay off that debt . 

!JR. BLOUGH: I am sorry that the answer didn ' t 
satisfy you because it ie going to take a very great 
deal of money, 

H,M,JR: How much will it take? 

lm. !LOUGH: We don't have the figures on it, but 
cost people owe money, most people--

~. WHITE: There is something to be said on 
the other side of that. 

H.U. JR: There always ie . 

the 
l!R. WHITE: Something that I believe overweighs 

advantages . 

H.li. JR: There all'.ays is when you are in the 
mee ting . (Laughter) 

JJR. l'ffiiTE: I" take that as a regular compliment , 
whether you meant it that Ylay or not. (Laughter) 

ll.M.JR: You are welcome, Harry. 

UR. \'IlliTE: I think there has been a 
streea only the other side of that , and I 
to ba considered carefully. 

tendency to 
think it roght 
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H.U.JR: Well, I am frankl1 thinking of election 
and I would like sorr.ethine that tastes good, Dou.l(hto~ 
said, "Now, Mr . President, don't worry about the fax bill 
the people are sat isfied with t hat. They don't mind thei~ 
taxes; they are williM to pay them, " but he said, "It 
is !:l:mald Nelson and Leon Henderson, those are the boys 
t hat are making the trouble for us in election. • 

I said, ".'/ell, give Donald Duck a little credit." 

Herbert? Got any dams you want to build? 

!.!R. GASTO!I: No, I can' t thlnk of any. 

H.M. JR: Edward? 

!.!R. FOLEY: We had a meeting with representatives of 
t he State Department. 

H.JJ.JR: You were through, Herbert? 

J.!R . GASTON: Yes . 

H.ll.JR: Do you want to say something? 

L!R. GASTON: No . 

~. FOLEY: We had a meeting with representatives 
of the State Department on this Inter-American conference 
that i s scheduled for next week, and John Pehle feels 
quite st rongly that Knoke should be added. 

H. U.JR: Excuse me. I hope t hat Harry told you that 
as part of that, for your being chairman, we expect some 
of that 1744 liquor. (Laughter) 

UR. FOLEY: Yes, he told me. (Laughter) 

1fi \. WHITE: We pried some· money loose from the State 
Department. 

H.K. JR: Did you do--
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MR. WHITE: I don't think enough to buy any 1744 
liquor. 
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MR. FOLEY: The State De:vartment says they have got 
money for lunch that Welles w1ll give, and a dinner that 
the Treasury will give . 

Jl. ll. JR: Yes, but what about the liquor? 

I.!R. FOLEY: Well, we will look into that. That is 
part of the quid pro quo . 

·u.U. JR: After all, you don't think you were made 
chairuan without a reason. (Laughter) 

iffi. FOLEY: I knon. 

H.M. JR: Go. ahead. 

MR. FOLEY : Anyway, they think it would be very 
helpful in the administration of freezing control if 
Knoke was made advisor. 

H.M.JR: Swell. 

lm. FOLEY: And the State Depar tment is willin~ to do 
it, and I wanted to clear it with you before - a letter 
apparently--

H .~ . JR : The letter has gone, hasn' t it, to Knoke? 

UR. FOLEY: Yes, but the letter to the--

H.U. JR: But the letter to Knoke has gone. 

MR. FOLEY: I think maybe it was a couple ?f phone 
calls from New York d01m here, rather than phon1ng the 
other way. 

H.M. JR: What do you call it - I - what do you call 
it, confirm? 
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Confirm. 

Concur is the present , 

Confirm is better. 

UR. FOLEY: Ratified, confirmed, and approved. 

JI.M. JR: Ratified - what else? 

J.lR. FOLEY: That is all. 

H.U. JR: O.K. , Mr. Chairman. 

Ted? 

UR. GAUBLE: This is the first material on the 
July 17 day. (Paper entitled "American Heroes Day" 
handed to the Secretary. ) 

H. JJ. JR: This is the new stuff? 
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JdR. GAJJBLE: Yes, sir. The retailers have e:i ven a 
l i ttle help on it; we have added the United States Otamber 
of Commerce to give us a hand all over the United States 
on it, as well as the American Legion. We are taking the 
poll this week of the leading retail chairmen in all the 
States . 

H. M. JR: Who is doing ads - who is BOing to do the ads? 

UR. GAMBLE: The retailers thegs~lves. 

H.Y. JR: That isn't the Advertising Council? 

11R. GA!.!BLE: No, sir. They used some of the &dver­
tising Council material as a basis for their own. 

H.IJ. JR: Not original advertising? 

l.m. GAMBLE : The retailers prefer to do their own 
in the different cities. 

H.U. JH: Did we print this, or theyT 

UR. GAJ.!BLE: This was 'Printed by one of the 17estern 
newspaper union peopl~and 1t--

H.M. JR: I think that is grand. 
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I.!R. GAUBLEt That is generally what is going on and 
by the end of this week we may be able to give a report on 
what is happening throughout the country, how m~ da:rs we 
can expect to have, how many towns will be partic1pating. 

Jl .lf. . JR: What else? Did you ge t ~ey note to your 
secret ary? 

MR. GAMBLE: Yes, sir, that will be here later in the 
day. 

H.W. JR: She said you were ahead of me. 

I.!R. GAliBLE: And I can't give you wch of the details, 
but I can give you a report on the miners, and the manufac­
turer- labor meetings are progressing, and we will have a 
mee ting with Lh' . Skouras. I talked to him this morning. 

H. LI. JR: Will you bring in the :/omen' s Division on 
that , the miners ' meeting? After all , the miner's wife is 
a pretty important per son. 

i!R. GAMBLE: I met wit h Mr . Welch yesterday, and he 
vtill also be tied in. 

H.M.JR: Mr. Welch's status ie so he won't be drifting? 

I.!R. GAII.BLE : No, as a matter of faot, I spent a co~p~ 
of hours with him yesterday and told him about our dec1s1on 

so he can try to crystallize his own plans. He is now develop­
ing plans as to how he will fit into this whole p:ogr~. I will 
have it in the next few days, and we can go over 1t W1th you. 

H.M. JR: Let's fix it defin.itely. 

MR. GAMBLE : I will see him toda,y. 

H.M. JR: A definite niche . I am sorry, John, you 
said you wanted to go. 

MR. SULLIVAN: You r emember there is the Pro?essing 
Tax Board of Review met ter, and we have an execut1ve order 
drafted. We have en executive order drafted, and I thought 
I might show t hat to the Board of Tax Appeals before I 
talked with you. I hadn't dared to do it yet. 

s 
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H.Jd.JR: The Board ot Tu Appeals - not making them 
a court? 

KR. SULLIVAN: No, no, that isn' t on that at all, sir. 
It is a question ot takin~ awa, the tunotions ot the 
Processing Tax Board ot RaTiew, and giving those functions 
to the Board ot Tax Appeals. 

H. M. JR: The dq that gets public - would you mind · 
doing it over the week end When I am up on the farm? 

UR. SJU.IV!I'l: Yea, I thouY.ht that probably the week 
end after the tax bill co~s of? the floor of the House 
would be about the right tima to send this to the President. 

H. ll.JR: DidJou hear wh,y I turned down making the 
Board of Tax !ppe s a court? 

lo!R. SULLIV!Ji: No, I didn't know you had turned it 
d01m. 

H.M. JR: Yes, I did. They told me that only lawyers 
could practice, that it was one of these closed-shop 
American Lawyers Guild businesses . 

LIR. SULLIVAN: Well, anybody as busy as you has to 
make a mistake once in a while. (Laughter) 

H.M. JR: I thovgbt it was only going to be lawyers 
that practice, and 1 am against the closed shop, so on 
that ground I--

MR. rou.IVAN: They get into a lot of trouble over 
thoro, Mr. Secretary, by people not knowing the rules of 
evidence, trying cases, bringing them before the Board. 

MR. WHITE: Just think how much more troub~e thef 
would be getting into by not knowing any econonucs. (Laughter) 

YR. BELL: Not knowing accounting. (Laughter) 

UR. FOLEY: They han hundreds of lawyers practicing 
before them now. 
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H.U. JR: Yes, but if this thing \7ent through that 
John ls lobbying, you couldn't get in to practice unless 
you were a lawyer. 

tm. BLOUGH: May I get a nickel ' s worth in at this point? 

H. !.t. JR : I hope it is worth a dime . 

l.IR. BLOUGH : The Committee voted yesterday to change 
the name of the Board of Tax Appeals to Court, but to con­
tinue accountants, as continuing the right of accountants 
to practice before it. 

H.U.JR : John doesn't like that. 

YR. BLOUGH: I don't like it changed to Court for other 
very much more fundamental reasons . 

H.M. JR : Didn't they put in evidence the Attorney 
General 's letter? 

l.!R. BLOUGH: Yes, that was read to them. It was out 
of respect to L~ . ~esley Disney, whose brother is on the 
Board of Tax Appeals, Several people who said they were 
against it did not vote against it because they didn't want 
to do acything that Wesley Disney didn't want. They said 
it wouldn 1 t go through anyw.y - nl ce gesture. 

H.M. JR: Vfuat else, John? 

IJR. SUll.IVAII: There is a ran named Harwood out in 
Louisville who has been writing to you and the Pres~dent 
and the Commissioner for ten or twelve years about 1n­
vestigating so~ people in t he liquor business who, he 
says, made a great deal of money. '•Ve sent all kinds of 
investigators out there, even sent Secret.Servic~ fellows 
out there when he had said he had no conf1dence 1n our 
revenue men. He has written another letter to the President , 
and the Commissioner t hinks we should disregard it. If we 
answer it , it will start him all over a~ain . 

H.LI . JR: O. K. 
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J,tR, SUlliVAN: There ia a meeting of the American 
Council on Education here next Yon4ay on this Form 990 
the information return. They wrote to Randolph and ' 
asked him and Mr. Surrey to attend the meeting, and 
Randolph asked me if I would go over . I thl~~at 
probably both Randolph and I should attend. - -

H.M.JR: 0. K. 

J!R, SUI.J..IV AN: It ia on llonday, 

I have Wonsignor Heady' s letter. Both the Commissioner 
and I feel t .hat there are two things in those regulations 
that well can be reviewed, the matter which Monsignor 
Ready speaks of and also educational institutions. ~ 
don't know how we are coming out on the educational 
ina ti tutions. · 

H.M.JR: ~an you write a l etter for me to sign to 
Monsignor Ready? 

MR. SULl iVAN : Yes, I think I can, if you are will­
ing to state that we are willing to reexamine the problem. 

H. M.JR: I will do whatever you and the Commissioner 
reoo11111end. 

MR . SUUIV.AN: All right, air. 

The other matter is a l etter from Nelson Rockefeller 
who wants a letter from you to him clari fying the advertising 
situation for tax purposes because he is trying to en­
courage advertisers to maintain their South American 
advertising, 

H.M. JR: Well, Nel son put up a phony to me on that 
a month or two ago, on the theory, as I remember it- it 
was a couple of months ago -we ought to allow the advertis ing 
down there and not i n any way penalize the people because 
it real ly would help propaganda in South America. 

KR. SULLIVAN: I explained to him that any kind of 
advertising that was done down there, having as its 
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purpose continuing the markets for ._.rican busineas 
after the war is over and the7 are able to make the 
goods and ehip them down, would be allowable. Purel7 
propaganda advertisiDg ~ould not be. 

H.M. JR: You ~andle it. There ie no reason for 
me to write him. •ou are in charge. You write him. 
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lo!R . SULLIVAN : All right, 1 wil l. The l.ommiasioner 
wanted me to give .rou a memorandum he wrote you on that 
withholding tax. There are questions all over; he wanted 
it on record. 

H.li.JR: What else, John? 

J.!R. SULLIVAN: That is all I han. It you will 
excuse me, I will go. 

H.M.JR: I am still wai ting for two things from you. 
These various non-taxable institutions were to have their 
returns in on. the fifteenth of ~lay, weren't the7? 

MR. SULLIVAN: Yea, they were, and of the thirty 
thousand - thirty-five thous and we expected to be filed 
last Tuesday, there were thirteen hundred here in 
Washingtoa . 'Xou see, t he collectors' offices have not 
7et gotten through tabulat ing the income ta.x returns 
that were filed on March 15, and we have got to wai t 
a bit on that until those others get ln. They have 
orders and they are working on those returns which were 
on that list of ninetr that the Department of Justice sent 
over. 

H.M.JR: Look out or else Morris Ernst will get 
you. 

MR. SULLIVAN: Wall, 1 am not disturbed b7 that 
threat. 

MR. WHITE: John, it seems to me that, going back to 
the decision before that, just the opposite ought to be 
t rue. You are permitting liim to allow deductions for 
business purposes and not for propaganda, i s that what 
you said? 
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MR. SUWVAN: That ie right. 

MR. WHITE: To me the very opposite seems to be 
justified on Government grounds. 

Lilt SULUHN : You mean aa a liuaineas expense, 
Harry? 
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l.IR. 'MUTE: i 'ell, I don 1 t understand '!Oby you would 
allow - why you would allow the deduction of advertising 
on the grounds that they keep thei r business in the future 
and at a time like this not permit them to spend money 
when it is for the public well-being, which propaganda, 
if it 1a propaganda, and desirable propaganda, would be 
doing. It seems to me that is what you want to encourage 
and discourage the other. 

lilt SUlliVAN : ~>ell the law says that advertising, 
reasonable and ordinary business expenses, are deductible. 

MR. \VHITE: Reasonable and ordinary? 

MR. SULLIVAN: That ia right. 

MR. WHITE: Couldn't propaganda fall under "reason­
able"? 

MR. SUlliVAN: No, I don 1 t thi nk it could. 

l.IR. WHITE: Well, you are interpreting reaso~able , 
then, not in accord with the times, because what u 
reasonable at some times is unreasonable at others. 

l!R. SULLIVAN: Harry, a corporation is in business 
to make money and promote the sale of ~ts own products, 
and not to prqmote international relat1onahipa . 

MR. WHITE: Yes. 

MR. SULUVAN: I will be glad to ta!k tba t over with 
you when 1 get back f rom the Hill. 

l 
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H.K.JR: One little thing, could you get your 
liquor people to give me a little informal ruling? 
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For instance, in a State whi ch aa;ya that you can only 
sell liquor hy the bottle, could the USO - I have 
South ~arolina in mind - aet up a place , not on 
Government property - I mean a place and have a bar and 
so forth and so on, in, aa;y, Charleston? · ' 

MR. SULLIVAN: Yea, it could get licensed as a 
club and I think the clubs in South Carolina - in most 
States the clubs are allowed to do that. 

H.U.JR: Could you, for instance, give it to ae? 

Kl!. SULUVAN: . By each State? 

H.I.!.JR: Yes, I would like tot ake it up with 
Cheater Barnard. I mean, where the USO could run its 
own bar and sell li9uor on non - I mean, not on a 
Government reservat1on - outside - rather than a milk 
bar or something. Would ;you give it to me? 'I would 
like it tomorrow because I would like to write a letter 
to him and bring it to his attention because this thing ­
the sailors have got to bu;y a whole bottle of liquor 
to get a drink or bu;y p~isonous liquor. In Charleston 
they can't buy any liquor alter sundown, so they have 
got to go to th«~ae joints and the bo;ya are being sent to 
the hospital with poison. 

!.lr. 

UR. SULLIVAN : All right, I will be glad to. 

H.li.JR: Ted? 

MR. GAMBLE : I just have on~ other thing, t~at is, 
Madden' a report will be here during the morn1ng • 

R.M. JR: Will you be sure that I get it? 

MR. GJJWLE : Yea, sir. 

MR. BELL: Ted, whY don ' t you tell the Secretary 
about that New Jersey situation with respect to charges 
tor redemption of Savings Bonds. 

s 
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MR. GAlffiLE: The Clearing Houee iaaooiation - Mr. 
Bell celled it to m:r attention - the Newark Clearing 
House Association recommended all the banke be ~laced 
in charge for. the redemption of bonds, and Kr. sparks 
went up there and visited with Kr. Corbin and Kr. Green· 
of the Newark Clearing House Association, and aubsequentl7 
Mr. Stonier of the American Bankers Association, and fhay 
have sent out a bulletin to the American Bankers Association 
urging the banks throughout the country not to make any 
charge , and if they have to make any charge not to go beyond 
the fifteen cents far registration and three cents for 
postage . 

H.U.JR: tlentioning Stonier reminds me of an idea 
which I had which I hue been wanting to tell you. I 
was very much impressed with that little aeries of 
tickets worked out by the Kanufacturera ' Trust. 

MR. G.ll!BLE: Victory Fund. 

H.M. JR: Yea, and I wondered if you could get Stonier 
to take that and circularize the members of the American 
llanl'll rs. 

MR. GAMBLE: Yea, they. will be very glad to do it. 
Ur. Madden tells me other banks are asking for the same 
thing. 

H.M. JR: Could you clear that some time today? 

IIR. G.ll!BLE: Yes. 

H.U. JR: And give me a report on what they do? 

MR. GAMBLE: Yea, air. 

H.M.JR: Particularly if they know that it has brought 
in ao many new accounts. 

Anything else? 

!JR. GAMBLE : That is all. 

IIR. BUFFINGTON: There ia a memorandum. (Paper 
handed to the Secretary.) 
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H.W.JR: I don't do anything--

Am. BUFFINGTON: I just wanted you to see it. 

H.M.JR: There won't be any trouble now with harold 
Graves' people on this, on these salaries for the Victory 
Fund, Harold'l 

MR. GRAVES: I don ' t know about it. 

H. J.!. JR: Well, in Chicago they are going to pay 
Francis Pat ton seventy-five hundred; Richmond, seventy­
five hundred; San Francisco, seventy- five hundred - to 
the man who is the head of the Victory Fund Committee. 

MR. GRAVES: You mean the executive officers? 

H.I!. JR: Yes . It has got Bell ' s initials on it, 
but I am just raising it - for t he purpose of these meetings--

NR. BELL: What do you pay, Harold, to the State 
adminis trators? 

' ' 

1~ . GRAVES: State administrators, we have three that 
receive eight thousand, New York, Pennsylvania, and Illinois, 
and another group that get s sixty-five hundred and sone 
fifty- six, according to the Stat e. 

H.J.I. JR: O.K. 

l'ihat else? 

J.!R. BUFFINGTON: That is all. 

!.!R. KUHN : I have nothing. 

H.).!. JR: Ferdie, would yeu, this morning, and let 
me know during the day please take a look at what stuff 
is going out over the ~adio, in vie1v of the c~an;:e in the 
war news and the temperament of the peonle this week as 
compared to last week. I wish you woul~ take a look at 
1'1hat is going out of the shop over ther e. 
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IIR. KUHN: I do take a look at it all the time 
except that what I have got on ~ deak now won't go 
out until the middle of next month. 

293 

H.LI. JR: Yes, but that doesn't answer me, Ferdie 
I mean, there migbt ~a lot of stuff on the desks of ' 
these radio chains which· are entirely out of tune and if 
necessary they should be killed, so you had better - if 
that is the case, you bad better look at what bas been 
r,oing on the last two weeks. 

llR. KU"dN: I will do that. 

H. I.I. JR: I mean, there might be a lot of stuff just 
co:npletely out of tune . \'1111 you? 

MR. KUHN: Yes, sir. 

H.M. JR: Look at what has gone out the last couple 
of weeks. 

/.IR. BLOUGH: In case you haven 1 t been informed, 
the Committee is planning to meet again on July 7 to 
read the bill, and to r aport it on the fifte enth, which 
means that it probably won' t get out of the House until 
about the end of July. · 

H. J.:. JR: Peter? 

MR. ODEGARD: I have asked Professor Wilson of 
Harvard down here tod81· I don 1 t know whether you want 
to see him. 

H.U. JR : Yes, I would. 

MR. ODEGARD: In connection with this--

H.M. JR: Yes, I would, that i s - I don't want to see 
him if he turns you down flat. 

MR. ODEGARD: I will call Fitzgerald. 

H.U.JR: Yes, I would like to see him. Both you end 
Harold and Gamble, on any important changes such as 
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that in the setup I would like to be consulted, 

Anything else? 

I.IR. ODEGARD: Here is an idea that I talked over 
with Ferdie the other day. I have had from several 
places suggest ions that the wsr hero entervrise might 
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be reversed, that is to say, that the Engl1sh are in 
as much need. He says - these people tell me, one of 
them representing the ~nistry of Information that the 
British are in very great need of more info~tion and 
more in the nature of promotion of American - understand­
ing the American position. 

H.li. JR: How would :7e do that, Peter? 

I.!R. ODEGARD: '!here are many ways in which we 
might do it. 

II.M.JR: We have no formal request? 

MR. ODEGARD: No, no formal request has been made . 

H.ll. JR : I kind of hate to take the initiative on 
a thing like tlat. 

WR. ODEGARD: The point was mentioned that in England 
at the present time the Russians - the terrific concern 
that the English people are paying to the Russians is 
mainly because of the fact they have no one else. They 
feel isolated. They feel that the Americans are scarcely 
in the 1nr. 'l'hey don ' t understand our position. 'l'hey 
don't understand where we come into the picture. 

H. J4. JR: Who said this? 

MR. ODEGARD: I got this from t wo places. I got it 
several months ago f rom a member of the British 
Ministry of Information who was here, and I got it the 
other day from the man who i s head of the Central European 
Section of the Donovan organization. 

lo!R. KUIDI: I think it would be very easy to talk 
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about this informally with friends here in town aee 
how they feel about it , not do anything until we' get 
a formal request. 

!JR. WHI TE: How does that help sell bonds in the 
United States'( I don' t say that that should be your 
motive , but I am wondering - it has to be appropriate 
for Treasury ' s activities, I can see your being con­
vinced that somebody - whose job i t is - I don't see 
how the Treasury steps out to build up morale in 
England appropriately. 

MR. ODEGARD : I wasn't suggesting it necessarily 
as a Treaslll7 activity except that the Treasury had 
taken the initiative in bringing the English heroes, 
which I believe has been one of the best things we 
have done . 

&m. 1/IIITE: That is right . 

MR. ODEGARD: And it has been suggested that that 
process be reversed. 
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MR. KUHN: It would have to come from the Army and 
Navy, anyway, since they would supply the people . 

UR. WHITE: That is all right. I thought it was 
a Treasury operation. 

ll .lol.JR: Harriman is coming in at a quarter of 
twelve. 1 sort of hate to - I mean, I hate to push the 
thing. 

IAR. ODEGARD: I wouldn't push it. 

H.IJ. JR: That is the way I feel. I mean the way to 
push it would be, if we wanted to, to send the film of our 
thinr;s over to the head of War Bonds in England Ylho sent 
us his film and said they are crazy to have ideas. I take 
it that t hat has been done. 

HR. KUHN: That is being done through the Ministry of 
Information in London. 
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H.M.JR: Then i1' the man sees that who sa,ys he is 
hungrY for ideas, he would sa,y, ~ell, now, if we do that 
for U. S.A., why can't they do it for us?" but I just kind 
of hate to--

MR. WHITE: Another possibility, you might send the 
British Tre~eury a memorandum on what success you have had 
with that - merely handing it to the British Treasury - in 
helping you sell your bonds, a suggestion to them. 

H.IJ. JR: Well, I am a little cold on it. I mean, 
Lord l~lifax can' t even get excited about what the English 
have done in this country. 

I.!R. KUHN: The British Consul in Chicago went up 
to J.!ilwaukee especially to see thia J.alwaukee show and 
has written a report on it which I am trying to ~et. I 
would like to have you see what he tells us on 1t. 

H. M.JR: I am not saying anybody shouldn't , but 
let's see what happened. 

MR. KUIDI: Mr. Secretary, you o;ay be interested to 
know that that slowpoke town of Portland, Oregon,is clos­
ing down all the stores, I think, this morning, all the 
stores - tomorrow morning1 all the stores in the town, 
dur ing the celebration. \Laughter) 

H.t:.JR: I am amazed. 

!JR. KU!DI: So was I . 

MR. ODE~RD: You don ' t ordinarily expect that from 
that part of the country. 

H.M.JR: No, no. 

MR. ODEGARD: It shows that they are actually waking 
up out there . 

H. IJ . JR: Is that story true that they ran out and 
got some shells to shell Portland in order to wake them 
up'? (Laughter) 
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l&R. KUHN: It was a 'far Bond pro110t1on. 

H.M. JR: Qlick? 
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MR. SCHWARZ: The Cleveland group, the mayor, and 
the president of the Federal Reserve are coming in this 
afternoon at three? 

H.K. JR: And the .lssiatant Secretary of the ~ 
for .Ur. 

I.!R. SC!fi/ARZ: I will send do'll!l a short memorandum 
with the background before that time . 

H. U.JR: Right . 

Incidentally- what is the man ' s name? 

NR. KUHN: Lovett . 

H.M.JR: He had some nice things to say about you 
last night. 

UlS. KLOTZ: Strange. 

l&R. KUHN: Did you mention anything about these 
men that he provided for us? 

H. ll . JR: I said thank you to him. 

llH. IUHB: He hes been very nice. 

H.K.JR: Enn though he didn't break hh ankle. 

IIR. KUHN.: He hes been very nice . I know - it was 
breaking his shoulder. 

H. K. JR: I thanked him enthusiastically. 

White? 

MR. WHITE: 1 Brasil representative was in ~esterday. 
The five-year agreement , under which they are ab~e to 
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buy gold or leave ~old on collateral, ia about to run 
out . They would l1ke to have i t extended another five 
years and have the amount ralaed to a hundred million 
dollars. We are preparing the papera since it involves 
no risk at all. I don't aee what good it doea them, but 
if they want it I presume i t is all right with ua . 

H. M.JR: Yea, air. 

MR. WHITE: You have gone into the Canadian dollar 
position with reference to aome new orders which have 
recently been given and some that are contemplated. 

H.M. JR: I referred that to you. 

IJR, Vf!ITE: lt looks aa though Canada is going to end 
wi th a good deal more money than might be regarded as 
reasonable. I thought you might, on your own initiative, 
like to call a meeting fl the various persons who are in­
volved , to possibly make some decision with respect to 
a cont inuation of t he placing of those orders to be paid 
£or with dollars . The initiat ive will not come from the 
Canadians. They are keeping very far away from us. They 
are getting along--

H.l!.JR: You call a meeting for next week and I 
will attend it. 

IIR. WHITE: irD1, llavy, lAnd-Lease, and Currie. 

H. li.JR: it that time why not call a meeting of 
that and ask Dean ! cheaon· to make a report on Lend-Lease 
in Reverse. It is about three weeks since we met. 

IIR. WIUTE: Well, then, will you want the same 
people? . 

H.M.JR: Sure. 

MR. lMiiTE: Britieh, and _just add Canadian. 

There ia a Board of Eoonomio Warfare meeting this 
morning at ten o'clock. I don't know whether you want 
to attend . 
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H.M.JR: Nobo~ told me, eo I can•t. Do you want 
to go? 
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MR. \'IlliTE: I don ' t think that is necessary. There 
is nothing there - they were discussing two things, 
according to the agenda. One is the proposal to con­
struct ships wholly out of wood which they initiated last 
time and t hey are reporting on this time. They will carl'1 
small cargoes and apparent~ will be able to be built 
outside the ijnited States under a new corporation that ia 
being set up. I think Rockefeller is at the head of it, 
or a t least his organization. A second is with regard 
t o the food situation in South America, neither of which 
I think touches us. 

11.1.!. JR: .leything else? 

MR. WHITE : The Cuban agreement is going to be signed 
today. That is all. 

ll.l.!. JR: Harold? 

MR. GRAVES: N~thing . 

H.J.!.JR: Harold, now, does Mi n Elliott know about 
this? (Indicating paper submitted by Mr. Gamble . ) 

1!R. GAJ.IBLE: I think not. 

H.W.JR: Would you inform her? lomen do a lot of 
bu,ying, and so forth . Will you inform her? 

~. GAMBLE: Yes, sir . 

H.L!.JR: She paid your organization, Harold, I 
thought, a very nice comPliment. She oaid that. she has 
been so used to in her rormer contacts in Wash1ngton 
when she was he~e - people would get her aside and say, 
"Now look, we have got to take care of this person. They 
are going to double cross this person; and that perso~ 
will stab you in the back. Look out for this pers~n. . 
She said there hadn' t been a thing liks that. It lS l1ke 

s 
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a breath of f resh air . She sa;s nobody has whispered to 
her about anything. 

JAR. GRAVES: Good. 

MR. ODEGARD: Just & big happy famiq . (LaUghter) 

II .H.JR: She said she didn't know there was any-
thing like that in Washington. She said "I have been 
in two other organizations.• ' 

~. K.LO'l"L : Stabbed so many times. 

H.U. JR: That is a nice coapliment to you, Harold. 

UR. GRAVES : I think so, too. 

II . J.I . JR: Jlr, Bell? 

MR. BEU.: Did you read Mills memorandum? 

II.M.JR: I have got it right here in front of me, 
lie 11ants to submit his resignation July l to get back 
home . 

UR. BELL: No, I think you sent it to me. 

H. W. JR: Well, you know, three strikes and out. I 
mean, if he reallf wants to go - have you talked to him? 

UR. BELL: Yes, & little last niY.ht . I think he 
would stay if you would ask him, but £his is the second 
or third time he has asked to be relieved. I don't 
think he has had much to do , and I think there has probably 
been a little misunderstanding because I thoueht he was 
going to work for harold. I think it \Yas understood that 
war. 

MR. GRAVES: The Secretary made the suggestion that 
we should use him on the F and ~~o specialize on F and 
G Bond sales, and I talked with •r . Mills about that , and 
I think perhaps the thing got no further be~ause .of ~he 
arrangements that were made on the Victory F~d Coom1ttee 
thing. But I still would like very much to have IJr. Hills. 

s 
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H.IA.JR: He h a goocl 11&11. 

MR: GRAVES: He h. We would like him. 

H.J.!. JR: It h ~oo bad to' let that fellow a lip through 
your fincers . 

UR. GRAVES: I would be delighted to keep him and 
use him on this assignment . 

H.~. JR: It is impossible for me to keep giving 
people assignments all the time. 

Jm, GRAVES: I think Dan and I can work that out 
wi th him. 

l!R. BELL: He was working on the agent thing, and 
also some on the financing , helping on that, but he 
isn't doing much on the ~ents now and we tre sort of 
waiting for the other aas1gnment. It didn t develop 
and 1 think he feels he isn't doing enough"to justify 
staying here, · 

H.M.JR: Why don 1 t_)'OU and Harold aee him and 
have a talk with him. lily l.mpreesion is he is a good 
man. 

MR. GRAVES: ~ne too. 

MR. BELL: I think he will do a good job there. 

H.W.JR: ETidently he has slipped through between 
you two fellows. 

NR. BELL: That is right. I just sort of forgot 
him because I thought he was going to work on the 
other side , 

H.M. JR: Can I leave it--

l!R. BELL: Yea, we will work it cut . . 
I don't know whether you saw the atory in the Peat 
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that Lowell Kellett's organization na turning d01111 a 
Packard oar that somebodY offered to donate. They said 
we didn't have the authority to aooept i t and it would 
take legislation and that legislation h pending. The 
Post got hold of it and they ran a funny story on it. 

ILR. GASTON: The Office of Information told t hem 
that? 

H.U. JR: We do accept care? 

I.IR. BELL: Yes. I called Lowell this morning and 
told him he had better straighten out the story, that it 
uould become dirty if he didn't get on top of it. 

H.U. JR: I only learned the other day - you know 
this fellow over at - Keezer, did you know that he was 
Lowell Mellett 's son-in-law? 

MR. GASTON: Yes . 

l! .M. JR: I didn't - because he has been so opposed 
to our volunteer bond drive, and that might account for 
why Lowell Mellett has been so unfriendly to us. I 
didn 't know that. 

Am. KUHN: It is the other way around, l!r. Secr etary; 
Lowell Mellett' s unfriendliness, I think, preceded Keezer s. 
It started way back, didn ' t it? 

J.IR. ODEGARD: Yes. 

I.IR , KUHN: Way back in the spring of '41. 

H. l!. JR: I see, but there is one influence - it is 
the other way around. 

Mit. ODEGARD: They both might · 

MR. WHITE: Keezer is a pretty good economist. They 
might have arrived at it independently. (Laughter) 
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I can't correct that , (Laughter) 

MR. GASTON: There are two sides to that question. 

lffi. WHITE: A good side and a bad aide. 

H.A! .JR: You see, the trouble is, Harry, you have 
been teac~ing these boys repartee and they are beginning 
to learn 1t , so you have to improve on yourself. 

!JR. WHITE: I have to get better - I will do soJrB 
hO:llework. 

II. L!.JR: 
your curves. 

They are beginning to get a couple of 

, :.:R. GASTOll: It is just a matter of precedence. 
(Laughter) 

lffiS. KLOTZ : I think he sort of go t that. 

l.ffi . WHITE : I didn ' t p;et it . 

H. t!. JR: Norrran? 

MR. THOMPSON: I nonder if l!r. Gaston cleared with 
you on the appointment of Professor Yntema as a cember of 
the Committee on Practice. 1'/e have a vacancy and l.!r. 
Gaston is recotllllending J.!r . Yntema. 

H.L!.JR: Didn' t old Herman Oliphant use him once? 

MR. GASTON: Yes, he used him on several projects. 
One of those was the declaratory ruli03s, then he has 
since done a very voluminous work for Justice, the codi­
f ication of all Federal regulations. 

H.IJ. JR: \'/hat do ;rou mean, another la71Yer? You have 
got SauuJv naus. 

MR. GASTON: I would like to have him on the Commi t tee 
on Practice. Ed bas him now; t hat is one of the reasons 
I am short. 

~ --~-------------------
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KRS. KLOTZ: He will give him back to you, be 
careful. (Laughter) 

H.M.JR: What do you want a lawyer for? 

1:R. GASTON: There is a Committee on Pi·anice-­

H. l.!. JR: Practice of what? 

MR. GASTON: . Before the Department. It used to be 
called the Committee on Enrollment and Disbarment. Hanna 
is the chairman. He is a full- tilne man. There were two 
other members. the was Carrington, the !lew York practicing 
lawyer, and the other is Cook, who ia on the l:orth\1'estern 
Law School faculty . Actuall1 in the last year Hanna has 
run it pretty much a·s a one-man show. 

II.1l. JR: Does that come under you? 

J.m. GASTO~I: Yes. Nd'rman ntompson committed it to 
me some months ago. 

H.M. JR: And you want Yntema? 

!JR. GASTON: Yes, on recommendation of the General 
Counsel's Office. 

H.M. JR: He is a good man. 

UR. GASTON: Hanna, himself, doesn't want it. He 
has put up all sorts of arguments against it and all of 
hie arguments seem to me to work in reverse. 

H. U. JR: I mean, have they disbarred anybody 
recently? 

MR. GASTON: Only the perfunctory cases of people who 
have been comndtted, convicted, or disbarred. BUt they 
do hold meetin"s . Therefore, every time they get a group 
of contested cases the Board has to meet. 

H.M. JR: Have they ever r;one through the whole works, 
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started cleaning, challenging everybodr who has got a 
license to practice? 

J,ffi , GASTON: They did that originally. 

H.M.JR: The new man, why couldn't he--

I.IR . GASTON: I think it would be a good idea to 
review the whole, not only the personnel, but practices, 
and me thods of the Board, 

H.ll. JR: Everybody that has a license , why not 
make him prove he is entitled to a license. 

I.IR. GASTON: I think they could r.ell recheck on 
the list. 

H.U. JR: O.K. Vfuat else? 

!JR. 'll!Ol!PSON: I should get out an order on July 
Fourth as to whether we are going to work or not. 

l!.M.JR: What do you recommend? 

MR. T OJ.lPSON: Well, I think the same ~ractice we 
had for prior holidays should apply to the rourth. The 
President has given us the same word through the Bureau 
of the Budget , that if it will further the war effort 
we may stay open. I think most of the departments are 
going to follow that. 

I.IR. BELL: ill stay open? 

&m. THOMPSOII: Stay open - moe t of them. 

H.L! . JR: Gosh, I don't know--

I.!R. BELL: I would be inclined to give one holiday 
in there , The Fourth is a prett,y important one. 

H.JJ. JR : The Fourth - it is a Saturday, too? 

, 
s 
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MR. THCIIPSON: Yay 30 was a Saturday, too. 

1R. BELL: This is a more important dly in the 
country, I think, and it ie only a half a day. I 
would be inclined to close one day . 

MR. THO!.!PSON: The President has left it up to 
the heads of the department s. 

306 

H.11. JR : Who wants to close on the i'ourth of July? 

It is unanimous. 

UR. 'IHOl!PSOK: After all, I think it would probab]J' 
be a good thing to close. Employees are losing vacations, 
and one half a day won ' t--

H.Y. JR: Cb, I think - I moan, when you see all 
the ree t of the time and money that is wasted - I mean, 
those people are working hard. I think they are entitled 
to a half a day . 

MR. GASTON: As far as any emergency is concerned, 
you can handle it through the switchboard - notify 
them who is available and they can be called. 

H.ll. JR: I mean, I get so disgusted wi th a lot of 
thi ngs which aren't going well, and I think when people 
are working hard they are entitled to a half a day. 

UR. BELL: And they are working hard. 

H.U.JR: I would close for the Fourth of July. 

MRS. KLOTZ: It gives them a chance to go away for 
the week end. 

l!. l!. JR: I d~n't think they should get an early 
start on Friday, or anything like that. 

MR. THOI>IPSON: Oh, no. 

H. U. JR: O. K. All r ight , thank you all. 
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TREASURY DEPARTMENT 
WASHINGTON 

June 25,1942. 

:t.emorandum to the Secretary. 
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In accordance wit h Mr. Sullivan ' s request, you are 
informed t hat l icenses may be issued under the laws of 
th~ f?llowing_S~ates authoriz~ng the ~ale of li~uor 
(d1st1lled sp1r1ts) by the dr1nk: Ar1zona, Califor nia, 
~olorado, Connecticut, Delaware, Florida, Illinois, 
Indiana, Kentucky, Louisiana, ~aine, ~land, ~ssachu­
setts, J.:ichigaD,, Minnesota, !.!issouri , lo!ontana, Nebraska 
(in cities and vil l ages voting for it) , Nevada, New 
Hampshire , New Jersey, New Uexico, New York, North Dakota, 
Ohio, Pennsylvania, Rhode Islandb South Dakota, Vermont, 
~iisoonsin and Wyoming; also the istrict of Col umbia. 

Answering the specific question raised by 1lr. Sullivan, 
it appears that the U.S. O. should be able to secure licenses 
to sell liquor (dist illed spirits) by the drink in the States 
above enumerated. 

If, however, t he activities of the U.S.O. in any of 
these States are to be conducted on military reservations, 
attention is invited t o Section 1350, Title 10, U.S. Code, 
which provides : 

"The sale of or dealing in beer, wine or 
any intoxicating liquors by any person in any 
post exchange or canteen or ArMy transport or 
upon any vremises used for military purposes 
by the Un1ted States, is prohibited. The 
Secretary of V/ar is hereby directed to oarry 
the provisions of this section into full force 
and effect.• 

The laws of th~ remainder of t he States do ~ot authorize 
sale of liquor \distilled spirits) by the dr1nk. 

~/)~~ . 
Co ssr6 ee/" 
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Hello. 

Yes , e1r. 

Go ahead, Harold. 

June 25, 1942. 
12:16 p.m. 

I round that M1ee D1etr1oh hae settled her 
case •..• 

Oh. 

•••• b:t st1pulet1on; that abe never made any 
errort to w1 thhold any infor:~~s t1on or recta 
about the matter . I t wee wholly a technical 
ouestion, one or communi ty orooerty b:t the 
way, as to whether her husband and ~e could 
file seoarate r eturns. 

Oh. 

And there i s this about it. She hea not yet 
'Oeid the amount or th1e def1c1ency, which 1s 
$160,000. 

Yes. 

She 1 a not making any ertort to evede that, 
but she has funds t1ed up in England •••. 

Yee. 

•••. and she has the caae oendlng before our 
Foreign Funds oeople - 1n wnicb she's asking 
that that acount or money be unfrozen, eo 
the t she can ao'OlY 1t to oey \hU tax l1eb111 ty. 

I see. 

That ls etill oending. Now the oeo~le that I 
talked to in the Bureau - there w~ s Mr. Cann, 
Assi stant t o the Commissioner - told me that 
this woman has never bad 8 bed r ecord, nev~r 
had a caee against her before. The - the 
det1cienoy l n this oaee 1nvolvee no penalty, 
and he has ex'Oreeeed to me when I told him 
what the auestion waa, thil opinion that there's 
nothing in that record thet would disqualify her 
from be1ng used by ue. 
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I see. Well, let me Jus t - while I'm 1n on 
it - you - why i1 Forei gn Funde holding up 
the money wbloh would flow to ust 

That I- I don't know 
Revenue people know. 
that matter in hand. 

I see. 

and I doubt it the 
I think Mr. Foley baa 

At l east, Mr. Cann ao told me. 

Yeah. But I mean they've tro1en the money 
which she baa whi ch she could use t o nay a 
tax wl th? 

'iell, 1t1 e- it 1 e a queatlon ot getting this 
money out or England. 

Oh. 

Now whether that i s ttchnioally a froz en funds 
t ransection, I wouldn't know. 

I see. 

But she has the funds there end h~e made 
aoollca tlon. 

But - but - ·~bat 1 e the man 1 e nll.llle ln the 
Bureau? 

Cann. 

You mean he eaye there's nothing in her record 
which •••• 

Nothing . 

••.• should make us avoid her. 

Tha t's right. He eald ehe 's not a bad tax­
oayer · she didn't- ehe didn' t do anything 
to figh t thi s ease; tha t the quest i on wee 
wholly 8 t echnical one; and he knowe or no 
reason why we should not uee her .. • . 

I aee • 

• • • • on thl• program. 
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~ell, what do you recommend i n view ot that? 

I recommend that we go ahead with it, 

All right. Fine. But in the future •.•• 

:rnoe e casea will all be cleared with me. 

They'll all be cleared with you. 

Alway a. 

And trom now on . 

Yea, sir. 

And - well , that' a that. 

Yes , elr. 

But- I sti ll - I don't know whethPr you're 
in agreement with me or not - I d~n ' t know 
how many bonds ••e 1 ~ eell ualng a woman like 
thl e , do you? 

No , I don 1 t ltno•• either. 

What? 

That's- that's one ot the thlnge that we've 
0one- were dlscuealng yes terday .... 

Yeah . 

•.•• and we're going to Ptre i ghten thl£ whole 
t hing out. aut thla it all procra!llllled. I 
tind that she 's a~oearlng here Sunday , end 
that ends 1t, ~nd I believe we should go 
right ahead wlth it. 

O.K., Harold. 

Fine . Thank y~u. 

You 1 re weloome. Goo~bye. 
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June 25, 1942. 
3:40 J) .JD. 

Hello , Mr. Secretary? 

I n person. 

(Laughs) I hate to bother you 1n person 
ebout this, but I won~ered 1t I ooUla ask 
you i! by any chance you have any vacancies 
opening ror mes sengers over 1n your ol ace 
!or the s~~er? · 

Well , are they •••. 

I understand eome or these youngsters around 
get Jobe , anc I have a neohew who 1s inter­
s i ted ln doing a l i ttle work this summer. 

We have - we've got e big, wide , open space 
!or him. 

Do you think so? 

I know eo. 

Grand. He' s about seventeen. l!e goes to 
St. J ohn ' s, and he has another year to !inlsh 
up but I - he thought and my &l ater thought 
it might be good tor him to be busy thi£ 
summer. 

".;ell, I mean - coUld he do eame thlng else, 
or is i t that he •••• 

"fell, he has no - he has 
thing else. I mean he'• 
in high school, you see. 
year. 

'tlhere ie he now? 

He 1 e ln ·,;ashington. 

no t raining ror any­
Jus t in echo?l still, 

He fini shes next 

·.vell, do you want to hnve him come in wl th a 
l i ttle note from you ••.• 

All right. 

Tomorrow morning about t en o'olock? I ' d like 
to meet him myself. 
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Grand. Well , that ' s very nice, Mr. Secretary 
but I don ' t want you to really bother... . ' 

No, no. 

.••• but I wanted to aak you ao that you could . .•• 

Lis ten, Grace, I bother you a hundred times 
and thie ie a teeny little once. 

1>ell , you - you never bother me, you Jtnow t ha t. 
But I just thought if you oould tell me i f 
there was a chance thAt there might be an 
openi nf• then I' d send him over. Otherwise, 
I di dn t want to really hAve you do anything 
about it. 

I don ' t know where the opening ie, but he'e­
he ' e s ot a job here. 

Al l right. Orand, Mr. Secretary, that's flne. 

Now what 's hie name? 

Harold Sinton. 8-i-n-t-o-n. 

Hnr old Sinton. Thnt ' s the name nf my pilot. 

Really? I s it? 

S-i- n- t-o-n. 

That's right. 

That's - he wae oo-~1lot on the tri~ uo with 
- to New Hack en eack "i th Churchill. 

Oh, r eally . 

They borrowed . .• • 

Oh yes, they sa i d he ·~as going to guide them 
in or something, wasn ' t he? 

;~ell , hie name i s Sinton. S-1- n- t-o-n. 

I sn't tha t tunny? Uh huh. 

• 
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So you have him over here at ten tomorrow, 
and I'll - I ' d 11ke to meet him end I 'll 
take care of him. 

All right. Grand, Mr. Secretary. That's 
very k i nd. Thank you ever ao much. 

Not a t ell. 

I 'll have him there. 

Don't thank me. It'e a pleasure. 

Grand. Thank you, air. (Laughs) Goodbye. 

Goodbye. 
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TREASURY DEPARTMENT 

INTER.OF'I'ICII COMMUNICATION 

loorotar.r MorcoathiR 

Abbot L, 111llo, Jr, 

315 ./ 

DATE Jaao 25, 1fUo 

SUbJoo" looulnc Acooq 1\atu of tho llaboro of tho .Uroraft War Pro4uUoa 
Oounoll, lila. 

!ho followiq tolocraa baa boon rooobo4 froa llr o JohD. c. Loo, 
~«aucor, .Uroraft War Pro4uoUoo CoUD.Olll 

0.1.o Lo 11111o, Jr. 

loar4 of Diroctoro of Aircraft War Pro4uoUoo CoUD.o11, which 
ooapriooo tbe Oooaol14ato4, Doqlaa, I.oolthoo4, Iorth AaoriC&Il, IorUlrop , 
Jll&D Top &D4 1111 too Oo......,Uoo, to4q UD.&DiaouolJ' o4opto4 a llooo1uUoo 
rooolllloD41nc that tho eo.p&Dioo arr&DCO to ioouo War loo4o oubocrillo4 
by oap10711, Ploaoo iafora tho loorotar,r aD4 11D4or-Socrotar7 o Lottor 
followo , loot v1ohoo, 0 

•• ... 
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!!MJr: 
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Y. : 
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!4: 

Hl!Jr: 

llo : 

I!MJr: 

M: 

Hello. 

Abbott Mills, air. 

Junt 25, 19~2. 
~100 o.a. 

Hello, lUll e. I Just got your memo about 
the Aircra.tt War Production Council, and 
I'm simply del i gh ted. 

"ilell, 1en 't i t good newe I It oertainly 1e. 

I think the t the t 1 & a ewell Job you did. 

'iell , many thank e. It it 111 Juet stay put . 

lUll a •••• 

lCee, sir. 

llormally I 1 m oerteotly willing to take the 
blame when it1 s mine, but in this case it 
~oeen 1 t happen to be. I talked- have you 
talked wi th Bell and Graves today? 

No, eir. 

Haven't yout 

No. 

Well , each one thought the other one was 
keeping you busy. Bello •..• 

lC eah • 
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• • • • and I was aa:aud to find out that - that 
they hadn't and the thing el i poed between 
them. Now I 1 d like you t o talk w1 th both 
Bell and Graves before you deci ee anything, 
you see? 

All right, sir. 

And 
it. 
you 

it really- they both relt badly about 
Each one thought that you - theY - that 

were workin~ tor the o ther one. 

Uh huh. 

.. 
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But they were to talk to you today. They 
haven ' t done it? 

317 

No. Well - they - 1t1 a earl y yet . (Laughs) 

'•'hs t? 

I t's earl y yet . 

I don't hear you. 

It' a still early. 

But they haven 't done lt? 

llo, no t - not yet, air. 

Well, I'm sorry. They will . 

All right, slr. 

Thank you. 

You bet. Thank you. 
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Ha rold. 

Yea, a1r . 

June 25, 19112. 
li :02 p .m. 

Gosh, what can I do to moke you see M1l l e 
and g1ve h1m eometh1ng t o do? 

See who? 

M1lla. Abbo~t M1lle. 

Oh- I - you don 't have to do anything more 
tban you 've done. 

A'ell , I - well, I can't get you to tall< to 
hlCD. 

Well, I'd be delighted to talk t o him. 

I Just called h1m uo to cont;ratulate him. 
He go t those ei ght 81rcrart cooooan1ee as 
1 eeulng a6ente. 

Yea . 

Then I sa1d t o h i m, "I euoooee you 've &~en 
Mr. Gravest• He ea l d , "No, I haven 't hearcl 
rrom hlm. • 
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(Laugh9) ·~ell, I'll ge t "'t hlm rle;ht a" ey. 

·,·ell , 1 t 1 s hard enough to get goocl men "1th­
ou t Juet letting them all? thr) ugh your · 
finger~, Herold. 

Yea , a1r. That's ri&)lt. 

You d1d promise th1 a morn1ns a t Starr you' cl 
see him. 

Yea, well, I prom1eed that - thn t Dsn and 1 
woul d t ak e care or h1m. 

But you haven ' t, e1ther of you. 

Yeah, well , I 'll take care o r him w1 thln 
r 1tteen a~inu~ee. How' e that' 

s 
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Yeah, I don't like to keep checking up, 
Harold. 

Yes, e1r. I've - I' ve had a greet many 
people on my neck today. 

319 

Yeah, but take cere - take care or the bose 
t1ret, will you? 

You bet I will . Yes , air. 

I - I come t i rat. 

You're right. One hundred oercent. I' ll dD 
it. 

Thank you. 

Y~u 1 re welcome. Goodbye. 

----------~--~-

' 
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HMJr: Hello. 

gune 25, 1942. 
:()9 p.m. 
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Operator: Mise Michener. Go ahead. 

HMJr: 

M18B 
Michener: 

HMJr: 

M: 

HMJr: 

!~: 

HMJr: 

:~: 

Hl·.Jr: 

1!: 

III!Jr: 

H: 

HMJr: 

H: 

Hl~Jr: 

M1se Michener? 

Yea , Mr. Secretary. 

Would you and Daggi t come in here a t quarter 
llSSt four • . •. 

Quarter oast tour. 

•.•• and bring with you the chart that you 
give me on ev~ry Monaay ~h1oh ehowa tbeee 
controlled and uncontrolled prices , particu­
larly the one with pork, you see? 

Yet. 

Because that one, by golly, showed Monday that 
the thing had gone uo, ond on that thi ng I 
went out on the end ot the 11mb and asked 
'111ckard why 1 t 1 d gone Ull - the one I got on 
Monday. 

Yeah, last Monday. 

Thie Monday paet. 

Yea. 

Come 1n with Deggit on that ..•• 

Yea • 

•.•• because I don't understand why on that 
chart - I think it'e amonget the unecntrolled 

Yea. 

And that ehowe it's gone uo, but this whole 
memorandum shows that it' a been etable , and 
that ' e what Mr . 'oiokard etlid. There's some­
t hing wrong somewhere. 
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Yeah, I'll get that. 

Come i n at quarter paat wlth Oaggit. 

Yea . 

Please. 

321 
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322 

Attached 11 a etateaent on the pr1oe e1tuat1on tor pork 
produote, with part1oular reterenoe to the etteot ot the 
pr1oe oe1l1nge on bog pr1oee, eubaltted 1n reeponae to JOur 
requut of. June 24. 'fbe etateaent wae prepared bJ Kr. Daggit . 

• 

' 
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!he price ai,uation tor pork produo'• 

Price oeil1ya 

323 

Wholu&le priou of pork produote vera put under oe1linge 
somewhat earlier than the etteotil'e date ot the General Max111Wl 
Price Regulation. By a temporary order announced March 10 
erreotive March 2), ceilings were eetabliahed on vboleeale' 
prioee ot aoet pork products at the levela prevailing during 
the 5-da7 period Maroh)- 1. The peraanent order now in ettaot 

. ia on eubetantiall7 the eaae baaia. 

Lard had been placed under wholeaala frioe ceilings on 
December 1), at t he leTela of NoTeaber 26 9.85 oenta tor pr1aa 
ateu lard at Oh1oago). !he ceiling waa later revhed about 
ll percent higher to 10.9) cenh, et'teotiva January 2; again 
reviled upward to 12.695 oenta, etteotil'e Pebruary ~; and still 
lat er revised to 12.90 cents (the highest pri ce charged in 
February) effective June S. 

Ceil1nge on retail prioea of pork products were iapoaed 
under the General IC.ax1aWII Price Regulation on May 18. Thera 
ia no ceili ng op wholesale prioee of liTe hog•, because ot 
apeo1f1o prohibition in the Emergency Price Control Act of 
oe111nge on primary term products. 

Price trends 

The attached large chart comparee (1) the Oh1oago oom­
poa1ta wholeeale y&lue ot hog produote derived from 100 pounds 
ot live hog, ae computed by the Department of Agriculture, 
with (2) the Ohioago wholesale pri ce of live hoga aa reported 
by the Bureau of Labor 8tatiet1oe (the baeio ooamo41ty quota­
tion), and()) the a1d-aonth tara price of hoge. 

It will be noted that the announoaaent on xaroh 10 ot the 
temporary pr1oe ceiling order wae followed bf eoae decline in 
the Wboleeale Talue of hog produote. Vblle the decline wae 
later regained the general effect of thia and the later per­
manent order b&a been to level out the wboleaale price quota­
tiona on pork product a. 

It would appear trom thie oompariaon that the price of 
liTe hoge did not respond to the pr~oe oeilinge on pork pro­
duota until about a month later. Binoe early April, howeTer , 
hog pr1oee haTe l eTelled out, and the tarm price on May 15 
was slightly lower than the price a month earlier. (The 
June 15 f arm prioe will be available next week.) 
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Two pointe ebould be aentioned i n oonnection With theee 
r ecent price trenda. Firat, the continued riaa in hog pr1caa 
during the aonth &tter oeilinge vera placed on pork product• 
vas due in part to Wide aargine ex1et1ng when t he oeUinge 
were impoeed. The riee in pork pric" during Fabruar1 and 
earlY March apparentl7 or1ginatad largal7 in ezpanded demand 
both from oonewaere and f~ Governae~t purghu~ which ' 
lifted pork pricee aore a 1'1 thin in hog pr on. Ae 
co!Dllented upon by the Bureau of Agr1oultur&l loonoa1ce "fhe 
spread between pr1oee of live hoga and hog produota vae 
fairly vide during the first week ot March, the baae period 
tor ceiling prioea on pork produote. fh11 Wide epread per­
mitted hog prioee to advance in recent weeka in reaponae to 
the etrons deaand t or hogs. • (! he L1veetook Situation, 
April , 1~2.) 

A aeoond point 1a that the atabili&at1on ot pork and hog 
pri ces during the paet taw aonthe a&f have been faci litated b7 
the eeaaonal apring increase i n hog aarltetinga, vh1eh uauall7 
reaches a peak in lla7 or June. Hoge s l aughtered under Federal 
i nspection totalled 4,320,000 i n KaJ, ae compared Vith 
4,196,000 in April, and a lov ot 3,1192,000 i n Febru&rf. !hie 
i ntluenoe a&f have been otteet, however, by inoreaaed l end­
lease purohaeee. 

Retail prices ot principal pork products continued to 
rise in May, ae ehovn by aid-month BLS data (before the May lS 
affective date or retail prioe oeilinge), despite the 
stabilizati on ot wholesale prices. Retail quotati ons ae ot 
June 2, however, baaed on BLS sample data, indicate eome de­
cline t rom t he May l evels . Retail prices t or pork chops, 
bacon, and hall are ahovn on the attached eaall chart. 
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(Data ahown on l arge oh&rt ) 

Pr 1oea or hoge and porlt proohloh 
(Dollars per 100 pounda ) 

t eet Wholesale pr1oe Wholea&le Y&lue .berage r&l'll 

ended or l1Ye hoge 1/ or hog produoh pr1oe or hoga, v 15th or aont h 
Deoe~ber 6j 19~1 10.125 10. 76 
December 1 11. 175 u.ro 10. 32 
December 20 10.025 12. 0 
December 27 11.~75 11. 90 

January 3 6 19~2 
11. 375 12.02 

January 1 11.a25 12.~7 
January 14 11. 75 12 . ~3 10. 69 
January 2 11. 625 12.28 
January 31 12 . 000 12. 39 

February 7 12 . 525 13. 04 
February 1~ 12.t50 13. 5 u . t5 
February 21 12. 925 1,.83 
February 28 13 .100 1 . l iS 

Uarch 7 13 . , 75 1~. 4s 
!larch 1~ 13. 25 1~. 0 12.52 
lo!aroh 21 13 , ~00 1~.03 
!larch 28 13. 50 1~.12 

Apr il 4 1,. 850 1~. 3~ 
April 11 1 .400 1~. 5 
April l iS 1~.150 1~. ~~~ 13.4!! 
April 25 1~. 375 1~. 6 

!lay 2 1~. 025 l~.l6 
lo!ay9 14. 000 1~. 2 
Uay 16 14.150 14. 52 13.2!1 
Uay 23 1~. 275 14.~ 
llay 30 14 , 400 1~. 

June 6 1~. 200 1~. 56 
June 13 1~.175 14. 5~ 
June 20 1~.~50 1~. 5 
June 24 14. 25 

!I Good t o cho1oe, 2oo-220 pounds , Oh1oago, Fr i day pr 1cea. 
Bureau ot La bor Stat1st1cs. 

Y Value ot all edibl e produota, treah bae18, 1n 100 lb. ot 
11ve hog, oomputed trom wholesale pr1oes on carlot bas1s, 
Chicago. Department or Agriculture. 
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(Data abovn on aaall obar' ) 

Retail pr1oea or eeleoted pork produota!/ 

(Cente per poUDd) 

Baoon Haas 
Year and oonth Porlr. chops ( al1oed) (whole) 

1941 
Nove11ber 36.0 36.3 32.0 

December 311-·5 36.0 31.9 

1942 
36.7 34.6 Januarr 35·0 

Februarr 36.8 37·3 35·5 

March 11-o.o 3$.4 37.0 

April 11-2.0 J$.6 37.2 

Mar 11-3.2 39 ·3 37.8 

June 2 eat. 41.7 39·1 37·7 

!/ Mid-month pr1oee. Bureau or Labor 8tat1et1oe 
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HMJr: 

Oper& tor: 

Mra. 
L1ndhe1111 

!!li.Jr: 

L: 

Hl'.Jr: 

L: 

HHJr: 

L: 

Hli.Jr: 

L: 

Hl'.Jr: 

L: 

HMJr: 

L: 

Hl!Jr: 

L: 

HMJr: 

L: 

HMJr: 

Hello. 

Mra. L1ndhe111. 

Thank you. Hello. 

Hello. 

Mrs. Lindhe1m? 

Hello, Mr. Korgenthau. 

Hov are yout 

F1ne. Bov are yout 

All right. 

~une 25, 1942. 
117 P••· 

To what can I attribute th1a honor? 

Well , Kr~. L1ndheim, do you re11ember when 
you oame up t o see ue on the tarm? 

Yes. 

We talked about bringing eome of those 
boys down 1n the tall to pick the apoles. 

Yea. 

And the questi on vae whether we could house 
them or not. 

Yea. 

How we could house quite a tew or them •••. 

Yes • 

•••• and I wondered whether the eituat1on was 
euoh that - thiA - I th1nk you call 1t 'the 
Vermont Plan •. • • 

Yee • 

•..• whether these boys would be aYaileble 
around the t 1ret ot September. 

Regraded Unclassified



L: 

!!MJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

!!MJr: 

L: 

HJoi.Jr: 

L: 

HMJr: 

L: 

!!MJr: 

L: 

L: 

HMJr: 

330 

- 2 -

When ve epoke - oh, t i ret ot September -
when we epoke, I believe we mentioned girla. 

'ilae it gi rl a' 
Well, I - we mi ght have boye, bu t i t waa 
about girle that we epoke ••.• 

Well. . •• 

••• • because at that t i me Mra. Korgenthau va e 
very interested in having them trained. 

Oh, well I ' ve - I thought , vall I - eo much 
happens tha: I can't truet ._memory. It vee 
girls. 

Yeah. (Laughs) But aa a matter ot teet, we 
have many , many more boy e. 'te' ve been able 
to olace very tew girla. It ' e heartbreaking. 

Yee. 

Because we had about three hundred - over 
three hundred really too g1rla, and we have 
only been able to place eighty. 

Yea. 

'l'b1e ia very bad. 

Well , the thing is th11 - I'm going up to the 
tarm th1a week-end •••• 

Yea • 

.••• end- ot course, my tarmer'e kind ot old­
fashi oned and he wante boye eo they can get 
up on these thirty and forty-toot ladders, 
you see. 

Yeah. 

The question is whether the girla can do i t . 

Would you want some boye now' 

Not r i ght now, although I think right after 
the r ourth or July ve oould begin to use . ••• 
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I' ll tell you why, we ' re - we have a lot ot 
youngetera that are not being able to be 
placed beoauae the Vermont tarmere have not 
come t hrough with all the placement• tha• 
we had expected.... • 

Yea. 

•••• and we're having to turn down some kids 
attar we accep ted them. 

How old would they be? 

331 

Well, they're all over eixteen, and they 're 
good because we've only - we've really weeded 
out those that we thought in any way were 
not de&lrable. 

Well, Mre. Lindheim •••• 

Yea. 

To me - I mean, you see - the important thing 
is to have them in September. 

Yea, air. 

Nov couldn 't- what assurance would I have 
that these boye wouldn ' t l eave me in the 
middle ot September? 

;fell, I C:on ' t know. Thi s i e an entirely new 
problem that we ' d have to look into. You see, 
when I spoke to your wife about it, the idea 
was to come about the middle ot September 
when the work in Vermont wae over •••• 

Oh • 

••• • and to stay as long ae they were needed .•.• 

Oh • 

••.• and now that I couldn 't ea~ because it 
when school ooena unleea they d be releaeed 
there would be a problem there. Wi th girls 
there may not be that problem it we get girls 
who are going to et&Y in longer and train. 
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Well •.•• 

Couldn't we re-train your farmer? 

Pardon me? 

OoulOn 1 t we re-train your farmer? 

'.vell , he may - tte all may have to be re­
trained. 

I think eo too. I think it' s- I th1nA you 
ought to be convincing enough to convey that. 

'>'ell , it's this queation, will theee girls 
get dizzy u~ - when they get that - on these 
forty-toot laOdere, you aee? 

Oh, no , no more then boye. 

\iell, anyway, I' ll tell you what we'll do . 
'.ie now have . two sepere te houses ••• • 

Yea. 

•••• and we ' ve got people who can cook tor 
them ••• • 

Yee • 

•••• and we're- we're in ehape end I 've got 
the biggest oroo we've ev~r bad, you see •. •• 

Yea • 

•.•• and right after the Fourth ot July we do 
start with raspberries eo we would have work. 

How many ':)oye - how many boya woulO you want 
after t he Fourth or. July? 

'.I' ell I don ' t - I 1 o know better after Seturday 
' when I come back here MonOay. 

'llell, perhaps you could let me know then. 

'llell could you do th1e - oould you look into 
it a~d then- and let me know. But the thing 
that I'd want - whoever I take on, I'd want 
eome kind ot a pleage trom them ••.. 
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Yea. 

•••• that they'd etay through our Maei ntoeh 
harvest. 

llhen 1a t hat? 

'A' ell , 1 t beg1ne about the Urat week 1n 
September . 

And ende vhen? 

It w111 run through t111 about the riret or 
October. 

It r une through the tiret or October. Well , 
aupooaing school opene before? 

Well, you knov - under the New York State I 
think they can ge t- I thlnk 1t 1 a three 
weeks ..•. 

A release? 

Yes. 

You haven't any idea even thet- vben you 
aay you have two houeee, now let me ask you 
th1e about the supervision or tbeee young-
sters •••• 

Now I ' d - we'd have to have eomebody. We 'd 
have to • .•• 

You ' d have to heve aomebodf. 

Yea, definitely. 

Well, maybe I could get eomebody. 

Yeah, we need somebody that would come and 
euperviae them end •.. • 

Yes • 

• . .• and I think it would be easier i rtwhe ' d 
deo1de all boya or all g1rll beosuee en 
1t oould be one auperv1aor. 

Regraded Unclassified
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HMJr: 
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HMJr: 

L: 

HMJr: 
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It would haYe to be one or the o ther. 

Yeah. 

334 

Fine. And then the question ie, well -
about the pay end all that, we can diseuse 
later. 

·~ell, it you could do thie, I'm going to -
you don ' t eup~ose t hat I could- you could 
get me ott some kind ot e latter tomorrow .••• 

Yee. 

•••• to Hopewell Junction •••• 

Hopewell Junction. 

••• • that you could mail me tomorrovf 

Hopewell Junction. 

Hopewell Junction. 

I 111 try. I mean it i sn 't a question ot 
time. I can do it in the time. It's only 
a queetion of policy. Nov we'll have to -
I'll have to get together with Jobn 
Rothschild. Arthur Root ian't here .••• 

Oh, 

•.•• and- but on the other hand, we have a 
very definite problem on our hande w1tb 
boy a that we've not been able to place .... 

Will'' 
•••• and I'm heartbroken about 1t. Thie may 
be a wonderful way out. 

'llell , I suppose the maximum 'that we could 
take of boys end girle i s - to give you 
some idea - would be twenty-rive. 

Tventy-t1ve. 

The t would be the maximum. 
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L: 

llMJr: 

L: 

HKJr: 

L: 

Hl!Jr: 

L: 

335 
- 7 -

We1l , that ' • aometbins. 

Yea. 

And I'll aoout around then right away and 
aleo see about it there'• any poeei bility 
ot getting in line with a aupervieor. 
A girl that I epoke to Mrs. Morgenthau about 
- it she would be free , Katherine Freeman, 
she would be excellent ror that . 

She would. 

Sbe 1 e rea1ly trained in agriculture, and 
she ' d be very tine. I ' ll find out though. 

Well , it - it you could give ae eome k1nd 
or • l1ne that you could ma11 t omorrow 
afternoon •••• 

Yea. 

••• • end then my county- aea1etant county 
agent 1& oom1ng down Saturday •.•• 

I see. 

••• • the man in charge or the tru1t •.•• 

Yea • 

•••. and they bed aome k1nd or a meeting 
Wedneeday night to ta1k it over v1th the •••• 

Yea • 

•••• orchard people, and I' d know Saturday 
what the local situation ie •... 

I eee • 

•••• and bow much they want in eouthern 1 Dutchess. Now in northern Dutoheee they re 
running e very auooeaeful th1ng with 
Brooklyn College, with g1rle ••.• 

Yea, gir1s. 
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L: 
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Girla. And theJ're feeding them out ot 
the oateteria ot the Central High School. 

They're what7 

They're teed1ng them out of the cafeteria 
of the Central Hi gh lobool there ••.• 

How excellent. 

••.• and they've worked that out , an~ it's 
been a greet auocess. 

Ob, that's wonderful. You know I'm going 
to have the opportunity o f seeing all of 
these because I'm going around the country 
t o investigate allot these •••• 

Well , let 'a ••.• 

•. • • projecta, either tor the Volunteer 
National or possibly the Government. 

'.iell , the one at Red Hook •.•• 

The what? 

•.•• at Red Hook, the girls up there- that's 
been a great suocesa. 

At Red Book. Well, I muet go end see that. 

Yea. 

B7 the way, I vas ~ing to write to you and 
aay that 1f when I m touri ng the country I 
can be ot any eervioe, I'm a very good 
apeaker. 

Good. 

I mean to you. 

Fine. 

So maybe I could book uo with it. 

Fine. 
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An,VaJ the - then I'll do my beet r1gbt tb1t 
minute, and I tb1nlt I oan do eometh1na. 

Th.anlt JOUo 

OkaJ, e1r. I'll let you heer then- oh you­
I' ll bear trom you on Monday and I'll let you 
know 1t poee1ble by letter r 1ght away. 

Thanlt JOU. 

Than)te. 

OoodbJe. 
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!IMJr: 

Operator: 

RMJr: 

Operator: 

RMJr: 

Operator: 

Du1d 
G1neberg: 

!IMJr: 

(): 

Hello. 

Mr. Henderwon baa gone to Mew York but he'll 
be baOk tOIIIOM'OW 1110l'ft1ng. 

Oh. Vbat•e hie General Oouneel•e naae ­
G1neberg. Bee 1t Ginsberg i s there. 

All right. 

And tr:r G1neberg t1rat, and 1t Ginsberg 
ien•t there, trr Has.. 

All r1gM. 

June 25, 19~2 
~:37 P·•· 

Ver:r well - well, not Yer:r well. 

Well, I'• eorr:r. 

Ran ve done eollllth1ng wrong to the 'l'reaeur:r, 
toot 

RMJr: Ro, no, no. Wo, JOU'••· ···· 
G: 

lii!Jr: 

G: 

HMJr : 

G: 

lll!Jr: 

We•Ye sot our banda tull nov. 

I DOW JOU han: We, I'a oa111ng up - (Laughs) -
rou bo:re auat be aene1t1n onr there. 

(Laugh•) We're getting eo nov. 

Jo, t:b11 u - I'• so1ng 1n vb.ere angela onl:r 
would tear to tread. I got into an argument 
With the Beoretar:r ot Agr1oulture on the 
prloe of pork. 

On the pr1oe ot pork. 

And other too4, and then I praued h1a nrr 
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G: 
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G: 
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l!l-!Jr: 
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hard, and· I foa.d - be flnall1 a&.lttad that 
tbera' • poaoUeallJ ftO oooparaUon be~en lltiU 
the .U.1 and •• ...,. bu71 and A8J'1oulture. I •an 
1f aoaethtng 11 setting out of band or a oe1llng U be1ng pr .. aed hard, JOU •••1 the Al'IIJ and 
•aTJ algbt be bu11ng pork ohopa or eomethlng 
or other, and preealng • er1 hard on eoaeth1ng 
where JOU people are haY1ng ti'Ouble , and I 
gather • •••• 

You ••an eort of out-b1ddlng - blddlng a 11ttla 
hlSh 1n the raarkeH 

Yea, or buJing a great deal of one th1ng, JOU 
•••• 
!hat •e r1ght. !bat'e 1t. And that meane • •••• 

Hello. 

Yee. 

And he didn't want to anewer ae, but I sort of 
praaeed h1a and I found that 11noe - that 1f 
JOU people are haYing ti'Oubll wtth - I'• uelng 
pork _ohope ae an ex .. ple - and JOU • •••• 

!hat•e JOU1' fa•or1te. 

Hello. 

!hat•• - hello. Yea. 

Beo111ue 1 t happen• to be one of the th1nge -
that ftO one, I gather, would go to the .U., and 
•aTJ and 1a1, •Yell, 1f JOU 1 1'1 - auppoalng JUU 
don't aerYe thea pork ohopl eeYen d&JI a week, 
JUU onl1 eern t t to thea t1Ye daJI a week. • 
Hello. 

Yee, 

And 1t beef 11 a 11ttle veak, theJ algbt tn­
oreaee the purohaael of beef and bring 1t up 
and eaae off on eomethlng elae. I gather that 
1an1 t balng done . 
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G: 
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G: 
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!hat'• exactly right. It ia not being doae. 

And therefore I waa bringing it to :rou to 
Renderaon with the idea that I - ., reaaon, 
of oouree, ia I'm 1ntereated that there should 
be as little preeeure on the oeillnga aa poe­
eible. 

That'• right. 

And particularly on the foodatuffa. 

!hat' a ri{!bt. Tbat•a where lt ' a getting nry 
bad now. 

And I had ~e a Uae W1 th Vloltard, and finally 
I preaaed h1a on th18 thing and he adai Ued 
that thia aituation ia ao. Row ••••• 

Well, let• a ua try and work on the thing a 
little bit. I know that Wickard haa been trying 
to do aomething along that line out in the 
oountr1, JOU know, haYing- bU1 thia or that 
beoauaa we••• got a aurplua and it's patriotic 
to eat ohiolten; and he ' • done ao .. good with 
it that way. 

Well, that would help, but •• ••• 

I la!ow 1 I la!ow • 

• • • • • I waan • t - I wae thinltlng sore of the 
preaaure of the purohaaea of the Ara7 and 
llaYy irr .. peot1n of Ybat the oeUinge were. 

'!hat' 1 right. 

Alld if they're not cooperating, I llhould think 
that - I don't know who don the buJ1ng,- the 
Quarteraaater General, or hov it'• done ••••• 

Tbat•e right • 

••••• but I'• bringing it to ;rou; and if 10u 
ou do aoaething or oannot do aomethlng, 1! 

:rou would Juet tell •· •. · · 

fine. 
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!lliJr: 

- --
.. , • , I ' d be Yel"7 glad to be kept poe ted, 
beoauae I aa eo 1ntareated 1a eee1ng theee 
oe111nga atay stable, 
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G: P1ne. Well, thanlt you \'11'1 1111oh, 'Kr. lleoret&l'1, 
and I 1ll eee that we get 1t up and get 1t 1nto 
the vorlte 1'1 r,t1t avay. 

HJ(Jr: Good. llo - I'• oell1ng u a tr1end, 

G: !hank you, You're the t1re1i one 1n about a 
aonth now. !hank• eo auoh. 

!!XJr: Well, don't forget the da71 When poor old 
Leon wen1i avay and he lett ae ae your •.... 

G: '!'hat 1 1 1'1gh1i, 

HKJr: •••• • Pather Conteeeor. 

G: 

HMJr: 

G: 

!lliJr: 

G: 

HMJr: 

G: 

I know, !heee are al.aoet ae bad ae thin. 

Well, I ' • at1ll here. 

Well , thank you. 

And I'• et1ll a tr1end. 

!hank• eo IIIQOh, 'Kr. lleoretary. 

Oltay . 

Good-bye. 
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June 25, 1942 

IDl Jr called llointpe and told him Treas had no 

opening tor Andrew Somera, and llointyre suggested 

that !Ill Jr take it up with the President aometiae 

when he aeee hia. 
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eonterence ot Ill'. a..u, rlth Ill'. tita &lid Mr. 111cb 1n 11r. -.nte• 8 
ott1ca Jlma 25, 191!2, 3 t)O p, 11. 

11r. BawU, ulcad tirat about tbe atet ue ot 81'ite1n•e raqua1 t tor 
til'fero lie eaid that be ll..t ee., a ate~t 1n tbe ~ that tbe 
su ... r eo-tttea had rejected tbe propoael. llr. lllll.ta aaid tbe ~ 
goetion lied been praeantad to tbe BUYer Co.Uttea, &lid that the .-ben 
ot tbe Co.Uttae had - to be 1ntenetad. Till 1bl.low1nc dq, 
ho1111YOr 1 Ill'. llcC&ttan gan out tbe etoey tllet Mr, Bnlq had ,...,, Jlr, 
White aaid that the fi&ura ot 81'1te1n•e .,.,.tarT raqui~ota ot 2 1/2 
.UUon ounc .. per .,nth had beeD ginn to .the eo-ittea 1n conticlanca, 
and that it 1IU tbe ec-ittea that had nlaaaad tbe ti&U" to tbe papllrlo 

)!r, 'Illite uid tbe '1Muur7 wu cont11lu1ng to worit on tbe propol&l &lid 
t hat it lliebt be atlll poaeible to lt&lr.a eo• arrm~t tbrouab tbe 
totdiUII ot tbe Lan6-Laeae A*iniatratl.oD, 

lll'o Beot'la:y than referred to a ate~t be had eaan 1n tbe paper that 
there ,.... to be a Met1ng ot central banlcan ot Korth and South -.rica. 
Ho ukad whether tbi.o Meting coucernad tbe 81'1t1eh in a~~r wq, Ill'. 'Illite 
replied that the Rio Conference had agreed to hold a ••tJ.na on toreigo 
£undo control, Tba conference w:>uld be attended b;y the agency in each 
of the Allerioan go.....,..nte that llu control onr foreign tunde , Omtral 
Panko in aoae ., .... and treaauriea in othera. The Aaeric&C> delapte 
would be Mr. Pl>la:y ot tbe 'l'reuur:y. 

llr. BftU7 tben ra..t troa a C>&ble be had received troa IDndon on tbe 
negotiation• with a.~o. Tba cable aaid that a.~o. ,.... eul:la1tting ite 
caee to the rr.uv..,. through Allport, Allport wu beiDB told that tbe 
81'1tiob 'l'reuur:y .... t ban a ate~t troa tbe otber _n1.., coDCert>&d 
betora the t1na1 clac:l.aion could be reached. Tba cable illpliad that alter 
well a letter had been rec:eincl tbe 81'1t1ab 1Haluey would be a:yapatbetic 
to R.E.o. ' • raquaat. Tbe cable a1ao aaid that tbe 81'1tiab Traanr:r m uld 
like to know wllat tbe other coapenlee aa:r 1n their letter to tbe llnitad 
Statee Traanr:r. Mr. tite aaid that llr. Pettaraon had aakad tor tbe 
letter, but tb&t t wo ot tbe coapenlaa concerned were reluctant to pro'rlda 
1 t, tear1ng that tbe letter aigbt prajuclica tbeir own caee. The 1nduatl')' 
1e to he.,. a aMting nut 1IMlc on the point, ill'o 'lbita aa1cl be told 
Pattaraon tbat he did 110t bali..,. the otbar ooapani• would prajuclica 
their cue b)' pro'rlcling aucb a let ter, e1nca the sroundl upon wbicb the 
induetey•a cu e nate are cl1tterant troa tlltt upon w bicb R. K.o. '• reate. 
lolr-, Bewla:y acraad. llr. tite prolliaad to aencl Jlr, Bftla:y a cow ot the 
lottor when it bad been recoiTad, 

Botora laaY1.ng 11r. BnU, a;pra11ad 1111 aorrow at the death ot 
llr. Fox. 
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THr: UNDr:R sr:CRUAI'tYO~THr: Tl'tr:ABUI'tY 

WAaH I NOTOH 

June 25 , 1942 

TO THE SECRETARY; 

You might be interested in the 
redemption of United Stptes SAvings Bonds 
by eerieR from the beginning of the program 
in March , 1935 . These figures are , of 
course, on a maturity value basis . You 
will note that the Ser ies A-1935. vhich 
has been out now approximately seven years, 
has been redeemed to the extent of about 
27 .b~. or approxi~ately 4~ a yeer on the 
average . A rough estimate was made early 
in the program that approximately 5~ of 
t he issues would be r edeemed by maturity . 
Th i s, of course, was based on a normal 
program and not on Wfl.r enthusiasm. 

/ 
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UIIITED STATES SAVINGS BONDS 

(lllaturi ty Vl'.1ue) 

Figures as of February 28, 19~2 

St-.1es Redemptions Per 
cent 

Ser ies A-1935 $ 272ll $ 75ll 27 .b 

Series B-193b ~93 127 25.8 

Series C-1937 b2b 1~0 22.U 

Serieo C- 1938 721 121 1b .8 

Series D- 1939 1,1~9 132 11.5 

Series D-19~0 1.39~ 103 7.~ 

Series D-19~1 &11 21 3.4 

Series E-19~1 1.&11 26 1.b 

Ser ies E-19~2 90b ll 

$7,7831.! $7~51i 9.b 

ll $15.~75 r edeemed 

I 
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WAlla O&~A ... TM&NT 

WAeM I NOTON 

..ORAIDUII tor Lint ...... t 1. J. Stopbaa•, 
llda to tllo Soorot&rJ ot tllo tre&IUl71 

011 ~. hM :Uri, tllo SoGrot&rJ 

346 

ot tu !re&rclr7 oollod .. w1 tll r.prcl t.o r.porta ot 
Ialii> pne.,.... ealo-nobl p 'bo1zac uod t.o loll 'tar boDda 
...,. I~ t.o tlle ..u.~ - ot tllo ~. 

011 111Mir1•c, I tl.D4 tbat. tM ottaallod 
CoatUaUal r ....._ -. diopot.aiiH t.o all llllito ot 
tllo ~ tllrO'QCI> tllo !4J•t.oot a.a.r.l 1 1 ottiao ca JlaT 
29t1a. 1 "MUOTo tllia w1ll. toke ooro ot tllo 1ihat1ca. 
lt, bow ... or, tba Soor.t&r7 lmon ot aliT apeoitia illoidoat 
ill 'lllllob tllia pol1c7 1a ~illl nol&t.od, bo will b&Yo JOU 
'brine it to -.;r ott.oatioa iotoru.UT, 1 will bon .., •­
ottioi&l illnat.iptica .ado ill order •ot. to diaaloeo t.llo 
........ ot Ia!• w-u .... 

, I 
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CONFIDENTIAL 
'liAR IEPA!ITI£HT 

The Adjutant ~ral'a Office 
Washington 

AO 168 Defense Bonds (5- 25-42)11S- A- ll 

SUB.SCT: Voluntary Purchase of War !lbnds and 
Stamps to be Safeguarded in: t he Arf11// 
of the Urd. ted States. • 

TO: The Comcandl.ng Generals, 

1ll::r 29, 1942. 

AITJIY GroWld Forces; Arf1l/l Air Forces r 
Services of Supply; ~tern, Western, 
and Alaska Defense Celll!l&nds 1 Amiea 1 
Puerto Rican, PanaJIIa canu, and Hawaiian 
Depertcents; AITJIY Cerps; Cerps Areaa; 

The CCD:l&nding Officers, 
All Posts, C&r:>ps, and Stations. 

347 

1. It has come to the attention of the 'liar Department that the 
sale of nr bonds and stamps has been placed on a competitive basis in 
several posts , camps and stations. Such a method of aelli113 bonds and 
stupe is not approved by the War Department, and whore now employed will 
be abandoned • 

2 , It is earnestly desired that all War Departmnt inetallat ions 
lend enthusiastic and continuous support to the ealos of war bonds and 
stsmpe, but that thore be no use of high pressure salosmnship in the 
sale or bonds and stamps to military pereomel. 

) , Tho War Department is confident that tho aoount of war bonds 
and staops 'Ohieh will be purchased b7 cdlita'7 personnel, throUGh strictly 
volunto.r7 aubaeriptiona, will renect great credit on the Ar711 ot the 
Urr1 ted Ste tea . 

8)' order of the Secretary of Wart 

COPIES FUR!liSHED, 
Tho Inspector General; 
Tho Provost l.!arshal Genc:ral; 
Tho Chiots ot Supply Services; 
Tho lll:visiona or tho War Dep<U"t.~>ent 

GeDOral Staff, 

CCilFIIE!I'lllL 

CONFIDEN_T_ I_A_L ____ _ 
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TREASURY DEPAitTMENT 

INTaft OI'I'ICK COMMUNICA'TlON 

348 

,_II, lMI 

ft. iato..atl.oa ,.._ •· -- 11M an arrlftll u ;r.t - .., ""' 

cot 111,. before 7"• 10 "-• l ~ wi~ • · llrol4• acata oD. tu ,..._ 

lllll 11o iato..-4 • Ul&t tlole lllto.-tioD. 11M &lHe4T be-. IO&lled, I'll 

pt it te ,... 3-t u '""eklT .. it -· 1a. 
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TREASURY DEPARTMENT 

INTKIII OI'I'ICK COMMUNICATION 

DAn "- 21, lMI 

ll.tb reteraoe to :row NC(IMR ~ w ,.... ~ 'n.WI'J k'riiiiCI Chll 

11t• to all ot tbe 1luke 1A ~ -v,, pleue lie o4'rieo4 t11at 11U4 •o11all7 

hu &p'lo4 to eupplJ u witb a kit tor eaoh but. fte a-t'aohrero !ran 

C•J>&111 will pro4- a 'bl ._14• tor u -r1ac ~ detello ot - operatioa 

of the pl&a. floeM 4etella will lul.,.. rete,...oe to tbe ,.-.,. ot -

aooollllto llllift baw - 'llro.pt iDto tbe buko o1AM tile iAMptioa ot tile 

proc,... .. llaw req•oto4 ~ -rioaa lubro ,..oooiatloa to dlotri'lolte 

both ot tbeoo 1 toao tor u, topihar w1 tl\ tbalr "'"'' -•·lll'atiou tbat ballta 
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TREASURY DEPARTMENT 

INTII:R OFI'ICII: COMMUNICATION 

Secretarr Korgenthau 

Ferdinend Kuhn, Jr. 

350 -

..,.,. J'lllle 25, 19(2 

I haTe looked carefullJ oTer our radio announce­
menta echeduled for uee between June 28 and JulJ 5th. 
They are tough and hard hitting in all their reference• 
to the war, and there ia not one line of bragging or 
bluffing. 111 the aphasia h on the hard war ahead 
and on the terrific effort that ciTiliana will haTe to 
make on the hoae front. In addition, we are plugging 
hard along two linea: tirat, to get the people to out 
down on their buTing and to put their aoney into War 
Bonda inatead; aecond, to apread the idea of our "1~ Club", 
which ie a way of popularizing and dr ... tizing the need 
tor ten percent eTerf pay day. I haTe the announcement• 
for Ju.ne 28 to Julf 5th in case you would like to aee thea. 

You know, of course, that each of these announcements 
bad been aubaitted to me and •111 had been sent back for 
rewriting before printing. 

.!J. I< . 

j 

,. .. 
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351. 
TREASURY DEPARTMENT 

l~lt OfFI'lCIE COMMUNICATION 

DAT& J~a~e 2S, 1942 

Secrot&ry 1a Pilee. 

Ur. Kuhn. 

Rosarding tho last paragraph of the Secrotary' e telegram, 
a speech to eell bends hu been made at fiVOf7 """tine of the l!bgliob 
war Horoea tour, and in ecce cues, aa 1n Denver, direct selling has 
taken place .-.g the audiences. 

:J. /c . 
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119 QR CO LLEOT liT 

TOWD IEACON NY IIAY 30 42 942 JUN I Mil 9 05 

QRAVEI 00 0ELIVER MONDAY ~UNE 1 Of'riOE IEOY TREASURY 
(MR KUHN) 

s 
u 
l 
y 

T 
f 
l 
f 
G 
R 

1 AM DISAPPOINTED TO L~AIIN THAT llll HOrLICH 11 RIPORT ON CANADA A 
AS NOT BEEN C I ACULATED GENERALLY AMONGST THE HEADS o r TH~ P 

IO US Ill VISIONS o r YOUR STAf'f' I WANT TO OIIAW YOUR PARTICULAR H 
n1·rNTION TO THE INHRYIEW WITH 1111 TURN lULL Of' THE MONTREAL 

ICTORV LOAN CAMPAIGN WHO SAYS QUOTE HE POINTED OUT THAT THE .•!... 
or ALL PUBL ICITY I S TO CLOBE THE SALE AT TH~ Ti llE IN THE •-
or THE SPECTATORS TH£ ON£ I MPORTANT QUESTION WITH RESPECT f 

ALLPUBLIC ITY IS DOES IT S~LL IONDS UNQUOTE A 
WITH THIS IN IIIND I 0£f'INITELY WANT A SHORT SPEECH TO SILL S 

~NOS AT EACH IIEETIHC Of' ENGLISH AV IATORS COPY Of' THIS TELEQRAII 
PETER ODEGARD f'IROINANO KUHN AND IIRS KLOTZ 

H£NRY IIOAQENTHAU ~~~ 

823A 

T 
E 
l 
E 
G 
R 
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TO 

.. o .. 

TREASURY DEPARTMENT 

INTII:It OFI'lCII: COMMUNICATION 

Secretary Morgenthau 

Mr . Schwarz~ 

353 

o•.. June 25, 1942. 

Cleveland's bomber fund was launched more than 
three months ago by the Cleveland News after a number 
of citizens wrote letters to the edi tor asking for it. 
The immediate response was so tremendous that the 
editor~ ?f the ~ews decided to turn the program over 
to a C1v1c C~ttee so that the entire community could 
carry on the campaign as a Greater Cleveland community 
project . 

The fund total yesterday noon was $296,769.56, to 
which was being added the proceeds of a fund-closing 
boxing show staged in Cleveland Stadium Tu~sday night. 

Shortly after the bomber campaign opened the 
Cleveland public schools staged a patriot1c program in 
every school in the city. Children on that day contri­
buted wi thout solicitation more than $19,400 to the 
bomber fund , Suburban, parochial and other schools have 
brought the school total to more than $25,000. Thousands 
of men and women working on war orders in Cleveland 
industrial plants have cont ributed a half or full day's 
pay to the fund, many through their unions, others through 
plant-wide programs . In all cases the programs were 
organized and carried on by the organization or plant. 
Individual contributions have ranged up to $4,000. There 
were several !or $1 000 each. Union painters worked a 
day !or the bomber ~nd contr ibuted $22,640. Cleveland 
Graphite Bronze Company employes sent in more than 
$10,000. Bedr idden children in a city-operated 
tuberculosis cottage contributed $10. Mayor Frank J. 
Lausche of Cleveland is General Chairman of the fund. 
Mat thew J . Fleming, President of the Federal Reserve 
Bank of Cleveland, i s t reasurer. 

-oOo-
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hiM a, 1841 

To the Pre•14ente of Iatoraatloaal Ualou, 
State Pe4eratlonl of LaMr allll Clt1 Central Joale1 
of t be AMrloaa r•rauo~ of L.llora 

On Waebla&toa'• 11.....,, 1841, the -.4orelca-A, lD a 
Joi nt ra4lo llroa4ooot, a•-n•'l4 the 0.. Bllllon Dollar War 
&CIJIIl plMgl Of \bo .U.rlou JotoratlOD Of Labor wlllob 11U 

reoogil1at4 t hrouchon tho -trr ae an .. ht;;Jllll f11t11r0 
ot t he UD1tl4 Statu !roa111Pf'• ...,. Sa'flDC• procraa allll 11 

t he largut alaclo ploAco of lh k1Dl onr 11114ertaba ~ a 
group of olt1aou. 

In 4•••lopllc lt1 ...,.len to ..to &ol4 thl• patr1otlo 
pll4ge, the AMrlou r•rauoa of Labor baa plaoM at tba 
alapo1al of tho 'rhu1117 Dopart.at all of lh - orpalaor 
peraoaaol allll a1 ..-, a1 po11l ble of the oraaala•r• ..,10114 
b7 lh atf11Lato4 ulou. Ullllor the t••ral Ureotlon of 
Prank P. r .. ton, Dlrootor of O.aulao lon ot the Alllrleu 
Ftdtratlon of Labor, aM J ... , t. llo~&&btellng, Dlnotor of 
the llatloaal O.palatlou D1Y111n of the war Sul,• Staff, 
the oonntrr Ml Mea tbll .. lato fov 4btrleh -- bo Worth 
Atlantlo Stat••L tbo S..tbora Stoto1, tbo Vlidle W11tora 
Statu ... tbo ,.., ... tera Statu - allll tbo n•poulbilllf 
for orpal&llc •• lllvlat llu •a a111po4 to a .U.r 
of t bo Wu S.Ybal Staff of tM ,.,..,lllf allll a le&loJMl 
repra•ntatbo el Uae AMrl~a~~ Po4oraUon of Labor. 

In tbo lo~ Atlaatlo Statu tbo war S.Ylaga Staff 11 
rtprneDto4 lr OUMrt I . !fJa\t allll tbo Pe4entloa bT le&loaal 
RepreaoataUn J.U J • ........,, la tbo So•tbo,. State•. J••• r. 
Barrett of tbo .., S.Ylac• Staff allll lel l0111l lepruoatatho 
George L. OoOfll la Uae ll441e Wo•tora tatoa, l t.lr O..oll 
of t he war SaYbp ftalf allll lt&lOIIIllo,..IIDtatln lla1'11 I. 
0'RilllJI an4 la tbo ru We1tora ~tato1, Charlel P. We1t, Jr., 

, . .. 
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. 
o! the War Snl~~&• Staff ... leclH&l lepHaeatatln 
n.Dltl f. Flaupa. leaaH. Poatoa, ..,., =c• O'lelllJ 
allll Plaupll ha.,. 'beoll -n la •• 'Nla\oer •• of tho 
TrtUW'J Dtparbloat atatt. tho •• -a abon IH 1a tho 
aldat of all latouha propsa of •'blllllll all anlla'blt 
orfaDlnu, HpHMatatlna ... looal u l oa ottlaoH attll-
1• td wltb tU AMrloa Po4oratloa tf Labor. rua b tor 
the purpoaa of belpla« a111.1. of L looal lllllou to rouh 
t'bl twlD o'bjaotlna ol tH., S.•lac• propu of tbe !reaa1117: 
pertlolpatloll 'r at l ... t • of all -""• ..a allot..eata 
anncl lll at l1Ut 10.1 of all 1111 nllt. 

l'a ~ tbat 1 ....... of AMrlou r.aaratlea of lAbor 
bodlu ... al...., .... la tllh cr-t pab1ot1o wartalriJII. 
lfaq 1.r. of L orp•'•tlftl IH npop\1111 tbat 1~ at tbelr 
... ,. IH 'b~bl .... Bolllla qat-\loalli IIIIi UlJC at lMit 
lO:S of tbllr Mnl1111 tor tlt.la pvpoaa. '!tlb b OM of tbe 
aurut _,, lll nloh 70• aa luuo tbe htaH woltaH of 7ov 
•ahara, MMat tlao Uaco• of nlDOU latlotloll, aaa a'bo'fl all, 
bdp to Will tho •r ... protoot tha htva of llaMa freoa ... 

Ia .ultl011. to wllat 70u an alHad¥ dolag, n ulr that 
1011 get lato to.U with tho •• ....a 1ft the earlier part of 
thb lottor ... tMt 7n lollll thea tile aanlou of 70V pala 
allll 'fOlatoar orpalson tor tM• cHat progH•· 

foPJ ooriiall7 TOVI, 

Soonb'f of t~ TH•IVT 

Proa14oat, !Mrloaa reaaratlon of lAbor 

FK/cgk 
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TREASURY DEPARTMENT 

WA8HINQTON 

To the President• or IntematiDnal Unl.ona, 
Stoto Fedora tiona or Labor &n1 City C4ntral Bod1oo 
ot the' ,Allllrioon Federation ot Labor a 

356 

On Wuhln&tan' • Birt~, 1942, the WldAordcned, 1n a joint rodio 
broadcut, annoUN>od the One B1lllon Dollar 'lor Bond pled&• of the ........-tcan 
Fodaration of Labor, wbicb wu recognioed throuahout t!Mo country ao an out.­
•tardini f eature ot t.be United statu treUII.I'J'• War Sarlni • Prograa aal ao 
the largest sl..nala pled&• ot ite ldJld oftr undartakan by a group of citioana. 

In devalopl.ni ito c"'"P"1sn to uke good t hio patr1Dt1c pledge, t he 
.ll:lerican Federation ot Labor b.ao placed at the diopoaal ot the treaaury Ill­
partment all ot ita own or ganisar poroomol and u maey ao poooible or t he 
organizers employed b)' ito artUiated llniona. Under the general direction 
of Frank P. Fenton, 01roctor ot Organisation or the Alltrioan Federation ot 
Labor, and J-• L. lloughteling, Director or the National Organioationa Divi­
aion of the Tlar Savings Stat!, t he country hal been divided into four diotrlcte 
-- the North Atlantic Statal 1 the Southern States , tho lliddle l'lostem Stateo 
and tho Far Western stateo - and the reopono1b1Uty tor organicing each dis­
trict baa been aaaignod to a lldber or the War Sarlngo Stat! or t~ Treuury 
and a !lA!gional Roproaentativo or the .AJDorican Federation of Labor .lf ln the 
North AUantio Statio the War Savings Start 1o repraoanted b)' Gilbert I. Hyatt 
and the Federation b7 S.Cional Repreoantative John J. IIUrph)'; 1n the Southern 
States, J-• F. Barrett or the war savings Start end R.~ional Representative 
Goorgo L. Googe; in tM lliddla Weatern State a, Slmtr Dow.ll ot the War SaYin&• 
St.att and Regional Repreoantetivo Harry B. 0'Reill71 aal in the Far 'lleatern 
Stotea, Charlaa F. Weot, Jr. of the 1Jar Savinl8 IJ\att aod R111nnal Reprellln­
tativo Denial v. neacm. 1'-oara. h ntan , ~. Oooce, O•Re1117 az>d 
Flanagan heve bean oworn in aa volunteer .-bera ot the Troaaury l)opart-'t 
sta!r. Tho •n DUOcl above an in the lll.dot of an 1ntana1vo prograa ot 
1110bU1sina all available organiaero, ropreaontativoa md local union officara 
affiliated w1 th the '-eric on hderat1on or Labor. Tbia i a t or the purpooa 
or helping Ill A. p. of L. local llniona to reach tbe twin objectivea of the 
\'far Savinga Prosr111 of t!Mo Troaourya participation by at l out 90il of all 
""lnbora, and allot•nte averaaina at least 10% of all pq rolla • 

• .. 
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11e lmow that Leaders of .berican I'Wderat1.on of Labor bodies are 
woady deep 1n this great patriotic W>dertakin& . liMy A. F. of L. organi­
:atiolltl are reporting that l~ of their 1011ars are b¢ng 11ar Bond$ system­
atically and using at least 10% ot their earnings tor this purpose. This is 
one ot the eureat ways 1n which ycu can 1neur. the tuture welfare or your 
;nember&, combat the dange r ot ruinous inflation, and above all, help to w1n 
the war and protect the future Of d Iff.,' $ II t I jEt! t .... • .,. ~.,.. . 

In loddition to what :you are alr.~ doin&, ... ask that ycu get into 
touch with the man n&DO<l 1n the earlier part of this letter and that ycu :W.O.(. h I( 
tbe:a the eervicea of your paid and Tolunteor oraanbara for thia great prograa • 

• Very cordial~ yours, 

Henry Korgenthau, J r. 
Secretary or the Treaaury 

ll.lliam areen 
Preeident, American Federation of Labor 

, . .. 
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TREASURY DEPARTMENT 

INTWR OI'I'ICI: COMMUNICATION 

DAU JU11e 251 1942 

lire. Wci!UBh 

Ur. Kuhn 

The tour ne,.r eelo were nown to EneJ.,and by the 
Britbl\ Embaeey. One went to t.<•• KinB and Queen, two 
tor the Chief or the Air Stat!, an.d cno !or the Uinietl')' 
ot Into.-t10l'l. The Brlti.sb 1n Waehln&ton hue cabled 
the Winietl')' o! Information aeking that the Britieh W&r 
SaYings authorities be ilrrited ~o eee the newereel. 

• 
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IUu lelehera 

At the Group )("tlDg Oil llolld., the Seoret&J'7 aaked 

Mr. lulul to let hla know to whoa the tour reelt of 

aoYiee of the Britl1h War Heroe1 were di•trlbuted. 

!he1e were the reela whioh .. re giYen to Lord Halltaz. 

Could rou let •• know whether llr. lulul hu reported 

to the Seoret&J'7 on thla? 

fbanb. 

li&J'I. lloluch 

360 
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J\Dle 22, 19~ 

FOLLOW-UP FOR THE SECRETARY: 

Ia the attached memo on the distribution of the 

copies of the movies of the War Heroes finished? 

361 
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June 19, 1~2 

Four extra prinu, aldng a tota:j. o! !he of the nenr"l ebota o! 

the ar Heroea, ha.,. juat arriftd in ., o!tice . I u turning thea onr 

to llr. Kuhn tor d1etribllt1cn to tha proper people, 
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'1'14 Oeabla aa4 rm1PII4 blua 

Stor.tar,r Morsan,hau 

hQU• 
1942. 

lllld happea.t \o ~· oopha ot '" -.1u ot 

tha War hero .. 'ha' I wu w at114 \o lllclaa4. alao tlla 

latter 1 ,... 'o wr1te to •11• UAc aoo1111P&Jl71DC lhoaa D­
nala> 

, . ... 
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C6NFIQfiJiAI 

Ulll TJ!D StJ.TIS UVIIIOS :SOliDS - !O'r!L 

Co-rholl of Juno oaloo 'o clah wHh oaloo 4v.r1oc tho 
oaao lluabor of \nu1Dooo .S.,.o 1n .t.prU all4 11q 19112 

( J.' iuuo price in thouean4o of 4ollaro) 

Date 
JIUIO 

Juno 19112 
1 
1 

' 5 
6 

a 
9 

10 
11 
11 
13 
15 
16 
17 
lS 
19 
20 

22 

~~ 

$ 29.539 • 29.~ $ 19,981 • 24,980 1117.~ 
1~.903 4'}, 39.430 115.9~3 115.2 
21,&o4 1>7.046 72,0l!s 1>4,1 7 93 .1 
31,162 98, 208 SS, f>05 82,937 uo.a 
34,1~ 132. 341 122, 575 111, 289 108.0 
21, 7 154,085 157,866 129,786 97·6 
38, 574 192, 659 181, 1131 14g,4o9 lo6.2 
1},863 206, 523 201, 464 168,28~ 102.5 
30,029 236. 552 2~ , 801 185,90 101.6 
23 , 220 259,772 2 • 756 19&,667 105·3 
21,~52 281,724 271, 525 229 ,895 103.8 
21 , 39 303.163 29&,152 2112,969 102. 11 

31,235 3~·~8 }17,861 257,280 105.2 
11,099 3 • 7 337.371 279 .m 102. 11 
23,285 368.782 371.066 295. 99 .4 
18,587 ~87.36~ 385,098 }09, 780 100.6 
27,435 111,80 409,987 }}9,594 101.2 
111,354 42g,l58 439.987 353.636 97-5 

39. 655 468,812 466,171 374,)91 100.6 
16, 526 485,~8 485,109 ~94, 628 100.0 
25,108 510, 6 518,829 16,474 98 .4 

All f1curoo are dopoo1t o vHh tho troaouror of tho lJo.Hod Sta tu on 
account of proooedo of oaloo of Uo.itod Statoa oa•io.co bonda. 
J'icuroa ha• o boo" r oUDdod to u aroot tbouean4 ad will o.ot o.ecouar11T 
add t o totala. 

( 

, ... 
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1111!11) SfiDS SAVIJGS JlOII)S - IIIID I 

OomparioOII of Ju~~e 1&111 to dati vl\h oaleo durl1141 the 
oaae 11Wiber of bWii lllll do,ro 111 .q>rll ud 11o,r 19~ 

(At ioouo price 111 thouoan4o of 4o11aro ) 

June 

CONFIDENTIAL 
365 

( 
I 

Juno 19~ 
, .. 

1 • 19, 834 • 19,24 • 12,679 • 12,993 156.~ 
2 8,008 27, 1 24 ,263 24,256 114.7 

~ 12,970 llo,8ll 46,~ ~5,050 117.7 
17,3118 58,199 55. 7, 119 1o4.9 

5 24,789 82,988 7J,824 65,115 112. 11 
6 15,209 98, 197 97.o49 73.795 101,2 

8 27 ,0118 125, 245 114, 218 85, 714 109.7 
9 8,912 1}4,1aJ 128, 670 97.925 1o4.} 

10 20 ,085 154, 2 151,9~ lOS , 707 101.5 
11 15,678 169 ,~20 161,3 116,081 105·3 
12 16,550 186, 70 177,1a3 1~,272 105.} 
l} 15,230 201,700 194,0 7 1 .937 10}.9 

15 23.984 225, 684 208,9~ 154, 623 108.0 
16 7.535 2~,218 223,2 168,103 104. 5 
17 15,815 2 ,033 247,532 178,870 100. 6 
lS 12, 288 261, 321 257.3711 189,1~ 101o5 
19 19,1121 280,~ 271,079 207,7 10}. 6 
2() 10,987 291,729 290.1185 217,1o4 100.11 
22 29,}86 321,1111 }09, 584 229, 1llo 10}.7 

~~ 10,692 }}1,806 }2},~ 241, 644 102. 5 
15,866 3117,673 }47,119 256.o76 100.1 

All f1ruroo aro 4epooito vtth the Tr eaourer of the United Stateo 011 
acoount of prooee4o of ealeo of Ull1t e4 Stateo oaYinco bolldo . 
F!turoo haYe beon rounded to 11oareot tbouoand &114 v111 not neceooaril7 
&44 tc totalo, 
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Dah 

JllliO 19112 
1 
2 

~ 
5 
6 
8 
9 

10 
11 
12 
13 
15 
16 
17 
18 
19 
20 
22 

~l 

IJIIITID SU'l'KS 54VIIOS BOIDI • IIIIIIS J' .U:D G COIIBIDD 

Co..parhon ot Juno aalu to 4ato with oaloo 41l1'1Dc the 
'""' nwoll or ot bulinou 4a,ro In .A,pr11 o.nd ~ 1942 

(At loouo price i n tbouoo.ndo ot do1laro ) 

Juno 

$ 9.105 • 9. 705 • 7.}02 • 11,987 
1.~ 17, 6C)l 15,11>8 21,&77 
8,& 26, 235 25. 51& 29.097 

13, 774 llo,009 ~3,145 ~,818 
9.3114 ll9 .353 8,751 ,174 
6.535 55,888 6o,817 55.991 

11, 526 67,414 67,21~ 63,695 
4,9~ 72.366 72,~ 70.364 
9.9 82,310 80,8 17.197 
7.~ 89,852 8~, 410 80,586 
5. 2 95,254 9 .391 91,623 
&,210 101.464 102,1o6 96,031 

7.251 108,715 108,923 102,657 
3.~4 112, 279 114,1~ 111,829 
7. 70 119, 71l9 12J,53 116,374 
6,~ 126, o48 127.724 120, 625 
8,01 134,o62 1~,908 1Jl,852 
3.367 137. 429 1 .502 136.532 

10,2~ 147,698 156, 587 145,250 
5,8~ 153. 532 161,4o4 152,983 
9,2 162, 774 171.335 16o,J98 

1J2.~ 
116.0 
102.8 
120.7 
101.2 
91 -9 

100 .~ 
99· 

101. 8 
105. 2 
100., 
99· 
99.8 
98.4 
96-9 
98·7 
96-5 
91.9 
94·3 
95·1 
95.0 

All tlcureo are dopoolto vith tho Troaouror ot tho Unltoll State• on 
account ot proooodo ot oaleo ot UDitod State• oaYinco bondo. 
Plsureo ha•o boon roundod to noareot tbou.and and vlll not noceooarilT 
odd to totalo. 
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TREASURY DEPARTMENT 
WASHINGTON 

m a uxn'(J)( tor the Seoretarr: 

ietereue h .U.. to the pl&ll whioh haa tor ita 
object the ooll .. tlon ot a pGrt1on ot the illoou tu at 
the 10111'00. 1 oerta11 plu...hu b .. n 'llllder Uaouuion tor 
aou tw and . thh llliJ!eav. haa aulal.tted oo.enh ill rtg&l'd 
to ita teaaibility and hae pref.-:e~an eatiute of the 
ad•lnl •tratiYe oo1t1. !he eat ted oo1t i1 ~re than 
$U,OOO,OOO tor thl fil'lt tull year, !lda Bureau h11 
pouted out the M11J e011ple:dt1u illYolnd ill theJl&ll 
llll the ditthilliu that will ~e ....... tered aho a the 
plan 'be enaote4 illto a.. 

It wu ol11ened ill the IIIOniJI&..paper of Saturdly, 
June 20th, that Tre&l11.1'7 repreaentatiYel had, on Frid&T, 
June 19th, prueate4 to the W&T• and lfeana C.-itt .. ot 
the HoUle of Reprueatathu a reYidon ot the pnYiou 
pl an whioh tor the tirat bro yeua 1r0uld be tar ~re ooa­
plu than ~ hlretotore dhoueed. rue r .. --" 
ohange 1.a the w1thholcl1a.l: pl&ll .... u a dhtlaot eurprhe 
to t6. B1U'e&u of Iaternal ReYenue a1 the propoael reYleioa 
had aot 'bean dl1e1111ed with repreaentatiYel of thla ottioe 
and we had aot 'be .. . gl.Yan an opportunity to expreu an 
opWon ooaoeniDg. the tuei'blllty ot the plan. 'l'he pur­
poae of tha f!;po11l raYiliOll 11 to preY&Dt extre.. hud-
ahlpl 'beiDg o1ed apoa .-ployeea, 1tookholdera and bond-
holder• d1U'~ the t ti1t you the wlthboldi, plan h ill 
operatioa. !lie .. thoi.l 'by11h1Cih thie object n would be 
aooo.pllihel, howenr, would illpo10 har4ah1p• upon the 
-.plo7er• and ..plor••• ot thl oountr,r, aa well •• the 
Bureau of Iaten.i.l Renno, 'lh!Cih would be well-lligh luur­
IIOuntable, 

Brie!b 1.. the reYi11d f!h!l r•Yidu thet lurbc tkt 
feu 1M3, lv,. ahall 'be wi: tl .tr.oa~•aluha and RC" 
and trCIII llollll latuut alii tiYidua.. !he t&J:P&Ttr woulcl 
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be pe~itted to oredit againat hi• K&roh 15, 1~48, in•tall­
aeDt of 1~(2 tu11 half of the •omh withheld at the 
source duri.Dg Jmu1'7 md Feb!'U&rJ, 19U. .lcal.lllt hil 
J1111e 15 i111taU.mt, half of the uomh withheld dviq 
lluch, .lpril md )(q UJ be credited. .lnin•t hit Stpteaber 
15 wtallaeat, hall of the •omtl withlield during Jae, 
Jul7 and .lugu1t, 1~48, UJ be credited, Lik .. ile, halt 
ot the ~aounte withhel~ during Sept~aber, Ootober md 
Nonaber, 1948, aq be credited againet the taxpqer'• 
Dec.-bn 15, 19&8, inetall.ullt. !he reuh1Dg one-halt 
ot the •ouah withheld duri.Dg the .olltha froa JmuUJ 
through lfoT•ber, 194.8, plu all ot the ao111lt withheU 
dlll'ing Dtce11ber, 1948, would be credited againtt the ta:r­
pqer'a liabilitJ for 1948 paJable in Karch, 1~44. 

The rni11d withholding plan oontt~~platn that the 
~~~ploJerl or other withholdhg agent• will gin nceipta 
to the indiTidual inco.e tupqer• in-.olnd conring the 
&aOWlta withheld. The receipt• wi th reepect to credita to 
be taken in 1948 ue prn1111ed to acCOIIp&IJ1 the tu return 
tiled in K&roh, 1948, and the tax billa which will be re­
turned to the Collector in connection with the aubaequent 
inatallaent p&Jaantt. Upon the baaia ot thaae receipta, 
the Collector would appuentl7 be required to poat credit• 
in the aco01mh of the indiTidual1. Ill order to protect 
the reTenuea of the GoTtruamt, Collectors, at the present 
time, aq take credit in their internal rennue acccunta aa 
the reault of pqaenta u.de bJ taxpqera oul.T to the utent 
ot the aaoaata diacloaed on certificate• of der.ait i a1utd 
bT the Federal Rt"n' Bub or national bank epoaitorlea. 
If Collector• ue authorised to giTe taxp&Jera credit on 
the bade of receipt. iantd bJ third putin, thb would 
heTe the effect of .ateriallJ weakening the accounting •Jatea 
which haa been proTed oTer maD1 Jeua. !he duplicate poating• 
!aPoaed upon Collector• would add .ateriallJ to the work. 
!ht aaounh of all tax aaau .. enh are cbal'Ced ia the rnmu 
accounta of the Colleotora and thoae official• are reaponeible 
under their bond• to the United State• of jaerioa for the 
chargee u.de againat th... Ill order to giTt Collector• 
credit for noh unorthodox entrl•• aa would be naoeaa&rJ 
under the propo••d plan, it would be neo•••arr to arrange 
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with the Gtanal iooouat~ otfioe to aooept uhed'lllea 
prepared oa the baaia of tae raoeipta in lieu of oertifi­
oatel of depoait iaaued ~ depoaitor,r banta. There are 
manr other aeriou1 accounting probl.., ae well a1 eppor­
tunltie• for diahoneet praotioea both on the part of the 
ta:rpqera and Bureau llq)l07e11. 

"'% 
It ee.., appropriate at thia juncture to coa1ider 

1oae of the di.ffioul tiee that will be e:rperhnoed b7 -
plo7er1. It hu b11n aetioned her1inbelore that the plaa 
oontnplat11 the iadirlduala will aulait with their returu 
or bil l• the receipts t o erldenoe withholding applicable 
to 1942 tax liabilities diacloaed on the re turn• filed in 
1943. It ehould be aeationed at thh point that 11hea credit 
11 take for 50% of the eounta w1 thheld in the 1943 return 
f iled in 1944 additional receipt• will be neceuar,r. Thue, 
if an .. plo7er P"7• hie e.plo7ee1 on a week17 baei1, it 
would be neoee1ar7 for him to giTe them two receipts each 
PaT da7, or 104 recei pt • 7earl7. It would be neceeear.y 
for the emplofeee to preeerTe one-half of the receipt• 
until the return ia filed the following 7ear and submit 
them therewith. Thh •terial17 inoreaeee the hea17 burden 
on emplofePe oTer that iapoeed b7 the original withholding 
plan in that eTer7 aaplo7er auet, under the propo1ed new 
plan, giTt two receipts each pa7 a..,, while under the 
original ilaa •plo7era of tight or aore were required to 
giTe rece pt1 onlf once annuall7 and •plo7er• of fewer 
than tight were required to gin oal7 one receipt each PI.T 
period. · 

In regard to the burdan that would be placed upon ea­
ploTeee, it aa7 be 1tated that if a recei pt i• loet, de1-
t ro7ed or etolen, it would be incumbent upon the Collector 
to di1allow the credit tor the .. ount of the ai11ing receipt 
when claiaed b7 the ta:rp..,er tither in hie return or in hh 
quarterl7 bill. In the eTent 800 .tllion reoeipte are ieeued 
in duplicate 7earlr, or 1, 800,000, 000 doouaentt, it ie an­
t icipated there will be D&Df receipt• lost b7 the indiTidual 
ta:rpqere and whan the indiTidualt find that the7 cannot re­
ceiTe the credit t o which the7 art entitled, nuaeroue coa­
plainh will be aade against the TreuUP7 Departaant. In 
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order to r .. .a, theae eitaatioae, it will \e aeoeaaar,r to 
await the filb« of the aplo;rera• Wor.ati011. retvU a114 
naption oert1lioat01 at the aa of the :r•u or to uJte 
tpeolel lanatiptioae 4'11Plq the oov11 at the 71&1' at 
the •plo;rerl' plao01 of 'buineaa. It the •plo:rn, 1a 
the •antllle, hu 41uont1Duecl bulnen and left no re-aa 
anilable (ae eo often happae) the aplo;reoa will b4l plao.a 
in the poaitlon of haTing to ub iuplloate pa7J1enh of that 
portion of theil' tu llabilit:r llhioh o&DDot b4l 111pporttd '117 
receiph. 

It b po11iUe there aT be appriziutel:r three allliou 
emplo;rere a!fect.a. 1laQ' of the11 wi thholcllnc aceutt ue 
illiterate and diffiealtlee will be erperiaoed 1u t.preaaiDg 
upon th .. the 11&111 lnbioaolea of the plan. It aq be nicl 
that an eduoatioul Pl'Ofaa will be apll to reline thil 
diffioult:r but it lhoul 'bl bone 1D lliDd that thb putiou-
1u plan b ODl.f 1D efteot dving a llaited trauitor:r period 
beglnnhg Jc1W'7 1, 1i43, and t!iare will be little, if •7• 
ti.ae for an eduoatioul progr... It b lil:ewi11 ponible 
that ae MJif ae twab' allllon worker• aq be atfeotecl. Jla!l7 
ot the workea ue Ulltentt and it 1a prediottd that it will 
be illpouibll to blpreaa upou th .. the neceui~ for hn1Dc 
two reoeipta oonrluc eaah PIT period. llau:r of th .. will not 
reallae the lllportauoe of preaeniDg the reoeiph for -u:r 
aoutha to ocae. Jl.u7 will not uuderat&Dd 1lh7 the 24 reoeipta 
reoeind by th .. avlDC the IIOntha of Januar:r. Febru&J7 ana 
Jlal'oh, 19.S, will be uaecl 1D thia faahiou: Of the eipt re­
oeipta reoei nd 1D Januar:r, four will be uted in Jlal'oh, 1~8, 
and four will be uecl 1D JWoah, 19U. Of the light reolipta 
r eceina 1D Febrlllll71 tov wlll be utecl in Jlal'ah, 1943, aud 
four 1D JWooh, 19«. !he ocaplloatiou will ooae 1D •ki•c 
the .aplo;reea uacleratucl that of the eight reoeipta reoeincl 
in Jlal'oh, lNS, four will be ueea. in J111le, li43, ud the re­
maining four 1u JWooh, li.,., 'fhh •- dittioult:r npeate 
ltult eaoh qU&l'tiF'IurlDC liU • 

.la an eTicleuoe of the iiftioalt:r with alah the tu­
PITiuc aplt;rtl will \e eoutroatecl, referaoe h .ale te 
the note oa Pill 8 of the etat .. at n\alttea '117 the 'fu 
.lclrleor to the S.oret&J7 1a a i oh it ia ladioated that 
"a probl• would arhe for peraona reoe1Y1Dc inooae lloth 
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froa 1ouroe1 nbjeot to the wi thholdilltc and fr~ 10v 011 
not 1ubject to withholding.• The 10lution giYen to thil 
probl .. in the eaae puagraph h that •the tu:pqu o011l.d 
be required to PIT 1n oalh 1n Karch, 1944, twice the dif­
ference between S peroent of eurtax net incoae and the 
credit for taxe1 actually withheld at aource plue 11• of 
the balance of hi• tax llabilitiee.• If thie i1 to be a 
requir•ent of the lair, it will 11riouel71nterfere with 
the objeothee of the TreaeUJ7 Dtputaent in ita endeaYOI' 
to proTide a eiaplitied tax Petul'n fOI'a, 

The fol'egoing objection• al'e l'elpecttull7 1ubaitttd 
a!tu a Ttl'f haetr 1tud7 of the propo11d l'eTilld w1. thhold· 
ing plan. Ti.u do11 not pel'ai t a aon detdltd •tucl7 and 
recital of the UJ11 additional ditfhultiu eich would be 
encountered, not onl7 fr~ an accounting and adminiatratln 
Tinpoint bnt froa the rtewpoint of the ditfioultie1 with 
which the •plo7e1'1 and eaplo7e11 of thh oountey will be 
confpon ted. 

Thh office Tina with gPan appnheneion the afftot 
on the collection aaohine1'7 it the propoeed l'eTiaed with­
holding plan ia enacted into law. 

Thie office fullJ appl'eoiatee the need of easing th• 
impact of withhold~in 19'3 in which 7111' retune auat 
be filed undel' the h er nte eti'Uoture. It il nggeated 
ae en altei'Uatin to e plan dhouued that the rate of 
withholding fop 19'3 be at S% inetead of lO:C Iince it 
appeue that the r11ult eovght Jrill be in that UDDer ob­
tained without the lll'iout ditficultiea that 11111t othei'Wi11 
be enoountued. 

~fi{L c~uionel'o ~ 
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DPr' r Henry: 

THI: WHIT E HCUS!: 

WASMINCJTON 

New York, N.Y. 
June 24, 1942 

374 

The enclosed was l eft v•ith me today 
by Dorothy KPnyon , a l awyer ore 11 kno•m amor,~p; 
10:uen , ~nd Roe~ SchnPiderman , of the Wornen e 
i'r~ne t:nion League . 

They are orimerily i nt•rested 1n 
th• cf~ect IYhi ch t he Jo i nt income tax "111 
>·ve on mort•ied neople with s mall incomes. 
~15! Kenyon ~ould like to come dorn an~ talk 
~ the oerson 1n the Tre~sury who has had 
chl'rre of the 'fThole t'line; . I f you can 
~nvince her, eh~ w1ll he able to helo in 
conv 1nc1nf' m~ny r'omen 1 p organize t i ona . 

I mus t s~y t~Pt t h i s l ist se•me 
~ indio~ t e t hat people with low ineomee 
suffer by entering into an obl igatory Joint 
lncor.IP tnx return . She feels t here 18 
not~inr~ r,e 1nell beoe.ueA t hey ca n file Joint 
returns undPr the orPst'nt l aw if t hey v•1eh 
to do eo . 

Affecti onately, 

.~ 
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Dear Mrs. Xlotz: 

I forgot to encl ose this in a 

.,hioh lire. Roosevelt wrote to 

SecrP t~ry Alorgen thau . !.Irs. Roosevel t 

r.Tote to the Seor Ptary about Dorothy 

X~nyon, Rose Schneiderman and t he joint 

ta:x .. 

Please apologi~~ to the Secretary 

tor my inefficiency ! 

Very cordially yours, 
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(1) 

(2) 

(3) 

(4) 

(5) 

H. Ingpgt B, '!II 

$1,200. \ $99. $1,200. 

3,600. 665. -1,200. 

6,ooo. 1~79. 1, 800. 

376 

-
$99. l~ t 

99. HI. 

219. l(f! 

$2,400. 

4,800. 

7,800. 

$219. 

833. 

1,769 

4,000. 7'17. 2,500. 381. 1\!"( 6,500. 1, 348. 

12, 000. 359&. 1,300. 118. )111 13, 300. 3_.891. 

r ,_ ... ~-r-n ~.,-yo~ 

Note: The percentage or penalty tax varies and may bear quite heavily on the 
wite. For examp1e1 in case (5) above the penalty tax on the Joint Return 
ia only 4.~J but the penalty tax on the wire is 15 . 9%, whereas, it is 
only 4.5~ on the huaband. 

1 ' I 

I 

-

- .. 
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(1) 

(2) 

(3) 

(4) 

(5) 

376 

meet of W.ndato!'J Jo1Dt a.tum -
lMI ho011e !ax of k rr1ed hraou 
haY1q 1Da011e1 •• DOted. DO 4epa4eta, 
uatnc the peraOII&l. u:apttou 1.114 ratea 
prepoae4 b7 the lecret&!'J of !reaaurr. 
an4 wttbout claJwt ng an;r 4e4uct1ou. 

, • a • 

H. Ipqqat I. zu 
~· .. 0.' 

I . lppQM J , %R let.J J . R. Ipg•• 

"~ 
:!"~. ,.'1 

J . R 1 tu \M,., -
$1,200. \ $99. .1.200. t99. 11f t2, 400. 

3,800. 685. - 1,20Q. 99. 11.1. 4,800. 833. 

8,000. 1~'7i. ~.soo. 219. ~(fl 7,800. 1,789 

4,000. "'"· 2.500. 381. nd 8,500. 

12,000. ZS98. 1.800 .. .. 118. 3?11 13,800. 

J r"l- ............ .:;- . .. ' • 0 

Note! The percentage of penalty tax varies and may bear quite heavilT on the 
wife. ~or example, in case (5) above the penalty tax on the 3o1nt Return 
11 only 4.~J but the penalty tax on the wife 11 15.~, whereas, it 11 
only 4.5. on the huaband. 

1 

I -

.. - .... 
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seoret&rJ lforsmtbaa 

Mr. White 

&xoeaa1Ye Depert.ent Store IDYentoriea 

I belieYe aOIIUtthi.Dg ought to be done to rorce a gradual re­
duction in ret.Uatore inYentoriea and thereb,- help relie•e the 
upward preeaure on pricea, The 'l'reaaul'T Departaoent 1a not, or 
courae, the appr opriate agmc,- to carr,- out auob a progr• wt 
,-ou m1sbt wiab to b&Ye Mr. Baaa a tud7 the -tter t'urther md 
then 1t warreu ted raiee the queat1011 with Bender eon, llelaon aa1 
Eccles. ' 

Tbe Yalue or depertaent a tore in.,.ntol'iea baa grown en01'110UalJ' 
during the paat ,-ear, On lfa7 ,1, 1942, !lew York City department 
atorea held inYentoriea 86 percent larger than a ,-ear ago. Por 
the countr7 u a whole, depertaen t atore innntor1ea on April ,0, 
1942 were 57 percent b1sber than a ,-ear ago , While part or thia 
increase in the YalUe or department etore inYentoriea reflecta 
higher prioea, the greater part 1a ailllply an accumulation or larger 
ph7aical atocka or goode. 

'lhe rapid srowth or department a tore in•antoriu began in 
J\lne , 1941 and bu bean eapeciall7 ~ked aince ol'IIIIU&rJ', 1942, 
The principal reaaona r or the accu.ulation of exceaa1Ye inYentoriea 
were the anticipation tbat pricea would riae, that ditticul.t1ea 
wwld be enccnmtered in acquiring w.ppliea , and that aalea 
continue to increaae, 

In the r1rat raazo aontba or tb1a ,-ear , department a tore 
were 22 perceDt abo•• the lenl or the oorreepondi.Dg period 
Recentl,-, ba.eYer, aalea b aYe besun to decline, and in lf&J, 
depar tment 1 tora aalea in the lin York diatr1ct ware 4 percmt .o.••'!loW 
than a ,-ear qo, 'fbla reoent tendenc,- tor aalee to decline baa 
accentuated the exceaaiYe nature ot the preeent large 1n•entor1ea, 

The accuaulatlon ot exoeaaiYe 1nventoriea unqueetionabl7 bu 
contributed to the rlae in pricee. However, the gradual reduotian 
ot the .. 1nYentor1ea to their normal lanle would 4.o -ob to -in­
ta1n the prlaeDt prioe ceiling againet the preuure of ooo•-r 
expend! ture , 

'lhe War Production Board 11 epparentlJ' plmn'ng to oontrol 
1nvantor1ea, wt proteat b7 retailer• a t eaob aentlon or the 
poaa1b111t,- bu preYented aot1on troa b eing taken ae ,..t, 
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Trea.ur,r Dep&rt.ent 
Dlvlolon ot Yonetar,r Heeo&rch 

Secretary Korgenthau ~ 
Mr. Wblte j 

According to present trends, Canada will 
end 1942 with $~50 to $500 million or_aold 'and 
o.s. dollars , as compared to roughly t400 
~llion at t he outbreak or war. 

Canada'• international position ie 
stronger today than 1 t was 1n Sept. 19~9 . 
Since then Canada h as aold about $100 million 
~u.s. aaaeta , but aha has also repurchased 
~75 million ot Canadian aecurl ties from U.K. 
tnd haa accumulated a $6~0 million obligation 
against the British Government , 

u.s. Government orders 1n Canada have 
tripled since Jan. 1 , 1942, Orders t 

,~,•~r•A an1 euppliea have risen f rom $225 
""'" ... ''" on Jan, 1 to $745 million on .JUne 15, 

a few large orders still peD11ng. In 
tion, Metala Reserve Corporation haa con­
ably expanded ita purchase program tor 

Canadian aluminum and h as placed new contract s 
tor three other metala, 

tlon ariaea whether these u.s . 
orders are utilizing othe rw1ee 

a capacity or whether they represent a 
'<!l •rs r••1on of Canadian pro&lct1on tr0111 U , p; , 

Canadian account to u.s. a ccount. 

'lhe appended memorandua, prepared 1>7 Klea 
A•:s•J.er , g 1V88 the details Of Canada1 8 dOllar 

it ion, 

1111. WIIITB 
Branch 2058 - Room 2l' i J 

' 
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TREASURY DEPARTMENT 

Cr. llhite 
DATa June 23, 1942 

t!iss H atler 

Canada 1 a U. S. Dollar Position 

Since January l, 191.2, there have boon throe il:lportant developiOOilta 
art octl.na CWiad&1 a U. S . dollar poa1t1ont 

l. Ottic1al Canadian holdingo ot aold and U. S. dollars have in­
creased by about $70 oo1lllon, Jonua17 l - Jwte 18, 191.2, to reach a total 
of about $250 a1llion on the latter date. Thia r1eo ie in ..,arp contraet 
t o Ule dNin ot $68 oo1lllon torecaet tor thio period by Ulo C&nadian 
Oovemoent laet ll&rch. 

2. 'lbe United States Oovemment hae placed $520 million of addi tional 
ardara for ~~~~nitiona and supplies in Canada Ulroueh rrar SUpplieo, Limited, 
January l throush June 15, 191.2. This ia twiae the value of all contracts 
sisned with ·.1ar Supplies, Limit ed, throush tho close or l94l . 

3. In additiOI'I, Metals Reserve Corporation has e1gned contracts for 
t he delivery or zinc concentrates, meroury and cobalt, and has cons iderably 
expanded 1 ta P\"'chaa1ng program for Canadian aluminum. 

Ao a coneequence of t hese three developments, Canada's hol dings of 
gold and u. S. dollars are expected t o r1oe by at least cnother $100 
million, and ponibly by aa 1111ch aa $250 mUlion, July through Dececber 191.2. 
It theee estillatea are accurate, the Canadian Oovel'!llant will eod tha year 
with a gold and U. S. dollar r eserve of $350 to $500 ll1lll.on. 

Ttoia favorable trend is expected to continue into 1943, in the absence 
of aey W\foreeeen untuorable denlo))llaltO and a oba11> eurta1l.&ent in 
Canadian gold production. If the t rend doeo cont inue, tho Canadian Ocro-
11811t•e holdings ot gold and u. s. dollaro wl.ll increaee still further after 
tho cloee ot tbe ourrent year. 

1. Canada•e hol41we of gold and u. S, dollara, 

During the tiret 5 1/2 monthe ot 1942, !undo held by the Federal 
Rooorvo Bank of New Yoric for the aocount of Canada have increased over 
$80 million - b-Oll •25 m.Ulion on January l to $108 mill1on on June l.S, 

It, ae ea ... likely, the Canadian Ooverraent h .. eold no gold 011t of ito 
reaer'Oeo during the paat s.ix 100ntbe and, it also, the decline in official 
Canadian balances bold outside the Federal ReeerTe Bank of llew Yoric baa 
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been no greater , II~ through June, than it waa durinB the prm.oua fcur 
months , then Canada has an o.t'.t'io1al reaone or nold and u. s. dolJAre 
tllnountinB to $255 to $260 m1llion, ae cOIIIpared to $188 1111llion en 
January 1. (Orticial Canadian lunda outside the N., York Federal Reaane 
Panic .fall $9 million, January through April 1942.) 

Na $70 million increase in the canadian Ooval'lllllellt'a u. S. dolJAr 
holdin• a i a in eharp contrast to the Canadian....,.ticipated drain of $68 
llilli on, January through June 1942. An i telliced ""Planation of th1e 
cl1vergenoa of $1.40 m1llion between the Canadian forecast and the actual 
chan~• will have to wait a ffiW week a upon receipt of pi'Clllised data trOD 
the Canadian lanl.atry of Finance, How..-.r, troD the into,..tion at haDe!, 
we !mow the t Canadian net il::porta of capital !rOD the United Statea and 
Canadian exports of newq m1.ned gold ware both conaiderably hi&her than 
anticipated, WhUe Canada•• net U. s . dollar .-.quireJ:>el\ta for interest 
and dividend tranllfora as well aa on a;ercb&ncl1ae aeoount were l'"'er than 
expected by the Canadian Government l&ot L'areb. On tho other hand, eo 
far as we can aaeortain, United Statoa Oovornmont ~enta to Canada en 
)!,ydt Pork tranaactiona, January 1 - JIIDe lS, 1942, have been about ao 
toreoaat . 

2. United Statea Oovornnent orders plj'oed through 'liar Supplies , Limited. 

'Die pla<>in& o.t' Unit ed statea oovemmant ordera for 111.1D1t1ona and 
ouppllea in Canada throusb <rar Supplies, Li.al1 t td, hao been greatq 
facilitated and accelerated aince the eetabll...._.t aix _,the 0«0. of 
the Joi nt ll'ar Production Gomittee. The value o! contract. has riaen 
rapid:cy to reach a total ot $745 million on J •·ne 15 - an increase of 
$520 lllillion ed.nce January 1 and of $480 llillion oince February 16, w!l!ll> 
the l&taat Canadian Ooverment forecast aui>Ctttd to tho Tre&S1.1r7 was mdo. 
the tre:enc!oua expansion in United State• Govei:'I"IIW1t orders placed tbro1J61> 
war SUpplies, LiAited, January 1 throush June 15, ia ohmm below: 

Value of u. 8. Qovernmant Contracts with 111-r SUpplies, Limited 

( llilliol>-0 .s . ) 
$22S 

1942• 
J&nual')" 1. 0 • ••• •• 0 • • • • ••• 0 • ••• 0 0 •• • 0. 

February- 16 • • ••••••• •••• • •••• • • • • • • • • 
(Thie f:l8=e plua tha ehip deal 
of $150 m1111on eervod ae the 
baeie ot tho latent Canadian 
Government .forecast) 

J*a.reb 31 ••••• •• • •• • •••••••• • ••••••• • • 
June 15• ••• ••• • •• •• •••••••••••••••• •• 

265 

4lS 
745 
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Reaeardl 

Fro"' various sources, it 1e known that the oontracte oigned by 

381 

the United Sta toe GOYemment oince Februa.ry 16 h&Ye increaeocl the 
Canadian Government's expected U, S, dollar reoel.pte tor the period 
Jul,y through December 1942, by at leaet $75 to $SO ID1111on above th: 
figure ueocl 1n drawing up their !.!arch !orecaet, l'hie anticipated in­
creaee doee not &lloor for the receipt of ~ J)&1lllento from t he Uni tad 
!:tatoo Government during the reaainder of 1942 cn $160 million nr ordere 
placed eince Larch 31. In view of th1e faot, tho canadian Governmont• a 
actual receipts or U. s . dollars on U. s . ccntracte with l1ar Suopliee 
L1aited, through Deced>er 1942 r:a;r OIXCeed t heir forecaet of last !larch 
by an evan greater IIWit. 

I!)' the close or 1943 the bulk of United st&tee OoYemunt contract• 
With yar Supplies, Limited, Will ha...e expired and ooet oi the p831lenta 
thereon toade to the Caned! an Government. 

In addition to the $745 ollllon of contracts eiened by the United 
States Government through June 15, there are Unit ed wtates Government 
orders stUl pencl1.ng 11hich aggr egate another ()300 lllillion and a tank 
deal under diecuooion whi ch ID4If amount to as much as $350 milll.on. It 
these deale go through they Will 1'\>.rther I!Woll canada• e u . s . dollar 
receipts during the next year and a half and in t i .. .e, preaumahly be re­
nected in increaeed dollar holdinp,a or the Canadian Oovemment. 

3. ''abrialo contr acts placed in Canada through ].:..tale Reserve Corporation . 

lletale Reserve Corporation has also considerably expanded ita prograo 
for purchaece ot raw materials in Canada since the lateet Canadian Oovem­
-.t forecaet waa eubod.tted to the TreaiNl")". It has aigned "'"' contract a 
!or sine concentrates, """'CUl'l" and cobalt, llld hae substantially expanded 
delivery echedulae for Canadian alumin11:1. DeliYeriea under the latter 
are alr<!ady Nnn1ng ..uch higher than anticipated in Febroary. Te do not 
have a recent forecast of J)&1lll&nta to be made by the United Stateo on 
theee contracts, but from January 1 thrcu~h June 18, 1942, Canada re­
ceived alJ:Ioet $40 m1llion of u . S. dollars from the l.etals Reserve 
Corporation instead of only $9 m1U1on ao forecast in ~arch by the Canadian 
Government. If thl.a trend continuee, Canada ' s U. s . dollar receipt& on 
Ntariol contracts Will be $Ml million to 850 mUlion higher, July through 
December 1942, than expected by the Canadian Government in Verch. 

4. Canada 'e u. s. dollar proopecte, OIXClueive of J!yde Park tl"Ollll8ctiona , 

'lho Canadian Government in ]Jarch estimated that it •ould havo a 
deficit ot U. s. dollars J ul,y through Dect~~~ber 1942, aggregating $ll 
c1llion. It t hl.e toreca~t tor the period ie ae wide of the mark as the 
ecmpanion eatimataa eubod. tted !or tha tirat aix _,the of t he year, then 
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canada ' a U, S. dollar balanc .. at the end ot 1942 will bo atlll ~or 
and perllape by as IIDCh aa .,.other $100 to $lSO mlHco, 1 

5. Cnn.ada 1 a u. s . dollar poe1t1on &tter 194g. 

The inoreaoe in United States oover,..ent orders 1n Canada during the 
past !our .-.ontbs ohould be eufficient to o!!eet the etteota, duriqr the 
next year or ao, ot an;y \11\favoreble devolopmonts 'lhich are likely to 
occur, including t.he lo .. or receipts tr<a n81fl¥ llined eold. Barril11 aror 
cateatropb1c dO'Vslopc:ent, ~snta by the United Stotea Coverm:""t "" 
ordero placed in Canada should be auttio1ontly large to pend.t Canada to 
continue to add to ito cold reserve tor aome time in the .t'llture. 

1l1o opti.miatic outlook tor Canada '• U. S. dollor position, coupled 
rd th the need to roach decisions soon on a terr large oontracta still 
under diacuaaion, cake it imperative tor the Treasury to <IX&I:line con­
tinuously .,.d care!ul.J.,)' <.anada•s lJ . S. dollar position. the pro..Ued 
quarterly revision ot the Canadian torecaet or Canada' a u. :. . dollar 
17.P0ndituree and receipts wUl be available to the Tr asury 1n about a 
month. t r. Plumptre hae promisocl to inquire about cur receiving a 
r..onthly roport on canada ' s actual gold and U. S. dol lar holdings . l t 
1• noceoeery that tbe Treasury receive t ld e in!onnation currently it •• 
aro to avoid a possibly emberrassinot eituation. 
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June 25, 1942 

MEMORANDUM FOR THE SECRETARY 

Canadian Tax Ohangee 

Canada' e Fourth Wartime Budget wu pr81ented to 
the Oo~one on June 23, 1942. Tnie summary or the 
major proposal• 11 based on i ntormation obtained by 
telephone a.nd h subject to revieion. 

Propoaed increases in the ratee or the personal 
income tax, the corporation tsxes, and the excises 
are eatimated to yield $378,000,000 in 1942-43. Tbia 
will inoreaae 1942- 43 tax eolleotione to $2,050,000,000 
or 52 percent or estimated erpenditurea. 

Individual income tax 

The graduated income tax rates, nov ranging from 
15 percent on tne first $1,000 ot taxable income to 
85 percent on amounts over $500,000, have been increased 
to range from 30 percent on the tiret $500 to 85 percent 
on amounta over $100,000 , 

The tlat rate National Derenoe Tax has been in­
creased and incorporated into the regular income tax. 
The new ratea are 7 percent, 8 percent, or 9 percent, 
~•pending on marital statue and aize or income or the 
taxpayer. 

The 4 percent surtax on investaent income ie 
retained Without change, 
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The combined maximum rate ie 92 percent tor married 
peraone and 94 percent tor aingle individual• without 
invaetment income , For thoae with investment income , tne 
maximum rate ie 96 percent tor married pereone and 98 per­
cent tor aingle persona, The maximum r1tee apply to por­
tion• ot income in excess or $100 ,000, 

The personal exemption& have been reduced. For 
married persona wi t hout dependents , tor example, the 
$1,500 exemption is reduced to approximately $1,150. The 
tax liability at selected income level• ie shown in the 
accompanying table, 

Regraded Unclassified



- 2-

Coapulaory aavinge tor individuala 

Part or the indhidual income tax 11 treated as 
oompuleory aavings. The maximua aavinga are tsoo tor 
a eingle person, tl,OOO tor a married person without 
dependenta , and an additional $100 tor eaoh dependent . 
(See attached table) . The eavinge will be evidenced 
by non-negotiable 2 percent oertiticatee, repayable 
during the t'iret t'iecal year oommenoing atter the war. 

Net lite ineurance premiume, repaymente ot prin­
cipal on mortgagee againet owned homea, and oontr1bu­
t i one to peneion or retirement tunda are allowed as a 
deduction from compulsory eavinge, 

Colleotion at source 

A eubatantial portion ot tne income tax on wages 
and ealariee will be collected at the source, beginning 
September 1, 1942, The correapcnding taxes on inccme 
trom other sources will be payable current ly in quarterly 
instalments, The details ot tne plan have not been tully 
developed. 

Excess profits tax rate 

The excess profits tax rate has been increased from 
75 percent to 100 percent. The minimum combined inccme 
tax and excesa profits tax rate ot 40 percent is retained. 

Poet-war credit tor corporation• 

TWenty percent or the exceaa protite tax will be 
repaid to corporatione over the tiret two t iecal yeare 
after t .he war, Without reetriot1one on the uae made or 
the money . The credits Will be evidenced only by book 
account . No certitica tee will be ieeued and no interest 
w111 be paid. 

Exoiee taxee 

Important changes are proposed in indirect taxes 
including thoae on alcohol1o beverages, tobacco products, 
aort drinke, and communioatlone. A }0 percent manu.rac­
turere ' excise tax is nropoaed on oandy and chewing gum 
and a 25 peroent retail aales t~x on Jewelry, china, 
clocks, and watohee . 
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Pereooa1 inooae taxu paJ"ab1e under Canadian tax 
ratee propoeed June 23, 1942 and under ratee and 

exe~tione tentatiYI17 adopted by 
the Vaye and Keane Ooaaittee 

(Inoludee both nat rate tax and graduated tax) 

"· 
~ 

81nS!e 21r10n 

Pro2o•el lax - Dana!i IZ 
'l'u.able Preeent I I 
income tax . '!'otal '!'ax 8aT1nge 

Canada !f: : portion : portion 
I 

$ 700 • 35 • 4o • 20 • 20 
1 ,000 
2,000 
5,000 

50 ,ooo 

$ 1,500 
2,000 
3,000 
5,000 

so,ooo 

• 

$ 1,500 • 
2,000 
3,000 
5,000 

~ 
1,332 

211,392 

75 
175 
460 

1,000 
26,965 

172 J~ 110 
601 160 

2,1211 l' 7211 4oo 
35.703 34)903 1100 

B. Married - no oh1ldren 

• 217 
431 
11114 

1,11711 
34.553 

• 109 
231 
5114 

1, 3711 
33.553 

• lOll 
200 

~g 
1,000 

0 . Married - With two children 

l6 
215 
735 

• 49 
215 
668 

1,662 
. ~ 10 

1,6 2 

• 24 
lOll 

~ 

U.S. tax 
under plan 
adopted by 

ol Keane 

• 32 
114 

2511 
117~ 25,31 

• 
162 
540 ' 

!/ Everything onr tJO ,000 auwaed to be ' 1A••t1Mnt income tor pur­
poeee ot theee tab1ee, eubJeot to 4 percent apeo1a1 tax. . . 
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JUN 25 1942 

Dear .... --'-· 

...... • ........ .,.. ~.., .. ., .., 18, 
1~ ,,~, .......... Mle ........... ~... ,, et 
II'Ullll MlM &a &.~-.ll 'lll;r ..... ,_ .... _,. I 
MCI .. , U ll eM ..... It tlal IM .. Dlfer.._i 
&awl' n ..w '1111 ... ,..., .. ,,,..~.~ lt - -
e..U '1111 ...,, ... t• •• oU"''"'I • ,.., .... 
Ill...,. .,..._, &a'fel•'- tM oetw •• et LlMrla 
Ia 11M--'- ...... ..,.UI!Il.-~ ..... , .. ., 
UM , .. , taa.a• Ull 14MP1• Oe•w '1au .._ 
ldT I IJ I Ti •aU" .... tlall .... ' Ia .U 
IIIWFH Nla ...... -. IIUI'-7 ....... *'Ill 
0111W ...... Ia ,...,._ .. , &a 1.111 tria. 

ala~· .,. .. 11 ... ,... ~ .... , •• 
'" :r'U• et Ull ... lraltUI•:r et ... allna.., .......... a• M UM llft&l ... ~~·- i Sa attHUJii 
UM ,.,,,. •• ..,_,&a UM lol'llllrlu ..,,_, a;rec.. • 
..- 111 rt ... - f.a .-.1 •• i .. , U la 
...... ~'I a ?'I .. ,..,....,_ .......... ldlill 
UM 11'1U... •• .Sa U. ... ...U 11 -.a• 11'lUalt 
IU- ..S. '*laSt 111if IT h .. f.a uae &.lb.SII 

,...._. • &a ., .._ et n "'" 1.~.;:•••11 
., .... Ia ...... u.. ......... - Ia.. • 

""- ::.:: ::re~~::rz,...:,.:-:::.:!:'!:,:-
.. 11'lU... aU,.. Ilia ---'-"' f.a Iiili LIMrlll 
l'rTWAI - &a ....... et PRN'f11 &a .... UUII 
MIWII .. ,..._lal ..... 1'7 al .._, Qe'fW •• " 

lieU, •• a .. .au "' _.. ,_ , ... " ,.., 
.. ••••• -II hU- et ..... elUIII' ..... 
e'-U .. '11111 llo- ...... u.n ai 1 .... ef til 
,... ...... IMrli-.o f.a WIT ' PIT ld Ill tbl ..... It 
.. lolMrlll ...,,., ' _. a-..• -• " ~ 
aaua '· •• n~, ..sa ~--• -~ '' 11-Ual Ulat .. WMP11ft llaiW i Will .. tM 
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.. MJ. -·It llftU... Mia M 'libieb \MH 111M II 
•W .ai~Mo ....... tlall la ._. .. - _,....., 1 

el._U_ • a.-•• •~'MI~ 1M ...-.,.noe • Ia *'*• 
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TREASURY DEPARTMENT 
395 

INTIER O I"P''CIE COMMI.INICATION 

DATa lolay 2'f, 1942, 

10 Secretary Morgenthau 

Mr. White 

Sub ject: Uae of the Stabilization Fund to handle the Liberian Currency 
Problem. 

1 . Over a period of several montha - moat recently 1D Wr. 
Barle •a letter to you of l!.ay 18 - the State Department has diScussed 
w1th thia Department the problem involwed 1D substituting American 
for English silver ooiDs in Liberia. Thia problem ariaea for two 
reasons: 

(a) The Liberian Government ia eager to discontinue 
the uae ot Sri tish coins and the State Department urges 
that, in view of Liberian cooperation w1 th our Army, we 
endeavor to assist Liberia in this matter. 

(b) The British are unabl e to supply the additional 
quantit ies of coin which are going to be necessary due to 
the uae of Li beria ae a base by our Army. 

2 . As American coin enters Liberian circulation in large quan­
tities it ia predi cted by persona familiar with Liberian conditions 
that it will be preferred to British ooin. It ia therefore expected 
that British coin will accumulate in the Liberian Treasury or in the 
Bank of Monrovia. 

The State Department wants to be able to aaaure the Liberian 
Government that arrangements will be JUde tor the conversion ot thia 
accumulated Britieh coin into either s terling balances or United 
Statea dollara as needed by Liberia, wi thout coat to the Liberian 
Government. 

3. In our opinion it 1a undesirable to approach the British 
at thia tiate to arrange the conversion - it does not seem advisable 
to give the Br1 tieh the impression that we want to drive Bri tiah 
coina trom Liberia. 

Therefore, we propose the following: (a) Authorize the State 
Daj>artmant to g ive the above asaurancee to the Liberian Government. 
(b) Authorize the Stabilization Fund to acquire British coina from 
Liberia at a rate of $4 per pound s terl ing. 

The Stabilization Fund ehould aubaequently have no difficulty 
in diapoai ng ot the Briti eh coina ei ther ( a) by making them available 
to the Arm,y tor uae in North Ireland, eto. , or (b) 'by making arrange­
manta to aell them to the Bri tieh. Inaemuoh aa the Br1 tiah have 
indicated that there is a ehortage ot coins in British territory it 
should not be difficult to arrange this latter. 
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The rUk of lou to the Stab1lizat1on Fund in handling theae ( 
conversions liea in the tact that, ahould sterling decline below 
$4, the Fund would atill be obligated to purchase the British coin 
from Liberia at the $4 rate. Tbia eeema to me a rather remote risk 
but it ia probably advisable to tell the State Department that we 
must know in e.dvanoe the maximum e.mount....2t' Britiah coin which the 
Fund will be obligated to purchase. I "'5 not think the e.mount 
should exceed the equivalent ot $l,OOO,OOq. 

4. With the above in mind we he.ve dr&t'ted the attached letter 
ror your signature. The procedure outlined e.bove aeems to us an 
appropriate we.rtime use of the Exchange Ste.bil ization Fund. It would 
not seem necease.ry tor you to go before the Congresaion&l coumi ttees 
on the matter. 
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811.51/4316 

!BU!l!WI R:ilC:IIlJJ) 

LSli 
Thla ~•tocru IIUit bo 
paraphraood bofo~ btinc 
co~icatod to aa¥Ont 
cUwr t ban a 0onl'1lllental 
oceno.r. (liR) 

Socrot ar,y of State, 

';laohlocton. 

1246 Juno 25, 8 p.m. 

JopartMnt'o 909. Juno 19, 7 p.m. 

Juaa.oa AJ.rea 
Dated Juno 25, 1942 

JaCM 
Roo'd 8:35 p.a. 

Tho Central :Bank 1t ditpooo:i to tubJoct to bloolcin& at once all 
J.qor~o of dollar currency except U altod NIOW>h bron&bt by tranlero 
!roc ~ht Unl~td Sta t oo: tho exportation or Onitod St atoo and all o~hor 
foreign curronoioo' except by llconat: and tho purehaoo and oalo of 
dollou- currone7 ' in Arpntlna curre ncy by ba.oh and t:a:chantl• houaoo or 
b,y indlviduo.lo. Probiooh, hnwner, 1o now YU'f reluctant to boon tho 
CtntrMt :Banlc ~t at tho intermediar;r in ohlpaonto to tho United St~teo 
nt he ttolo that tho •preauce• of tho bou>l< vollld bt pr~Judlcod in 
caooo in which roloaooo wore not 11&4• oYOn thoush tho bank 114dt clear 
the.~ it acted •Ill¥ in tho capaeit;r or an apnt in tho oi:1ipmonto. 

Tho bank propoooo that hnldoro who wioh to ohlp to tho United 
St atu bt told b,y 11.1 that tbe,y ohnllld aelto COIIJ>lOh dtolaratlooo Wider 
oa~h a~ t ho Eabaeq athr which thoy could talco ~ho doolaratlona to tho 
Cen~rtl :Banlc and obt aln t ho export Ucouoe. !be baDic etatod that lt 
wo\114 bt cllid to turuoh' the Jab.-o7 with tll aYallablo portlnont 
1ntorut1on which oo\114 be tranoalttod to v .. h1ncton. Rownor tho 
bank 1o not d1opooo4 to .. nd to tho Unl tod S~atu iholt onn tho hnldinp 
or baDico and other lnotltutlono Wldt r ita control wi~hnnt dttlnito 
aoouraneoo that the Troatur7 Dtpart .. nt would ~loaoo tho t\wh >n4 1t 
hao boon pnn to undtr.tand that wbllt nry o~thotlc conoldoration 
woUld bo ghon in thtoo eaoeo no detlnitt aoonrancoo could be ginn • 
.lppa~ntl7 tho baDic profert not to btco•o 111Yolnd in any ahlpaonta uidt 
from Qantlnc oxport Ueonooo 1110ro or looa autoaatloa117 upon tho 
preoontatlon or doolaratlolll owom to at tho J:Dbaii.Y booanot of poaoiblo 
oritiolom oYon thouth tho bona rido tundo lnYOl Yid would bt f.Cilltatod 
tho~b;,o. Oonoornlng tho tiolt limU for uppl-7111& for export liconooo the 
baok btlitYoo that thio might bt mort approprlattl .Y handled by our 
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aonr..,.Dt ..,.,. ••clall¥ u t ho J.rcent1Jlo u port rutrlcUo ... vould 
appl¥ t o all forol,,p curro1101 ... 

Ill a ooo.-roatloD thlo aorn1D6 whoD ao oftloor of the !abatl¥ 
rotorrtd to tho .,., control of UNAUQY 1t vao pointed out that tho 
Oontrol llOJII< bore <\ou Z>Ot all114o to the ca-rol al tuootlono of tho 
atu>J< o! UriJ&U&¥ ADd that thlo l 1m1tat1oD would lll&k• it difficult to 
auwco all of the coDtrol f'ulletlono of the latter. At ro~o the 
t ur11tnc •~•• of all boldlngt tho ballk ttatoo that attor eoDoult ing 

401 

Ito local adYlooro 1t eonoidoro t hat it dooo Dot haYO tho povor e i ther 
to roqulro thh or t o roqulro a doelaratlon of hold1Dce and Probiocb 
fo•ro that it would Dot bo sood poliO¥ and would probabl¥ not ''""' &D¥ 
aato riall¥ uooful purpoou if boldoro voro ohopl¥ 1DTitod t o declare 
their boldine•· 

Copy: leo 7/20/'42 
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In repl7 refor to 
l'1l 824.51/1197 

"l!! 

to \Ito Bo..orabh tho S.cr.taJ'7 of t.he ~......,. • 

tr...-lto horovi\1> a COPT of uopatch llo, 112 vtth 

oncloftl'lo, 4ato4 Juu 8, 19112, frca tho .Aaorican 

labaoor, La Pao, Bolhia, co..oorni.Ac prooo attacl<o 011 

\ho propoaod otabllloatlOil ocroo .... t botVOIIl tho 
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-.....r OJ Ill 
111I!ID I!1DI ar .a!Cll 

r. .... Jolln.. 1'- •• J.9lll 

l o, 42 

hbJtoi l '"" .A.UMka oa hopo•4 lla)UlaaUoa 
btiWIII. U.. Ull1h4 liaill llll4 Jolln._ .Aczw-i 

OOUlllDfUL (hcloftl'll 110\ ooAtl4111.Ual) 

!he Bo11.0~1 

lir1 

!he lloreiar,r of liaie, 
VaalllJic'oa, D, 0, 

VlU!. l'ef•- io U!.l :propoal4 eialllllla\loa ore4U io bl 
•nellll.a4 '117 u.. !raaal'7 Dt:pan•o t o U!.l Jolin. ao ... ..-., 
11114 a.aoo C..iral, I u... u.. 11o""r i o repon U!.ai •aus.a llora', 
aonalq tllii• :pro-Mo~rloaa la U• - u4 .Uiorlal ool_., 
•- - oa ~- 1, 1gllz. wua a 'IIUWI' u4 .. __. ailaak oa 
illl 11111\H ftaMI oa illl pou4 U!.ai illl ton *l.olt illl ozecUi 
-.11. '*" la aoi *-' wu -.ow or .,roalll4

1
• .A. oow flf 

U.. anlala *loll~ a4.r ~w1411lee4U•• oa tile 

.Uiorlal 
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e. en1olt, wUb \Jp1oal lollYiaa lec1o, o'IIJeoto \o u.. 
o...U\11 'IIebe oa '1M liMb of collateral 1a '1M fo:na of lollrta 
evftaGTo \be Safe..._ 'IIebe ~ it lboa14 'lie -.ant ..._ 
o&M of Joli'ria'• .,...zoau,. 1a Mll::bc \be,.,.. .. of t1,750,000 
1a MUluea' of \be S..a.r4 011 -· fUll ~u laok of -
eltMDial')' M~O lalowll4&e 0 tilt el'\1ole alltiiU ti>&t, 1f tM 
o...U' blatt \Ill fora 11141oete4, it ViU 'lie u ioa•raceou ,_. 
apille\ p4 f&1\ll u4 oollfUeaoa ot lol1T1&1 'lie- u nU 1a 
DO vq e44 to lollrla' • tor.t.ca ••••• nMnee, .l.ot...U,., of 
oovee, \be elaplut &ritllMUo toOG14 lllow \ll&t if, ae 1e IIIPPfllzi­
utelT \Ill oaee, \ben en aov tbl ttlliftleat ot t)l,ooo,ooo 
o1roaleUac witb •15,000,000 1a neenee \Ill cre.atU. of & OHU' 
of . 2,000,000 wou4 haft \Ill effeot of r&let.ac \be nMnee to 
.17,000,000 willa \be oli'O'IIlail.ac ..Ua 1aon&tt4 to 63,0000000 
1f & MV ealee1oa of \l&lllt ..,,,, lbo-.14 pnYI _,....,, 1,e., \bet 
C4Yire&t' toOG14 riM froa ~ to &t le&e' 5~ pvelJ' froa \be opera­

Uoa 1f •"'- fanore wn ""' 'ltro,..,., 1ato pl.llr 11iJ \be 
lol1w1&a fhoal 81ltlloriU,., 

"!una•, 
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"!iorra', aaothor 110"-117 frioll417 lliVopo;>~r, ptlbli,.,o4 

a ol.ailar an1clo Oil J.,.. 2, oal1iae \he propooo4 o\abUhaUoa 

c..U\ a 1 owio4lo', Ill a441Uoll tc \he fiM holiao haD4 of 
Mr. Sq.lllla 1a UaeH Meh'p•\1ou, a ,.rt wu u4oa:b·H41¥ Pl.l!rM 

1>J '"' !IICt tha' tho 141\oro-~at of 'Vluaa llora' 1114 
'florro• woro o4rloo4 .... •w - 1>J tho llol1rt... ro,..~ 
ott1oo \hat thor volll4 bo 1a•Uo4 to tho 11111\14 ••a\oo oa a , 0,.. 

ot Jo~ioto k~ ~lao~ rooo1 ... 4 ,.. ooat1raaUoll ot tbio troa 

111lito4 Statll OOVOII - .... 00.....,...\lp 41-iato4 p4 -

1111&\ p1q11M. 

On J\111.1 2 h. a ooa ... naUoa wUh M \ho IC1aiotor ot ro,..~ 
Altalro bro..,., up tho .,.bJoot of \ho JUao 1 11J1Uaa !lora' 

artiole PI! iU utonuato oftoot, Ill proaioo4 \hat Ill volll4 

hila otopo to ....q tho 1>o4 offoot llbich hal l>ooa pn41lcM 1>J 
ha'l'iac a rooUficaUoa p!lblioho4. .u tho - tiM llr, .Ulao 

~J: of tho :lobaoq1 o otatf 11PJroacho4 tho o4Uo,._1,..oh1of of 
11tTUiM llora• \bro..,. a tr1oii41T 1atoNOiUalT "'""''Uc \hot 

tho J\111.1 1 arUo1o wu 1>- oa aioooaoopUoao, poiatioc ""' 
opoo1t1oall.T that tho propooo4 toru ot tho otab1liutioll ON41t 

,.,.. o1ailar h tbooo 1a o~Uiutioa -" Vi\h othor 
coatrilo ov.oh u llruU ao4 hru &4 that tho ~ro..,.., !loJ>an-
Milt noooooar117 hod to follow tho prorloiou of 1opolaUoll 

oon1oc up tho otal>UioaUoo fv.D4 u woll ao a purol pol107 

~;~plica'b1o to o\horo ot tho .Yon- llop\l'blico, Iiiio Nolllt of 

thooo ftriO'IUI roproooatatioao vu tho ptlblicatioll 1a "UlUaa 

!lora' on J\111.1 2, 1~ of tho artiolo a tranolaUoa of eich 11 

trao•Hto4 hoNvith ao OIIClOIO.l'l J:o, 2. !hio wao ptlbli,.,o4 1a 

tho ·- plooo .. tho prorlou art1ole aD4 ci•n lq;ool proai­
........ It rill 1>1 aoto4 that, Whi1o tho ooooD4 an1o1o oouto,._ 

ao\1 t.he flr•' to a '"1'7 lrlJPHoiabl• ezte.D.tt ,.,. .. U ret•r• 
u4or iupiraUoa f._ tho JoN~ Off1oo to tho 'pro1>al>il1t:J' 

\hot JoliYia Will pt opooial troa-at 1a tho ••-• 11114 
fl.lli.Dc1ol ooll41Uono 1 , Ao hao l>ooll poiato4 Ollt botoN, ~~~q 

opoo1ol ooa41Uollo 1o Jo1hir. 111 1n \ho tact that H lo 

Nlr.ti'n17 .. ,.. prooporOill thaa at \ho Olltbrool< of tho Var 1a 

ooatraot to - o~ tho AMrioaa llop\lblioo kt Jo1hiaoo 
,..t..rallT vioh to boli .. o tho ...,,....,., 

In a conftre•tioA wU.b Pred4n~ P'lt!''"' on JQ.Da J, 1942, 
ho l>roucbt up tho ~oot1oll of tho propooo4 otr.b111oot1oll cro41\ 

ia tho - ooaoo u \ho IC1aiotor of Poroip Alfuro, Ill• 

la\tor 1a a nboo-t ooa ... roatioll -o4 that U ,.. hio 

ovo opWoa that tha ora41t oo..U .... r.aUatootor117 bo 
_,,, oa \ho oo1latorol of tha - Co..trol'• f) ,ooo,ooo ot 

colA ia .... Torlt thall Oil tho buil of p!lrchall of 11ol1Yiallol, 
oiaoo tho latter vc..U .. .,. iatlaticll, llu.oh oollatorol wolll4, 

of oovoo bo - .... OIOI>ZI '~lao po;>~r 'b011v1.,..o, _._ 

'"' Aeol~oa l e f.1aall7 ree+e4 oa tM •tt4r, I t.ru' tAa\ 
tho troacrr !loJ>-' viU follOW u o iDtoaUoa of •ro17 

op<~aiJic a lilll of oro4U tor uo 1t PI! ,..., - rpllOiol 
Jv,ot1t71Dc .,... a ooQl'll .noo wtoo4 ot aotv.ol17 IIOkiac a 

lou vi\holl~ \he ue4 \hereof boiaC ,..,..,,. 

1t 1o """"'"' tha\ a cow ot tbio 4oopo=;" ~ of 
oaolo ...,.., 1>1 ...U ano11o)lo \o llr. IMrrl• L. • 1a 

\ho 111l1\14 lh\lo Jcoaoaio 111oo1oa '" llo1hia oa hh arri•ol 

Vaoh~. lloii])OO\toll1 ,OQ1'1 , 
ror tho Aabr.ooo4or 

AWoAJ: lWf.:IJ:, Piro\ Socrohi'J ot Je't>uo7 

holoOU'Iot two traoJ.aUoao troa "Ultillllloro' 

151/891 JJJ/rJ Oriciv.ol 1114 5 oopilo 1>J -....tor, 

szll. 51/ll97 (OOPT•Ma) COJ7tiact6/'i!>fll2 
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JNO:u!SUI!i lo. 1 to lleopo.tch lo. 4li of J1111o 8, 19l!li, troa 
t he American lbba117, La Paa, :Bol1Y1a. 

Soweo: "lnu .. Bora• of 
Juo 1, 1')42. 

DliSl'.l.l'ER AR~IOLll lmW!DI11G PROPOSED ST.Il!ILI:U~IOI 

' "e!IGJKI:I."f lll!l'WDII mll IJII!ID Sl!I.!ES All!) IIOLITU. 

Partial !rfAelatlon 

~oro vill b e no Suoh Lop of ~ N11Uon llollaro 

tor Monotart Stabil15f. 

!'he OperatioD Vov.14 be lle4u.ce4 to the Con•erdan of 

llol1T1on Currency tor t.hh llua in llollaro, t ho Geld 

IUld roreip Exchanf! ReUM'II bel.ng Conttgu.entl,y 

cot Incree.u4 One S'"rl • Cent. If the Jllport h 

Oont1rmo4 1t Will be an Ou.tryooua Joi:o .AcAinot 

the Good la1th and Confidence of BoliYia, the Coun­

trz llaTi!t been Dece1.-ed 1n order to Stcur·• the 

lloli•orz of tho $1 ,750,000 Pp14 to tho Stondard 011. 

Without &DT ofticiol 4ccuaonto baring botn hwad, 
tho for1118l aZI4 ropoahd offer of tl>o United Statoo to 
crut to !ol i.-1" a IDU of $:2,000,000 tor conetl'%'1 ata­
bility, i.o., a Ol!EllU' rolt !HIS SUN II l>OZil .IJ(l:!UCAll 

UOJU.liO.i b.&e been txpre .. ed & hwl4red time• in et&t ·«:enil 

ot tbt Jore18J1 MJ.nhter, in etatementl of Ambaue.dor 
Guach.alla-. in pulluett.t.r)' 4tbatet, i n 3uthorlzed preu 

•tatemtnte, etc. • vb.icb excN:.nC• voW.d be LO.ua:D to be 
r ·ep.14 'b7 the .!Moo Central ln a r ·IUOMble ,-r1o4 vhen 

thl IC.OD03ie aD4 fiD&nCisJ. COD4J. \.iODI of thl COUili:r7 h&'l'l 
ilrpro'l'ecl end. ita Mlllt&r')' •t•t.a baa been t'treD&thGe4 u 

a reaul.t of thla cooperation ~1ch would be 1DUn4e4 to 
1nculoate creater oontidenoe .nd eecurit7 in our aurreDC7 
or tor the u t111aa.t1on ot t.b1• 1oM to controDt tuture 
crt .. , or MLert;eDcl e e vhich m.i&bt. e.nd.n&'lr ovz ecoDOey. 

At no U..., hao tl>oro boon &DT tJ:oQ&I>t tl>at t ho !!nitod 

Statoa would Ci'l'l u a tc.cl UUee W coa..,ut our eurrmC7 
but, ve lnliet, only of e. LOJJI', bllaocln6 thua 1a a 
mtacure the t r 8:tndoua loaa which the rooerYtl of thl 
Baoco Central u;pnilnced vi t h tho po;J111CDt of $1 ,750,000 
to tl>o Stan4ar4 011, a po71Wlt baoo4 pr1Dcipol17 on a 
4co1re tor &oo4 ecoDOaiO &D4 1A4-uatrlal relatioae of 

Bolin a vi \h "'' 11a1 ted Sto.too. 

Wow, t r oll 1n.tol"'latlon Wioh baa been ttnt t.o ua b7 
a coape.td o t in the United Statta, we leern that the 
o~raUon ball taken the tor~~ of .a UDUwal. mo4ua oP'rM41, 

nl>o-Uall7 
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lA et:rect, \he Uaited su.t .. wo'CI14 ..a \he 
$3,000,000 a<railable \c llolhia 111'1110! AI 4 Lad 
rather 1a eZIC!wlp for ito equlYalen\ 1n llollYi.,. 
curr..,c.r. lA o\her wordo , U wo'CI14 110\ be a ore41t 
but a el.aple operaUoll for \he connrdoll of \he 
bol1Y1Illlo vh1ch vould llOt 1aor .. ee b.r a •l.ncle 0.,., 
tho &Old llll4 foreiSil exchllllc- r .. e"" of O'lll' C'lll'renct 
11laUNCh •• to llUT the $2 ,000,000 1\ would be necto­
llll7 to 1toue 90, 000,000 boll rlllllOI, tht approxUI& to 
equinlent of thh foreiSJl exc~, \he tntey of \he 
l a tter l.nto \he •.W. to of \he llllllco Central btiDc \hwo 
COIIPtnoatecl. bt the ouper-•hdon d .. Une6. to pq for 
1t, \he o1rculatl.ng mecl.iUil COIII}lOtecl. of dtpol1h and 
bank llOteo being conaoquentl.Y l.ncrtaaecl. 111 oqnal pro­
por~ioD.. 

!ht backing fo:r •= curronc.r would \hwo pin 
no\hillg 'b,r ouch a trantaoUon, fruatratiDc \ht poae-
1b11U.r of col!pel>aatiDc, b,r \he llllllOUDOecl. and offered. 
loan, \ht gr .. t cl.rain on O'lll' gold rut"u Wich \ho 
pa.r1111nt to \ho Stancl.ard 011 , llAJm) Sl'Dlll'IC.t.LI.Y o:f 

filE P!IOMISi Ol' !!!IS LOJJI, haa roprooentecl.. !he fact 
1t of ouch gran import that, 1f 1t 1o confirmed, 1t 
vould aean &D out:rac-oua jolc.e againat the &OOd. fai\h 
and cont16.eace of our couatey and. would completol.r 
d.1oproYe the polie.r of oconozio cooperation and help 
vhich \he Unittcl. Sta\tt ea.re H hal toward llol1 Yia. 

llacl.eavorillc to confirm the report , inaoauch at 
Vt ha•e receivtcl. onl.r en unofficial Teroion, we Yio1tecl. 
the II&Dacer o:r the llllllco Central \hit mornillc· 

lloa H'lllOberto Cu&Dea \old uo \bet it V&l a a .rot 
1"Pool1blo to ea.r ~iDe cl.tfillito about \he opn.,uoa 
pencl.iDc receipt of tho ten of \ho contract lOhich 1o 
coa1ng bt aoil but that he had. rtctiTecl. a letter f:roa 
4abaoaa4or o..aohalla fro• a ohor\ and al<otcbJ para­
gra]lb of Wich it wq bt proouucl. \bet \ho !04ua 
opn&Dcl.i ot \ho operation voulcl. be in aftoot \hat 
otatecl. 'b,r "U1t1aa Hera•, i . e., not a loan of $2,000,000 
but a coanraion p:roceto vherebr \ho United Statu 
vould cl.tl1Tor \ho $2,000,000 ~nat ita tquiYaleat 
1n llolirl&D currenc,r. Mr. O....nca a6.4t4 \bet ht hao 
ao Wormed the 111D1ot~r of J'illanct aal<1DC hia to 
requeat ool>lt clarificati on fro11 lfaahillctoa to cl.iopol 
the Juotifiecl. sn4 legHi~~&to dh\ruat vhicll the queation 
hat aroutocl.. 

In a telephone conToreat1on Don Joaquin Joptcl.a 
(tho Ninh\er of J'inanoo) acl.Yioecl. ue tl1~t otf1c1ol but 
11lco::~ploto information t endo to t he concluoion \bet 
\ho Yoroi on roceiYecl. b7 'Ultiaa Hora1 , i . o., that tho 
loan hao botD blotted out, 'beiDc recl.ucecl. to a Mro 
aolo of cl.ollart to our couatey, and. \bet, 1n caoo thio 
wero oo, 'the operation vould 'be l.nacl.Yioablo1

, but \bet 
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8»:¥ utin1 te opinion woul4 neceuar11T be nl>Jeot to 
etii4T ot the contract IID.d ot the concrete et1]1Ul.at1ou 
<>ontained 111 it about ..tlich D.Oth1nc detinUe o&D be 
Ju4ced D.OW einoe the d<>CW~~ent "-e not been reoehed. 

m 

JJJ/rJ 
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! li:!ICLOSUD lio. 2 to Doopatch l!o. 42 of Juu s 1942. rr011 
t he .U.rican ll=buoy, La Pu: :Bolhla. 

Source: 'UlU• !!ora' of 
JUlio 2, 1942. 

Tlllii SCOPJ: OJ' 'rKi: CREDIT ClnlW'ION lilT!! TD WITED 

STJ.'I'XS J'OR IIOliZ'l'ARY ST,AJliLITY IS 

CLARIFIED. 

Tho Text of t he Contract hao boon Rocohod. and 11 

now und.or Study. The Opora.tlon will be In Accord. 

with llorth J.Mrican Banlt1Dii Practlco and. 11 

Identical In ito Procoduro with t hou J.lroo4y 

Carrlod out bz tho United. Statoo vlth other 

Countr l oo of the Continent. Thoro wil l bo put 

at tho Dl opooltion of tho Banco Oontral a run.s. of 

JoroiE :hchanp W'o.ich will Enable It to Faco an,y 

Eoonom1c Z~r .. ney, Guaranteeing t he StabilitY of our 

Ou.rr• ncz. 

lCnowiDI that the GoTornmont had yootorda1 •rocolvod the 
toxt of tho baoio contr ect for tho grantln' of tho credit of 
$2,000,000 vhloh tho United Statoo will l ond to our country 
for aonotarz otablll•ati on in e.-pllanco vi t h tho fourth point 
of the l!oaorand.\111 of J.u0;uot 1941 vhlch doflnod. tho ondo tor 
vhlch llorth Aaorlean cooperation vould be oxton.s..ct, VI rioltod 
t he l!llllotry ot J'oroil" .t.ffairo vhoro VI VIM iotorcod ao 
follovo: 

Tho t oxt of tho contract hoo boon r ocoiTod and It io 
bolnc otll4io4 and will bo tho obJoot of oaroful otud.y. !'roa 
vhat io alr oad¥ knovn of i t thoro io no baolo tor tho pro­
oumption that tho offor of a loan to cuarantoo tho otablllty 
of our ourronoz hal boon dllaTovod. It ohould bo mado oloar 
that the nojiOtla tlono vhlch tho :Banoo Central "'- llol1Tia II 
OIU'fllDC on through tho lntorTOntlon of tho Govornaont and 
ottlolal and diplomat ic channol o vith tho North J,morlc&D londoro 

~09 

to obtain a •• 1n dollar• vhich vill balOAOI tho drain on Ito 
r ooorTOo oauood by tho payaont ado to tho Standard 011 aro 
otlll In a t ont atiTI ot-co and conooquontl7 oUbJoct to oboor­
Tatlonl , roriolono and aodiflcatloao: tho Bank vlll haTo a aarclnc 
of rooorTOo ado qua to to perai t It to ftltl any futuro oconoaic 
oCIIrpnoloo and abon all to aTOid tbo lllaclt )(arlcot 

1 
• be iDe able 

to t eb o4.-antaco of tho veatnon of tho !8Dlt
1 

• rooorno In 
forolp omban&• to unbalance oxchlnce and _.,. our aonotarz 

ro,lao. 
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fboo operaUoa, eM nr tat•~••· le 1a MOel'4 wUII 
\boo ~DC pl'aiiiUMe of \boo Vaitel lta$ee ..,_ le f.Ua\leel 
lll prooecl""" wl\11 \lleM alreeq eurlel n\ )7 \bet aaUoa 
vith otboor :r.ua .U.rlllaa o-trieo to *loll loau for 
DODatuY ote'blll\7 baft 'beea ...... IP.....U,, ~~eo.,... ot ov 
epooial eooaoaio aD4 t1-1a1 ooD41Uou, Jolhia upiru to 
roooh'o o-.bat aoro liberal troP-t Wbloll U 1o pro'ba'blo 
v111 'be tboo oaoo. 'l'boo ronlt v1U 'be to pleoo at tboo 41opooa1 
of ov ooatral 'bulciac oaUt;r a oa la forolp oiiOhiDI'I wbioh 1t 
v111 'be ehlo to uo at UJ¥ ttao h ooatrol tu aollo7 aorbt Olld 
to 4of olld tu oteh1lU7 of tu bolinuo. aTol4lDC porniolouo 
fl,...tuaUollo lll oscht.ap ratoo. I\ vill aot.ll 110 l110roaoo ill tho 
oirolll•Uon of cur..,1107, \boo tr&-UOII bolDC an offootln 10011 
inhlldo4 to baalt ov ovro1107 with proper p&rt.llhoo. 

Jllla117 our tllforao~~to ototo that tho polio7 of cooperation 
olld olooor r ol•tioiiO v1th tho 0111to4 ltatoo lo baoo4 011 pr1110iploo 
of lo7alt 7 and UD4orot11D411lc aD4 oholll4 bo booecl on a fooli.Jl& of 
lllltual oollfido110o . U 1o nooouary to otrooo tho fact that tho 
aoUotactof7 4onlopoe11t of tbeoo CO'IUltrloo 1o of oo nail lllhroot 
to tboo loUoa of tu lorth ao to ovool no olld 1t v1U tbooroforo 
IIOt bo llleprdlT lll ito holp toward \boot 0114. fto P"f>ll\I.Jl& of 
orodlto for aonotary oteh1llt7 1o olo&rl7 pron4o4 for i.n tho 
Moaorolldlla of .t.acut 1941 Olld tboo7 v1U IIOW bo pv.t il>to offoct 
Vlldor oolldl Uono wbioh we hope v111 bo hll7 ooUofactof7. 'tho 
oolllltr;r oholll4 han oollf1doaco that tbo proont Oonruont 'Fill 
al..,o lalov hov to dofoa.d tboo ~~&Uollal iatorooto offlo1ontl7. 

IJJ/ rJ 

Cowa1oa6f26/~ 
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This ttlt gram mus t bE 
paraphrasEd bEforE being 
comn,unicettd to anyonE 
othEr than a GovtrrunEnta l 
a,,ency. (Bft ) 

Srcrt tary of Statc , 

~kehin.;tcn . 

755, June 25, '2 ' ' "' . 

Chun!,king 

Dated June 25, 1942 

Rtc 1d 8 :10p.m. 

FCP •;-:. S<:CP>£1'!RY Of Till Tllt::ASIRY PROM AD.L:::l : 

!P45 . Wec~ly cccnom~c (Stc~ion Ont) . 

One, Retail pt·ict'l Chun !(in_, Uay; r.enErol 

43CO food 3 \l40 (Farmcrs a<nl<' JanuLry to JunE 

l \l37 equals 100) or, ns~u tivtly , 1~ nnd 18~ 

411 

mort th1:.n A:>ril. Most 01 u tcrcnoe oceurrtC:. 1n fus t 

:O.t 1!' o r mon t.h . 

Two. S~l£ or ~av~~~ certifi catES to JunE 17 

ChinESE national currt~cy dollars 62 .5 million. 

Lc~rn from unofficial source tha t aalt of UnitEd 

St~oott3 Goller backEd bore s dnct ~lay 1 not mort 

tt~n Chintst national currency dollars ten million . 

Qovtrnrnent now conVlnctd th~~ voluntary purchasE 

of certificates end bonds will be insic;nifl c•nt end 

various pl ans to usE "pe rsuasion" bon& co:>eidt r td • 

Thrtt . Ccntr 1 BanK to bt, sol£ ban~ Ior issUE 

rrom J uly 1 . 
Four. 

• • • 
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-2- (/755 , June 25, 2 p .m. , from Chungl:ing 

Pour . Mcct~ng of Chinese industrial cooperatives 

board of directors June 13 decided to apply Ior loan 

of Chinese national currency dollars 60 million from 

5ovc rnment and Chinese national currency dollars 

40 million from banks to expand production . 

(Section Two) 

First national food administration conference 

ended June 6 . Gtntraliss1Mo in addrtss>ng conference 

stressed need for <quity in collecti on of land tax 

and compulsory food purchuses ·dvnancling thct l atter 

exceed forr.Jtr and thet prollrtssivt princi!)lt bt used 

i n lo.tttr . Ntvtrtht l tes , Ministry of Food plans to 
• 

collect 43 million piculs (one picul equal 110 pounds) 

by land tax ·in l:ind in 1942- 1943 - almost doublE 

last year - and 33 million picula by compulsory 

purchase3 . Uinisttr of Food announced application 

ot progre ssivE principlE must await completion of 

land .registration; compulsory purchases crt to bt msdt 

3~ in cash and 70% in United Statts dollar backed 

atcurities or ricd ctrt~ficatea . ConferencE resolvEd 

that Ministry of Food s~ould institute control of 

grain pr 1cc s on regional end district basis . 

OJ.USS 

IISB 
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llli 
fbia tolti,'l'aa IIWit bo 
pare;>hraoo4 'boforo bola« 
comsuolcatod to &O¥o~• 
other tbu a OcftrmM~tal 
a«~ncy. (BR) 

Dahd JUDO 25, 1942 

Roc 1d 11:50 p.m. 

Socrotary of State, 

Wuhl~gto~. 

Joll, JW>o 25. 1 P• m. 

Rotor•~•• Depart110nt '• clrcnl&r hlocraa of 11"1 18, 4 p.a. and 
JUDO 9, 9 p.a. 

Tho Mod for and chara.ctor of aeaauroo rootrlcUnc t ho ooonmont 
of dollar currency into and out of Nicaracu& wao diocuooed with the 
lll nlotor of J'inanco Juno 24. Tho lflc•r- GovtrllllOnt 1o not onl:r 
willing t o cooporato in dofeatia« tho oftorto of Axio countrieo to 
doriTo ad• antaco o from looted Unltod St a too currency 'but hao drafted 
and prounted to tho C'buber of Deputloo a law doolcned to reot rict 
end control t ho importation and exportation of United Steteo cur­
renc;y. Tho draft log1olat1on which le oxpoctod to be enacted during 
tho wook JW>O 28-Jv.l.:y 4 not only followo In sonor(l]. the otan<\D.rdo &Dd 
obJoctlYoo contnlnod In the Departmont' o tologr~ bu~ coordinates 
tho now rootrlctlono with tho baolc control aoaouroo In law number 
11 ot IW'bruar7 17th, 1942 which applloo to thooo porooao or firno 
whou 11a1100 appear on tho United Stotoo Proclalmod Liet. The pr lnciplll 
toaturoo of tho proJoctod law aro: 

Ono Tho ahooluto prohibition of tho 18portatlon and exportation 
of United Statoo Curronc;y froa or to countrioo outoido t ho continent. 

'!'vo Tho right to l.llport and oxport curroncr of t~A Ao:erican 
Ropubllco 1o to bl noaorTOd oxcluohol;y for •• • f• tlon&l )l...,;.: of 
N i c &r&C\1& . 

Throe NiO&rA6-a& will restrict peroono ontorl~ tho country to 
$200 currency o.nd will hold oxceueo in t ho llo.tlonel ll&llk until 
lnYootlgatod. 

Four Tranlors leaving ll!oari\(!WI will bo Umlted to ~200 United 
Statoo currency which can 'bo taken onl:r under por~lt fro• tho National 
llall);. 
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J'ln Tlw Co..tulon of :;;,.,~ vlll not autbori10 the o&lo 
of txcb&np wt>en lh dutlnatlon to Proolo.IJaod Llot poraono h 
Ol>.lp4IC tod, 

A 4oopo.toh 4hcuoo1na t iw lt.v in 1110ro dotall will bo oont 
airmail &114 not ice ot the final o.otion en tho los iolation b7 tho 
Obambor ot Doput ioo will be reported pro~tlr. 

S'l'EIIART 

Copr:1o:6/29/42 
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In replY refor to 
r.o 

TIM Seorotaq of Stato p roeuto hit Collpll.aonto 

to t ho Honorable t iM Soorotar,y of t he Troaear,r and 

oaclone oopioo of tolograa no. 289, dated Juno 25, 

1942, froa tiM .A.Mrtcan LogaUon • .l.o1U141on, Par14'18¥, 

concerninc Un1to4 Statu cuneno7 eonmtnh in Par-. 

Oopit o of tologram no. 2J8, roforrt4 to in no. 289, 

ore &leo uoloood. 

llnoloturoo: 

1. J'roa Lt pUoll, .l.oUDoion, 
DO. 289, JUI>O 25, 19112. 

2. J'r• LopUoll, J.aW>Cion, 
u. 2JS, ~ 29. 19112. 

Copr :1o: 6/29/112 

41.5 
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JG 
Thil tol•cru 11111ot be 
plt.l'aplu'&l~ before belJIC 
oo ... Wiicatocl to ~o.,. 
other than a Oonrum.ntal 
~nC7· (l!R) 

Socrotarr or State, 

289, Juno 25, 6 p.a. 

AIWICion 

Dat~ J1111o 25, 1942 

Roc'cl 910} p.m. 26th 

l!otoronco Doput•nt '• circular Jllllo 22, U p.m. 

Thot :Balik or tho Republic of ParncueT vhich h tho 

0114' inotlt\ltlon vhich coan b\17 and .. u oxo~ 11&1 

ootabliebocl t vo bll71DC rat•• for dollar not•• and billo. 

Ao C01Dp&rlcl vi th b\lfing rate or 317 tor ohockl or drafto 

tho rate for notoa it 275 tor b ill• in qU&Dtitioo of 1••• 

than $150 pr11ontod b7 an ovnor vho in tho J~•nt of tho 

b&llll: baa acquired thot t=do logitt.at•l7· !1111 rate e:pplleo 

to a r lltriotod nwber of poroon• lar4"'1T tranloro fro11 

tho Ollitod Stat11 vbo han dollart tor thot pG111111t of ........ 
J. 110ond rat e of 190 p11oo to tho dolllt.l' h paid for 

ao-oa1locl doUbtful dollart vblcb vill be accepted olll7 after 

oxplane.UoA of oWAir• oblpaont and oourc• of oris iA and in 

lillit MnUonod abon. Tbio rato cl1roctl7 fi\lCt\latol with 

open ...Ut r at• in ltlwnoo J.irll for dollar biUo. ll&llll: 

416 
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~111 accept ouch bill a onlr for depoai\ &D4 will ao\ (rop.at act) 

aako oon .. r aioa p.,.ent unt i l tba billa bavo booa forwarded to 

thAI loderal RooorTO li&Dlt &D4 ba .. baon aaoeptad &D4 orodl tad to 

thAI aaoount of thAI li&Dlt of t ho Republic. 

Vol,_ of tuAo '">7 aul.l probablT act moro \haD 1000 por 

~ok. En r)"\hlll6 bainc dono to proaont contrab&Dd ontranco of 

dollar billt p~~roha.Md in llu8aco .Uroo. 

'lba li&Dlt of tho Republic ato.too that it vollld liko to 

o.alnto.ln o. dollar c=rODC7 raoo~ lo.rplT tor oaloo to 

tra .. l oro going to thAI United Statao uountlng to about $15,000. 

llhon thio b&lo.nco 1o o:rcaadad o .. r ""PP17 vill ba aont to Fadoral 

Raoo~ llo.nk. Coaaont of ~doral RooerTO llank on maintenance 

ot thio rooorro b7 Bank of Paraguay will bo appreciated. 

OD17 oo~aratlTOl7 largo block of United Statoo !undo involved 

1oca117 1o tbo.t conrad b;r Embaooy'o talogrom dated MaT 29 , 5 P· " · 

rapr41Dg oalo tobacco o.n4 vhich f>mdo tho 'l'roo.oury hno ..,.rood to 

accept troa llo.nk of Par-. It 1o unllorotood tbo.t tbo total 

UOWit inTOl .. d 1o not 80,000 a o or i«inall7 reported but $52,000. 

li&Dlc of Po.racu¥ plana t o roait thou !undo by alr in noar tutUH 

in oovoral inotallaanto. iUll dotalla will bo turnlobod Dobaoo;r 

vblch will 1D turn tolacupb tbo Dapo.rtaont tor tho wo ..... tlon 

ot tho ~daral Roao~ llank &D4 authorltloo 1D H1 .. 1. 

J'BOS!I' 
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IVi 
Tb11 tolocra mot be 
paropbraood before boiDC 
c....nlcated to &DTOno 
other thall a Oonrna&Dtal 
OCOIDe7• (lll) 

Socrotar,r of State, 

238. Nq 29, 5 P·•· 

Dated ICq 29, 1942 

leo'4. l21l17 a.a., )Otb 

lataruco Departaut• • triple prlorU7 circo.lar llq u, II p.m., re­
CardiD& Treaeurr Departact• t control onr iaportaUon into tbo 1!Di\ed 
Statot ot dollar curr&Dc7 &D4 Departaont•o c1rco.lar Nq 27, 10 p.a. re­
cardinc reculat1ont aado ottoct1Ye b7 Braaillan OoYornaont tbio ontiro 
aul>Jeot d1ocv.11ed w1th Par~an authoritill and w1th ott1c1alo of :Balik 

of tho lep(bllc and tDll cooperation baa booD prcal.ood. 

Acccrdinc to condi tiono Par-an docr10 law nubor 5017, dated 
l•bZ'II.&Z'7 10, 191!1, Bank: of tho lep11bllc of Par~ 11 alroa47 tho oD17 
iuUtuUon 1n thh oOUDtrr which can buT &D4 ooll toro1cn omhan4i:o aod 
1o 11kov1oo tbo oolo iapcrtor and o2portor ot toroicn cv.rronc1ot. !be 

lntct to tho Dn ro&QlaUono 4riiiiD -.p 'o7 'froUIU7 Departaont that a 
contral bank: oal.T be autborlaed to 1>1q or ooU J.aor1can 'bclr:noho 11 
tberatore a4oquahl7 oOYered 'o7 eziotlnc Par-an loclolat101l. l'Drtho,._ 
11ore, Par~an law under ratorcc• prob1b1to 1ll41Y1411alo or tlrao troa 
boldiDC torlip o:rche~Ct or toro1cn currenc110 and all ouch not bo 
del1Yored to the bank within 48 hour• of real1aat1on. 

I haYI beAD 1ntoraa117 intoraod 1>7 the actiD& -•r of tho JI&Dit nt 
P~~racu.J that rocnlatiooe ooaparulo to tbott proalll.phd 'o7 Jlraall vlll 

bo aado etteotln baod1atol.7 vUb al.lovaoce tor •:rchlnc• law 110v 111 
operation. !be bank baa roqu11ted clar1t1catioD troa tbe !rtUIU7 n_.-~ 
act ao recar41 a tale of Par.....,... tobacco aado to tho 8p&Dioh tobacco 

aonopol7 in Noroooo 111 Karch tor wblcb P&Tll'"' 111 tho aa01111t ot $80,000 
1n cv.rroo07 baa alroa47 b1111 rooo1Yod, S'h11 11 tho flret iolld oD17 ouch 
tranoaoUon which vlll bo para1tted undar thool cont!.ltiono. S'bo b&Dit 'be­
tort liquidatinc thh dollar credit 1n par-an p11oo 4te1roo to kll<lw 

vhether npon tho baa1o of itt 1nYetticat1oDI ~ch 1n6.1catoo that th1o 

t ranoactlon "" lecltiaatl the troaoU1'7 Dop&M;oont will accept thio cu.... 
r11107 troa the J1an1t nt par~ w1 thollt preJwUce. I un4erotan4 that tbio 

tale "" arr&DCe4 dur1nc the month ot l(aroh 'o7 and vl th the approYal ot 
tho JI&Dit ot Paracuq 'but 1\1 CODWIIIIIl&tlon mutt, in YiOV nt recent U.tlop­
aODte, deptDd uPOil tho 4lapoo1t1on ot tbe treaourT Depart1111nt to acoept 
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t he ovrtllq. l He to :r--.4 noll uoepteaoe Will-~ be 
appreo1ah4 l.t \be Depubct ou oou.Ut W1\b !re&nrT ott1o1ale &4 
inioN tbe :la'buq 4at1DUeq ot their a\U\114e at the earu .. t pa10-
e1ble •••'· !be :labuq bu \be urca:r ... oe ot the JIAk ot rar.,..., 
that DO tll:r\her \ruuoUoae ot We trpe we lD \he OOill'ee ot llqlli-
4aUoll. U Withee OD ih cnm YOUUOD t o CO tO far U to prohibit all 
oo-ro1el truuoUou 111 tu.,tv.-....e 'Idle 1a. dollar ov.rrc01 h 1A-
• o1Ye4. ~ 

JIOfl! 

( 
• 

, .. -
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eant::K !fOSI sa;m 
U.S. SEC!Uil 

QPril. Ng. 2l6 

con 110. .1.3.. 

11\!orMtlcn rocoiftd up to 7 A.ll. , 25U1 Juno, 191.2. 

A n&v&l mincneepor ... sunk by airon.tt oft IIURMANSK on ?.4~b. 

~!loW. One ot H.M. submarines torpo¢oed and poao1~ ....ru. 
~ 7,000 t.on ehtp orr BttlOHAZI on ~th . Two Orotk aula11'1noa roport.ed a1nk1ng nine 

Caiquoa durl,ni rtcent J)lltrol in tho h.EXiL:AN . Thrue achoonore , two 110tor J.nunchor., 

two Ucht.trc , tL tu,a and 21 other craft nre loat a.t 108iWK, aoee or which IL1.Y aeon 

be usod tJy tM •n•"1· Sut:aa.rine att&cko - an 8,000 tol'l B:1.t.leh v'esel waa aun:C o.U 

\llZAlllllQUE on tho 11th. 

~. ~tl.ITAI!J 

.l&m.· 2)Td. · There was no 1arloua pro .. uro on tho SOI.LlDI 4etcndod 

l ocaU ty tboU.p aall parties ot ene::ao .-eru anc•..-1 a1<>na tho l'rt-ot throuchout U>e 

de.y, our mobUo CJ"'UPCI uucceodod: in keeping the on- to t.ho woat or t.h<t frontier 

wire. U11n onoll)' concontrat1on and ect.ivity appeared. to bo in tho &rca :liDI otlAR -

Liby.:tn CCHtnRZD. 

24th . In t.ha morning the cnlitmy wo.u ropo:·t,oJ 1n ao.o etrcngtb with 

) t.c.nka and o. total or 3 ,000/4 ,000 M.T. in tho aroaa oouthoaet or SCIIi7L:RZrN tmd oaat 

And IO'.lt.h of HAMRA. Tho cenoral trend of his IIOVI&ent ne out.warda and some pcl"tloe 

-:-ore Nport.td ltOVinfi northeast in the d.i.rection of Sl.Dl BARRA.!H. Our mobile un.it.o 

conUnu.td to ba.ra11 tho on..,.•s Cl.anka. Our forward t.roopo h&.,. bi-en witbdrawn troa 

U\e ~t.ior pooltlon tn. wbicb 1t01t ot the atoroa bavo boon oucco•stull.J evacuated 

<lnd ottect.ho do.ollt.l~, lnel.ud..ing n.tor polnt.c, e<:eplot.ed. 

) • AIR OPJ!&TIOOS 

!iESTI!!ltl FJlOI!T. 24ti>/25th . 21 uror&ft woro oont to ottock ST.MAZAI RB 

:oeka &nd. 10 t.o tntlll)' aerodromes. All r eturned eo.!'ely but. one craahed . Weather at 

T. NA2.A.IR£ wa1 Qood &1\d. t l\o ~~ajorl ty of ai r cr att a.tt.aclcod , About SO enemy e-iroraf t 

l'O!Jped bo•be over w-idoly eoat teTOd a roaa o£ t ho Midl.Mdlt"'"and ~«UJtom Count l e:s. "3 - -

10ro doatroyod and two ddmaged by Mosquitoa and BoautiChtort ahot down ~ more. 

J.mA. Bct""on ~ho 22/2) and tho ovonins ot the 24th our aireratt 

-bod loncllna pounda at Tllllll and GAZALA and laid aoo ainoo ott '!OIIIWK. On 2)rd 

.. lcbt. *ben &net Cl&hter boaboro Attacked, w-ith !;ood reeu.lt.e. "''*' concentratiCLe 

of 111.1'. ln the SCH.a.!JtZ.DI a.roe. and f'urt.bor dO\It.b, Uibt.or ott ...... sl•• patroU O'f'Or t.h"" 

front.ler &He. Mt no on~~~q a1.rcre.tt. Fna all oporat.1m1 2 ot our airCraft a.ro 

cdnl.oi. 
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4 enemy aircraft attacked our l&nding ground neur SIDI BARR.\NI, 

4 . HOMr. SECURITY 

,?l, t b/25tb. NUNEATOII. 11 poraon~ were kllled, tl:a Cane.l Uank 

broken ani a'>out 100 "touses dsmaged . 
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!NTISH IIOST §PillET y.s. sn;Rit 

91'fEL Ng • 222 

COPY HO. 13 

Followl.n& h tupplement.aey reaUM of operational nent1 conrilla th.t ptriod 18th to 25th JWIO • 

l. UYA!. 

Rlluian oulll&rineo oro now o~ratinc in tho BALTIC. Two s-!ioh abipe II&.., boon IIIDk and a Dlniob obip torpedO..S. Con10quontl.y tho Swedoa h&vo rtlnatlt­ut.ed coastal convoys. ProJected Oel'll&n transport -avements to the Finnbh and totcni&n Ooaot are reported de~od and all on- obippin& to QJLP ar BOnillA and wt..f Of tul.AKD routed t.b.1-ou.&h S-w..Steh tAJT1tor1&1 ntera. SCM unite of the Ru11ian Bleck Sta Fleot have boon corl')'ina out niaht bclobordmonto or onOII\}' poUtiono round SEYASTOPO~. Rtportod Ruolian len<lina at YALTA not rot cootl.noad. 01117 cno .. ,(four alutnc .-~) reacbod TRIPOLI durin& tho wuk llaldnc tho total t.onnacc arrivad U\ere durin& June )7 ,000 tone. 

Sutr.ar1nt prfare. Provialonal tlJW'&a tor WMk ond.1n& 21st. ehow a rtd:uct.lon in eb1pp1.ng loeaee. 21 ahips totalling 78,000 tona wore sunk by oubtDarv-r: Temporary a-uaponaion of aa.Utng r ·rom Weatern Cult of Mtldco porta and control of • •atllnaa troca PANAMA doubU••• J..&rcol.y account.e tor t.bJ.e. 'fbtf'O .. ,.. tourt.een att.aeka oa U-boat and ei&ht b7 surface cr&tt. Two bJ Ncb motbod are considered proaiatne. 1,116 ahlpe were convO)'ed of which 8 wore loat fr011 t.ll ce.ut~ea. It 11 ut!.J:.atod that 0111' aircraft eank or duoaaod about 40,000 too. or ..,..., sbiPP!n&. laporte into tho O.K. 1n coo•07 for tho -k endin& 20th .. ,.. 714,000 tone including 181,000 tons of oil. Total U. K. lmporta for ~lay ~ro 2,245,000 tone inoludina 1 ,190,000 tons or food. 

2. Jmi1'ARI 

Tho poaoibUitloo of Un.ltad Nationo atratoQ c1ur1nc tho next roar do­pend Dot only on our own produ.ct.ion but alao with irlei"Hai.na diroetn.,a on the CUI•u~• .. course ot tho 1\uaso-oorman wsr for the rorocaatina or which there ia l.itt.lo reliable evidence. Tho COII.in& OoriNll otfen~l•e MT wccHCl Wt.l&l.l.y in driving the Ru.asian.l back ~distance, but. how ta.r it. 11 lapoulble yet t.o est.!Mt.e. It e-.n only be said that t.he dtpth of the Russian dotencea SUiSOita VORONEZH...SVOBODA·KAmSX·Rivor IXI!IE'l'S U o pooaible llne oo wbicb it oi&bt bo cbackad aftor tho flrlt iopetuo ll&o botn expended. Tbe au.ccesa ot tba Ger.an otten.tYe wUl. 1D tvn pe:rhapa FO'f* t.o hue botn arteoted by the realetance offered durint tho past throe wooka at SEVASfOPOL which hu been more vicoroua and eucceastul than the Ctraana II&.Y bavo expocted. The detendo,.. ha•a ccnta.iniCl a rorce ot SODB elcht Gtrw:n Dlrlaloaa and ba"f'e not. oaly lAtllet.ed eucb loaaaa aa to roduco •terial.ly tho Ciorw.n troopl sube~uent.ly avail­able for their aaln attack, but alao dela)'od its start by ot loaet a valuable fort.­night . 

AS§AM and J3URMA. 1'bero wo.s no eont.act. wit-h the onomy. Small bodiot havo boon reported on the CHJNDWIN u tar nortb •• (2 IJ'OUpG allliDc) ) ailes nortb -t or IDW.DI. 

fAR EAST. No t.roop movemento of ~rtlcular lignitlcance wero Npol"t41d but the ceneral elori.nc...down ot J'apane11 aoUvlty 1n ClliTRAL CHIMA 11 conahwat with report.a that troope are t.o be wit.hd:rewn troa that Al"'fl t.o MANCHURIA. 
) , AIR OP!ii!ATI!!!!S 

!JSIPN mT. A Pocke l'ulf 190 l.Mdod int.aot on ono or our aorodrotnte arter • fl&bt with Spitfiru. our ni&bt rt&btore obot doom otaht oniiO)' bclobono. Two OQuadrono or 1YP!>ooo• o~ratad for t1M1 ti.nt t!Joo in a l"iptor -P· About nine hundred tons of boebe wore dropped on ~ 1n tht courao ot thrto att.acka. 151 ~i'I"Cra/t Of bomber COIIJIII6ll,d laid )61 8e& adft08 for tho leal of 01'10 al_rcra.f't.. 
J.Im. our licht bcloborl and tiptor -bore continued lntenahe ot­tooka on tneiiO' armour, .ech.anioal transport and cround forcoa l.n support ot our own troope. At nicbt a heavy -binc attack • •• oodo oo BlliGI!AZI IIABliOUR. AXle air aotirtt,. - apebodlc. On ,_ daro f" fi&l>t.mf ...,,.. Mt and oppoaition • •• •li&ht. On Otbtrs, epaolal atforta wert put torwa.rd to suppor-t hie srcund: attacks and. on lt.toh ocoaelone the nu.ber of ene., air aortill ... e-onlidtrable. 

On 17th thoro woe ea~oiallr pronouncad fl&htor ootivity wbio,h ceaood attor an effoctlve aurprlae attack on hie fighter base at GA.Z.ALA by boab--ca.rryina Klttyb .. ko. 
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COL99!!!. It (?ap.,Mro that. tho) authoriUu wore quito unabl~ to cope 
with tho oHuaUon rooultina !'roll tho R.A.F. bia attook. J:looraoncy foodina, first 
aid and l)vaoua tion moaeUJ'ea broko down and aoao pooplo bad t.o walk ovor JO ail eo to 
r~nd lodaing. B.A. and s.s. otrieiale doaortod tho city undor tho protoxt of ocoking 
OIDGr&oncy &ocolllll04at.ion tor the homolesa. Tho nide aro a&id to have placod heavy 
burdona on tht Ooi"'U.n nr aupply orp.niaa.t.lon an4 to ht.vo aorioutly dGHngod a-u:p. 
pliea of Ruhr coal and coke for induatry. 

mm,. Photograph& 2let ebow daMe• l>)' tire and bloat to ahedo &od 
buildinc• In tho dooke area and to l.ncluatrial preodooo in the toon OSIIASRIJC!t. 
Pbotocrapho 20th ahow an aroo or about 9 aeroo dovoototod l>)' firee which wcro ···-­burnina tho d<Q' &!tor tho attock. 

~· Tho R.A.F. loe-ti .. huot orpnlood ......,tlJ>- •f1Z"J artoc­
Uvt. On tht Hol"d .,.atea wblch wae alrkd.J cle•porate}¥ 1hort. of J.oc<.ot.hoa, SO 
bn.a bMn pu:t. out. of action. 

81.\ MINING, one of 0.J"M.ny1 a latoet. 1,200 ton aineanepeJ:Bfltted With 
ant.i-.. cnouc •lnln& gear woo eunlt l>)' .tno oo 116)' Uth. 

5. OP£!li,TIO!!AL AI!!CBArt BATTLE C,\SijALTI!S 

METROPOL!TA!! AREA. Britioh in tho olr - Sollboro 26, Figbtora 15, 
Cooatol 4, total 45, l fighter pilot ia aafo. 

(Key• (l) Destroyod, (2) Probabl,y deotroyod, ( ) l Demaaod • l 

(l) (2) (3) 
Boltbera 13 2 10 
Flahtoro ..JJ.... _m_ ....L 
'!'OrAL 27 2 18 

MlRDL£ £ASr inclndtng MALTA 

Br1t1oh Ill tho air - -bon 9, Piahtorl 24, Totol )). 01> the crcun4 -
S..boro l, F18htor• 2, Total ). l crow and 5 pUow ore &&to. 

Bo.boro 
Piahtoro 
'!'OrAL 

(l) 
8 

..1.L. 
19 

(2) 
l 

...1... 
2 

()) 
4 

..lL 
16 

FAR EAST .. Britioh pd Allied 1p tho Air - Tight.ore lS · 4 pilote sate. 

(l) 
N1l 

...lQ._ 
10 

(2) 
l 

....L 
7 

(3) 
l 

-"-
5 

NOl'l1 No account ie taken of on1111 o.1roratt dtltJ'01ed on tb• 
croun4 1n M:l t.beatre.a nor ot Britieb Maftl. lllirora!t caeualt.ioa. 

6. HC1J Sl&YJUlX 

Iftduatrial c~&aco - F1roll1 Eloetric C&blo .. rt. !AS!IZICill 2lat/22Dd. 
Eot1Mtod c1•111an euualt.ieo ror -k ood1.n& 0600/24 - lillod 46, Mri .... l7 -od 
42. 
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oAn June 25,1942 

FROM 

Secretary Korgenthau 

llr. Kamarok 

Subj ect: Summary or Mil i tary Reporta 

§!oond Front 

During t he past two weeks, particular at tention 
hea been paid by German reoonneiaeenoe nirpl snee to 
the Dover and the Portsmouth-Sou thampton ere88 • 
(Probably preparations t or invaeion of Eurooe are 
!fOing on in these areas). 

(U. K. Operations Report, June 24, 1942) 

The British are constructing a defense position 
i n the Kerea lletruh area ( t he originAl British posi t ion 
from which Wavell Atsrted hi s oampei~n s~alnst Grat lani 
in 1940). 

(U.K. Operations Report, June 24, 1942) 

Tobrult Harbor 

The he.rbor or Tobrul< can be used by crulsere, 
destrcyere, and submarines. There a re five moor ing 
buoys t or cruisers and rive t or destroyers. The estimated 
cargo capacity or the harbor ie 1,200 tone daily. Un­
loading is princ i pe.lly by lighters. 

(U.K. Operations Report , June 24, 1942) 

R. A. II'. ActivitY 

(Although the Royal Air Force ie now P'etting little 
publici t y, the bombi ng campa1!tn 1s still cont i nuing. 
Recently, the R.A.F. concent rat ed on the port or Emden 
t or three ni~hte and drooped altogether more th~ 1 ,000 
tone or bombs - or as much as was dropped 1n each or the 

•• .. 
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spectacular attacks on Essen and Colorne). 

The descript ion or SundPy nivht 1 s attack iA as follows: ( 
Weather •ae excellent with no cloud and only alight he~~. 
Ident i f i cation was g reatly helped by flares. The fires, 
smell at fi r st , increased as the attack developed end , 
finally, m~ny large fires were seen in the southern and 
wee1.,rn t•!!" s or the town and in the docks area. 

The detailed statist ics or the raids follow: 

June 19/20 
Jun~ 20/21 
June 22/23 

Totals 

Number of plAnes 
oRrticioAtincr 

19~ 
157 
12.2 

Tons or bombs 
droooed 

(eat .) 390 
325 
ill 

1,107 

(It 1s to be noted thst the svere~e weirht or bombs 
cp rried per bomber is now two tons, com~ared to one tone 
year ago. Probably two-thirds or t he tonnscre dropped is 
composed or 1ncendi~ry bombs. The Oermpns uoed the 
reverse prooortion in their bomb incre or EnglAnd. The 
British discovered that ono t on or· incendisry bombs did 
mo re dAm~e th~n two tons or explosive bombs. The R.A.F. 
ie now making use or this leeeon i n bomblncr Ge~Any) . 

• • • 
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Oftlce of StrateJic Serricee 

THE WAR TIDS WEEK 
With disconcerting suddenness Marshal Rommel's desert 

blit.l this week developed new power, smashed the resistance 
of the British, captured Tobruk, and rolled on into Egypt. 
Some military obeervera expect an early and powerful Nasi 
drive into Egypt and are unwilling to predict where the 

I ~=: can be stopped. Simultaneously the enemy waa 
I"( an iron ring about the critically important Russian 
caval base at Sevaatopol, whOfle situation is considered grave. 

Obeervera emphaaiJe that Tobruk and Sevaatopol would 
offer the Germara new advantage! for a possible deeeent on 
lhe Near and Middle Eaat, if they decide to tum in that di­
rection. The li!()CDtly reported GemlAn offensive in the 
Khnrkov sector would be a logical element in such a campaign. 

As the Na•is won fresh successes, Vichy moved nearer the 
collaborationist fold. Wbile P6tain had recently associated 
bimselt completely with Laval, the latter hae now declared 
publicly and in unvarnished words that be hopes for a German 
victory. 

In the Far Eaat the steady movement of Japanese foroee 
into Manchuria continues to suggest an attack on Siberia, 
but observers disagree aa to when it may come. The 
J&Jllllle&e camp&ign in eastern China baa slowed, but the 
danger of an early reduction of that are& remains Such a 
conquest might have far-reaching implications for the Chin­

e!Jort, particularly if the Japanese undertook a aerioua 
ecoJ>Omic blockade of China. Finally, a letter from Gandhi 

1 
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BIIClUT 
indicate that the Japanese have deepatehed to Manchuria 
during tho p88t month three divi!iona from Japan and two 
from North China. Of the numerous ,_rve units in Japan, ( 
eix divisiona are now ready for combat, but ten more will be 
fully trained by the beginning of August. 

On the OCC88ion of "informal wan" with the Russians du .. 
the p88t decade, the Japaneee were so badly beaten that 

observers believe that they will not dare to attack until 
attain a numerical superiority of two to one. Although 
superiority in numbers and in quality of units is already 

substanti1~l, they are still far from reaching the above rntio . ., 
weather is more favorable to military operations toward' • 

end of the summm--a further incentive to postponement 
the campaign, wbich military observers qwte generally 

will begin some time tbis summer. 
Some observers believe tbat Japan may want to have 

operational planes available before precipitating war 
Russia. 'The Japaneee have made notable shifts of 

to Manchuria and Japan from the eouth in recent 
The Japanese have concentrated ground forcee in 

IM1mchm·ia primarily opposite the Maritime Province (chiefly 
against Vladivostok) and secondarily in the region south of 
KhabaroVllk. Forces on the northern and western frontiers 
of Manchuria are believed to be very light . 

The Japa~ in 1M Akutiam 
The objoot of the Japaneee in occupying the westemmoet 

of the Aleutian Islands is not yet clear, but may be more far­
reaching than merely to screen an attack on Siberia. Some 
observers believe that the Japanese may plan to occupy the 
A.leutians one after another in small hops with the help of 
land-based and carrier-based fighter planes. Finally, by oc­
cupying Dutch Harbor, they could seriously threaten Alaska 

15 
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