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REPCI!T !«). i 
(Oct.<>ber 16, ~942) 

-= 
£9NTRACTS tfl'I'H WAR SUPPJ,W zwmp PI S"'7P'®• 1942 

Quuti ty 

I tem Ordtred Value 

:3 ·7" AA Shells, tt.e., Q. F. 
Airplanes, AT-16 ( Harvard) 
Propollere, 1.2040 
Stationary Oxygen Pl ants 
Anhydrous Ammonia 
RC-1.48 R&cll.o Equipment 
40 1111 Cartridge cases 
Propeller Blades, 8930-) 
l!acldne Tool.a 
40 1111 PritMr 112 
R&cll.• S.ta, SCR-602 
Cu.anins Ditael Generator Sets 
lliaeellaneoua Items end Revisions 

~ September Contracts 

• 

1 , :350,000 
700 

2, 619 
18 

15,000 Tone 
1, 500 

1,000,000 
4,000 

Various 
1,000,000 

200 
4l 

l :3:3,750,000.00 
15,520,629.60 

2,985,660.00 
1,17) ,186.00 
1,050,000.00 
1,050,000.00 
1 ,020,000.00 

840,000.00 
801,000.00 
:380 ,ooo. 00 
240,000.00 
231, 64;3 .85 

10.885.818.:37 

$69,927.937.82 

Smc.IARY OF REPORT NO . l TO SEPTE@ER 'lO I 1942 

1941: To Juno :30 

July 
August 
S.ptember 
October 
November 
December 

Total !!l!. 711onths , ~ to December: 

1942: Ja.nuary 
February 
llaroh 

~u 
June 
July 
August 
September 

~ ~ .2 ~· January _!:£ September: 

~ TOTAL !Q SEP'ID!BER .'l9.a. )jg 

- Joint. War Production Committee -

$28,005,168. 55 

:31, 508,048.67 
82,792,761.99 
16,752,199.25 
57,99:3, 118.96 
6, 429,056.99 
5.228,988.00 

l 228.709.J4J ,OJ 

22, m,n7.17 
26,64:3, 349.03 

IM,838,67J.77 
55,478, 6;35 .24 
67 , 856,599 -29 

207 , 820, 550.37 
57.777,181.:35 
26,212,444·93 
69,927.937·82 

W 8.846.088.97 

w.m.432.oo 

2 
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Secret 

WAR SUPPLIES LDIIT!!D 
- ~TYPE 

REPORT NO. 2 
(October 16, 1942) 

( SII!!!!!W'Y) 

Secret 

Subcoomittee 

Yechanization & Wechanieal Transport 
Tank 

Tntel to September 3011942 

$ 87,564,291.17 

Gun 
Shell 
Small Arms & Small. A:rms Ammunition 
Chemicals & ExPlosives 
llerehant Shipbuilding 
Naval Shipbuilding 
Airplane 
COIMIUnications & Fir<> Control 
UnolasaUied 

527 ,5()0.00 
lll,4l5,502.25 
18l' 802' 626. 39 

37,933,447.00 
11,689,978 .50 

16o,l01 ,655.88 
20,085,000.00 

191,879,254.44 
68,691,449 .o'7 
351~.727.03 

$907 I 529 I 481.73 

Items Ordered in September, 1942 

It.em Value 

IIERCHAHT SHIP8UILDIIC ) 

tiAVAL SHIPBUILDitiG )l 
T.UIK No Contracts in Se,>tember 

SIW.L ARIIS & SIW.L ARIIS JJIIIUNITION 

IIECHANIZ!.TION & IIECHANICJ.L TAANSPORT: 
Sand Shields for Universal 

Carriers 
lliseellaneoua 

~ Revaluation ~ E&rlier Contracts 

GUN: 
--l"~be Forsings !or 40 lA! Guns 

Jldd Ravaluation ~ Earlier Contraota: 

61,200.00 
494.13 

lllO.OOQ.OO 

61 , 694.13 

3 
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Regraded Unclassified



Report No. 2 , October ~~ 1942: War Slq>pllea L11Dit.ec1 Contracts During 
Septelllber ClauUied by 'JYpe o! llunitiona Ordered - Page 2 

Item Value 

~· J ,7" AA H.E . , Q.r . 
40 1111 Cartridge Caees 
Primer #12 !or 40 1111 
Parts for Fuze 6251 

33,750,oot.Ot 
1,020,000.00 

380,000.00 
3.118.59 

~~~.1~2 ,118 .~2 

CHPJ.:IC:l.S ~ EXPLOSIVES: 
/.nhydreua :JlliDOn1& 1,050,000.00 
Nitric Acid and Oleum 61. ,82~.00 

1 .11.4.825 .00 

S..IRPLIJIE: 
Harvard. (;.T-16) and Spares 15' 520' 629.60 
Prepe1ler 12040 2, 985 ,660.00 
Propeller Blades 840,000.00 
l&iacellaneoua 201 ,087.00 

12,547 ,376.60 

CO!OOJNICATIONS §! ~ CONTROL: 
Radio RC-148 1,050,000.00 
Radio Set SCR-602 240,000.00 
l&iscellaneeus 68 ,124 .42 

1 ,25!! ,124.42 

UllCL/.SSIFIED: 
Stati enary OXygen Plants 1,173,186.00 
Uachine To.ls, ate . 801,000.00 
Cu=a1na Diesel Generator Sets 2)1 ,61.3.85 
W.acellaneoua 388.042. 6' 2,59),87) .51 

~ Revaluations tA Earlier Contraot,a: 142.~2 
2 1 ~2~ .oib ... j 

m CONTRACTS .!!:!, SEPTE1£BER, !2!t& 

- Joint War Production Committee -

, 
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Secret 
REI'ORT NO. S 

(Octobe.r 20, 1942) Secret 

The value of deliver ies on War Supplies Limited contract s for the month or 
Septsl>ber 1942 is approximataly $29.) million. This compares with a figure 
or roughly $29.0 million in August 1942. 

Delivery of Selected Canadian Kunitions Items to U.S. During Ssptamber , 1942 
Cumulative Total Percent of Order 

Selected I tem Deliveries Oeliveriee to U. s. Delivered to 
In September Septealber 30 Orders Septeoober 30 

Universal Carrier 612 
40 101 Anti-Aircraft Barrels 400 
40 JJll H. E. Shells ll6,108 
6-Pdr. A. P. Shot 41,988 
Harvard AT-16 Airplanes 16 
).7• Anti-Aircraft Shellsl05,008 
75 101 Smoke Shells C/R 35,206 
#19 Radio Sete * 
2" Bomb Throwers, Kk II 2, 403 
),7" Anti-Ai rcraft Bar rels 2) 
Loa Enfield Rifles, Uk I 8,000 
Boys Anti-Tank Rines 1,)50 
6-Pdr. Ouns, Ilk II 440 
6-Pdr. Carriage, l.lk II 4 
)7 101 S. A. P. Shot 99,990 
2" Smoke Bomba 0 
Bren Kaehine Guns 0 
.303 Ammunition 23,192,832 
2-Pdr. Anti-Tank Equipt~Bnt 8 
4 .5• H. E. Shells <~1,628 
Anll7drous Aoaonia ( Lbs. ) * 
Hexachlorethane (Lbs , ) 702,000 
2-Pdr. Q.F. Cart ridges 0 
Nitric /.cid & Oleum~) 1,102,685 
25-Pdr. Shell & Cartridge 0 

* Earlier Figures net Available. 

3,401. 
4,712 

1, 293,733 
402,365 

166 
1,040,375 

259,214 
7,828 
6, 671 
1,953 

47,402 
3, 517 

94l 
20 

366,469 
170,010 

5,904 
1)),768,930 

264 
425,991 

34,030,760 
7, 975,040 

486,261 
2,426,319 

71,402 

12,854 
18,798 

),000,000 
4,000,000 

1,500 
2,550,000 
1, 700,000 

ll ,950 
)0,071 
2,400 

100,000 
34,000 
1,000 

500 
500,000 

1, 000,000 
)3,000 

406,120, 000 
360 

852,000 
65,200,000 
9, 064,110 
1,540,000 
6,070,000 

612,000 

- Joint War Production Comr.dttee -
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Secret 
RBiPCitT NO. 6 

(October 20, 1942) Secret 

CAHADA' S IIUMITIOHS Pla>UCTIOii 1M S!P1'!M1!§R C<JD'A!!B!! IIITII POIII!CAST 
sept .. ber Production 

Selected Item Actual Scheduled 

~ ~ !!!!!£!! Septellber Production !!xeee4o P'on9Ut 

Ram TaDlca 
Universal Carriers 
40 UK Anti-Aircraft Guna, Complete 
3. 711 Anti-J.i.rcratt Guna, Ccxnplete 
90 1111 Anti-Aircraft Gun Barrell 
6-Pclr. Anti-Tank Gun Carria&e 
25-Pclr. Gun, Cocp).ete 
Bren llacldne Gun 
Browning Aircraft !lachine Gun 
Sten l!act>ine Carbine 
. J03 Calibre Ball /unmunition, ILk VII (000 1e) 
25-Pdr. Projectile, H. E. (OOO•s) 

290 
m 
220 
71 
84 

409 
88 

5.468 
3 , 580 
3,463 

93,396 
431 

~ ~ !!!!!£!! September ?roduct.ion Fell 1!!!!2!! Forecast 

Fairmilea ~otor Torpedo Boats 
~sander Roconnaieaanco Plano 
PBY Flying Boat 
Hurricane Puraui t Plane 
Cornell Pri&ary Trainer 
Valentine Tank 
Scout Car 
Armored Car 
6-Pdr. Tank & Anti-Tank Gun 
2" U.P. !lounting (Naval Anti-Aircraft 

Rocket ProjectLle) 
Boys Anti-Tank Rine 
2• Trench llortar 

(OOO•a) 
.303 Incendiary Cartridge 
.)03 1 .. P. Cartridge 
9 IQl Luger Parabellwn 
.55 A. P. Cartri<lge 
75 llll S. ;,, P. Shot 
75 II}.{ H. B. Shell 
7 5 l.fll Smoke Shell 
6-Pdr . II .P. Shot 
Anti- Tank lline, l.!k II & Uk V 
Anti- Tank Grenade, lf75 

2 
13 

0 
32 
l 

70 
55 
JO 

495 
817 

2,984 
m 

7,452 
6,690 

0 
24 
79 
0 

39 
244 

0 
0 

175 
TIS 
200 
60 
20 

185 
72 

4, 500 
3,000 
2,500 

82,500 
)82 

8 . 
24 
7 

so 
4 

90 
200 
T/ 

875 
1,000 

4,000 
400 

9, 500 
10,000 
1,500 

100 
100 
lOO 
lOO 
350 
112 
200 

'ltle Production of »erchont Vessels and /.nti-t.ircraft t_.ntion waa 

approxiJoately equal to forecast;. 

- Joint liar Production Committee -

Regraded Unclassified



Secret 

•· 

REPORT NO. 7 
(October 20, 1942) Secret 

Change s Between September let .!.!l!! October !.!!! !!l YJ! Canadian 
Uunltiona Production Program 

Changes in the Canedian llunl.tions program in the past rsonth are recorded 

below. The most iJDportant revisions concem the Cargo Veeael, Corvette, 

Bren Oun, and Lee Enfield Rifle programs, all of which have been s t epped 

up. Browning Aircraft !Lachine Oun output is to be cut sharply and the 

product ion of .)0 Calibre Ball Cartr idge is tc be brought to an end. Other 

changes are also listed in the following tables. 

Items for which Schedules have been Increased Between September 1 & Qctober l 

Selected Item 

Corvettes 
llineaweepers (Alger ins and Wooden) 
Uerchant Vessala 
Bren Ouns 
Lee Enfield Rifle 

(OO<)I s ) 
3" Trench J.:ortar Bomb 
Depth Charges 
.455 l.!k TII Cartridge 

Production Schedule for 1943 
September lot October lot 

38 
19 
80 

82,250 
)00,000 

1 , 200 
48 
0 

63 
53 

133 
100,400 
375,600 

1,500 
66 

10,600 

Iteme for which Schedules have been Decreased Between September 1 & October 1 

Production Schedule !or 1943 

Selected Item September lot October let 

Armored Personnel Carrier 
40 1111 Anti- Aircraft Oun Berrcls 
6-Pdr, Tank and Anti- Tank Ouna 
Browning .303 Aircraft l:achine Guns 

(000' s) 
20 1!11 H. E. and S . A. P. Ammunition 
• 30 Calibre Ball Cartridge 

J ,OOO 
18,000 
12,000 
54,000 

20,900 
9,600 

1,000 
10,800 
10, 500 
6,000 

7,250 
0 

In addition a rathe r large number ot schedules hnvu been sot back because or 

engineering and othe r difficulties . 

- Joint \Tar Production COI!Ditteo -
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OOPI 110. 

Q?!fJ, lp. 127 

In!ol'lla.t.ion r.co1YOd up to 7 A.M., 20th Soptombor, 191..2. 

1 . NbVN, 

tho ~onvoy to RUSSIA wnD duo at ARCHANOEL laat night. On the 18th 1t 

wna ntt.ack.cl by hit'l\ lev&l And torptdo bombcrft off .tho ont.rnnco t o l;.ho W"tll'l'E Sl::;\ Md 

ono U.!:$. "00 t.on merchant vessel w.no t.ortlOdood n.nd • unk. At loa.et. I. cnocor t\ircr&tt. 

woro Dhot. do•n . One ot H.lf. 4l"':!ed bonrdin& V\1110lD ..... a t.or-podood Md aunk anrl.,v 19th 

~th,;ec~t. ot i..ISOOtl. "Z1 or the crew R're roaauocl. 

Atl<>cks "" sh1;¢ns . Du.ring - .L.cet t.nro. Os.t• (U.t.b to l8t.b s.~ .. 
blr) lS ohtpe were reported torpedoed but.wvc~n 12th ~.nd 16th 5opt.oDber. 5 Ghip& 

{it-- U.hh, lforwoc1t.;n, Dutch, Greek and .o:t u .s . ahlp t>hlch lAter Neebod. port) 1n 

h CJLY OF Sf. LA"IU!'liC! . A O.S . ship in iioat. Atlant..io, a Brl.t.ish .. nd Dutch ship in 

convoy in C/,RtBBUill SEA . ) Britieb ehivo end 2 Pa.nMIM14n (one t\ l.arse tanker) in 

tho TiUN[DAD oreo , a Swodlah tlhip in the l'nEr!'tOl\'N o.roa o.nd 111. lArgo Briti nh tJ-ewler 

ln t.ha OOlttH ATtJil~'rtC. J.11toat nows of attock on out.wl"rd bound convoy is 10 uhipo 

dofinit.ol.y t.orpedood1 S ot rhi ch nr(l sunk, onu Gt.iU ,,l'lont. a.nd 4 re.1.ched rort. 2 

oth~r ship1 a!asins rro. convoy. 

2. !llLITARX 

~. The Russi.'Ul3 conUnuc t.h3lr .. t.w.c~a ln t.ho nort.h.:rn &)(! e~.~ .. 

'..r .1 uct.orl a.nd have etinod .:.c..; :ruccass 1t&f'1n.Jt. t.ho G :mn bdc!a<'head over t.ho 

IXlti nt. VQFDI£:Z.K. At. ST,J.IH!l.~ stroet. flt;bt..lnc conUnua. nd t..'1o Gora..nt at~.r to 

'>J A.Yine: ale. p~aa L.~ t.tu oltu.-.tloa 11 eontu.....d. ln C •. OC.I.51A t.l~.> iblsaian.:: 

~oo • .. w r .. :Jlat.lna •t.ron.f:ly !n tba *>ZDOr. :u ..,. -..nd n.ro oount.or att.oekin~ on t.hv 

l . ,UR OP...AA ilOHS 

},£S•r!HN fROt~1'. l8th/l9th. (I tot..\1 or )/l llliMO w~r .... Wd bUCCoJS~t't.l .. 

~o?t.h . 3 ~lquitoa . wit.h bollbs , r o'l<:hOd the WGU.IN c.r"'l but could not. t <!:.ntl!y th~ 

·.oil'!\ o-rint to COCiflht<l cla..Kl, Mot.hcr tto3('tult.o wna ohot dOt"t. 

Uth/.10t.h . 226 (lircn:..f't •'lre eont Ot.&t - S,;.AI\8PUCKfll UH, liti.IIC.FJ 90, 

Ul ho..vy. lnt.rudora 1.4 !IO;ttCH. d'i.llet.btr v ,ry good, U t)•\.btind""ro e.c .. u.r oW.lt 

t~. oUJtcllvc u:d f"J.u.ru.;; tfO:-kY. ~ 11. 'l rq U ~ . ...,_ on,. •·r'f lr.rz., u -

l "'""':lcn b.tli ~vw 1n th!\ I!~"''-""· OoU.y ~~:-- u voc:M.t ... _. end • .t . :.tr ... . 5 

I""""'·•• aicalr-a. S '.A&&JI xz-. . &.e-vy r.rou:r..! .,.,,,.. "·.J.- t •J.a .. lrlcetlon dU'ficult., 5 
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g m • •norrmm 
COP! 10. 

QW1. l e. 127 

In!onoatl«> ,...oh..t up to 7 A.M., 20t.h 86pt.o.bor, 1942. 

1. NAVAJ, 

T·ho ~envoy to RllSSIA ...., duo at AACHANQ!:L laot ni¥ht• On tho lat.h H 

••• nttookO<I by hie!> lovo1 and torpotlo bomboro orr . tllo ontrnnoo to t11o lli!ITS SI::A and 

one u.s. "00 t.on IDit-ehnnt veast~~l .mtt ~rpodoed IWI 1unk. A~ loo.et. 4 OCOI!ijl' airor&tt 

wor• 11hot. dmn. One of H.lf. armed boarding ve11elo wn.a 

eout.bwttt. ot WSBCIL ?.7 ot the crew nr. M)acued. 

Attoolto on lhJ.ppiDg. Ourinc t11o lr...;t thH4I ~· (16t.b to 18th S•Jrt<iilq 

bor) 15 ohipo • oro report«! torpotloed bo- l2t.b Md 16t.h Sop-bar. S obipo 

(B~lUsh, ~orwopr.D, Dutch, Greek Ol>d a U.S . obip l"blch loi.Or roochocl port) I.D 

h G'IL!" OT Sf. L.\I!RDIC!l. A U.S. !hlp 1.D llut AtlanUo, a BrlUoh •J>d Dutch lh.l.p 1.D 

con•oy in CARlBB&IN SEA . ) Briti s h ships and 2 Pan.....Ue.n (0110 a lorgo tonltor) I.D 

tho TRINIDAD orea1 a S...od.iah uhip 1n t he P'RU'l'O~ tt.roo. end a lar&o Britlah t.raw~e:r 

ln l:.h e SOtn'H A1'LfiNTIC . lA toat newo of attac.k on out.WIU'd bound convoy ia 10 !!hlpo 

dertnit.4ly torpedood1 S of l'l'hlch are aunk, ono et.iU ;lfloo.t and 4 roached port. 2 

othor thipe 111J.111n1 l'roal convoy. 

2. lllt.!W\Y 

~· The Rus&J..'\M conUmw tb::)ir att4c"• 1n tho nort.harn unci ccn­

~ eoct.on ClOd t.YO p:.inod o.ca: tNCcus a'Cnlnot. tho G l'N!.tl bridceh654 OYer Coho 

IXIi • • VOOOICI!2JI. •• STALIIIG!W) otro.t. NcbtJ..nc cool.it\uol '\Dd t.ho Gonoons a~ to 

IN •.lt1nc llow procre10 t.bough <he o1 ton Lion la OMI"wiO<I . In CAUCASX.. tho i!uaelGn:: 

ve •~1U NllhUna tt.ron.&ly 1n the MO'ZllCIC a..t-K end cro count..cr atl&ck:i.a...t:: on tht.J 

onaJ~I ot t.hw ~tatorn CADCASUS. 

1. AIR OP=MfiO!IS 

l!G3Tft ~t. l8tb/1..9tb. A tot..1l or :Ml ..S.nna "'<lM l n.1d uuccas:..L\a •. b 

.a.?t.b. 3 ClolqUit.ol, with boabd, r o:tebod. the Bt::Ra.IN nr M but could not i dont tty th~ 

town O"in£ t.o coapllto cloud, another Uoaquito wu 1hot. down. 

l9u./l!Ot.h. 226 oJ.r<>nt!t W9ro oont out - S..AJUli>IICX!ll 118, HL~IIGH 90, 

\ll ho.J."7. Int.ru:len l4 W:flCB . >rather yury &OOCI, , U p.•thtinchrre aecur ~t.al.r 

ld..ent.itied t.tho obJeoUvo .and f"1.o.N.G work..d" ll. 'It nr th •• .• .,.,. (XU) Y. ry ln.raw ox­

~U)VoJ 1n th.o c •c t 'C.<rlts. Odly ..o'tur·u ••• .J- vebUJ.tt' . .nd, _• ,.l. fir.t . S 

I"'•D•ro aiaa1n.a. 8.\A.RDt-\JI tti. He..Yy grour.J. la&~ •·J• ld.~l.lrlcat.ioo d:ltticult., 5 . . 
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8 onomy aircraft flow over TIHESIDE and TBESID£ dropping mainly in­

oondiary bombs. 8 others were probably sea minina. Ono wnv shot do•m, 2 probab~ 

do"troyod and one dnmaged. . 
J:lg!tl. 17th/18th. • TOB!WK wa~ bombed and a amall ship probably hit. 

1'/ellingtona 11ttacked J vossols north of TOBRIIK on 2 of t<hich explosions ner~ ro­

port ed , ono of theo was left stationary o.nd 10'!1 in the -:re.tor. 

18th. 2 liE 109' s woro probably doetroyod and 2 oth..rs da=god by our 

fighters, one or which 13 missing, 

\ 

9 
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OFFJQ: OF' J...END.U:ASE ADMINISTRATION 
FtVU1FTEEN Z2d STREET NW. 

E. II.--.; . 
.u.w-... 

/ 
YA3HINCTON. D. C. 

Honorable Henry Morgonthau 
Secret.ary of the Tro&euzy 
Treaeur,y Department 
WASHINGTON, D. C. 

Dear Mr. Socre~, 

During tbe week end, Mrs. ltl.ots 
wea k.\Jld enoup to sand .., a cow ot Mr. 
Ickes 1 letter to you of t.ll.e ~h, rdatin 
t o aeC111'1n6 oil refinoey equi~ent for tho 
Ruaaiat~a . 

She ilba asked ""' to give )'Oil l1li1 'tiowa 
on the lllllttor,· and I wisn t o lldvise tnat , 
in our opinion, Mr. I ckes ilbo u.de 1111 "c­
curate st.ateMnt r elat i ve t o tbe pert that 
his organization bas plo,yed in the lll&thr. 

With beet wishes , 

--

Regraded Unclassified



BOARD o,- OOVERNOR8 
o • ,.". 

FEDERAL RESERVE SYSTEM 
'WA. "INOTON 

Septeai)er 21, ~942 

Dear Henr)': 

I cal1ed you this art.rnoon to read you 
the attached p l1lss release, but, findinS that you 
were not in your office, I read it to Dan Bell. 

There were two .toriea in the l'lall Street 
Journal of tod~, one on paj~e 1 and the other on 
paj~e s. There wa.s also a brief reference to the 
some story on the Dow-Jones ticker tods;,r . 

Sincere l.y, 

Honorable Benry llorgenthau, Jr., 
SecrEtary of the Treasury, 
Washi~ton, D. C. 

Attachment 

11 

Regraded Unclassified



OOARD OF GOVERNORS 
07 Tt!E 

~'EDERAL RESE!f"VE SXSTill 

Statement for thu Press 

For immediate release Sept0111oor 21, 1942. 

The Board of Governors o! tho Federal Reserve System wisl:es 

to deny a report printed in the Yfnll Street Jourru~l of September 21 

t o the effect that Federal Reserve offi cial• nre contemplating some 

form of control of savings accowats . This report mey be interpreted 

t o moan that Foderal Reserve officials aro considering some inter­

ference wit'l.the individual ' s freedom t o use his savings account . 

This is not true . 

12 
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TO 

""OM 

TREASURY DEPARTMENT 

Secretary llorgenthau 

Vincent r. Callahan 

13 

OAft Bept.-ber 21, 

Red Barber, wbo broadcasts baseball g .. ea over station 

WBN in New York City, has sold nearly one- halt Dillion dollar s 

worth or Bonde throu8h his broadcasts. The latest actual 

ti8Ul'e 1a 1476,000. He has devoted two entire broadcasts or 

baseball g ... e to Bond selling. The tirat one brougbt pledgee 

ct $105,000 and the s~cond broupt pledgee ot $))0, 000. The 

cash 1n to date is 98 per cent or that pledged - a remarkable 

high. 

Nr. Barber starts hie program with an immediate goal ( 887 

$10, 000 1n the tirst ten minutes or play) to be pledged by the 

Red Barber baseball tans. As soon as the goal i s reached be 

d.oubles it and urges hie tane to pledge twice es much. He 

gives the totals between 1nn1nge, and wberever else possible, 

alWB7B add1ng • come on, l et ' s make it .ore•. He baa otrered to 

the tana autographed pi oturaa or the Brooklyn Dodgers and auto­

graphed baseballs. 

The $40,000 not accounted t or in the two broadcasts run 1n 

this t ashion represents the money pledged trom occasi onal Bond 

plugs dropped into other g .. es. 

Regraded Unclassified
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Tho idea or devoting an oooasional oomplete bal.l game 

broadoaat to Bonds has the approval or Barber' s sponsor, Old 

Gold Cigarettes. 

Kr. H. L. Petty, Direotor or WBN, reports that the 

handling or tbe details 1n oonnootion with tbo Bond selling 

bas necessitated aug)llenting h1a at~r, and also lllllob overtime 

on tbo part or tbe employees . • It bas cost us many hundreds 

ot dollars" , says Mr. Petty, "but we love it". 

Regraded Unclassified



15 

Barber Sell• 8100,000 In War Bond• On Dodger·Citwt• Ball KMBC Kicks· IVLNH Boncl Club Has p...., Book 
Came Bro<tdcaot- J>/Jone Calls Swamp Board A I Radio Stalio11 WillY Oft In y icrory For .0./XIllu •• Bond Pwrdtru<1 

................ _,_ 
..... ~...!·-'"' ......... --·· ··--··-··--...... .... .. _ .... _.f, .. _. __ ,..._ ...... -----_ ... _ ... __ _ ..... __ _ 

' __ ........ , ... _ ·---­-----­__ .. __ ,_ 
·----~ .......... -... _ _.. ...... - ... 

T e ll s 

8a•·ll<r·SUJO,(IOOIVur8ondS..""8'~ Feud on &nd ••••-...,,.. . , .. _...,..., 
-0.., ... _ 
~- ..... _._ ... ____ .. 
-~--- .. ~----­...... - .. 4 --........ --------------........ __ _ --.. ~--.. -

·---· -~~ -·-­.. .... - ·· -----
"'=-... ---· ...... ~ .. ....... 
.... - .. - .. 0 _... ,. ...... ...... l,-,..;~;::;;::=J ------· --------·--· -...... __,.._._ ... --- •1., • .,.__ --·- .. --._ ·------ ""--.. .... -·---··-·--: ..:::.:~.-= :.::;~-=-....::. ::-::..:::-.. :.: .:·:..t 
no._ .. _....., ... ~ .... .,....._. __ 1 .. _ ·---· ... ··~·- ... .. .-.... - ........ ll ........ _ .. _ ..... _ ...................... -............................ _, .. _ ..... , ... ,.. __ ... ___ , .. . 

•• ,.,.,_ .. • ,_,.. ... .,,#I olio"......, -~~-..,.- , .. •·• o 

•!!.::'" ''"'--4 .... ---·-......... ---··-· ....... _ .. _ _.,.._ --.............. _ , .. ___ ,._ IJ'SA ·1//m• "StriNIJI '••m ""'"t•ml••r 
Qlf t'lmn•rtt~III•Jml It ''~~m /fir &1lr• ..... - ,.._..,, . _., ~-. ...-._, ..... _ •""''_ .. ......, __ -

-:::..::...~ ... -.. --..;:;~ .. ~_ ..... __ . _ __ ...... _ --- _..... .. -·------ .. -4--··· - .. ------·----_ .. _ .. __ -

--- ... --·----­"":""::.-·------·-·­.. --·····-·---·{'- -· --·-
__ ....... _ ..... ----·-­---·-··- ·· ·-·---·::.::: ............. ·- .. -------4·-·--·---· ..... _, __ .. ___ .......... __ .. _ -.- ...... -__... ... --·•""'' ._ .. ,_ __ ... .. - _ ........ ----4-·-· ... -.-. ...... . Regraded Unclassified



BUY BONOS • SUY BONOS • BUY 

HDHII Sells UIIIR BDDDS 
The inaup;un.\ Pinsburgh \'rO&fam in lhc new .series d~-*·- -'"' h 

. , . . ~CUt._..,'""" co c t sate of Unuc~ :>!>~<> Wu llonds woll be publicly p<acm<d 

GRANT STREET PORTALS 
CITY- COUNTY BUILDING 
Tuesday, July 28, High Noon 

I'FNNSYLVANI ,\'S OW' N 104ob C AVAL RY llANO 

N')llto.j~\11\1• IIA1111. ll.~ "'..,lliot:MI• ........ -lk ... -•""1:; .... 
fllllN Itt•" ' .. \\' rw-... -....... 

-·~o_ .. __ .... ....._ "'"--
Jtfll(~ ,,,.....,I~ I ....... _..., .. ....... .... 

"-- .. - . .. - ..... '"--~ o.u. 

•411flrlf' .,..._•,_I J..,c., "''""'•ktft "•N'-o.-n"'r"•nMtlt. ......... ...,.,.. .... ,...._ 
' ..,..,", .. ,. .... ., ... , "' ''•".PO.rlw .. ,,.,.,_ ~. w .. _,......,....,.._.___ 

. .-~ ... - ............ ~ ............. .,...u...... • .......,. .. l , ...... ,_.. .. .. 

W fSTINOHOUSf K D K A PITTSBURGH 

BO NDS • BUY BONDS • BUY BONOS • BUY BONOS • BUY BO NDS 
Regraded Unclassified



WCK! II II( 
IN:Wu.tff~ll\ IH,.IT HI_,., II• 

t1VIW£'t no&~ WI llll'il.' 
1/tlf .H/J'o +Ill till., .. 

·.,.. 

.....,.._,_ 
,_,___.,~ ,...,,_ 

..,.._.~ .. ...., ....... 

-··~-- .... -- __ ,. __ ·-
=~:. .. ·;:-F ';.~ 
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STAFF NEW S1 

_ ..... --~~====::==~~=-
Points Arc Stressed To RPach Ttwrs11ry Olljec·li rv> . . . . . . . . . . . ---..-...-- - _... .. ~ __ .__.____ ------ .. . ... ... __ ..... .._ _____ .. _.. ___ ...... 
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TREASURY DEPARTMENT 
INTI:It OJI"''1CI: COMMUNICA'TlON 

19 

DAft lopt, 21, 18'2 

You will M intor .. t od to ll::aow that wo ht.n, at 

your roquoot, plaoocl tour Im''l W. PI<IIft pootoro, 

oapoo1r.lly troaocl,i.a d1ttoroat locr.t1oao in tho llldto 

Bo\lat • 

You will t.loo bo intorootocl to kn"" tht.t wo aro 

uldJot; a opoo1r.l d1otribut1oa throu&)\ Jlla1rt.l COllard'• 

ColiOftittoo of t.ppron.atoly 1000 ot tho .. pootoro 1a 

goTor~ont build~•· Thio 11 1a t.dd1t1oa to our ro,;ulr.r 

01otr1ot of Coluabia diotr1but1oa, 

Regraded Unclassified



TREASURY DEPARTMENT 

INTP oi"'''Ca COMMUNICA Tlotol 

20 

........ Sept.. 21, llM! 

TO '1'1£ S!ilCRh"TAl!I 

•ftO M TED R, GAIIBU: 

You reeentl;r sent • a note with regard to a akit 1n tl• 

Ne• Prioritiea •- 11hich you raa4 about 1n Leonard Iqona• 

colUIII'l• 

Tt. in!o~tion coat.ained 1n Mr. Iqon.s 1 colum - • correct. 

11r. Pattereon and a cow.l. t tea ot tour people called upon llr. 

Clifford Fiacber, Producer or *" Priorities ot 1945 and t. 

as reed t o withdraw this number troa the aha-• 

Regraded Unclassified



TREASURY DEPARTMENT 

I,.,.... O I"PlGa COWMUHI CA110H 

....... 
Secretary :Morgentbau 

September 21, 1942 

,.. .. Randolph Paul 

VIe put up the subject of outdoor advertising 

but it was voted down 18 to 1. 

21 
.I 

.. . • 

Regraded Unclassified



I 

5 

Dall~ 

11.6 
111.7 
18.) 
17.1 62.5 71.2 
19.2 11.7 1).1 

119.11 1)1.1 111).) 91.5 

iU 11111.11 161.1 15-5 
16o.l 19).4 1).1 

19.6 110.4 220.6 11.1 
g.6 119.9 2)9.2 79.4 

}5.5 225·5 272.7 82.7 
10.7 2}6.2 211.2 82.0 
21.9 251.1 )07.6 2·9 
1z.6 275·7 }27.2 .) 

1 ·~ 292.2 ~·1 1).5 
10. )02.5 ... 82.1 ,,,, 

~·7 4 .2 
457.1 
411.11 
497.4 

~·7 .2 
570.0 

Woo of VaUe4 "aho oa~ \o11b 
lcp\-r 1 \ll.ro'GIIl llep'-l>er 19, 1~ Co_..,. ¥1\lo WM 4'10\a for- pvla 
(A\ ioou Floo 1a alllloao of clo1lozo) 

!)all~ I 

• 7.5 
9.1 
9.11 101.1 

10.7 ~.1 
10.7 • o 

18.6 66.7 51.1 1111.1 
6.1 72.7 67.1 107.2 
6.) 79.0 76.7 10).0 
7.2 86.~ 14.4 102.~ 
4.) go. 90.1 100. 

1~.) 1o4.o 99.7 1011.) 
.9 1011.9 105.0 10).7 

12.1 121.6 112.1 101.~ 

Z·' 
1)1.6 119.2 110. 

,:, 1~.9 125·7 109.7 
1 1.} 1)0.5 101.) 

1111.0 
147.0 
155.2 
16).4 
171.0 
176.6 

111.7 
195.5 
205·0 

Dal~ 

• ~.2 • 19.2 
.6 11).7 

27.7 71.1& 
21.5 99.9 
29·9 l2g.l 

67.~ 197.7 
19. 217.1 
22.7 
26.1 

2~.1 
2 .6 

1).9 210.5 

41.9 329.4 
~.6 345.1 

.6 ~9·7 
27.5 r.z 
22.1 ~.0 
1).7 ).1 

ttpoo aro topooUo with tho hoanror of tho l1al.to<l &tatoo Ol> acooaa\ of proooo4o of oaloo of 
VaHo4 Statoo aorlllco \oll4o. J'tpoo haft l>lo~> rou<lo4 all4 v1ll ""' ~>~cooaart~ o44 \o \otalo. 
~ta taltoo tato accOW>t llotb tho <lal~ troll4 cl.wl,. tho woalt all4 tho ..,,.t~ trillA brtac tho 1101>th, 

• 21.1 11.1$ 
51.1 15·5 
11.9 17.2 

116.6 15·~ 
1llo.5 92 • 

201.11 91.2 
2}6.6 91.1 
270.1 18.8 
)05.0 17 .II 
)29.) 15.2 

372.11 1!.5 
,,.2 IT·' 
19.7 90.5 

11116.1& 91.2 
1175.1 go.l! 
1195.9 •. ,., 
5llo.6 
~62.7 
591.1& 
620 .~ 
652. 
674.0 

721.11 
71111.7 
775.0 
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5 

8 
9 

10 
11 
12 

14 
15 
16 
17 
18 
19 

011!111 HA!D IAVII08 liOIDI- !O'UL 

CQMFIDEHTIAL 
23 

CoiDJ)arhoD of S.:pt••l>n •al•• to date viti!. oaloo 4ur1J1C tho 
aaae uu.'bor of l>u.i~>e•• daf• in ~t aD4 July 1~ 

(.lt Ia ouo :prlco 1D tllou....to of 4ollaro) 

hptaa'bor 

1942 * 1~,162 * 19,162 • 26,267 • 28,1118 p·a!> 
2 .558 4},720 65,0}2 52,687 7.2 
27..702 71,422 92.055 79.~4 n.6 
28,482 99.9o4 117,890 126, 5 saq 
29.880 129,7114 158,}41 157 .6o5 82.0 

67,950 197. 7}14 196,524 201,056 100,6 
19,}67 217,101 220,742 24o,974 98.4 
22,709 2}9,810 261 ,763 28&,729 91.6 
26,807 266,617 277 ,0}7 }24,856 ')6.2 
1},926 280,544 }01, 761 372,020 9}.0 

48,890 329,434 }24,518 4o2,122 101.5 
15 ,6}2 }45,066 35},022 435.929 97-7 
34,6}1 ~9 . 697 ~5,852 467.599 10}.8 
27.5}8 7.~ 7.659 505.257 99.9 
22,6!>? ~· 422,209 527,186 101.9 
13.7115 }.789 llll9.965 58Q,II4J 9$.6 

.111 flpreo aro clopooito vltb tile t'reoouror of tile 1hl1 tocl Stet .. OD 'aee.,.....t 

of :pr oceab of oalu of 1hltt eel Ita too ••YiDco l>oD4o. 
rtcur•• hotn 'been rouDCle4 to neor .. t tbouoe4 oncl vlll not naeeuarlly &44 

to total• . 

Regraded Unclassified



8 
9 

10 
11 
12 

14 
15 
16 
17 
111 
19 

CONFIDENTIAl 
24 

UII!ID IUDS UTIJU8 BOlDS - IIIUU r AID G CC»>l!IDD 

C<>aparhon of Soptoal>er •loo to elate with oaloo 4urtnc tile 
.... nwol>or of l>uolneoo 4&7• In Auco•t and Jul7 1942 

(At 1 1111.1 price 1n thouololl4o of 4o111U'I) 

Soptul>or ~·t 

1942 
• 7.528 $ 7.528 ' 12,222 • 12,597 

9,811 ~·}39 28,1110 21 ,~6 
9.g97 • 735 41,258 ~· 1 

10, 78 37, 414 54,1~ 9 .175 
10,713 4&,127 71.552 62.561 

18,550 66,678 84,77l 54,1113 

6 ,072 72 . 749 92.56 101,585 

6.279 79,029 lo6.782 124,568 

1 . 2G5 86 , 263 112,171 141,618 

4,3 2 90.6o6 120,974 162,232 

1~,}47 10}.952 127.375 176.590 

,915 108,867 1~,119 191 .991 

12,776 121,643 1 ·~72 205,8,3 
9,917 1}1, 5/iO 153. 96 221,1 7 

6,}34 137.893 158,309 2}0,842 

3.361 141,255 168,415 252.731 

61.6~ 
6o.2 
61>. 8 
69.2 
67.} 

78.7 
78.6 
74 .0 
76 .9 
74.9 

81.6 
79.4 
86.7 
!5.7 
87.1 
SJ.9 

All t1cur•• are dopooito with tho fret.ouror of the United Statoa on ..oooUilt 
of proou4o of .. 111 of Un1to4 State• oaYIIICI l>on41, 
liii\U'IO ha .. been roun4a4 to uoaroot tbouololl4 ud will not noceuiU'IlY 1144 

to totalo. 

• -
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8 
9 

10 
11 
12 

14 
15 
16 
17 
18 
19 

lTilfiD Sti!SS SUIIOI .BOIDI - Slit• S 

Oo11Par1oon ot Soptoaber oal.oo to 4ata wi\b oalu 4urlac the 
oa»o nuabor of buai.nooo 4a7• in ~o\ aa4 lul7 1~ 

(.t.t 1uue prloo ill tboueaa4t ot 4ollaro) 

Soptoabtr ... ,..,., 

• 11,6~ • 11,634 • 14,()114 • 15,821 

14,7 26,}!1 36,222 3(), 701 

18,~ 44,687 50. 797 47.523 

17, 62,491 63.785 77.320 
19,166 81,657 86,7119 95.oll4 

49,400 1~,057 111,7411 116,643 

1l,295 1 .352 128,176 1)9.390 

1 ,4}0 16o,7S1 154.981 164,161 

19.5~ 180,}54 164,866 183,2311 

9.5 189.938 180,787 209.787 

35.544 225,482 197,143 225,532 

10,717 2}6,199 215,~03 243.938 

21,855 258,054 2~, Sl 261,766 

17,621 275 .675 25 ,163 284,111 

16,476 292,151 263.900 296.344 

10,384 }02,535 281,550 327 '712 

tho 

cm!FIDENTIAL 
25 

S2.~ 
72.8 
aa.o 
98.0 
94.1 

117.3 
112.6 
103.7 
109.4 
105.1 

114,4 
1~.4 
11 .4 
108.5 
110.7 
107·5 

olon ot &otoaroh and Stat 1ot1oo, 

.1.11 tlcur•• oro 4opoo1to •tb tho treasurer ot tbo Un1to4 Statoo on account 
of procoo4o of ta1oo ot Un1te4 Statoo oavlngo bon4o. 
J'1curoo bAn bo01> roun4o4 to noaroot tbouoan4 aa4 will not nocooooril)' &44 

to totalo. 
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Septnber 21, UU. 

111 dear Ill'. P.clers 

I haTe notioed rour oolu.n appearing ln the 
lorld•'felegr .. of laat Frida, ill whioh r ou dhcuued 
the aub ject of the oredlt tor dependent. in the lnc­
tu law. 'fhla h a •tter aa to whioh there hat al­
wat• been, &D4 probably alwa,a will be, rather wide 
dithrencet ot opWon.. Soae han taken the j)Oalt1on 
whloh 70u appear to take that the oredita outht to be 
regarded aa allow .. oea adeguate tor the tull aupport 
of t ho dependent.. I aoubt, ha.tYer, that the Con­
greu hat regal'4e4 U... aa 11111'1 thaA a .. au of 
llp tenlDc the tu bur4an ln aou degr" tor tho11 
who han othera cloaely related to thn dependent on 
thea tor support. 

I haTe _,aelt tiraly reaiated in the raet efforts 
to aln~•• theae oredita, aa well aa the peraonal ez­
nptlou, ana onlr the nt,_l7 urfent nee4 tor new 
tu reYenuea on a broader '-•• to t .nance the war hat 
indlaoe4 .. to adYocate lowerinc th-. 

26 

One paragraph in rour letter, howeYer, eeeae to 
.. aoat aerioua ln ita iaplioationa. You write, r•· 
!erring to a atat ... nt of the Preaident on tu aYoidanoe1 

"Thla orn•d up t he aubjeot and it ... 
reYeale4 tha the Treaaur7 i tself waa the aaater 
ah7ater of the country, akilled in a baffling 
r•rrtoire of anlde trioka and interpretation• 
an operati"' under a fized policr neYer to 
gin the t&Zp&Ter an nan break, unleu he 
happened to be a regional king-aaker of the 
1'Ullllg p&rtr, auch aa Ed bll7 of Chicago or 
frank H&cue of Jer117 Citr.• 

I ea uturallJ concerned about two plain iapllca· 
tiona of t bh atat ... nt. One h that the Treaaur1 11 

.. . -
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UD!air 1D it• treat.eat of the ordinarr tazp&J•rl 
the other that •~ taxp&~•r•J•t preferred treat­
.. at beoauae of their polltio intluenoe. Frankl7, 
I don't think either of theae ia •tair enough• 
or juatitiabb. 

In the nearl7 fue r•ar• that I han b"n Seore­
tarr of the Treuurr there h no one utter to which 
I ha•• &l•en ~r• aireot pereonal attention then that 
ot fair ana equal treat.eat to all taxp&Jera 1D the 
adalnietration of the law. I ha•• repeate41T aakea 
taxpa¥er1 who bell•••d thaaael••• to h&•• been un-
juatl.J treated to brina their poinaao11 cUr .. t1T to 
... lxaalnere and 1nTeetigatora ha•• been 1netructed 
to dlaregard coapletely all queetlone of power and 
influence • whether poll tical or otherwh•• 1n the oon­
aideration of tax oa•••· I bell••• thee• inetruotioDI, 
reinforced b1 the inatruct1one and the deoieione of 
eo.alaaioner Be1Ter1na, ln whoa• integritT I h&•• the 
~•t ooaplete oontideno•• ha•• been taithtul1T followed. 
It there are 101 inatanoe1 in wbloh ther haTe not been, 
I ehould 1101t llnoen1T like to know about th•. A1 rou 
!mow the Treaaurr h forbidden br law to dbclo11 the 
aaount end eourcee of incom. reported bT taxparera (ex­
eapt tor a apeolal pro?ieion ae to h1Eh ealariee recei?ed 
fro• corpontlone) but we do wlco .. IntoNation ot anr ' 
ltind that M:f lead to the dhconrr of uncliaclo11d i.n­
coae or of ID1 injuetlce or diacourtt17 to a taxPIT•r. 
I think 7011 lmow troa your own raoent experience that 
thie 11 true. In thh conneotlon I want to thank 7011 
tor the data 7011 reoentlr aupplied to one of our agenta, 
whoa I authorleed to call on r ou in reaponee to Jour 
letter to Kr. Ir•T· 

Joraall7 we expect oritioiaa of the adalnietration 
ot the taz lawa. The lawe are intricate, ther atteot 
~llione of peorl• and there are neoeaaarllT borderline 
decleione that eaTe rooa tor erguaent. Aleo ~at r•· 
•i•••r• and in•••tigatora are, I think, oontinuoua1T 
couoioue of the taot that th17 ara dlalina with the 
publio'• ~n•r and that th•T can't .Ue th-elne goo4 

• • • 
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fallon at the Ooni'DlHnt'a expenae, ann tor the aake 
of creatine good will. 

It h '81 hope, howner, that 1n t be .. ta .. , 
critlcha b7 un of TOlU'Jreat lnfiuence will be au1-
ticlentl7 epeoitlc and • ticientlJ .. 11 baaed eo that 
lt will help ue ln correcting our aletakaa and our 
011iuiona. 

We ahall haYe a terrific Job ahead of ua to handle 
collection• under the new law that ie now ahaping up ln 
the Senate Finance Co.alttea. It will probabl7 ••en 
•- 40,000,000 retunaa aa agdnat 2? ,000, 000 thh 1•ar 
and len than 3,000,000 & few .fiUI ago. We ahouU 
like to be able to unaart&ke the Job in an ataoaphere 
ot cooperation rather than one of raaentaant and ill 
will. And I feel aura t hat we ahall haTe to lncrtalt 
taxea atlll further. I ahould like to ban rour help 
with that probl .. , too. 

I ahould appreciate it it 70u would drop in to 
'" .. aoaa tlu when you are in 'hahin&ton. 

SlooerelJ, 

(Sil.'l>od) H. Mnmonthou . J r . 

Secretar7 ot the Treaaury. 

Kr. W.atbrook Pe&ler, 

Ridgefield, Connaoticut. 

28 
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TheDNews 

SEP 19 1M2 

~e~ t'Jp~J! , SEP L I;J'2 
,..-:;.::..;.::,;· -:...., TORI<. - ,.._ ..... ,._., 

. ..UOW«S Wt4u &he In·· 

'b;l.'i.ii.O~,.i. Aa. tor &h• &UPPCW' ot ~ dt:pt:rwknu .. t400 pu 
now propoltd co rectuc. 
co stoO and tt'tft to .. 

AU Ul.-. fJI\Iftl , ift-
ui.IUnr n.~.e, a.rt h.nN>­

lrloonMaunt wllh tht .co­
ot IJte, and with the 

•tandarda of the Ntw 
~ld M flU' ""ter ~ 

with the taU and e14.bu 
...._ ... ,,,.... Lhe auowanoe aJtocelhu or " .. 

Cl'.i«! I\ ~ a '*D tli'Ql'e ot 11 J'!Ml &o Utp a ll'l't, tOtt aonte­
IIIJun aM. botln-tu Umt, U'lc ptlndj)l/t lha& \he wppon 
or OM ~dUll bJ' anotbu 1ft cmaln relaUOtl;t.hJpa k a 
buwl datJ, aDd a PQblk ~m .. 

Hc>Wy t'l'tr bellt•ed lbaL MOD a ~ W't.l a ru..-..~ 
aUowaou tor 1M ~ ot 6tpt00tft\- n:a&UTM. 1'tlrt 
~ II Mtow the staDdatd wbkh Lbe tft-1' Dtakn &bUD· 
M1YU. ln. thdr ~ o'ttr one·th.ltd of Lbt Dalkm. 
rtptdtd u wretched po'I'U'LJ. Now, wl\h \he COtC- ot 
UYint riltn and likely Lo rile a.UU moN, ll b Lhe mort 
dllt~GMMC.. •nd a redu.eUCn \0 tJOO or 1110 would be ••eo 
tJlO•'• loau.Jt.lna \0 the people'• lnl.eWi tnct. 

nil• tort or dGina mates people cynlcal a.nd. lmpUn 
lhtlr !fl.llh In their OOvt:rruucnt, and U1ey would be bdM:r 
lmJM'tiMd 1f Ooncress we~ to &a)' thaL t.he whole pdne!ple 
or deduetlona 1a out &.he wlndow, or ~t.upended unt.tl tur­
thtr no4Jet, bec.aU&t the TreUllr)' netdl UM montJ to P.J 
lor Ult war. 

• • • 
T'.IJ:R& 11 oo ttlaLiooabip bttW'ftn OW people and Wlt 

(Jeftmmtn\ Yhkl'l has ctakd U Jnudt I\UI1 IHll:r.!C 
al tht opua\.kla ot the tncome we. Prt.Pckl"'t JtooetTdt 
ONe maiM a ~ speed~ a.bou\. dttwlhf&d ~­
~ttl on w ahtp ot "*'- who e'1141d ~&U:t b1 dtTtt UWe 
w:hrmn bafinc w c:oJor ot lf:p.litr. -

'11\b: epentd u:p lbe .ubjecl a.n4 u ....... .re\'Sld that tbe 
Tr'f'&ll.lrJ, tt.ldf. wu tbt muter ah7J~r or the eounU')', 
t>kiJiord tft a bf.t.ntna rtJ)er101re of a.rddt trk:U a.nd Inter· 
prttatJoru, and opat.Unr under a lind pollc:J new:r w 
th·fl tht t.axpsyn an enm break, unk!u he happened to 
!)(. • ttttonal klnf ·'Mt t er ot Ule rullnr part..J, 1ueh a.t 

By Westbrook Pegler 
ad. Xt.llJ or ChkaCO • rr.nt Racue o: JftWJ CS~;J. 

'Ibe a:ttUra.r7 t\rUrt Of MOO d~ tor Nth dt'pend• 
CD\ ia rn.IICina~ onl)" ln &he etM ot (a.mJJW llfln& 
modt~W.f, lf DOL lh poft'rt.J, under 061 roor. It 11 ftOl 
wt.Dc:lmt I« u,, WPDOr't or an qed parma. tor tumple, 
U¥lnr 1D h1l or her own qua~Ura. 

In ~ CLM Of a depen(Sent ehlld ~ a)~·ance atopt a\ 
the age or 11 whlc:h, In nonnal Umta. and aa.tn dUne U1e 
He·• Dea.l'a own I<Ltll on eduet.Uon and rootb, Ia Juat tht 
um.e wbtn Lht younp~r·a eost.s &o up. In lhl• U'f1't hu 
been a dlr\y d l.4erimlnatlon acatn.st Lhe Pf:r.tOn or wtll• 
cl.ent &&~tnt, dlll'tn()CI and/or hldt lb eun a t&J:.·btll'lna 
Income. At 11, hl.t tldl are •med to be rrown and tullJ 
duet.Ltd and t btt CD ahttt tor WmsdTtt But the cbU· 
dtm ol dURnt Ln tM JUb..L&Jalllt lncbY art btkt 10 be 
IDOre or leM btlplit:u Md 1n l'lftd ot po)tlk aaisla.ftce tor 
tNtr ~Uca co UM .,. of zs.. 
~ L1':lt fte'mlut Art hu bHn a::t1Ur&rll1 ~ 

t)'D1caJ &::14 -.uw tn ~ aA7 dl6lldloe •• lht 
auppor1. or a arown bill .-bollJ" dtpn.ialt nau" ~ 
UM ..,. ot 11 but a110rt ot old ace. ttn1e11 lhaL 1n41TI4t..a 
a htJ:p&ea from IDnta or otbtr ph,nkaJ a..trucckln. r. 
oampt,r, an adUI~ Ol'ft' tl Olaound heal~ Who 1.a a t:harp 
on the lnoomt and con1cJmce of a Y.ap~.Jr:r btca""' 01 
t.memptormtnt. U noL r~ as a dtpendmL. 

• • • 
P 'I'HBR& Ia a"ythlna In the prlndplt thal a wtll•dolnl 

lndtvldu.al aboUld l&ke eart or bls own people In b&l'd 
Jutk. and ln the prtnclplc Ultl. he dtetnM a dfdi.ICUon 
for !Uin.c to U'lll Important. exte-nt the public coet and 
Uwi moral leu trom mus pubUc df:'Ptndtnc:J, tiltn tht 
alloWt.net &Muld have betn made ln all a~1tb ~ rt· 
prdleu ot 1M retlpten&&· htallb. 

n has t~etn a ca~;~tc:r ldta or ottr eona:rus. and ot Lht 
Hew Df&l. \bat lht: bxomt ~ a a1Dor1tJ &IQ\ tm• 
lndrlc that tnUtt tltlntftl mo.m u tbt: ~ d aa 
and lbl -- rtllt.blt ~ ol pubUe ~ dewrq noUdJlc bd.W:r than UM wont ot 11 aD taw Sllllot t.Dd 
ftH4tl' a. CkllL W'l t.h on \ti"IDI ot CICII'tUlKift booMV. 

U •• .,.. to hard up tbu Lbe aDo~ ~Dual M cttL to 
POO or t iM. wt qtn 10 ahOlbh l.he tau tnUrttJ, h 
would 'De fUWt co J)l'OJ)05t that.. loltead, w tlilm .aq'Ctart, 
utatilhb a n te tOI'IsStW!n t. wkb tbe: tnd.h. an4 ts tHW1 th4 
anow-.blt neJd ot dt~ndtncJ lO tndude all rt:lll de· ......... 

• 

•• 
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O.a.r Mr. Paula 

TH E W H tTC.HOU8C 
WA8Mi ti!O"TON 

ThAI* 100 fti'J a!Ch tor the ciet&Ue4 
•xplanat.ioo ot t.t. llual ploD &lid tor t.he 
COP7 ot 7fJIIU' ....U.. t.alk. I und•~ t.he 
p:U11, tor t.he tiret. u .... 

V•I'J eillce.,.l;r J'OU"• ~ 

~ . 
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0.&1' )Uo, Paull 

T~ l WH I1'C.HOVaC 

WU .. I h OTON 

Sept.-.r 21, 1942 

Tb&M 104 ftf7 •ch tor the oilt.aUed 
explanatiCD of the l!ual plaa &Dd t or the 
COP1 ot J0V Nd.1o talk. 1 u.ade...t.Md the 
plan, tor the tiret u-. 
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TRE.&.SURY DEPARTMENT 

linD 0P111C8 CD'ft C',_. 

..... 
September 21 , 1942 

n Secretary Morgenthau 

~ Randolph Paul 

For your information, I am attaching 

correspondence with Mrs . Roosevelt in answer 

to a telephonic. request to your office from 

the Whi~e House. 

~&~ 

--
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lert MP 11, 1NI 

It 11 aot MQ te NJla11l tM •• 1•t 
• ..,u.w a-1 ••• 1Nt Jle•• ••••tul 
U.t lf tb OM1oio4 oa,luitlOil 11 DOt nftl• 
olat I IIIA1l b •11 too cW to • ..,u.at 
1t 1a uq ~ ,.. .aT .. 11,.. 

SlaooNlJ JOIIPI, 

..... 11M·-- ........ u. 

Athelwuto 

; 

RB1RIP111Y 
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........ A I., .. a' JU .. tw. .... 011'-

UIEC'W ............... nn.-a 1111 ,? ........ 
-~ a~ ........... . ,, .............. ., 
••• a __ ... _ ... eiW .. ,1 u• .... "'"' 
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FOR llJLEASl':, MOIUHIIG NJNSPAPZRS 
Tuoa~~. Septe111bor 1, 19112 Press ServicfJ 

llo ' 33-2 

!the !ollorl~~& a44.roao by llaMolph Jl, PaW., 
General Counaol !or the 'l'rouuey Depe.rt.,..nt, 
1a acboclul~ t o be broadcaot oore r t he Mutual 
lletwrk at 9:15 p • .,, , J',aot orn War !'1.,., 
Morvt.¥' .AuC\llt 31, 194:!. 

Laat Fri~Y y~u llll\f have bol\1"'. ov•r tbh not ,.o rk a othcuoe lon of tbA 
to-call ed P"-7""""'10u•co tu: pl an by i to ol)onao r, Mr. l!oardoley Buml. Thoro 
1o "tlO doubt tbt\t tho pl l\11 he hAt RdV1Ulcod h origlnol •nd. ill&"nlouo. 'l'ho 
!l'rol\tuey bra cono14e rod it onr nettlJ' r.nd with the crol\t reapo.et to vhlcb 
It 1o entitled, bot h on th~ merite r.tld becruoo of the bleb ot.>ndlnc of Ito 
IWtbor. llllt thr.t condder..t i on bra not l ed ua to the concludon t l>' t the 
plen abould be r.dopted. I abould like to outline to you tonisbt ""' rentono 
vey tbe 'l'reaoury doee not like the plan. 

Mr. !IJlJol propoaeo t o put all tazpryero on " current bnaia by lklpplftC 
a y-.r•o trx. lJndor bh plrn tho t ox liability for t he year 1941 vill bo 
limply forgiven b,y tho Goftnllllent. 'l'ho pa,ymento oeiob heft been made 
during thie ,year 1942 for that ,year' a tax will intto&d be treated a o current 
pa;rmento on 194:! tax liability. Of couroe 19~2 income vlll not ordiD&rlly 
be tho oame ao 1941 i noo• , oo vben March 1943 ooaeo around, each taxpa,yor 
vlll file a rotum for 194:! lhorlng vbat hh rotual 194:! incomo vao . It 
H wao oooro than the uount hlo .PBflDe.nh coYoro4 , ho will then pay the 
difference in tax. It it ""' in !act loll, he vUl be ontltle4 to a ret'on4. 
.1.114 blo rot11rn of 1942 incoao vill &lao bo troato4 " ' a tentatiYo ret11rn 
for 1943 vblcb vUl 4oteralne hie o.4YaDCe or cuzront paymanh of 1943 tu: 
1 1&1>111 t,Y. 

'l'ho deooriptlon I b&ft Juot g1 oren Uluotratll oo"e ot tbe !'roaouey1 o 
obJection• to t he Buill plan. In the tirot place i t 11 e xtremel,y complicated. 
lach year' • tax pa,ymenta will depend upon two returna inote&d ot o"" " ' at 
prooent. 'l'he taxpfi.Yor vill !hat tile a retum of one ,year1e income vbicb 
will be t he tentati ore return for the tollovinc year. He will pay tax 
llocord1ng to th io retum, and t hen vhan the ,yoo.r 1o ended he will beY8 to 
fib 1\DC\her return abovlng What hlo inco:e actnl\lly vaa, and he v Ul t han 
hl'.ft to ..,.ke a further ~nt or collect a retulld dopoDdi D& on bov hit 
iDeo• -rarie4. !'be adainhtrat1Ye probleaa f or the GoY8mment iD collecting 
\bell P441tionrl pft1*1ntt 11Dd in IDI'king a lr.rgo Dll&l>or of ret'ondo vould be 
Y8rf grellt, rlld tbe ayat em would eertrlllly be Y8rf contuoill& for llaDT tax­
PAtera • 

.t.notber obJection 1o the tact that tbe llw:ll J)lan, ~apito ito label 
r.e the pay-ao-ycu- co tu: plr.n , would not in !act put taxpayera current 
wi t h their tax Uabilit,y to the Goftmment. Man.Y taxpayer• experience 
oontlderable nuotuationo In thtlr annual i nooaeo. l n their ca••• the 
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Buml pbn ...,uld not be a pq-ae-you-10 plan at all . · Let 1t tate the caoe 

of " J:I&Jl vho or4i narll)' maket about $J,OOO a tear , but vho 1>utt throuct> 

,.. ouccetttul <\tal in one )'ear eo that he Mkeo $10,000. UDder t he a.&al 

plan he vould pq on a JJ,OOO incoae in the year he had $10,000, and thell 

i n the folloving year vllan he had an i ncome of *J,OOO ~~Cain, he ...,uld ha,. 

to Pl\7 a detic1enc)' on hie laot )'8ar1t tax, an4 thin Pl\7 currently on the 

baoit ot a $10,000 incolll8. Hh taz PI)'Mnh for that )'tar vould 1n taot 

exceU hio total 1neoae t or that )Tear, and hio problem vould be a ,.,. 

oeriouo if not iiiiPC>tt1ble one . !be lwol plan doeo not 1n t act achitw itt 

be.eio pur1>0oe to put the income tax on a current baoio; i to ee®ou.,. allure 

it in faot an illuoion. 

Vhy, t hen, he.t the a...J. pll\n been 10 earneotl;.r ad......,ed and 10 

aoo1dlloutl)' puohed torvar4t lie can t1nd much of the reaoon men we tu.rn 

to oono1der the ~rel\turt'• third obJection to t he echece. It io en 

ootont1al part of the Buml plen that ono year' • taxeo be torgi?en. It 

1o oaid that thio treeh e?er)'One al1lot; eftJ70IIe 1o siYen a clean olate 

tor 1941. :But let uo oee hew t!do wo>tto out. I n the firot place oeftral 

billion• of dollaro of t~ liability are cancelled. !hat io a oocevllat 

ourprhing Wf\7 to raioe tax rnenue 1n vartime. And vllat 1o the r .. ult 

of tree.tin& all alilcet J'rom e i&ht Y to ninety percent of the tu:p~ro 

he.,. incocet below $},000, and they vould be f or&i'"'n from a tov dollaro 

"ll to a uxii:W> of two or three bw>dred dol lero each, :SUt tbo vealth,r 

men with en income of half a 101llion dollar• would eave a tax liabil ity 

of mre than *350,000. 

If 1941 were a nomal year the plan vould be bad enoucb , but 191il 

waa co t a noraal. year in 8JlT oenoe ot the word. It vaa a )'l&r in which 

nur tactoriea made mre ohill)' nev care, lllO rtl bright 4!1\d&ett of all ldndo , 

more IP)odo for conau.ce r uoe than 1n aJ17 year i n our biat<lr)'. t ndividllalo 

aade a great deal acre G?ney laot year than they are apt to do M w vitb 

the impact of r&U<>nin&, grovin& ocarci Uea, higbor t axee, and otber 

effocte ot the war. IInder Mr. !Wtl ' • plan ouch individlltlt ...,uld PIT no 

tax 011 their 1941 e&rnin&• at all. ~. Clan who sot huge eommiotiona tor 

plaoins wr contracta 1n 1941 ...,uld 1>1\7 no tu a t all. Tho qn -.ho profited 

b)' OlMllfacturiJls AI ca117 ci rlllan goodo ao the trettic voul4 baar ...,uld 

pay an tax at all, AnTOne vllo had a larp income for 1941 - and tba~ p a 

for tbnuae.no!.a, if not m.llli ono, ~f people - wYlU14 get a -.holly tortuitouo 

tax vindtall. 

!l'hlo har<Uy •••=• t o be t nAt iD« e.or)'one alilce. 1\ 1a 1notead tbe 

PftotiD& nut of bus• benefito t o t boee IIIIo need thalli leaat, and at a u ... 

'<hen ve mat be cettin& lliOrtl re?enue i natead of g ivin& it •VIT· 

It 1o tru that texpayen vould J<Mp on PATin& )'tar after )'Nr under 

the IWtl plan , and the l oao of re.,.nue wuld not act11allY appear until a 

tiXPI)'er•a inon• deolined <>r until he died. l!ut it 1o un4on1abl y true 

that Oftl' a ll•riod ~f )'l&rl ~he IWtl plan invcl•e• gi•l.llc eva)' a owo of 

billiona of dollare, and givin& 1t larpl:f t o the wealth)' ta>q>eTerl wbo 
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""cl. lt lean. H io IIDt oout~riol.nc, t henfon, that it baa b.a onerpUoall:r 

po.obM b7 \hoM ~o be~~etitecl. b7 toae of 1941 'o better than 1uaal s..oao .. 

Vlth the btoio po.rpooo of the Jlwll plan the Treuur:r bao "!''Ol lfJipat!J3, 

1\ would bo fiM it a eubotanUal part of our iDCOM tax ll&bUlt;r ooll1d 

be po.t Oil a Cllr rent baoio. The eatiet t YO:J to do thh it to oolleot tho 

btoi o part of the tax at the oou~. thlot it, to V1 thholcl. lt tJo... ,..., 

oalerieo, illte reot aa4 dincl.oDcl.o. S'ho 41tf1cult:r i ll the V&7 of puttl.nc euoh 

a pl&ll into full opere.Uoll heo lain in the fact that it woll1cl. in..,ha a 

double l'(IJ'IIant of tax llablllUet ln tbo - )'Gar, firet the tax on laot 

:rear'• lncoae, pncl. oooond the tax on thlo )'Oar'o incoao >obioh would be 

vltblwld at tbo eource. The Jlwll plan pointo " VII¥ b7 >obicb thlo dlf!lcult7 

cube tllalll!ted. It would aok:e it pouible for uo to introduce nov" 

coaprehenoha o)'otea of colleot1on et tho oouree >obioh ""111d, 1n fMt, put 

tho creat aaJor1t7 of our taxpa)'tre on a current buio, v1th the tax oollectld 

veek b)' week from their income' ao t hey recoiTo it. 

Vt heTI alreacl.7 Oll&&I!Oted to tile Senate Jlnance OOtlll>ittee a plan vherob:r 

tile pay-o.e-you-so principle ""uld be "!"Plied t o .Ul nomal tiWio and to tbo 

firot bracket of Ollriaxeo. Thio vould put c.t lonot eicl>t :r pereent of oar 

taxpayer• on " ourrent baoio, But the pl~n •·• llr. Jlwll propoeed it, 1o not 

oceopt,.ble tor tho three rol'.oono vhloh I haft o11tlinad. I t it a '18r:f eo..­

pli CAtecl. ocbome; it VOillcl. not , in t oot , pat tho t~ayoro on a current btoio; 

and it in"'l'"o t orshln& a :rear'• tax l1e-b1lity, vlth tbo groatoot benefit 

coillll to tbooe of the biueot 1ncomeo, 

It 1o an attri\CUTI icl.en to get oqllftre V1th Unolo Sua; llr. IIWil hlaaalf 

hu 11&41 creat .... of that word '•quare• ill &rCill.nc tor hio plan. Jut lt 

lo not 111oQCh to be oq~>aro. In our Aceriean Tocablllary, the phreo• lo 

'fair aft4 oquare•. It 1o our deep connctlon at the Treao11r:r that tho IIWil 

plan lo not fair and oq~>are. 11nt1l lt nan be !ll&cl.e fair, w at tbo Treaour:r 

will not t.ke tho reepoauib1llt;r of reco"""ndillll lt to tho Co,..rooo and to 

tho taxpa;rore of ...,.rica. 
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I11 a orett releaao ot .AucU•t 33, 1M3, Mr. :Bearc!.a1e;r llwll oriUoiaea 

t!w !'reuury'e obJecUCIIll to hh origl.ul hT•.&a-T-Oo iiiO- tu plu. 

Be directa hla oaaDe11t1 ori11cioall:r at two !>Oi11t11 (1) the ~our:r'• 

atat .. ol1t thet the o1., woulc!. be UUCC111tall1e wi tlullat ool1ectlCIIl at the 

•our~ al1c!. (2) the llo41f1ec!. 11ethoc!. ot tu CIUICellaUCIIl wepatec!. b:r the 

!raatur7. Mr, llulol '1 atat•o11t re•oala a aorl.,.. aloall4Atrat~ ot the 

'l'reaaUZ')' 11 oolltio11. lletate proco14111C wlth .., ollulce• 111 the lllc­

tax 10 rno1uUo11U7 oa thet auuoatod b:r Mr. llal, it h oaao11tl.al tllat 

thla lliiUI1c!.erat011c!.111g be clooroc!. 1111; 011d that tlw 'baaio hauea 'be o1oarl:r 

Ul14eratooc!.. 

!'ho bolla obJeoti•e ot tho "pq •• :rou co• pl.M prauoaed b:r Mr. ltlllll 

ia to s ot t&Epa:roro 011 a curre11t 'baaia. !'hlo obJoct1•• ~ delorYoc!.l:r 

IIOt wldoaproac!. pub1~C ovpro-rul., !'he li!'OIOI1t 110\hoc!. of COllcCtlllC 1JIC­

taxol 11 1>oorl;r aultoc!. to a ..... tax at hlgh rat... !he uO'IIZltl 1r>41•1dll&la 

pa:r 111 ""7 7011r c!.ep011c!. 110t at o1l oc tholr 1110cao 111 tbat :rear, 'bat rather 

OD the 111.ccac ot the l)rOco41DC :rear. !'hi t"""a:ror h alwo:ra 111 the procau 

ot cAtchl"' ,., wlth hlllaelt Ol1c!. DOYor 0114ooe4111C· 

!'he ltual. 1>lM •• oriCiJ>al.l:r oroooaed falll, llowU01', to acocapl1oh ita 

cbJooti.Yoa. .A. chN>ge ill. 11111101 c!.ooa 110\ ohNip f11ct1. 11D4er the lual l)laa, 

tho MoU11t oo.lc!. 111 1943 would be ca11e4 a • te11taU•e tax 011 1943 illacao.• 

But it woulc!. 'be oo.ou.tec!. b:r allllllill.l the\ lMa 11100111 would 'be the -• aa 

lKa 111-. O&UlllC the • .....,, pale!. 111 1943 a 't&~~.tatln tu ""lMa 1110-' 
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4oeo "' liMo it " 'ax 011 lM:! &u- 1t, u &a \llo ~ bl ~. Ule 

..,_, ,..., •• .oawtod aa i\ aov h J. \M lHooh ot \HI ljlo-. 

~ 1:1N17 OAIOI the , ro'blem h 111141 owa woroe tbaa 1t ~ h, 1&1101 
' I 

Wider tllo llml 11llul a t&:l'llqer wUl b&we h oettle 111 the followlllc ~ 

for aq 4ltferell00 'bot.,..., hh • tenta\ho1 tax an4 hh aot'CI&l tax,. 

Ill', Joooo, \Ot 111 oq, h lllt.l'rle4 wUII 110 4qlll4oato aa4 baa an 1lloee 

of ~.000 ~ lMl IUI4 1M3, tlO,OOO ln lHa, IUI4 ta,OOO ln ~. ~~ 

tax lla'bU~Uu at Ule new ratoo ,,..,,. 'b)' tiM lov.oo aro $1134 en ta.ooo 

of l aooae an4 $2,1113 011 tlO,OOO of '-• lew INOh wtU llr• Joaeo bawe 

to 11q UIIAor tiM or~ jlwol 'Pla!lf 

~Mat $no-

'1'ax 111171118.tlh 1 
'l'oataU•e tax on 1943 1ao01De o01111111tod oo 
the 'bu~o of " 19411 111ooaoo of ta,OOO 

tlO,OOO 

.~tcont fer 41fferonco betwo111 to11tat&Yo 
tax uai4 111 lKa an4 actual tax 011 1M3 
ta-o 0 

fax ..,.,..,., 
'l'eutaUwe tax en 1944 lnoQt:!o c-tod oo the 
'baoto of a 1~ lnc- of tlO,OOO a,aa 

.~v.a...,llt fer tiM Wfero11ee botftU ••-
the tu 'P"l4 la 1943 an4 ae\11111 tu u 

1943 ~·-· < • ,11s2 - taM> 1 aao 
'lotal * J,teO 

40 

Regraded Unclassified



. ) . 
In 194), llr. J011ea pe.J1I 01111 $)24 out or a tlo,ooo illcOM-tbe -

amo..,t be 11ould pq lmder ex!atina ,..thoda of iDeo•• tax ~t. 

ln 1944, ~lr. Jones IDWit pq a.l:noat G4,000 out of a t-.3 ,000 1nc01118. 

He hu a bJ.Ib tentative tax ~e&\llle hie 1nco.., wao hilb 111 tbe 

preceding year. ln addition he has a 1>1& adjuetaent to pay beca•11e 

hil incocoe vaa 1ov m ,..are &10. Thia il current tax 1"':..-t ill 

.,.. cmq. True, lolr. Jooeo will 1n 1945 rece1,.. credit tor hie 

overpa.yMnt in 1944. But ill 1944 he IIIWit t iD&oce thil extra P81-; 

lllllt out of hio r educed illeOM. 

It 1o no ansuer to this ex.uple t o a&J that most tllxps18ra do 

not experience a~ rlld f1uct\lllt1ono in 1nco101. It is precisely 

auoh flu.ctuationa that make current tax payment necessary and 

that tho RUIIIl plan is dee1gned to cure. tf everybodJ' • inc0111 

ateyed the oue 1•ar after yea.r, the proeont mothod of t.ax collec­

tion TIOuld do ::ell eno\llb. Tbore woulcl be no need or thc Rll>l 

plan or 1J17 other plan for currant ~t. 

Tho beat -:taT to cure this dafect in tbe Ru:al plan is to 

couple tho R\lllll p~ rlth collection at tho source. Colleetinc 

aa much or tho tax aa possible from ineOIDI aa it 1s earned 

1a truly "pay aa ;you go. • 

41 
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CollocUCill-at-ltQI&J'Oa 1a a ~Uoallle !It¥ b7 ebiall t.lle tax paid 111 a117 

yeu can be pcpPft.e:i pd M14 aft tD• Mal.a ot Mtaaal J.naa.e received 

in that 'f*Mr• It 1a 1CNJT«~t• oolleoti• 111 taot ae well .. 111 Dt>~M. 

a 1a 1'or tllb r- that tile TrM.-ar7 tude till Rual pl.& aa.pletel)' 

uoaccaptable uobee 1 t. ia 11Dkecl wS:tll colleoUoo-at.-..,..rce at tba 

cODbinad oonaal 6114 t1rat brocket lllrlu rute. 

CollocUoo-c.t.-tbe--ce ie M6cU..1 not ODI.,y to .....,, tbe 

c ... noicce nt tba tellpcoJer but to.bo to u&a lila 111cc.a tax " tleaible 

inat.Nact to a .. t a~~r-Uae tinol oaade . UDder tba oftciDal Rual pl.& 

•• n"", o obqa 111 tox "'tes 11011ld not ott act t..JC collecticaa -w 

Ule rollowin& culeo<lur 7ec>r. Utb collecUoo-ut.-Uio-aourco, · k cb8Dco 

l.n tbx rutoe CC•n be ettecUvo :.laoat lllllad1utel'l. Under tbe orJ.cinDl 

Rwol plun ue now1 n cbiJIICe 111 111 Uocu.l 111coao dll not :otteot tux 

coHocUooa 1111tU tbe tollOfoillc colendlll' )'et<r. ~itb coHecUoo-<•t-tbe­

source , U will fd'tect. tb.x colloctiona 1Jaocl1"toly. 

The otber a<.Jor detct 111 tbe orica..l Rllal pl•·n 1a the oleer olld 

otr1lc.1A& 111JuaUco ot e- ncal.lltl& ell 1-i41 U l!bWUoa. llr. Rial .....WS 

do tbie 111 order tbot tax poyaoq,Ui ·a · de 111 1942 OOil1d be trO<'tecl Ll " 

tct.~>Uvo tux OD 19~ 1neoa~. ODce occ111 Ulo obJecUvo, neatly to briDC 

cll ti>XpO¥er• current. 1Mad1Lt.U 11 tda1l'flblo. 811t tile reaulta cre ~ot. 

IA•<111 nn 11141v1duu.L btcd a bigber incCile 111 1941 tb1ul in aost other )'eGr& 

of bit Uta . CLOool.llhg b1a 1941 llbb1Ut1 ... ..01116 bo o puro .tD4f'Ul, 

n winCitoU. tbet 'Oou.l.d n..ve t.o bo. aado 11p b'f other tLliJ)I.IJerl •bo btd not 

boon so fortllnah. The ...., wmo in 1941 raoalvad fSOO,OOO -wi blln • 
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tax liability of aao.t ·.·350,000 -dl..S, ~tbooaeb Ida a- 1a 

1942 and. later JINU'8 ay be JaiCh loMr and. altllou;,b the $500,000 

my be tro.ceabla d1rectl1 to tba w .. r prouru. 

Uoreo•er, INCb a taxpc>;yer b unlibl.J to lleed tbe oancello.tion 

in order to wip<. out bia debt to the Uoval'DIIIellt . tev aen 11ho hue 

SUCh 1.11 inCOIM are 80 im;)l'OVidont &e to We DO provision for tbe 

tax ae the inCOll& ia recaiveol; or ue eo unfortunato as to have no 

INbatantiAJ. uount or eapitul l<itb wbJ.cb to wipe out tbe debt. 

To ae.tt this obvious uofact ..he Tre&IS\lr7 bu euagoatecl that 

tile Rual pl.c.n I>OIIll be ,:r ..... tly iaprovad if anlJ p.:rt or t...x Uabil-

itiea bo cancelled, an:! tbb.t, for aJ.mpl1c1ty, tbe c=ceJ.lr;.tion rater 

to 1942 l!.ab1l1t1es. 

Tile pe.rt to be cancelled would ,,. tbo entire no"""l t4x - or 4 

poroent at ex13tin6 rutoa - pluo tbe tirut br11cket r11to of the 

eurtax -- or 6 percent nt oxiatinl) rAtou. Tho e>.ncollution would not, 

aa llr. llw:ll orronoously st..to:l, bp.,.ly only to tb" first ~.ooo 

of tWt taxnblc incoeo. It t.'OUl<l apply to tb~ .mtirc ;.,t to.xablo 

incOM but at only tbo first brcout rcto. for exaaple, " IIU'riad 

~eon 'fitll no depen.lonta vitb ~500,000 inc""" in 1942 -..'OW.d 

(ignoring, for simvlicity tb~ ouroocl inCOGI.> cr edit) bnvo a not 

tnxe.ble income of i498,500 un:ler oltilti!IC oxOillptions. The o:110unt 

concall~d nould oo 10 p.>roent of this or .)49 ,850 out of " total tax 

• nt oltiating rutos of v345,.350. 

A 1llllll with ·~10,000 ino011~ muld h11vo u net tuxablo income of 

~,500. Agnin 1t:nor1n(, tb" uo.roo:l incoou cr~it bo ..ould bave :,1850 

ocncollod out of " total U..bUit:r of $1,.305, l$ving llbout J450 to 

bo pcid cblri.JI6 tb3 naxt Wo ~·. 
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The Troaaury'e eucgeetion appliee equallJ to all taxparer11 but 

it doao 110t pendt bicb 1Dc011e taxparer• to cucel tM1r l1abil1ti" 

Wider hi&her ourtax ratee, Ae 11ohd aboYo, pereou eubJeot to the" 

MP.•r nt11 are ""'" lilttlJ to -.te adnAot prorloioll tor taxee, and 

hence do not need to haYe all their liab111tiee caaoelled, 

Thio otatoaent doeo 110t illply Treoeury approru of the Rlllll plaa . 

Ito purpooe 1e rather to claritr tho oonoiderat1o11e that -..at be take 

into account in Jlld&ing the plan, and to illdicate the modificationo 

that ehould be ooado in 1t it the 5a~~&to 11DaJuoe C.-1 ttee ahcwd d­

it an appropriate part of the 1942 tax bill, 

Auguot 24, 1942 
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TREASURY DEPARTMENT 

INTEII O,.,C& COMMUNICAnoN 

Secretary 1!orgenthau September 21, 1942 

r ooM Randolph Paul 

With reference to the Pre alden t ' a note as follows : 

"H. 1!. J r. 

Treasury Taxing embassies? 

Let C. H. know personally. 

F.D.R." 

I presume the President was referring to the subject 
matter of correspondence betv1een John Sullivan and the 
Secretary of State, February 27 , 1942 and June 26 , 1942. 
This correspondence has re fe rence to a ruling of this 
Department that effective July 1, 1942 foreign diplomatic 
officers (members of their staffs, households, and 
families , etc .) and consular officers would be allowed 
only such exemptions f rom Federal excise taxes as are 
specifically prescribed by statute or by tree. ty . There 
are no statutory provisions allowin& such officers 
exe~ption from Feaeral excise taxes, such as ~anufac­
turers ' excises, re tailers' excises, automobile use , 
admissions, club dues, t ransportation, and co~unica­
tions taxes . 

Please note that Cordell Hull signed personally the 
letter of June 26 . It is apparent that the Secretary of 
State knows of the problem. I am also attaching a copy 
of a letter of July 1, 1942 signed by Acting Secre tary 
of the Treasury , John L. Sullivan, in rep~y to the 
Secretary of State's letter of June 20 , and a copy of 
the letter of February 27 . 

Attachments 
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_. 4ou Ill', ..... \a'rl 

ru.rtber rot-• lo .... \o rov letter of Joau>:J D, 1M3 
( FA) o 1D wlllch lOU ,...,...t OOrteia lafo .... tloa CODCOrallllt a.ptlOD 
of forelp 4Spl-Uo repreo•tatlno at llaolllactoa - tile -.ro 
of tllolr o\affo eD4 bouM!ool4o •4 tllolr t.Slloo Url.ac with til•, 
lllcl\llllac olor!m a4 ••ro•to """ are aot -.nc• cl th.,.., ... 
allo • ...,uoa ot oonata tonlp oo-.lar ottlooro, '""' tile hUnl 
ucloo \ueo 111p0oo4 ua4or tho pJ'O'rioloao ot tile lataraal -­
Wo, u ... "' tile ...... ,.. Mit of lNl, 

!blo Dopel" t llu _ ..... tile tax ~ otatu of 41!11-Uo 
1004 oouular oftlcoro of torotca .,. • .,....,., ... bee 4oto..S.o4 \bat 
torelp 4Splo•Uo ..,, coDRlar offScon obou14 aat be Cftlltod .­
...,uou froa hUral -So• "'-•• \IDlooo nab o:uooptiou a re 
opacltloallJ' prow14 .. to.r "' otatuto or lilr t.,...Uoo, fbo Iatoraal 
...... ,.. Wo, •• -.ndet, 4ooo aot a.pt torolp 4Splo•Uc -
oonoular ottscore ,.,. .. Federal oKOloo , ..... ot aar cbaraotor, la 
tho abeoaoo of ,.,...u .. , tlloroforo, ao u...,uo a troa -•ral exoloo 
tuoo - 'bo pwlto4 to foretca 4lplo•Uo a4 co....tar oftlcore, 
!Me nli.Ac ..,u .. , tor ._to, to tho ,.arl .. • aaautoctvoro• 
o110loo tuoo l.llp0oo4 Ullar Obap tor J9 of tho latoraal ..., .. ,.. Code, 
u n •Ao4, ... to the roteiloro' -lo• - Sllp0oo4 'llr Obaptor 19 
of t ho latorul .... _ We, aa ...... , - tllnl'> tho p....,..to, 
tile oolo of wll1oll So t......, oro ooU tirootlr or b4lroct1T \o 
4llllo•Uo M4 co.alar otnooro of torelp o.,.trloo, IUdl..,.}T, 
01114 lilr - ot ~ Ul•traUoa, thoro ozl.lto ao otot.a\a>:J 'baoll 
tor ,.,...tliiC ....,uo ,. .. 4Splo•tlc eD4 ooooular cttlcon ot 
torelp -trl .. to ....... -· .. tho .. w-'bllo -· auholou, 
olu •-· ,,..,...,.,..uoa, tolecnqli> ""' tel.,.._• tuoo. lotwitll­
•tMdlac \bat autorc-t of tllooo - - 'M 41tftllllt or SllpOool\lo 
la oort&la ..... 'bee.,... of oootloao 4063 oo4 «1M of tho ....Soo4 
lto'-'t••• 1\ sa bolt \bat ullaaudon, &lalotore, their t&llilloo, 
etltfo, oa4 lloutboUo, ..,.. n'bJoot \o llleoo "'-'• 

Regraded Unclassified



48 
-a-

!be IDeonltlo, 
!be here\aJ7 of 11\ato, 

You oho .... ._., lato-UM Nopecttac \be oppllooltUU~ 

of ledonl. -h• touo to ooawlor oft1oon of foHlp - rtoo 

wltb Wbloh \here on la foreo \reaUoo ooatalalJII prowlotou 

nloUAC \o \be •-Uoa of ooanlor otfloon froa \u&Uoa. 

&4 oloo \o coanlor otttoon of fofoolp -rtoo wUb llllloll \lloro 

aro ln foroo tnaUoo 1"""1Y1JII oouulor roloUoao wlllob ooatota 

mot--fOYeHd-MUOD olM>aoo, 'ftlh l)opar-t •-• otato o 

c-orol Nlo OOIICorDl"C \be \u&Uoo of nob oouulor oftloore. 

Booowoo tho _..,uoa ot oouular oftloore MpoD&lo liPOD troov 

proYlolou, l t lo ooooD\lol to bow tho porUoulor tHoV tawlY ... 

ODd oleo ollotbor ... ~f&Yo....,.utloa treat-t ohould bo - rdM, 

11th o Yiow to &Yeitlac co..tualoa ollioh ~ orloo lv roaooa 

ot - prOYiouo rali"Co \o tho ooatr0J7, ODd tor tho JIW'l)OOI ot 

promt1AC ..ttonotv &Dd oq'llitablo t,...\_t \o oll porooao ott•tod, 

tl- ooaolwoloao ro..,bo4 lloreia Will oct, iD ..,co.....,• With ••U010 

3'191 (11) ot t bo Iatomal. ID•oDUO Oodo, 'bo •plied with roopoot \o 

,,....,uou OOCV'J'iJII prlor \o .Jul7 1, lHI. 

lor tho U• ltoi"Co bow ... or, ... UAtll J10l7 1, 19t2, tho 

poolUo11ot Mt.io ~t •Ul • oodio• to 'bo ao tolloool 

(1) Mltaooedoft, td.aiotoro, u..tr f..Uloo, o\offo, ODd bouMol4o, 

lmlwllAC olol'lco aa4 oonu\o •bo on aot AMrtoan oltho .. , an 

....,, fro• (a) 8'DOb -boo ao tho •to..,bilo woo, odalulo11o, 

club """• tl'M•rt&Uoa. tolocrllpb ud \olopbo .. \oxoo, &4 (b) 

-uf1111tvore• _, ftt&tlore' -lo-. prorl4o4 thoir an • JIOIV 

to tho tl'MMCUoa wUb reepeo\ \o 'ntcb tho aoloo tox othoroloo 

woul4 'bo l.Jipooe&l (I) foretca p•o,_to, tbolr .poto •4 officoro 

other \baa 41pl-U.c ropre-toUYOo, ....., •-t olllJ' wltb ...._t 

to r.t.nl. -ioo \ouo \be local 1Doldol1oo of wblcb wo\114 tall 

liPOD ,...._ nob ao, for ~o, tbo a .._I>Uo uo, ,,...rtoUo11, 

tolocrapll aa4 \olopbooo taoo, _, \laM oolT With roopect \o truo­

ocUoao arhiAC 1a the porto..-o of tbolr offlclal fllacUono for 

• Mob ,__, lo ao4o lv tbelr forolp co••~tl ut (3) couular 

offiooro olloll 'bo -or4o4 tho - GoiiiPtl ou oo\ forth 1o tt• 

(3) &boYO, •4 1a ~\ton nob tunber -Uoao •• llllf' Ito 

prooori'lle4 'llr troatr. 

If turtllor aorreopoadeoo rol&UYO \c tblo • ttor to aocooO&J7o 

lrlal.l¥ rofer to lllllft'lft, 

'l'ho 8011orablo, 

!be hero\o!7 of lta\o, 
WM~liaetoe , D, C, 

Cow .t.t tached • .,....._....:c 
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lly dear Kr . Secret&l'f: 

Jul;r 1, 1942 

Reference i a made to ;rour letter of June 26, 1942, 
in which you uk that this Departunt reooneider i ta 
position with respect to exemptions f rom Federal exciae 
taxes t o be accorded on and after July 1, 1942, to diplo­
matic and conaular officers of foreign countries. 

In a letter to you dated Februar;r 27, 1942, this 
Department stated that it had determined that foreign 
diplomatic and consular officers should not be granted 
exemptions from Federal excise taxea unless such exemp­
tions are epecificall;r provided for b;r atatute or b;r 
treaty, but that this conclusion would not be applied 
with respect to tranaactiona occurring prior to Jul7 1, 
1942. You state that there would seem to be authorlt;r 
in international law for the exemption of foreign govern­
mente from such taxes, and you expreaa the hope that the 
Treasury De~artment may think it expedient ana :proper to 
defer definlte action until the international Sltuation 
affords a more favorable opportunity for examination of 
the subject in all of ita aspects. 

These matters were carefully considered br the 
Treasury Department prior to the adoption of the position 
expressed in ita l etter of Februar;r 27, 1942. Ina~ch 
as July 1, 1942 waa the effective date of t hiaJosition, 
information concerning i t alread;r haa been fur shed t o 
various corporation• IUch as thoae engaged in tranaporta­
tion and in communication and which are r eaponaible for 
tha collection of Federal taxes on these activities. At 
this time it i e impossible to poatpone the effective date, 
To attenpt to do ao would only cauae ccnfu•icn. Accord­
ingly, thia Dapart.nt will adhere to ita position that 
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on and after July 1, 1942, foreign diplomatic and 
consular officers will not be granted exemptions from 
Federal excise taxes unleee euoh examptione are spe­
cifically provided for by e~atute or by treaty. 

In the event of further oorreepondenoe refer to 
symbols IR:GC:i-265342. 

The Honorable 

Very truly yours, 

(Signed) John L. Sullivan 

Acting Seoretary·of the Treaaur7. 

The Secretary of State, 
Washington, D. c. 
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TREASURY DEPARTMENT 

INTKR Of'I'ICa COMMUNICATION 

DATW 

Secretary Korgenthau SEPUM · 

PROtol Randolph Paul 

• 

HUntington Calma, Bernard Bernstein 

and I worked on the draft of Price Legislation which you 

distributed to the group meeting Friday at 2:15 p. • · 

We aade a number of suggestions to 

Osoar at luncheon at the Occidental Saturday afternoon. 

/ 
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TREASURY DEPARTMENT 79 

INTER OI'I"ICE COMMUNICATION CON1'IDENTIAL 

OAn8epteraber 21, 1942 

TO 

"'OM 

Subject: 8i tu&t1on, 
8ept .. ber 19, 1942. 

lt'JPJD"rz 

(1) Industrial production rose more than seaeonallr in 
Auguet and the FRB adjuated i ndex advanced to a new record 
high at 183 ae compared with 180 in the previous month. Last 
November Just betore our entrr into the war the index atcod 
at 166. The gain 1n the unadjueted index in August wee the 
abarpeat recorded ainoe June 1941. 

(2) Steel ingot producti on 1ncraaeed aoderatelr 1n 
Auguet. However, output waa at111 about 2 percent abort ot 
the record peak ot laet Karch and onlr about 3 percent higher 
than rear-earlier lavale. Steel operation• durlng the current 
week are eoheduled at 96. 2 percent, the loweet ainoe ear11 
August. 

(3) The anti-int latlon billa approved br the Senate and 
Houee Oommitteea near the end ot laat week would give the 
President power to bold tara pr1oea at par1tr or at recent 
lavale, and a 41.rective to atab1lize wagee and aalariee. Among 
other teaturea, the pending bllle would alae provide price 
aupport to tara product• br aandatorr Oovernaent loans at 
90 percent ot paritJ t or 6 baaic oropa ae well aa tor 
oomnod1tiee whlob have t o be produced i n increaaed amounta to 
meet war needa. 

(4) The BLS wholeaale price index ot 28 basic ccmmo41tiee 
advanced tract1onallr to a new h1gh last week ae 8 out ot 9 
uncontrolled commo41t iea ahowed ga1na, lad b7 an 1ncreaee ot 
nearlr 3 percent i .n butter pr1cea. In the week ended September 12 
the BLS all- commo41tr index ahowed another advance ot 0.1 point 
to a new h1gb at 99. 2. At thle t l gura the index atande 
32.3 per cent above the pr.-war level ot Auguet 1939. 

(5) Departaant atore aalea 1n the week ended September 12 
were onlr 3 percent below Jeer-earlier l avale, deap1te 1 laea 
ahopping da7 than ln the same week laet rear. Retail pricee ot 
t Jpical departaent etore i teme, on the whole, ware unchanged in 
August tor the aeccnd coneeoutive aonth owing to the ettect ot 
price ceilinge. On Septaaber 1, prioaa averaged 10. 2 percent 
higher than on the oorreapon41ng date in 1941. 

• • • 
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Industrial production at nev peek 

Industrial output rose more than aeaaona1l7 in August , 
carryi ng the rRB adjusted index or induetrial production to 
a nev record hi.gh or 183. 'l'hia figure comparee nth 180 in 
the previous month, and nth 166 laet Hoveaber juet before 
our entry into the var . In August 1939, before the outbreak 
or war in Europe, the index stood at only 106. 

Steel operation• improved aoderately in AuguSt 

Steel i ngot output inoraaeed aoderatel7 i n August, and 
t he monthly total or 7 233,000 net tone exceeded that or 
August last year by 3.4 percent. OUtput ror the month, 
however, vaa alightl7 below the lavale attained laet epring. 
'l'he all-time high or 7,393,000 net tone vae eatabllahed 
laat March. Arter reaching a recent high or 97.6 peroant 
or capacity at the start or the aonth, steel operation• 
have receded to a rate or 96.2 percent aoheduled ror the 
current week. (See Chart 1.) ' 

More than 75 percent or finished ateel output is nov 
going into direct war uae, according to a recent statement 
ot the Iron and Steel Branch of the WPB. Indicative of the 
tremendous demands or the war program tor steel; it waa 
pointed out that cargo abipa or the Liberty tTPe which are 
nov in large eoale production require approxlaately 4,500 tone 
or r ough steel per abip, while a aed1um tank taltea about 
38 tone and a big tour engine boaber require• 15 tone. 
Some anti-aircraft guns uae up 14 tone or steel1 while 
16-inoh guns require no leas than 576 tone or •~eel eaoh. 

Steps talten to bolater luabar output 

80 

Due to the d1ttioultiea encountered in obtaining eteel, 
a tendency t o aubatitute luaber ror steel hae bean on the 
increase and haa contributed aoaevhat to the tight .upply 
B1 tuat1on vbiob haa developed in the lumber indue try. In the 
race or increased deaand, lumber production this year baa 
fallen moderatel7 below year-earlier levels. Moreover, log 
inventoriea, uaually at a pealt in September, are at the loweet 
level a 1n 5 year a, due reportedl7 to d1tt1oult1ea in aainta1n1ng 
the euppl7 or labor in lumber oampa. 

In order to oope nth the problem or labor ahortaga ln the 
industry, the War Manpower Ooamiaaion recently f roze in their 
Joba all lumbar vorkera in 12 waatern atatee. In addition the 
VPB recentlY directed the Pacific Ooaat lumber induetry to 

( 
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institute a 4t-hour week, with overtime p&Jaenta attar 4o 
A requeet to this etteot bad been aade before, but it ie 
reported that onlT about 40 percent ot the tiraa involved 
aotuall:r oomplled with the request. 

hour a. 

Conatruotion award• deollned i .n Auguat 

War-induced oonatruotion aotiY1t;r, vh1oh baa been an 
important taotor in the heav:r deaand tor luaber, ehova 
indications ot a downturn. 

Although total oonatruotion contract awards in Augua~ ae 
reported by the F. V. Dodge Corporation, were at the fourth 
highest monthlT total on record, the:r were 2~ percent lover 
than in Jul:r and 39 percent lover than the record high reached 
in June. Moreover total contract avarde tell below :rear­
earlier levels tor the tirat time thie Tear. (See Chart 2.) 
Reaidential oonetruotion awards dropped to the lowest Ievele 
s1noe Februar;r 1940. 

Oontraota tor manufacturing bu1ld1nga in Auguet deollned 
l~ percent troa the record high reached in JUlT, but et1ll 
amounted to $261 ailliona, or 36 percent ot total awards. In 
New York State, however, the State Labor Department reported 
that, mainlT due to priorities , plana aubD1tted tor induetrial 
building in Auguet ·dropped to onl:r ~9 percent ot the average 
t or that month· tor the laet 18 :rears. 

Stabilitz ot wholeeale price index !&l be misleading 

For the aeoond oonaeout1Ye week, the BL8 all-coemod1tT 
wholeeale price index in the week ended 8epteaber 12 touched 
a new var-tiae high. A alight rise carried the index to 
99.2 percent ot the leYel in 1926, and 32.3 percent aboYe the 

_o~e-var level ot Auguet 1939. 

The all-oommod1t:r index on the whole, however, h&a ahovn 
ver:r little change ainoa the general price order became 
atteotive in Ma;r. Ita atabilit;r ma:r be deoeptiYe, hoveYer, 
a1noe the index baa not been reYiaed to take account ot 
OOIIlllOd1Uea which are DO longer being aold in an:r a1gn1tioant 
quant1t;r. Prices ot theae are aerel:r held unchanged in the 
i ndex. KoreoYer, deterioration in quallt:r and ceiling 
violatione are not being reflected in the index. On the other 
hand, certain price inoreaeea reaulting troa allowances b:r 
the OPA tor epeoial oirouaatanoea are being reported and 
included. 
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Ant1-1ntlat1on prograa oont1nuea to 11tt pr1oea 

Ba11o oommod1ty aarket• oont1nu1 to be 1ntluenoed by 
bopee and apprebeneion• oonoerD1ng an~-1ntlation aot1on. 
The net etteot tor the week wa1 higtler pr1c81, and the BLS 
index of 9 uncontrolled oo-.od1tie• touched a new high tor 
the aeoond week in euooe1a1on. (See Chart J.) 

Led b7 an inoreaee 1n butter pr1oea of 3 percent, pr1oee 
ot g of the uncontrolled ooamod1t1ea 1noreaaed. Graina ad­
vanced on trader• ' belief that their pr1oea would be en­
couraged to rise to parity. !he buoyancy 1n r,e waa daapened 
to aoae extent by reporta that taraer1 alght find it DOra 
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advantageous to eell oaah rye thaD to pledge it for ,. 
Government loan at 60¢ a buahel. '"' 

Hog pr1oea advanced aoderately, folloWing announoeaent 
by Secretary W1okard of a pork purohaae prograa to be 
financed by the Ooaaodity Ored1t Corporation 1 de1igned to 
relieve the 1 pr1oe squeeze' on ... 11 packer• and to aa1ure 
continuing large aupplle1 of pork product a. • Purobaaea of 
pork by the Departaent of Agriculture 1n the two weeka ended 
September 12 were the aaal.leat dnoe earl.7 lfaroh, OWlng to 
a decline in the prioe of hoga in the week before last , 
paokera 1 margine ehowed a further improvement •• 1nd1oated by 
Department of Agriculture oaloulati one. 

Cotton pr1oea throughout the week ahowed oonaiderable 
uncertainty oonoern1ng the final terma of the pend1ng prioe 
legislation. Pr1oal for steer• declined to their loweet 
levels ainoe July 17. 

Oanad1an food prioea lower 

The Canadian ooat-ot-Uving index ae of August 1 de­
ol1Ded a11ghtl.7 troa H• war-tlae high of July 1. The de­
ol1De wa e due chiefly to a deoreaae of 0.5 percent in f ood 
pricea, ascribed partioularl.7 to lower prioee for beef and 
potatoea, wbioh had r11en ebarply in the preceding month. 
The lower level of beef prioel ref lected the firat of the 
adJustments in wholesale beef prioee begun by Government 
order. Suoh adJuataentl are being aopl1ed progressively 
downward unt11 beef prioea reaoh a level considered •noraal• 
in relation to oattll auppl1ea. The Governaent expeota t o 
maintain pr1oea in auob relationab1p thereafter . 

Sinoe the deol1ne in the Oanad1an ooet-of-living index 
wae lela than one point, there will be no deoreaae in the 
weekly bonus to employee& vh1oh became payable August 15 , as 
a reault of the rile in living ooata einoe laet october l. 
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The iaportanoe ot full control or food priou in the 
United State• ia indicated i n Ohart 4, Wbioh oontraata the 
recent decline i n Canadian l1Tiag ocate With the riae in 
living ooata i n th11 oountJ'7. 'l'he inorea11 at 0.4 percent 
in the coat-of-living in4ez tor the Un1te4 8tatea aa ot . 
.Auguet 15 wae due to a further riae in food prices, uountiag 
to 1 . 2 percent einoe JulT 15. !he Bureau ot Labor Statiatioe 
reporta that price• or uncontrolled toode have inoreaeed 
10 paroent ainoa the general price regulation beoaae 
effective on Ka7 lS , Wbile prioea ot controlled tooda have 
declined 0. 3 percent in that period. 

Retail rood prices continue rise 

Awaiting the anti-inflation legialation requested b7 
t he President , the riae in uncontrolled rood ooeta muet be 
viewed With inoreaaing oonoern. Chart 5 (upper aaoticn) 
ahcwa tor retail tood price• in 5l o1t1aa the ate&47 rise 
which haa been under W&7 in recent montha daapite the 
ceiling regulation. Moat ot the recent riae hal been due to 
increased prioa• or products not aubJeot to the regulation. 
Egge and butter (lower aeotion ot chart) are notable exaaplae 
ot the riee in uncontrolled rood price• in Auguat • . On the 
other hand, prioaa ot round etealt, porlt ohope and bread, 
wbloh are under oe1l1nge, have held praotioall;y unchanged 
in the last tour months. 

Developaenta 1n ant1-intlation legislation 

The general pattern ot the ant1-1ntlat1on legislation 
r equeeted b;y the President, according to present Senate and 
Bouse bille, appear• t o be about aa tollowe: (l) Farm 
price control at parit7, but not below the higbeat prices 
ot the period Januar;y l to September 15, 1942; (2) ooamod1t7 
loans at 90 paroent or parit7 on basic tara ooaaoditiea 
and aome war-eaaent1al tarm produota; (3) Pederal authorit7 
to control wage• and aalar1ea, perhapa with uae ot the 1 L1ttle 
Steel• wage stab111~ation formula a a a guide to wage 1noreaaee. 

'l'ha prov1e1on in both the Senate and House bille malting 
Government loan• mandatorr at 90 percent ot parit7 tor the 
a1x baa1o orope -- wheat, corn, cotton, tobacco , rioe and 
peanuts -- lll&7 tend t o throw agricultural produoUon out ot 
balance b;y et1aulat1ng further production ot unneeded Wbaat, 
While inoreaaing teed ooata to producer• ot l1veatock, 
poultey, and dair7 product a. llbeat production Will be 
stimulated at a time when atcrage apooe 11 ovartlow1ng. Ae 
earlr as laat April, Seoretaey Wickard auggeated that par1t7 
tor wheat be lll&intained onl7 tor the production required 
tor domaatio flour . 

• 
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Deepite the Preaident 1e expreeaion of "unalterable 
opposition• to ohang1Dg the parity ooaputat1on eo ae to 
include farm labor ooeta , there are indioatione that the 
1eeue mar not be closed. If farm wage ratee are added to 

84 

the parity index and labor of both the farmer's family and 
hired help are included, according to Senator Bankhead, parity 
prioea would be raised 12.5 percent. If only the ooet of 
hired help were considered, parity prioee would be inoreaeed 
11-.6 percent. 

J. comparison ot the t rend of tara wage ratea With the 
trend of ooete of goode bought by farmera ( inolud1Dg intereet 
and taxee) nov ueed to aeaaure the trend of parity, ia ehovn 
in Ohart 6. It Will be noted that the inoluaion of tara 
wage ratea would have depreesed parity prioaa 1n the years 
1931 through 1939, but would have inoreaaed parity prioee 
in 1911-1 and 1911-2. 

August retail trade ahovad divergsnt trend• 

The greater than seasonal riae in department store 
salee in J.uguet waa accompanied by a aiailar improvement in 
rural sales deepite the adverae effeota of credit restr1otiona 
and civilian goode ourtailaenta on the aalea of the leading 
mail order houses. Both department etore and rural aalu, 
however, fell abort of the unueually high lavale attained in 
Auguat 1911-1, when heavy advance buying vaa in progress. 
(See Ohart ].) 

Variety atore aalea, on a aaaaonall)'- adJuated baaie, 
declined alightly in Auguat. Since adjuated aalea in July 
reached a record peak, thia waa atill a relatively strong 
shoWing. Moreover, unl11te departaent atore an.d rural aalee, 
variety atorea ahoved a aalea gain over J.uguat 1911-1 , aaounting 
t o 10 percent. (Refer to Chart].) 

Ooaplete Auguat ·retail ealea data for all types of 
atorea are not yet available, but praliainary figures of the 
Departaent of eo-area indicate that eating and drinking 
eatabliahaente ahoved the videat gaine over year-earlier 
levela, while actor vehicle dealere, filling stations, 
furniture etorae , and dealer• in building aateriale and 
hardware ehowed deolinee. 

Department atore aalee atrong in September 

After llald.ng an unueually good ahoving in the week ended 
September 5, department etore ealea in the week ended September 
tell only 3 percent below year-earlier levele, deapite the fact 
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that there wae 1 lees shopping day in the 19~2 week due to 
Labor Day. (See Chart 8.) 

The strong sales trend shown in the early part "ot the 
month appears to be continuing. Dun and Bradstreet, in 
commenting on aalea last week, referred to •a str0ng 
buying movement• and estimated that general retail trade 
was trom 2 to 5 percent above year-earlier level•: 

At a result ot the maximum price regulati ons, retail 
prioea ot typical department store items, as measured by 
the Fairchild index, were unchanged in August tor the 
eeccnd coneecuUve month. A very alight riss in pricea 
or man's apparel was ottaet by ccrrsaponding deol1nea in 
pricee ot women '• apparel and hoae turn1ah1nga. Although 
average prices on Septeaber 1 were unchanged troa the 
previ ous aonth, th81 were still 10.2 peroent above year­
earlier levela, and 27.2 percent above the pre-war levels 
or August 1939. 

Department store inventoriea in "the New York Federal 
Reserve Dietriot increased in August, but the rise was less 
thnn aensonal and the adJusted index ot inventories tell 
to · l65 trom 168 in July. The gain in inventories over 
year-earlier levels dropped to 59 percent at the end ot 
August trom S2 percent at the end ot July. 

85 

Regraded Unclassified



- 1-

that there •• 1 le .. llbopp1ng d~ 1ll ~ 1942 welt due to 
Labor Da7. (Bee Ollart 8. ) 

!be etrong .alee trend llhown 111 the earl7 part ot the 
aonth appear• to be oont1nu1ng . Dun and Br&detreet, 1n 
ooaajft1ng on ealel last week, referred to •a etrong 
bUJiftk aoY .. ent• and estimated that general retail trade 
vu troa 2 to 5 peroent above 1ear-earl1er leYele. 

Ae a r .. ult ot the a&ld.mua prioe regulat1one, retail 
prioee or tJ"Pioal department etore item•, •• aeatured b7 
the Pairob..Ud index, were unchanged 1n Auguet for the 
eeoolld ooneeouUYe aonth. A YtrT el1gbt r1ee 1ll prioee 
ot men' 1 apparel ... otfeet b7 oorreepond1ng deol1lle1 1ll 
price• of -en'• apparel and hoae furn1eh1Dgl. Although 
average prioee on Septeaber 1 were unchanged froa the 
preYioue aonth, thaT ware et111 10.2 peroent abon 111&1!­
earUer 1eYel1, and 27..2 peroent above the pre-war lnel• 
of Auguet 19)9 • 

Pepartaent etore 1llYentor1e• in the Jew York Pederal 
Reeerye 1>1etr1ot 1noreaeed 1ll Angu1t, but the r111 w.e le11 
than 11110nal and the adJueted 1ndex ot inventorieB tell 
to ·165 troa 168 111 JulT. 'l'he gain 1n 1nYentoriee over 
7ear-earlier level• dropped to 59 percent at the end or 
Auguet from 82 peroent at the end ot J\117. 

-
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TOTAL CONSTRUCTION CONTRACT AWARDS 
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MIIA' A Tll•e 
T Ma I MI' M • •• OOL .... -

Honorable Henry Korgenthau, Jr., 
Secretary o t the Treuur:r, 
W&ahin&ton, 0. C. 

e1r)lth. 
Thank you tor your letter~t Septaober 

I am gle.d you liked the photosre.pht. 

unrortunetely wo do not he.Te piotur•• 
t oken at t he pe.re.ohute tower• Iince our photouaphor wu · 
onl y on the job in tho Infantry School 1ect1on or the 
tour. I ht.TO checked with the Parachute School and ex­
cept t or the photo15reph token with General J!owoll and 
Captain Ewell they do not haTe an¥ either. That pi o­
ture wo inoluded with the group n .. nt. 

I haTe, howoTOr, gathered together 
t r ooa our ru •• tftfll pioture• of parachute trainiQ&. 
I hope t h .. e will ..,....,r your n .. da. 

With all kind regard•, 

LEVEN 0. ALL&JI, 
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•RITISH AIR COMMIUION 
,,., ••=ram u au A...,. 

wa.• IICW4D.C. --

2M ~ leaz7 lo...-tMa, lr • 
........,.,tbe~ 

''*'MD, D. C. 

l~p1 rt .- a. 1942. 
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lOt m • a-n•rmng 

con 10. /~ 

OP!liL No. 128 

lnfo.,....tion recoiv.cl up to 7 A.M., 2lot Sopt..ber, 1942. 

l . ~ 

1'ho convoy to !IUSSIA h:\0 o.rrl•od n t ARCIIANGG.. The h.........., 

boUnd convoy 11 boin£ ebo.dowed 1>7 U-boate e.nd airoran wt up to 11 A.·•· 20U! 

:hlp In U!lo conYOy hae been loot. One of K.U. lllnoo-pore ono of t.M escort 

sunk b)' sulMrlno at ~:)0 A.M. yesterday. Tho ooU..tod pooltion of U!o conYOy 

a t 6 A.ll. ~ •• 200 olloa north of JJJI MAIDI ISLiJID. 

2. MIL!'CARI 

88 

IIADAOASCAR. lllUCKAVILLE was eapturod by our forcoo on the 19th 

•it.hout. oasualtioa. Our other colw:.'lt: are continuing thoir odvo.nee . 

) . AIR orwnoos 
WES'fERN ~f. 19th to 20th. SAMB111JCJ\lll . About ~ tons of 

H.n. and 103 tone of incond1arioa ..ere dro~pod In about ono and • quarter hours 

•- . ,..... ,..turning fr<a Jai!IICH rapcrt.ocl .cooc1 fi,..o t vo hour8 .nor U.e attack· 

llllli!CH. U~ tono of B.l>. and 47 tone of lnconcli&r1oa wore droppod including )) 

4,000 lb. and. ~ 2,000 lb. boebe. 1111ny largo fiNo and - Yll")' larp oxplosi-. 
I 

Ono of tho lut alrorott. to leave circled tho town and roport.ocl firs• bu.n>1ni nll.. 

l!!ll!§ll.. 19th. ftuaolnn oiroratt sank fiYO noll Mvol 

in a llUCK SBA port. Corman boebors at.taokod oU tanl<ore on tho VOLGA and raU-

, way oo..un1oatione east of tho river . 

J.ll!lA. 18th to 19th. 1'0BRUK JIAIUIOUR boebod again. 

WU'f!l!jW!IA!!. l9t!F. B••ui'1Bfttoro attacked t.IU'O* echoonor r 

>tr 1'RIPOI.l and oot ono oo tiro. 

lloli.LI.· 19th. two flying boato .. ,.. ohot d- 1>7 Spltfiroo 

c .. ur SICILY. 

r '.c.k'ld. up. 
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GROUP 

Present: !Al'. Bell 
Mr. Buffington 
l4r. Paul 
Mr. Gaston 
14r. 'Mli t e 
Mr. Blough 
Mr. Thompson 
Mr. Gamble 
Mr. Odegard 
J.!r. Schwuz 
Mr. Cairns 
Mr. Kuhn 
Wr. Graves 
lo!l.ss Chauncey 

H.~{. JR: Where i a Gaston? 

MR. GAS'roN: Right here. 

Septeaber 22, 1942 
9:30 a.m. 

H.U. JR: Gaston, here is a curious one. Did 
you ever hear of a fellow named Joseph Leib? 

I!:R. GAS'roN: Yes. 

_ ij,M.JR: Wbat sort of a fellow ia h•? He says 
"1le has secret infol'llll. tion that rq !ather and I were 

in the shrinking business during the last World War 
and made a lot of money. Will you tell him that if 
he knows of a good shrinking business we can use it 
in the Treasury. I would like to know row to shrink 
a few things. (Laughter) He says the Ar~ was about 
to investigate us and was stopped by some higher-ups. 

WR. GAS'roN: He is the fellow who organized 
What he claims was the first of the Roosevelt clubs 
in 1932, and then be was not properly re'!larded 
polltiaally and he bas been "off the reservation" 
since then. • • 
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H. l! .JR: My fathe r and I never had a war contract 
in our lives; but if he knows a good shrinking business 
r ight now I would like to know one . I t would save a 
lot of trouble . (Laughter) 

~!It. BELL: The dollar shrinking? 

H.U.JR: On prices, I mean. {Laughter) 

Wk. PAUL: Mr. Secretary, I have to go up on the 
Hill at ten o'clock. 

H .~ .JR : Is that so? 

I.!R. PAUL: And I have got one thing here . 

H,J.I,JR: Have you read "Pt.!" yet about a good tax 
plan? 

MR. PAUL: Well , I-­ • 

H,M. JR : Or did you write it? (Laughter ) 

MR. PAUL: No. It was submitted to me, but I 
did not write it . 

B.!.l.JR: Listen, before you go on the Hill, in 
regard to getting this Josephus Daniels' editorial 
in the paper, tell him I suggest they ask La Follette 
to introduce it. 

I.IR. PAUL: I can ask La Follette. 

H.M. J R: van you? 

MR. PAUL: Yes , 

H .M. JR: Will you do that? 

Lilt. PAUL: Yes . 

H.M. JR: And then who is looking after Mabel 
llewcome r? 
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J,IR. GAS'l'ON: I think--

H.M. JR: Vlho guides her, assists her? 

MH. GAS'l'ON : I think probably I do as much as 
anybo~ . I talked to her originally. 

MR. WHITE: Isn't she on OPA pay roll? Oh, that 
is Hildegarde Kneeland. 

H.M.JR: They sound very much alike. (Laughter) 

l.l!t. WHITE : They both were working on the same 
thing . I have just leamed that Hildegarde Kneeland 
would be available if you want her. Her staff works 
on cost of living. · 

H.M. JR: No. Mabel Newcomer is getting out a 
series of pamphlets , trying to sell the Treasury tax 
program. 

MR. WffiTE : Didn't Hilde~arde do some work for 
the Treasu cy on the cost of ll ving? 

H.J.!.JR: Yes, she did. She made available her 
figu res to George Haas • 

What are we going to do about Mabel Newcomer 
to look after her temporarily? 

Wk. GAS~N: She is available for part-time 
work. 

H.M. JR: But she has been working and doing a 
lot. I want some body to guide her . 

Mk. GAS~N : I gave her the assignments that 
she has been working on . 

H.M.JR: Will you take this le t ter, and have ~ 
talk with her the next time she comes to town, unt1l 
we get this thing straightened out, Herbert? 
(Letter dated September 18, 1942, si~ed by Uiss 
Newcomer, handed to Yr. Gaston.) 
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MR. GASTON : Yes. 

H.M.JR: Now, one other thing - don't get restless. 

J.m. PAUL: I am not restless. 

H. M. JR: Joseph L. Weiner, Deputy Director, Office 
of Civilian Supply, writes me as of September 17-
Mi ss Chauncey, make a note that I gave that to Gaston. 
We will lose it, most likely. (Laugtiter ) 

IO:SS CHAUNCEY : Yes, sir. 

H. t.l • .ni: He says, "Among the m.any proble1118 facing 
the Commit tee is compensation to firms closed down by 
the iar Production Board program of concentration of 
production . In order to deal with the compen.sation 
problem, the Col!lllli ttee has established a Subcommittee 
on Compensation. In connection with our work cil 
compensation plans for closed-down firms under the 
concentration plans , we wish to have the experienced 
and able help of the Treasury Department. At the same 
time, I believe that the Treasury Derrtment will be 
vitally interested in the developmen of any compensa­
tion plans for closed-down industries. I suggest, 
therefore, that you designate a represents ti ve from 
the Treasury Department to be a melllber of the SUb­
committee on COmpensation for Concentration of 
Production so that you can participate fully in this 
program. • 

Who would that be? 

MR. G AS'IDN : It i s en e conomi at's job. 

I4R. PAUL: Who? 

Mit. GAS'IDN: I say it is an economist's job. 
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MR. Wl![ TE: I think it is 1110 re important than 
appears at fl.rst blush because it may grow into 
compensation for closed-down plants at the end of 
the war - cutting down the billions of dollars of 
con tracts. It mq be an important 0011111it tee. 

H.J.I .JR: llhy not John L: Sullivan? 

WR. PAUL: It is more than an accounting job. 

l.lR. WJi[ TE: I should think it belongs mostly 
in Haas' shop. 

I.!R. GAS'!ON : That would be rtJ:f guess. 

H.M. JR: I don't think so. It comes down-­

MR. BELL: Are there any documents attached to 
show llha t it is? 

H.!A. JR: It is vollDIIinoua. 

!JR. WHITE: It takes both a lawyer and an 
economist. 

H.M.JR: He has been doing that kind of work 
for me. I think I will put John on that, and he 
can call on other people . 

WR. THOWPS:>N: It sounds like George Haas' work· 

WR. WHITE: I still think it belongs to the 
Legal Division and Haas' shop. 

l.tR. BELL: Sullivan can consult them. 

H.M.Jk: Yes, I think so. 

Now, Kr. Paul? 
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MR. PAUL: I want to leave with fOU a report- I 
will just !eave that with 701 (Memorandum to the 
Secretary !ran Mr. Paul regarding Draeger Shipping Co,) 

H.M.JR: What is that? 
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MR. PAUL: It is a report - a su~gested recommenda­
tion. 

H.M.JR: Crowley - oh, well now, look, on this 
tiling - !lr. Cox and Yr. Lubin have declared themselves 
in on this thing, and I said when I decided it,I would 
have thsm present. 

lilt PAUL: Then we ought to han a conference with 
t hsn and go over that . 

H.M.JR: All right . Tell Cox and Lubin three o'clock 
this afternoon, and Pehle - and who else? 

MR. PAUL: Probably Bernstein - I think Bernstein 
and Pehle have been working very intensely on it, 

H.M.JR: All right, three o'clock . 

!.fR. PAUL: I would like to see you for a few minutes 
after that about a little conflict with WPB about taxes. 

H.ll.JR: Just a little conflict - what could t hey 
want to do, get somebody's taxes signed off? (Laughter) 

L!R. PAUL: They sent somebody up !or a~t& third 
time to oppose our program yesterday, and I think we 
ought to do aanething about it. 

H.ll. JR: Why wait so long? 

MR. PAUL: I did something before but it had no effect. 

H.M.JR: The whole program? 

MR. PAUL: No, on depletion. 

H.W.JR: WPB - who went up there? 
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MR. PAIJL: A man named Nelson, not the leading 
N el~ n, but another man by the same name . 

H.M.JR: What is his name'? 

1m. PAIJL: His name ia Wilbur Nelson. 

H.J.t.JR: V. ilbur'? 
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MR. PAUL: I would like to tell.you the whole story . 

H.M.JR: ~by don't I just call up Donald Nelson? 

~11. PAIJL: That is what I did. I think we ought to 
go on record on it . 

H.M. JR: In writing'? 

MR. PAUL: I want to tell you the story. It is a 
l i ttl e more complicated than that. 

H.li. JR: Write a letter for me to Donald l'lelson. 

MR. PAUL: Yes, I would like to do tba t. I v•ould 
like to do that. 

H.lol.JR: All right. 

lffi. PAUL: We have got the thing l i cked as far as 
the present case is concerned, but I thi nk i t i s impor­
tant for t he future. 

H.IA. JR: All right . Write me a letter. Are you 
going to be here at three o'clock? 

MR. PAIJL: I think so, unless something happens. 

H.M.JR: Will you stay after that? 

MH. PAUL: Unless something happens. Vie are up 
on profi t limitations , today. 

H.U,JR: On What? 
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MR. PAUL: Profit limi tatione. 

H.M.JR: I see they accomplished somet hing yester­
day1 The people over a million dollar• do.n ' t have to 
pay more than ninety percent . That makes good reading . 

MR. PA!JL : I thought they were going to do a lot 
more . I was ready to leave. 

L!R. GASTON : The story in The Star last night says 
that your interview with t he press has caused them to 
revise their ideas and i ncrease t he yi eld of the bill. 

H .~. JR : That shows what an effective mouthpiece I 
was for yoo , Her bert. 

Mh. GASTON: But i f they really are softening 
up it is p retty in t eresting. I don ' t know. 

H.1!. JR: Do you see any signs of softening? 

MR. PAUL: No, no signs. 

H.M. JR : Like softening up of the Japanese , huh? 

\~hat else? 

!.!It , PAUL: That is all I have . 

H.ILJR: All right, you are excused when you 
feel like going. 

(Mr. Paul left the conference.) 

H. LI. JR: Herbert, han yo u got a fi st full? 

MR. GASTON : !ell , I have here a letter you 
might wi sh to consid er. 

H . ~!.JR· (To Paul as he iS leaving) Does 
S811l.'IIY Klau ' come to this three o ' clock meeting or 
not? 
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l.!R. PAUL: No, I don't think 80, 

H.M. JR: Poor Sammy, aren •t you going to allow 
him to come 7 (Laughter) 

tAR. PAIJL: He is on that other job now. 

H.M. JR: And 80 he can ' t come to this'? 

J.lR , PiJL: No , I think not. 

H.lu. JR: I see . You want to close it. Don't 
you want to give him a chance? 

• 
L!R. PAIJL: It would just complicate things , don't 

you think? 

MR. . CAl RNS: I am afraid so. · 

H.M. JR: The boy stirred it up; aren't you going 
to let him have the fun of seeing me clos e it? 

~m. PAUL: It will just clog the works . 

H.LI . JR: You fellows are tough. (Laughter) 

l.!R. GASTCtl : I have had a number of calls from 
John McCormack and have been ducking calls from him 
about tbia matter of the appointamt of a comptroller 
at Bos ton . - Jim Curley's br other, you ltno,., John 
Curl ey. Jim Curley succeeded in gett ing the 
nomination in a revised distr ict up there for 
Congress in defeating Tom Eliot, who is a really 
good f ri end of the AdJninis tration . He ll¥)ved over 
into Tom Eliot's district and beat him, Jim Curley 
did. 

H.M. JR: And Tom Eliot is defeated? 
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MR. GASTON: Yes, Tom Eliot is defeated for 
the nomination . Curley went out of his district 
to oppose Eliot and beat him. They are pressing 
very hard for that appointment, and they tell me 
that it is f avorably regarded across the street. 
I have been stalling them for weeks onthe thing. 

H.J.I . JR: 1ell , keep on stalling. I 110uld 
like to get Tom Eliot in the Treasury. 

I.!R. GAS'!ON: That is a good idea. 

H.J.!. Jh: \'nlat? 

MR. GAS~i: That is an idea. 

LIR. ODEGARD: That campaign, incidentally, 
reached a new low, so far as the character of it 
is cone erned. 

H.L! . JR: Who knows Tom Eliot? 

MR. WHITE: His brother is here , Charles, in 
the National Resources . I know of him. 

J.!R. GAS'!ON: I have met him. I don ' t know him 
at all. 

H.M. JR: Do you know him? 

J.!R. ODEGARD: Yes, I know Tom Eliot. 

H.M. JR: I don't know what I would !:Ave him 
do, but I cert ainly could find a spot for him. 

MR. GASTON : Of course he is still a Repre­
sentative until the third of January. 

H.li.JR: I wi 11 call h im. Do you want to call 
him up and ask him what his plans are? Do you know 
him well? 

~. ODEGARD: I don't know as I know him well. 
I have been in his house, bad cocktails with him, 
and talked llli th him a great deal . 

H.\I . JR: Talk to him because lTe is a good lii8Il· 
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JAR, ODEGARD: He is a good man. I will call him, 
H.M. JR: What else, Herbert? 

J.m. GAS'l'Otl: Well, there are rather crucial 
test cases in Randolph Paul's Shop on ·the question 
o£ the draft and collllllisaions. There is one particu­
lar case,! think, that we would like to put up to you 
during the day or within a day or two. 

J.m, TH01\PSON: I hadn't heard of it. 
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J.!R. GAS'l'ON: no, you had not had a chance to hear 
of i t . Huntington and Joe O'Connell were talking to me 
about it yesterday. '!hey are in the Procurement Division, 

H.M. JR: Procurement Division? 

L!R. GAS'l'ON: Yes. 

H.'M. JR: Lawyers? 

L!R. GAS'l'ON: Lawyers. 

H.M. JR: Lawyers do not stand well with the draft 
board. 

llR. GAS'l'Oll: There are two of them over there. 
They are about to go at once. 

H.U. JR: Well, why don ' t they go to Norman? 

J.lR . GASTON: Well, I think this is a case that you 
might want to look at and decide. 

H.M. JR: It is very seldom that more than half a 
day passes when Norms.n calls me that I --

tffi . GAS'l'ON: I asked him to write a memorandum. 

H.M. JR: Could you move it into Norms.n ' s shop, and 
I will see the two of you? 

llR. GAS'l'ON: Yes • 
• 
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H. l!, JR: I mean, I vecy aeldom--

MR. THOMPSON: They move right along. 

H. M. JR: When you say it is urgent , I see you right 
away. 

!JR. 'ffiOLIPSON: Sure. 

H. LI.JR: Vlh.at else? 

~. GAS'roN: Nothing else. 

B. J.I. JR: Kuhn? 

MR. KUHN: You asked about pennies and nickels. 
Those announcements have gone out . They were O.K.'d 
by Peter. I am not sure whether they are for imme­
diate release by the radio stations or for the first of 
October, but I will have the announcements over this 
morning for you to see. 

!I.M. JR: Will ·you? O.K. 

MR. ODEGARD: Did you want to see those announce­
menta? 

B.LI. JR: I would like to see them, yes. 

\'lha t else? --liR. KUHU: 'lbat is all I have. 

JJR. BUFFIUG'roN: We are doing a good job in dis­
t ributing circulars through the banks. They will start 
on October first , making broad distribution through 
their bank statements. VIe have decided, with your kr­
misaion, to hold up general distribution to the for -
three million ~eople we hope to reach until nearer t e 
t ime the tax b1ll is completed, if that is agreeable to 
you. 

H. J.I.JR: I will know better after I see how much we 
sell this month. 
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J.m. BJFFI!iGTON: There baa not been much of a.n in­
crease to date. Usually a large percentage comes in 
the last five or ·six days of the month, but there has 
already been ~ood distribution to the public through 
these commerc1al bank sources. 

H.J.!. JR: What else? 

!.m. BJFFIHGTON: That is all. 

H. U. JR: Ted? 
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lo!R. GAI!BLI!: On September 30, at the dose of the 
tour of these movie stars, they are going to have a big 
celebration in Madison Square Garden. That is a week 
from Wednesday night, ana they would like very much to 
have you present. 

H. M. JR: No . Thank you very much. 

Lffi. GA1lBLI!: That is all I have. 

H.M. JR: No. I had my picture "took"; it was very 
nice; I enjoyed it. 

l!R. GAJ.IBLI!: They have really done a remarkable job 
during the month; they have worked very hard. 

H.~. JR : Did you see the editorial on it in tod51's 
Washington Herald? 

J.!R. GAJIBLI! : flo , sir. 

J.!R. KUHN: Very stupid - somebody having space to 
fill. 

MR. SCHWARZ : Part of the lottery campaign. 

H.M.JR: Just amusing. No, I do not think I want 
to go up. 

J.!R. GAMBLE: They have been responsible for--
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H. K. JR: l!aybe rou can get Barnie Ba:ruoh to go to 
that meeting. (Laughter) 

MR. GA1!BLE : We have had very fine editorial com­
ments from all over the country. Mr . Kuhn has a series 
of them that I think he plana to ahofl you. 

1~. KUHN: The interesting thing is that since the 
movies are big advertisers and are also big people in 
the communit.1 - and retailers the same - the newspapers 
have been publishing more editorials, appreciative 
editorials, about the war bond campaign when they link 
it with the retailers' drive or the movie drive than we 
have ever had before. 

H.M. JR: Ferdie, you surprise mel To think any 
editorial page could be so in!luencedl 

un. KUHN: Well, it just happens that way. 
(Laughter) · 

lo':R. ODEGARD: I was told that that was absolutely 
not true, Ferdie, last year, by a society newspaper 
editor. 

H.U. JR: You made a speech to them, didn ' t you? 

un. ODEGARD: Yes, and they almost tore me limb 
from limb for saying what Ferdie has just now said. 

H. ){. JR: That shows l'lhat a year and a half -:till 
do for Ferdie . ( Laughter) 

MR. KUHN: Seriously, these people have done the 
greatest job that any group has done for us. 

MR. GAMBLE : They have stayed right on it, J.!r . 
Secretary. I t hasn' t been just.a question of starting. 

H.U.Jn: You couldn' t link up that meeting Wednes­
day night and make it a joint benefit affair for the 
governor? (Laughter) 
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JJR. GAliBLE : If you would come, "e Jllight get Yr. 
Bennett in. 

H.M. JR: Nobody said a word to me about coDling out 
for Bennett. I t is amazing, i sn' t it? 

MR. BELL: Did you come out? 

H.!.!. JR: Nobody has asked me to. Nobody has said 
anything to me . It shows how important I am - or un­
important. 

What else, Ted? 

L!R. GAJJBLE: That is all I have, llr . Secretaey. 

H.M. JR: All right. 

Roy? 

. ~t . BLOUGH: Has it been brought to your attention 
the Groves-Gulick study is now in our hands for review? 
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H.M. JR: Vlhat happened was , !Jr . Gulick came in here 
on one of my tax days and said, "J.fr. Morgenthau, this is 
all right; this is going to be easy for you. " He says, 
"We have got this thing absolutely condensed down, irre­
ducible . " He says, "I would like to give it to you." 
lie said, "It is fine, we have condensed this thing for 
~ou. \'lhy, it is just a thousand pages." And so I said, 
Don't lay it on my desk because I don't want you to 

think you have given it to me.• That is all I know. 

!JR. BLOUGH: It isn't quite that bad, !Jr, Secretary. 
They do have the recoiJDnenda tions reduced to aboat seventy 
or eighty pages, and I think even that oan ~e furth~r 
reduced. I Jllight put it on one page for you, somet~ , 
H you would like it. (Laughter) 

H. M. JR: Vfuat are you going to use - · microf~lm? 
When you get i t down to one page I will look at lt. 
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tm. GASTON: 'Ihls i s e. atre.ight attempt at black-
mail . (Referring to Yr . Leib'a letter) 

H.J.!. JR: Is it? 

MR. GASTON: Yes. 

H. M. JR: What do you we.nt t o do - give it to t he 
Secret Service? 

lm. GAS'roN: I think it might be e. good idea to 
t rap the fellow. 

H. U. JR: What? 

J.!R. GAS'roN: I think it might be e. good idee. to 
hook the fellow. I will te.lk to Elmer about it and 
see l'lhe.t he thinks . 

!l. LI. JR: I would love it. I haven' t been in on 
a good blaclanail case in a long time. (Laughter) 

J.m. GASTON: That is what -it is. 

H.J4. JR: Let's have some fun with him. Do you 
think that is what i t is? 

J.m. GAS'roll : Yes. 

H.!.l. JR: Let ' s have some fun with him. 

All right , Roy, we got by you, l!itn ' t we? 

UR. BLOUGH: I e.ssune that meeting at ten-fifteen 
has something to do with the other thing? 

H. M. JR: Yes. 

Cairns? 

MR. CAIRNS: I have nothing. 

H. lL. JR: Odegard? 
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L!R. ODEGARD: I have nothing. 

H.M. JR: I sent word to one of your assistants, 
Vincent Callahan, I had heard suoh good reports on Red 
Barber broadcasting over WHN. I hear he has sol d 
a half million dollars worth of bonds. 

MR. ODEGARD: He is supposed to have. 
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H.~. JR : Broadcasting the Dodger' s - that is a l ot 
of bonds . A fellow listened to him Saturday and he said 
he practically never broadcast the game at all, he just 
read off the names of people tha t bought bonds. 

Chick? 

wt. SC!Ii'fARZ: If I could have tvro seconds after-
rtard to show you two pictures. 

H.M.JR: Two pictures? 

L!R. SCllVfARZ : Yes. 

H. JJ. JR : Where did you get them? 

1~ . SC!IIlo\RZ : "Life" pictures. 

11. 1.1. JR: "Life" - oh yea. 

l!arr-J? 

J.IR. WHITE: Mr. Berle telephoned and wantelrto 
know rthat had happened to that bill authorizing a hundred 
million dollars to be loaned to foreign governments. You 
remember the last time we brought it up was August , and 
you said that if Berle was interested he would rai se it 
again. Well, he has raised it. I asked him how he 
thou~t it was to be handled, and he thought it would be 
handled the same way as the Chinese loan, that.you ~d 
!.!r . Hull would go up there; but he said that Slnce 1t . 
is a money bill , it ought to be handled any way you think 
it should be handled. 
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H.M.JR: Do you play poker? (Laugpter ) 

MR. WHITE: I think I am pretty good. (Laughter) 

H.M. JR: Well, I wouldn ' t see him. You said he 
raised--

UR. WHITE : Neither see him nor raise him? 

H.Y.JR: No. 

LlR. \'IHITE: And the pot is his. (Laughter) 

H.li. JR: 'l'lhat? 

LlR. WHITE: And the pot is hh. 

116 

H.M. JR: Well, he can have what is in the pot. No, 
le t the thing drag. Ask him what happened to the bank 
for North and South America. 

MR. WHI TE: Vlell, I do not think we can let it drag 
because he cal led me especially on it. I told him I 
would speak to you•when you returned. Now we can throw 
it back at him, but I think he has got to get some kind 
of an answer. 

H.U. JR: If he wants to come over here at three­
thirty this afternoon, I will see him. I am not going -
and if he comes I '118Jlt you (Bell) here. A hundred 
million dollars hush-hush money! 

J.!R • • BELL: We don't have it. 

H.IJ. JR: llo, I am not for it. I might as well tell 
him so. 

MR. BELL: We can' t afford it in these times. 

H. l4. JR: What else, Harry? 

'L!R. WHITE : You might want to call up Hull and ask 
him whether he feels keen on it. 
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H.M. JR: I will do that when Berle is here. 

YR. WinTE: There are copies of two bills repeal­
ing the Silver Purchase Act, one by Celler and one by 
Somers , and it was ment ioned - I imagine Dan must have 
signed , or will have signed, about forty letters to 
Senators and Congressmen , at least, on the silver 
thing. There is a great ferme.nt up there. 

Now, the Green bill is coming up, and we are 
going to report on it after we have a di scussi. on here. 
Do you have any interest in it at this stage of the 
game'? 

H.M.JR: Yes, I would like to put in a paragraph 
in all of these letters - going back to my testimony 
and picking out my testimony - and say that I am writing 
that my position - that as far aa I am concerned I would 
like to see all silver legislation struck o~f the books. 

MR. WHITE: You would like to say that now'? 

H.14.JR: Yes, quoted - "1 sal.d on such and such 
a date"- -

WR. BELL: And then go back to what you said, and 
say , "I have hken the position and 1 have not changed. " 

H.t.!,'JR: Yes. "On such and such a date I said • -
SO!Ilebody go through the record - "that I would. like to 
see all silver legislation" - and 1 have said 1t on a 
nUIIlber of occasions, and my position has not changed. 

MR. WElTE : All right. You 111ay have noticed that 
Senator McCarran on Saturday morning announced to the 
press that they were planning to present a bil,l raisi~g 
the price of domestic silver. Now, the only 10terest1ng 
feature about that is the. t I am pretty sure, frolll the 
timing, that he did that before he got your answer to 
his letter. So I think it clearly constitutes a 
violation of the trust lOhich he himself had proposed . 
1 thought you would be interested . 

H.loi.JR: That is interesting. 
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MR. WHITE: There was a cable from Winant about 
C&sady I wanted to speak to you about. 

H.M. JR: I would let him go back. 

YR. WHITE: There are a couple of things about the 
work that he is doing--

H.M. JR: Why don' t you stay behind after Berle 
leaves and I will clean you up? 

JJR. i'/HlTE : ill right. '!hat is all there is. 
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H.M. JR: How is t he ~rdi Gras down at New Orleans? 

MR. GRAVES: It i s abolished. 

H.M. JR: It is abolished? Did you get us a new 
administrator ? 

1m. GRAVES: No, but I got some people interest ed 
down there who will try to do that for us. Mr. Maloney, 
our former administrator, who has been nominated now 
for Congress, is still very much interested and is 
going ahead with that effort to select an administrator. 

H.l.l. JR: Harold, I have a suggestion to make to 
you which you can consider with your associates. I 
was verr much impressed by Cagney reading that letter. 
I thougnt that was an awfUlly good way · to get over a 
etory, you see. I also was im~ressed when I went 
outside there and saw the steady increase in the num­
ber of twenty- five dollar bonds which has been made, 
plus the increase in the percentage of people from 
six up to 'seven percent . There are certain things 
there to sort of get over on the positive side, that 
the war bonds are not a failure , as most peopl e think 
they are, I was thinking that if we could put that 
into the mouth of somebody like Mr. Arnold, who i~ 
president of the Motion Picture Actors , and get h~ 
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to read a letter or make it a little bit different -
I don't know - but i f, for instance , if this thing 
is soing to be concluded on Saturd&f, or next Wednes-
day, I ~ite . a l etter to these people thankins them 
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for what they have done and then put in this st raight 
propaganda stuff, "I think you would like to know 
that during the month of August we sold eight million 
pieces of twenty-five dollar bonds, which was the hildlest, 
and steadily increasing, • and something about paf.- roil 
deduction, how it has increased, both in dollars 'and 
percentage, you see, something on that, and tben get 
this fellow to S&f it. Think about it. 

J.IR. GR!VES: Say it on thh occasion, 1'/ednesd&f -
a week from Wednesd&f? 

H.M. JR: Yes . Then maybe you could get a little 
special short of him saying t hat, which would go 
out to the theaters, because I am impressed with the 
fact that Gambl e 'says there are eight7-five million 
people going to the theaters, and I d~acount that 
by half, so forty million people - that is a lot of 
people to reach. 

J.IR . GAJ.IBLE: As a matter of fact , that is the 
exact figure your people in the Internal Revenue give 
you, the information on how many people are going to 
the theaters every month, because they are getti~ 
the percent. There is seventy percent of the bus~ess 
that ls new business •. 

H. l.l. JR; J.nyway, if it was forty million people 
it is a lot of people. Will you work on that? 

MR. GRAVES: Yes, I think that such a letter would 
be very much in place on that occasion, and of course 
it ouiht to do something, too, about acknowledging the 
very l:'ine work that has been done. 

Regraded Unclassified



- 22 - . 

H.M.JR: I would make it an acknowl edg111ent and 
then sneak this paragraph into the middle. 

MR. GASTON: I think so, too . 

J.!R. GAMBLE : You wouldn' t want to go so far as 
to make this a subject involving yourself and one of 
these people? 

H.JL. JR: Ho, I am no good - a fellow like Cagney 
or a fellow like Arnold, or some outatandinf fi~re in 
the motion picture world. i'lho ia this - I ell o you 
who I would like to have do it - who is this fellow 
that just did this baseball picture? 

lolR. GAllBLE : Ge.r;r Cooper. 

U.M.JR: Yes. 

t!R. GAMBLE: I don ' t think he would be ver;r good 
for this . He is kind of a slow and easy-going--
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H.M. JR: That i s all right. 

MR. BELL: How about one of them i.n uniform? 

H.Y. JR: · No, I don't think we want to use that . 

ldR. l"niiTE: Did ;rou happen to see a short picture 
trying to recruit men for the Air Force, in which Jimmy 
Stewart does some talking? 

H.M. JR: That was the first one we - no, we got 
another one . 

11R. WHITE : I t was, I thought , splendid~y handled 
and kind or a new idea. If you hadn' t seen 1t I 
thought it might be well to run it off on the screen. 

MR. BELL: He tal ks very well, too. 

H.lA. JR: All right. Will somebody tell them down­
stairs? 
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UR. GAYBLE: It is an i!'m1 film. 

H.U.JR: If he gives thia idea of the motion picture -
if he got Cagney to do it - they will get saoebody to do 
it who is good. Anything else? 

MR. GRAVES: That is all. 

H.U. JR: Dan? 

llR. BELL: J.!r . Sproul would like to make sane 
arrangements for regular meetings of the Executive 
Commit tee. They meet maybe two or three times a month 
and they would like to meet once a week during these 
times and set a certain date during the week. 

U.lJ.JR: With us? 

MR. BELL: No, only with you when they want it 
but they would like to set a certain date in the week 
and make that more or l eas fit into what you might 
want, whether Tuesday or Wednesdey would be a better 
date - I think possibly Wednesday might be a better 
date , subject to change fran time to time when we could 
meet . I think maybe we ought to have a meeting of the 
Executive Committee, say, next Wednesday, if that is 
all right with you . 

H .~ . JR: .Ul right . Eleven o'clock, !Liss Chauncey. 

!11 ~ght, wh.at else? 

WR. BELL: I told you Governor To~ers is in t?wn, 
and he would like to come in and pay his respects 1f 
you have a manent. 

H.U.JR: Four o' clock, tell him I will see h.im. 

MR. BELL: We have three tickere across th~ hall! 
I believe, one of bond, the cot t on, and the gra~. Miss 
L~cCathran thinks we might do away with two of them. 

H.W:.JR: Who t .hinks ao? 
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).{R. BELL: Miss McCathran, who runs the desk 
over thex•e . We could save twent;y-ti ve dollars a month 
on each of them if ;you would be willing to t ake the 
cotton and grain quotations less often and fran the 
regult.r ticker, 

H.M.JR: That girl has got braina. 

lL~. BELL: She is good. 

H.Y. JR: Cut out the ootton and grain. She has 
got brains. She is the first girl that has ever been 
there ths t used her head. 

MR.. BELL: She is very good and always has good 
suggestions. 

H.ll . JR: She is the first girl that has ever been 
there that used her head. 

MR. BELL : VIe ought to thank Governor Towers for 
that service . (Letter addressed to Governor Towers 
signed b,y the Secretary. ) 

H.L!. JR: Vlhat else? 

MR. BELL: I understand that a bill has passed - a 
joint resolution has passed the Senate which will cut 
clolm our revenue in October and November by two hundred 
and twenty million dollars . That is the postponement, I 
believe, of the capital stock tax, and then the new 
revenue act knocka it out altogether . So we are going 
to lose ~o hundred and twenty million our next quarter. 

H.M.JR: Is that right? 

~· BLOUGH: I didn't realize that the new revenue 
bill was going to knock it out for this summer. 

YR. BEU.: Well, that is what--

MR. BLOUGH: It ma;y be . I will have to check on 
that. 
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lffi, BELL: He thinlca the new tax bill will mock it 
out altogether, so we will loae that two hundred and twent,r. 

MR. BLOUGH: The situation ia thia, it had to be 
postponed because no one could intelligently file a 
statement of capital stock tax until he knew what thia 
tax bill was go1ng to be , The Senate version knocks 
it out; the House version haa it in . And in any case, 
the revenue will be less because the House version calls 
for for ecasting income only one year. But whether it 
will be out or in, I don ' t know. Yr. Doughten is very 
strong for the tax, and I am not at all sure that it 
will go out . 

loiR. BELL: Anyway, we will lose about two hundred 
million in our revenue. 

The Bank of America has a number of bran ches that 
are located outside of - quite a ways outside of sane 
city limits . It is necessary for their personnel to 
travel back and fort h by automobile and they are t hink­
ing of temporarily closing those branches during the 
war; but they would like to have an understanding that 
they can reopen them after the ~an if conditions are suCh 
as to justify it . I think we ought to do it, but, on 

the other hand--

H.M. JR: Do you recommend it? 

UR. BEIJ.: Yes, but I think we ought to put it in 
such a way that you don't bind your future comptroller 
or your future secretary. 

H.loi . JR: You do it . 

MR. BELL: In connection with our talk la~t n~ght 
I think maybe you would like to read John \'lilhams 
~tter- not the msnorandum, just the letter. (Letter 
addressed to Mr. Bell by Mr. Williams handed to the 
Secretary , ) 

That is all . 

llR. THOOS<Ii: I have nothing. 

H.loi.JR: Class is adjourned. 
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li .J.I.JR: What I wanted to tell you people was this, 
and there is no use of having a bigger group - what is 
the matter with George? 

· UR. WRPIIY: He bas a sore throat, l!r. Secretary. 
His voice is so heavy you could cut it . 

H.M. JR: Did he get that on the farm? 

MR. MURPHY : I don't know what causes it. It 
seems to be some kind of an allergy. 

MR. BEU : He gets them periodically. He was al:l 
right last evening. 

H.L! . JR: Well, this is the way I see the problem. 
After all, if Henderson will do his )ob of over-all 
rationing, or increase rationing, that is all to the 
good, and if the President geta the bill through Con­
gress which will set the level on prices and wages, 
that is all to the good. But it still leaves this 
twenty to thirty billion dollars, and i t still leaves 
the job of how we are going to reise several hundred 
billion dollars in financing. 

Now, this is the way I have got the thing in my 
Ol'fll mind. I think that everybody agrees that we should 
get: one, the maximum of taxes, and that we should. uet 
it, as much as possible, from t he groups that have 1t 
to spend. I mean we should get it within - well, take 
the way we had it, certainly as large a percentage of 
the money in taxes as we oan. 

Regraded Unclassified



125 

- 2 -

Then, as I see it, having agreed on that, the ques­
tion gets to - in the form of the borrowing - what are 
we going to do to the banks. Now, the way it is at 
pre sent, if I got - I think the way it i a at pre sent, 
about a third of the money wil l be raised through revenue 
of what we are going to spend - or leas? ' 

MR. BELL: That is about right. 

H.U.JR: And leaving two- thirds to borrow. Going 
on the assumption, as I said the other day, that the 
thing is not going to get any better from Congress, 
and having great difficulty in getting up to fifty per­
cent of ~~{-as-you-go, what is this thing going to do 
to t he b s. Now, "llhen you .get to that point, this 
much is clear in~ mind. It resolves itself down into 
hto sections. One, how you borrow the money and the 
effect it has on the banking system itself, and then 
the other thing is - let ' s say we found some device 
whereby we could t.erilize our effect on the banks - I 
me81'1 , what we borrowed, we could find sane way of 
sterilizing it so that it did not increase thei r ex­
cess reserve s. 

If we could f ind some way, O.K. , that would be 
one thing. That is A. But still, if we were success­
ful in that, it would leave the money in the hands of 
the owners - of the people, to spend and compete with 
each other for the reduced amount of goods which 
110uld be available. 

liow, I mean, that is the way I have kind of got 
the thing regimented in ~ m.i~d . 

MR. BELL: A complete rationing would take care of 
that. latter. 

H.M.JR: Well, I W81'l t to come to that. As I see 
on that , there are two ways to do it. There is the way 
of having money rationing - I mean, to freeze part of 
the individual's account in the bank before he spends 
it - or a complete rationing on the part of Henderson 
so that he cannot use the money. Even if he wants to 
®end it he couldn' t because everything would be rationed • 
.r;a that right? I mean, do you get it so far? 
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NO\', I can see that, and I tJn not prepared to sa: 
vthether I would rather freeze the individual's a.ccoun{ 
through rationing, I mean through--

MR. MURPHY: Expenditure rationing? 

H.M. JR: Expenditure ra:ti9ning, or urge Henderson 
to go forward and have an over-all rationing. But the 
thing that concerns me right now is this question of 
what we are going to do about the banks . 
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Jfcrn , before I get into that, does aeybody not agree, 
or do you think the. t I have painted the picture the way 
it is from the Treasury s.tandpoint? H.a.ve I "coveted 
the waterfront"? I take it you agree with me. But 
tha t is the problem, Harry, isn't it? 

MR. '.'IHITE : Yes, but with one further modificati on 
which I think needs to be made. Even though, as you 
say, you can take care of the excess reserves through 
some means, it still leaves one other problem. 

JI.M.JR: Well, I haven ' t touched on the bank thing 
at all, yet , but- what other problem is there? 

l:R. ·:MITE: T'nis i s outside the banks, and yet it 
is like the banks . There is also a problem M!ich would 
be handled in a different way and yet it is a problem. 
I merely point i t out in passing, and I am sure you are 
familiar with it. I t is that large volumes of redeem­
able bonds, bonds redeemable at the will of the holders, 
in the hands of the public, are only sllghtl~ diff~re~t , 
but not very much different, than cash depos1ts wh1ch 
they can use, and const!. tute en element which you have 
to direct your a ttention toward. 

H.J.l. JR: Well, I think we are conscious of that , 
but I am going to touch on that . I have been doing a 
lot of thinking and talking - not much talking, but 
thinking, over the week-end. But outside of that , 
describing it in this very sketchy way, I think I am 
covering it, am I not , Henry? 
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1~. UURPHY: Yes, sir, I think you are. 

)~ . B~UGH: Yes, with a degree of emphasis. 

1m. BELL: The thing that Harry raises, and also 
the outstanding currency which will increase in a 
situation of this kind, is involved. . 

IIR. \'IlliTE : '!hat is right - smaller in magnitude , 
but it i s a factor . 
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H.U. JR : It is more or less the problem, isn't it? 

l.!R. BLOUGH: Sure. 

H.V. JR: All ri~t. N0\1 1 the thing - and we have 
got to e;uard this th1ng that we are going to talk about 
terribly carefully, because I cannot trust anybody out­
side the Treasury. I was saying to Bell last night, 
if this ever got out before I was ready to defend it 
publicly I woul d be on the spot; and you cannot trust 
the Federal Reserve because they always leak. 

1m. BELL: Wreck your market, too. 

H.M. JR: How the thing we are sort of groping for -
as I sa1, you fellows , each of you, have got to be 
responnble for whoever you consult in your staff on 
this thing, see? I mean, I hold each of you responsible. 

'llle thing that I am sort of groping for - I talked 
1'11. th Haas and I talked with Bell - is some thi ng along 
these linea : That if we said when we reach a hundred 
billion dollars ' worth of interest-bearing Government 
securities outstanding, we are not going to i ssue any 
more interest-bearing securities - and then we would 
have to get some kind of legislation, if I underst~d 
this thing correctly - that from then on, after a g1ven 
date, on any increased deposits with the banks, they 
would have to put up a hundred percent reserve with the 
Federal Reserve System. Wouldn't they? 
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MR. BEll.: Something like that - control the in­
creased deposita. 

H.M. JR : And that would leave us free to borrow 
without interest from the Federal Reserve System. 
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As I say, all this is very sketchy. Then each year 
there would be a certain &mount coming due of bonds, 
and if we were told - we would have a study on bow much 
the banks need to live on and make a reasonable profit, 
then we would. keep that much interest-bearing securities 
out to give the banks - well, to keep them going, to 
keep them solvent . This is just to throw in as a thougbt, 
tho possibility of continuing to pay interest, but much 
less interest, to people who wanted to buy bonds on a 
volunteer basis. They will be tho only people that will 
get interest, and they couldn't be purchased by banks. 

trow, that is the kind of thing - have I sketched it 
about the way I have been talking about it? 

MR. BELL: Yes. 

H.M. JR: Which would, we think, take care of the 
excess reserve situation. It would take care of this 
thine which we are all worrying about, the eiiht-bill ion­
dollar interest charge after the war. It would, for 
instance - say the banks, for a month, put on a big 
drive and sell six or seven billion dollars' worth of 
securities for October - and I have been shunning it 
because I have had something like this. in mind, you see, 
for some time. I don't want to sell a~ more than I 
have to. Then, of course, the question - one other 
thing which I am sort of changing on is the mor~ I stud,y 
this thing the more I am disinclined towards th1s ~oat­
war oredit or forced savinus. The more I go into 1t 
the more I am leaninu towards straight tax . I don ' t 
think we are ready yet - tha t we have to su~r-co~t . 
this thing by giving these people three. to five b1ll~on 
dollars a year in the form of even non-1nterest-bear1ng 
securities. 

In other words, I don ' t think we have yet exhausted 
tho possibilities of what we can get in the form of 
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taxes, if we are going to keep this country solvent 
after the war. We are going to run up a four or five 
billion dollar debt to pay for the munitions, and 
that is enough without trying to give these people 
a sop by saying, "Instead of taxing you we are going 
to give you a post-war credit. • I mean to that ex­
tent I am kind of changing lll'f thinking. I want you 
to know just where I stand this morning. 

Bell has listened to, and before we get throu~ 
I want him to tel),. about it - there is this Colonel -
what is his name? 

J.!R, BEU.: Sanders. 

I! . N. JR: Sanford or Sanders, or whatever his name 
is, that I heard about through Forreetal. Bell has 
seen him and he is, as far as we can find , the only 
man in Washington who has sat down and figured out 
graphically what a ten-million-man Arlll'f would need. 
I asked Bell to go over. He is seeing two generals 
on the Staff. 

MR. BEU.: Joint st.aff. 
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H.ll. JR: And cpite frankly they tell Bell they have 
never explored this thing beyond their present needs. le 
that right? 

J.lR . BEIJ.: '!bey have explored it in terms of men 
and units and guns, but not in terms of dollars. 

H,tl,JR: And then, now, if I will write them a 
letter , they will begin .to--

l.m. BEll.: Translate that into dollars. 

H.M. JR: And furthermore, they never hea~d of this 
Colonel Sanders. We think we are going to brlng t~em 
together. So. if I write the secretariat of the Jo1nt 
Chiefs of Staff they will begin to study this thing 
in terms of doliars. In other words, until I had raised 
this thing, noboq, had done it. 
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Now, the more I think about it the more I am con­
vino-d that we have got to plan this thing for five 
years; and if it is five years, what is it going to 
mean. You see, this Colonel Sanders has figured it, 
and he figured that each civilian will be able to buy 
one overcoat and two pairs of shoes in five years . 
That is how he has figured the thing. Well, if he 
is right and he can justify his figures , then this 
,mole question of savings and the whole question of 
taxes take on an entirely new thing, because if you 
can't buy the stuff, what are you going to do with 
the money. What are you going to do with it? So 
we are exploring - unfortunately he is out of town 
this week, so I cannot - I have talked kind of long. 
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I would like to, this morning, just direct our 
thinking, because to me it is the most difficult, it 
is the most revolutionary part of it - about the 
banks, aee? I mean, how can w~what is the best approach 
on Treasury financing, interest rates, sterilizing the 
excess reserves, and all the rest of that . I mean, I 
would' like to talk about that approach. I have kind of 
painted the picture, over-all, don 't you think? Harry, 
I can't see you. 

Jm. WHITE: Yes, that is one of the important 
phases of the problem. 

H.ll.JR: Well, the Treasury's responsibility - our 
end of it. 

J.!R. WHITE: I mean this banking is one of the impor-
tant phases. 

H.M. JR: I mean the Whole thing, from my standpoint--

'"' y y direotin.,.' a•tention to the ""'· WHITE : e s. ou are •ou • 
banking phase this morning? 

H.Y. JR: I am going to this morning. The borrowing, 
Harry, how we are going to borrow the money - that is 
what I want to talk about. 
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Henr;r, do ;rou want to a tart off the discussion on 
thi s banking business? 
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MR. J.!URPHY: I would, Mr. Seoretar;r, ;rea. I am 
basically in agreement with you, Mr. Secretary. It 
does not seem to me that the banks perform any service 
commensurate with the interest that we would pay them 
H vre ran up the debt substantially, and gave them . 
interest-bearing securities in exchange for it . 

Basicall;r, the problem is merely giving the banks 
enough t o live on - enough to perform the socially 
necessary functions which they have to perform; that 
is, t he handling of the demand·depoaits, and if we are 
going to have private banking syptema, the pa.yment of a 
reasonable, and I should say not high, return on their 
capital funds. 

Now, I would like to emphasize that-­

H.M. JR : I am listening. 

MR. JJURPHY: ••• that I am contrasting borrowing from 
banks at interest as opposed to borrOIYing without interest. 
If' properly handled, I think the borrowing from banks 
without interest or borrowing from them at a nominal rate 
of interest, fixed not in accordance with any supposedly 
criteria of market price but in accordance with their ne­
cessi ties, i s not inflationarr any more than borrowing 
with interest, and inflat ion l s involved in either case. 

In other words, we have not solved our problem if 
we secure the means of borrowing from banks at no in­
terest or low rates of interest. It will still be de­
si rable and essential to get as much of the monef ae 
possible by taxation and by borrowing !r om indivlduals 
in such a way as to obviate that expenditure. 

H.M. JR: I have prefaced my remarks that way. 

!JR. J.!URPHY: I merely wanted to emphasize that 
point , Mr. Secretar;r. 
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H.Lt.JR : I think we should cet evecy dollar from 
taxes , and every dollar from an individual we can. 

Now, after we have done that supposing we go t fifty 
percent that way - isn't that the figure I used? 

JAR. BELL: Yes, I think it was • 
. 

H.M. ~~ : Supposing we got fifty percent t~at way, 
that would still leave this gigantic figure . 

Lffi. ~~HY : That is correct, and to pay interest 
on the borrowings from banks 1rould in no way il!lprove the 
inflationary problem. ~erely pounding our t humb does 
not make the problem any better. Therefore, it would be 
foolish to pay it and aggravate our fiscal problem and, 
as a matter of fact , make a post-1-ra.r inflation more 
likely because one of the motivating forces of the post­
war inflation might be to reduce the interest burden on 
the public debt . 

If the burden seemed so hi~ft that it resulted in 
a bad fiscal problem there would be a push, conscious 
or unconscious, to depreciat e the dollar to where the 
Government revenues had been increased and the interest 
on the public debt formed a lo11er proportion of the 
total expenditures that would otherwise be the case. 

As we indicated in the memorandum presented to you 
over the week-end, there are the two basic ways in which 
you might go abou~ borrowing from the bonks - the no­
interest, or ar a nominal rate of interest . One is the 
ap~roach of Representative Patman to sell non- interest 
bearing securities to the Federal Reserve banks and to 
prevent the commercial banks from purchasing additional 
interest-bearing securities in the open market . As we 
indicated, you would havs to go considerably beyond the 
Patman bill · you would have to provide means of blocking 
the excess ;eserves tha t the banks secured, either by 
increasing thei r reserve re~uirements or by a direct 
control of their loans and 1nvestments, or both . 

I feel it would be a mistake to rely exclusively 
on control of reserve requirements. I think we oueht 
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to have some direct selective control of their loans 
and investments. That is one possible solution. 
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You will note, as we put it , it involves two 
middlemen, the Federal Reserve banks and the commer-
cial banks . That i s , you are borrowine f rom the persons Who 
hold the deposita. You have two middlemen in'between, 
the Federal Reserve banks and the commercial banks. It 
i s possible to exclude one of these middlemen, namely, 
the Federal Reserve banks, and allocate securities direct­
ly to comercial banks; and doing that has certain ad­
vantages in the mechanical handling of the matter. 

You could have, as we suggested, two aecuri ty issues. 
ile just said, for instance, say one percent and one­
eighth of one percent, and you could allocate amounts of 
these securities t o different banks in such a way as to 
parmi t them t o meke a living. Your large banks would 
have mostly one-eighth; some of your smaller banks--

1!.11. JR: Look, Henry, you are getting into much 
too much detail. 

1m. J.1URPHY: Pardon me. 

H.M. JR: I want to talk about principles. I want 
to know - fi rst I want to know how much-you have got 
to tell me, through Shields, how much interest do the 
banks need to live on. I want that . Now, I am not 
interested in one-eighth of one percent. I want to 
talk about the devices . 

l&R. L!URPHY: Jlr . Shields is down here tod.ay. He 
i s working today and will be working tomorrow on his 
estimates of bank earnings. He hopes to complete ~is 
preliminary estimates tornorrovt evening, and that Wlll 
serve as the basis for our estimates of how much of a 
living the banks need. · 

H. M. JR: That is right, but I am afraid to talk 
for fear that I might tip my hand at this time. 

l!R, WRPHY: We have not diacuue,d it with Mr. 
Shields at all, naturally. 

Regraded Unclassified



134 

- 11 -

H.M. JR: When you get that you can say, ftAll right 
if it is eighty billion or a hundred billion, so muon ' 
interest will keep the banks going.ft 

1m. MURPHY: That is correct , and it is the need 
of the banks for a quota of earnings toprovide for 
their expenses and a small re turn on their capital 
funds which should be our concern rather than any ideas 
of two percent or one percent or any other percent as 
a fair return. As a matter of fact , givin~ them such 
return is entirely i llusory, aa Professor ·,/arren pointed 
out a number of times in a memorandum for Ur. Haas. 
Under present conditions the money market is pegged at 
a pat tern of rates, and the additional interest that 
banks receive on long-term obligations as compared with 
short- term obligat ions is a return for a supposed service 
which, in fact , they do not perform. They are supposed 
to assume a certain risk on longer- term securities; 
actually a cushion is·plaoed between them and the risk 
by the operations of the Federal Reserve s,rstem - they 
just receive the money wi thout performing any functions . 

H.U. JR: As I understand it, in Canada the{ simply 
say to the banks, "You can live on two percent. 

t~ . BEll. : 'lha t is in England, I think, where they 
take these certificate s. It is at one and an eighth. 

IIR. llURPHY: But i n Canada they han also completely 
separated their borrowing from banks and borrowing from 
the tlublic. Vlhen they offer issues to the public the 
banks are not supposed to subscribe. ~fuen the! offer 
i ssues to the banks the public does not subscr1be . So 
they det ermine how much they will borrow from each, and 
when they offer an issue of a certain amount to banks 
the banks are expected to t ake it at the intere~t stipulated. 
The mos t recent bank security I happen to have 1n m1 mind, 
and I think the most recent, was a t hree-quarter percent 
certificate due in about six months. 

li . :M. JR: Where? 

UR. l.aJRPHY: In Canada. 
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H.U.JR: Yas, but tha point th&t lam getting at 
is where I think we hava got to look ahead ia - in 
England thay say the bsnka can liva on one and one­
eighth. All right, once wa find out what the banks 
can live on and we ara satisfied that they need that , 
and that , as you say, they are really rendering a ser­
vice, that is one thing. But this thing is so big, 
you see, that we have quickly passed the point of what 
they nead for earnings. 

UR. ~HY: That is corract. Of course it would 
need some changes in statutes again, J.lr, SecretarY. 
For example, they pay a one- twelfth of one percent FDI C 
assessment . 

H.M. JR: All of those are det&ila which do not 
interest me. I mean, those things, for this ar~nt, 
do not interest me any more than if Bell said, Well, 
you do this and they can' t afford to oash our checks 
and they can't afford to handle war bonds and all the 
rest of that stuff." I mean, for this discussion 
those are all details. All right, if they cannot do 
it then we will pay them. 

UR. LaJRPHY: That is correct. 

H.L!. JR: You see what I mean? I mean we will pay 
them for the actual service• they are rendering and not 
let them feel they are doing something for nothing. 

J.IR . LruRPHY: That is the bash it would have to 
be put on. 

H . ~!. JR : Let's come back to the point. Let ' s say 
for argument • a sake that a hund.red million dollars - a 
hundred billion dol lars, would be tha point - we ara 
now at what point now? 

MR. BELL: About eighty-six. 
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H.M. JR : Let's say we have reached a hundred billion 
dollars and that the ea.rninga &re &11 right, that that 
would be the point wbera we would atop issuing. 

, 
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1-m. !.lURPHY: If it is not too much of a treatise 
l~ . Secretary, the banks, of course, are way under a ' 
hundred billion dollars; they hold perhaps twenty-five 
billion dollars, or ther eabouts, of securities now, 
and if we stopped issuing inter'est-bearing seouri ties 
at a hundred, they could continue to aooumulate for 
sor.~e time . 

lffi. BELL: That was just used as an example. You 
might base it on what the deposits were June 30 or 
December 31. 

H. U. JR: Let me put it this way. Try to pin it 
down. Let's get down to brass tacks . '.'lhich device 
do you thlnk would be the beat when we get beyond a 
certain point ? I don' t care what it is, 11hen we get 
beyond a ce~tain point - ther e is a certain point 
where we have got to s top, and what device do you think 
would be the best to sterilize these deposits in the 
banks so that they won ' t have a potential inflationary 
value . That is the question. 

I.!R. L!URPHY: Good. I was going to come to that 
point, Llr . Secretary. 

l!. U. JR: Speak on that, will you? V/ipe out every­
thing else - a point from where we will have to stop. 

?.:R. L!URPHY: There is no question in 11f1 mind that 
the best device to do that is expenditure rationine· 
I believe, however, that before we can put in expendi­
ture rationing and secure a satisfactory popular re­
sponse for i t we will have to have a rather intensive 
program of commodity ra tioning. I think ~. Haas and- -

U.M. JR: Henry, I have got to stop you again. If 
you have expenditure rationing, that ' is not going to do 
the thing. I am talking about the banks, Henry. 

1ffi. MURPHY : Sterilizing excess reserves? 

H.U. JR: I do not want to put words in Y?ur mouth. 
I am not talking about individuals; I am talhng about 
banks. 
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Jat. t.'URPHY: I thought I 11as answering your ques­
tion. 

J(.1t. JR: You are not . 

J.IR . MURPHY: There are two stac;es to the sterili­
zation. The first is to prevent the banks from expand­
ing their credit by a greater amount than the amount 
~rhich the Government has borrowed from them. There 
are t110 ways in which that can be handled. 

H.U.JR: Now you are getting to i t . 

Jat, l.'URPIII: The first is b'J increasing their re­
serve requirements in such a way that they have no 
more excess reserves after the Government has borrowed 
from the Federal Reserve banks than they did before. 

The other way of doi ng it is by a direct selective 
control of their loans and investments - somethin~ like 
regulation "W" applied on a broader scale. You vtlll 
notice that if the approach--

1~. BELL: That is the installment l oan. 
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l!R. 1.1JJRPHI: You ~~ill notice that if we sold our 
securities to banks by the approach of direct allocati on 
the problem of excess reserves would not occur. I f we 
sell them through the Federal the probleo of excess re­
serves will occur. I do not think, however, that the 
problem of excess reserves presents--

II. JJ. JR: How would it occur - if we do it how? 

UR. UURPHY: If we sold the securities - non-i~terest­
bearinc; securities - to Federal, the member banks w1ll 
receive substantial excess reserves because for every 
dollar of non-interest-bearine; securities vre sell to . 
Federal the member banks will receive a dollar of addl­
tional deposits . Against that they will have, as assets, 
a dollar of reserve at the Federal Reserve banks, but 
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only about twent,r cents. of that dollar will be re­
quired reserves. The remainder will be excese r e­
serves. 

Since the banks will have these excess reserves 
at the same time that their earnings are being cut 
in two, they are losing opportunities for earning 
expansion; they will have eve~ incentive to attempt 
to acquire assets, either open-market Government 
securities; or, if they are barred from those, securi­
ties other than Federal securities. To make new loans 
to permit them to do so would add an element of infla­
tion to the picture in addition to the element that is 
involved in borrowing from the banks themselves . They 
can be prevented from doin~ that by increases in re­
serve requirements . Such 1ncreaaes, however, will 
have an unequal impact. Some banks will have their 
requirements increased to an amount that might pinch 
them somewhat, and other banks to a leas extent. I 
think that can be eyened out, but I believe it should 
be supplemented by some d-irect control of loans and 
investments. 

Now, assuming that this problem can be completely 
solved - and I believe that it can - the problem of 
inflat ion would still continue. That is, for every 
dollar that we have borrowed, a dollar of deposits 
would be created; and it i s that problem that I 
thought you had asked me to address mfSelf to. 

1~. BELL: That is the second phase of the whole 
picture that you presented this mo~ning . 

H.M, JR: Yes. 

Am. L!URPHY: And I think it is the much more impor-
tant phase . · 

H.M. JR: I am not saying which ie · 

UR. A«rnPHY: And that problem can, I think, ~n ~he 
final analysis, be solved only by expenditure rat1on1ng. 
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H.M.~: But I am not addressing ~self to that 
this morn1ng. l mean, I understand that, and havi 
understood it, it does not seem so difficult . Theng 
other one, not understanding it thoroughly, seems 
more difficult. 
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!JR. MURPHY: I am sorry. I thought you meant both 
of them. I thought you were interested in both. 

H. U. JR: Not for t he 'minute, no. In other words 
I am not for the .mi.nute interested in what happens ' 
to the individual deposits. What I am interested in is 
what happens to the deposits of the banks as a whole 
and the banking system as a whole. 

JJR. UURPHY: I s ~ discussion of that satisfactory? 

H. V.. JR: t!o , but --

1m. MURPHY: Would you like me to pass on-­

H.M. JR: No, I am working too hard. Leb's you 
and I rest a minute. You have got too much in your 
head. I want to keep this down to one thing. You see 
too much. I only want to see a little picture . Just 
relax a minute , Let me take on Harry for a minute . 

!JR. '.'IlliTE : If I understand you want to direct 
yourself to one part of the probiem, that part which 
I eathered was involved in your last quest1on - the 
bank excess reserves. 

H. JJ . JR: \Vell, I will put it a little bit differ­
ently, It may be the same . Knowing that we are going 
to have to borrow four or five hundred billion dollars 
if the war continues for five years, what can we do to 
sterilize the inflationary impact on the banking system. 
Do you see? \'lha t can we do? I! ow oan we borrow? 

the 
to. 
the 

!JR. \'IHI TE : I am afraid I am going to fall into 
same difficulty that Henry did, but I will try not 
'Ihe way you phrased you.r question, he had to answer 

last part the way he did. If you excluded, as I 
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gather you have, the individual deposits , let' s forget 
about t~at ; and you are going to concentrat e merelY on 
the expansibility of the banking system on the basla 
of the reserves, which is another way of saying you 
want to absorb these excess reserves, which is the 
question you asked. · 
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I think that the simplest way that I would recom­
mend is the one that has been sugeested, of obtaining 
po~ers to raise reserve requirements up to a hundred 
percent, if necessary. You can do that in either of 
two wa:;a. You can raise the average on existing so 
there will be none left above the level that you are 
seeking, or you can make it a hundred percent above -
take any date Qr amount you want. You can do it either 
way. I think there is something to be said for either 
way, 111\ich needs a little more discussion. But it would 
be a question of raising reserve requirements, either 
the general average, or making ·it a nundred percent or 
ninety percent or eighty percent above X - take whatever 
level you want. 

I don't know whether that answers your question-­

H.U. JR: Well, the point is, this memorandum to 
me is not quite clear. As far as I have gone, it seems 
to me that the bost way for us to do is, after a certain 
date, to borrow our money from the Federal Reserve S,ystem 
at no interest. 

I1' we d eo ide that that is the way we will do, then, 
as I understand rt , for every thousand dollars we borrow 
it creates a thousand-dollar credit with the banks; and 
in order to keep that new thousand dollars f~m becoming 
available to them as a basis for their borrolflng, ~ re­
quire them to redeposit an equal amount with the Federal 
Reserve, which, as I understand it , would be a hundred 
percent reserve for new deposita. 

Am I stating it correctly? 

l.!R. BEU.: '!bat would be one way, ye3. 

H.l.!. JR: Have I stated it technically correct? 
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!JR. l'd!ITE: Not 9.uite, because for every thousand 
dollars that you put 1n the banks they already have t o 
pay, under exist~ng l aws, a certain amount. 

H.M. JR: Over and above. 

l!R. WHITE: Yes, over and above. 

!.!R. BELL: Leaving out the pre-ent requirements, 
that is correct. 

UR. i'II!ITE : It would make it impossible for the 
banks to handle ~ of that. 

H.M. JR: I want to make this vecy clear. I think 
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I am technically clear, am I not? I want to get - if 
at present thef have to deposit twenty percent after a 
certain date, 1f we borrowed a million dollars from the 
Federal Reserve Sfstem, non- interest-bearing securi ties, 
as I understand it they would have to create a thousand 
dollars ' worth of deposita with the banks - member banks. 

JdR. \'~I 'l'E: Appr oximately, 

H.U.JR: And we would say, "For that million dollars 
of new deposits, you have to redeposi t a million dollars' 
worth with the Federal Reserve Sfstem. " That is, as I 
understand it, what is meant by a hundred percent reserve. 

~. BELL: Instead of the present required twenty. 

H.Y. JR : Yea • . All ri~t so far? 

J.!R. BELL : Yes. 

H.M. JR: Now, is that a better device than some. 
suggestion that you people made of doing this borroWlng 
directly from the ba.nks? I mean, I want to get this 
thing straightened out first. I mean we could borrow 
from the banks and not pay a:tJ:1 interest. 

MR. VlKITE: I don't think there is that difference 
between the problems . 
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U. J.!. JR: He te:lked about a couple ot middlemen. I 
just wondered whether we weren't cutting out the middle­
men if we borrowed directly from the Federal Reserve 
~~stem rather than the banks. 

MR. MURPHY: No, sir; you have the middlemen. You 
are at one end and ·-the person who owns the deposits is 
at the other end, and any persona in between are middle­
men. It you allocate securities t o commercial banks, 
say, for the sake of argument , at no interest, there is 
o~m.iddleman between you, the borrower, and the holder 
of the deposi ts, the lender, that middleman being the 
comercial banks. 

How, if the Federal Reserve banks are also in the 
picture, there are two middlemen. In essence, you 
borrorl from the Federal Reserve bank, the Federal Reserve 
bank reimburses itself by borrowing from the commercial 
bank, and the commercial bank reimburses itself bY borrow­
in~ from its depositors. In any event , there wi ll be a 
miadleman; borrowing from the Federal Reserve banks there 
will be two , which is not necessarily a difficulty. 

H.M. JR: i'fuat I am trying to get down to i s - rli. th­
out coDllni tting anybody, but as of this morning, if we 
were going t o borrow, without interest , and create a 
hundred percent reserve against these new additional 
borrowings, which do you think is the better way to 
do it, tliroupb the Federal Reserve System or directly 
f rom the banlCs? 

JJR. '.'nfiTE : When you speak of the Federal Reserve 
System do you mean the Federal Reserve banks? Do you 
mean from the Federal Reserve banks or from the commer­
cial banks? 

H.M. JR: I mean the Federal Reserve banks. 

l.lR. BELL: I do not think it makes, really, a_ lot 
ol difference, and I think after we get to discuss1ng 
the thing we may find some reason why il ought to go 
one rtay more than another. I sort of feel now as 
lhoue)\ it would be better, paycholoc:ically, to borrow 
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from the Federal Reserve banks and let them deal with 
their members. But I can see Henry ' s point, that you 
eliminate one step here , going directly to the banks -
it might be better. On the other hand, I would like 
to think the thing through. 

l~. tiURPHY: Could I make two points? 
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H. Ll. JR: One second - Iff¥ own psycholoc;y, I think, 
towards the subject is, what is the Federal Reserve 
bank for? It is for something like this. If you went 
to tho banks direct they would a~, "Look mat you are 
doing; you are squeezin~ the wall and all the rest of 
that stu.ff - all of that publicity. But if you go to 
the banks - the Federal Reserve banks - and borro~ this 
money, if that isn ' t what they are for, I don't know 
~1ha t they are for. 

I mean, all this is very tentative end very new. 
I am just trying t o think and then have all you fellows , 
after we ge t through here , go out and think and talk 
about it . You see? 

J.!R . \'IHITE : Can I give you the other side without 
s~yinc vmich side is more important? 

Jl.l, . JR: Henry is first . 

UR. ~~~: The ooint I wanted to make first is 
that technically your reserve problem is just the oppo­
site in borrowin~ f~the Federal Reserve Banks end 
borrowi.ng directly from the commercial banks. If you 
borrow from the Federal Reserve banks the problem is 
to mop up a lot of excess reserves created in the. course 
of the borrowing; if you borrow by direct allocat1on to 
the commercial banks, the problem is to create new ex­
cess reserves for the commercial banks, by means of 
which the commercial banks can support their bo~rowing . 
Neither problem, however , is .insuperable, techn1oally • 

H.M. JR: You mean, then, the Federal Reserve has 
to buy securities in order to--
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lo!R . L.'URPHY: That is r ight. You have to, in llllT 
event, do enough borrowing direct from the Fed to put 
the member banKs in funds. I agree perfectly nith Mr. 
Bell with respect to what would ultimateq be the 
criterion of choosing between the systems . They work 
out about the sa.me t heoretically. 

H. J.(. JR: Which one? 
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J.!R . J..'URPHY: The thing tha.t would be determining 
would be which one, it seems, would ha.ve the best 
psycholoyjcal effect - which one would shock Mr . Speigel 
the leaat. (Laughter) 

H.M.JR: You are gettine very practical, Henry. I 
didn' t expect that from you. (Laughter) 

~!R . WRPHY: I think that is a verr practical 
question. When you say, ''VIha t are the Federal Reserve 
banks for , " I think there is an opposite point of view 
to that. There is a very.wide-epread feeline, particu­
larly among the ~lder generation - monetary theorists -
tha t that is just ~hat a central bank is not for, and 
that when a central bank is used for that purpose that 
is the first portent of disaster. I don't kn011 which 
will prove the stron<>est, the aversion of oo=ercial 
banks to takine non-lnterest-bearine securities, or 
the aversion of traditional thinkers to borrowine from 
the cent ral banks. I think it is something that you have 
to t ry on various people and see 1'1\ich shocks them the 
l east, and tha.t is the final decision. 

H. !.I. JR: Well, one way I would have to deal vri th 
this Executive COIIIllittee, 1'lbich is a. erouv of five 
people, the Open Ua.rket Coomittee, wouldn t I? 

l.!R. BEll.: Yes. 

H.M. JR: I sn' t that who I would deal with? 

MR. ~miTE: With new legislation. 

UR. VURPHY: After five billion; and you would need 
new legislation, in anf event, to control your reserves. 
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H.l!. JR: And the other wa;y I would have to sit 
here and make an offering t o the banke, and the 
Guaranty Trust of New York will sa;y ~e don't want 
to buy any of that stuff." How am I going to make 
them buy it? 

MR. BELL: It would have to be mandatory. You 
couldn't do it an;y other way. 
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H.Y. JR: According to the capital and reserves. 

~. BELL: You would have to get l egislation on 
that which would be really dictatorial from ;your stand­
point . Just say& "This is allocated to 7ou. You will 
have to take it. 

!.!R. L!URPHI' : ·We are making a study of wh.at would 
be the appropriate criterion to the banks. 

H.Ll. JR: The purpose of this discus. sion is - I 
mean I have gone about so far in m,y thinking, and I am 
throwing this at you to let you know how m,y brains work, 
what is bothering me, what I think the problem is, and 
then you fellows have got to go out for a couple of 
da7e and study it and come back to see me. 

You have been ver;y good. 

MR. BLOUGH: This isn' t m,y problem, and I don't 
propose to be an expert in this fi eld. I would like 
to make a very few re~ks. 

I very much dislike seeing non- interest-bearing 
debt forced on commercial banks because I feel the 
problem of the criteria of allocation r;ould be ver;y 
difficult to develop. It would also leave a ver;y bad 
taste in the mouths of ~uite a number of people. It 
seems to me that there 1s no par.ticular point in 
stopping. at a hundred billion dollars or any other 
point and ea7ing, "From now on, no more debt with 
interest. " You could continue to issue debt with 
nominal interest -to commercial banks - or a ver1 low 
rate of interest, simpl1 for the purpose of taking 
care of their--
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(Discussion off the record. ) 

UR. BLOUGH: I w~s saying, it seemed to me a 
rather bad psychology to force the commercial banke 
to take non- interest-bearing securities. It would 
seem to be somewhat better to continue to give them 
very low-rate interest-bearing securities - much 
lower then now, but still with a token rate , at least 
so they could feel they were getting their expenses ' 
out of it. And for the rest, frankly go to the central 
bank and get it from them. 'lha t would have a less un­
desirable effect, psychologically, which I think is the 
basic point here, to do that from the central banks than 
to do it from the commercial banks, and then make what­
ever adjustments were necessary to get your reserves 
protected against the excess reserves l'lhlch were thereby 
accumulated. I should, at the same time , continue some­
what higher interest-bearing issues to the public, not 
including the banks, and I would have at least a little 
compulsory saving at the lower end of the income scale 
for people who would otherwise be taxed a great deal 
heavier than we would want to tax them. 

I am very much pleased to see the approach you are 
taking, ~~ . Secretary, because it seems to me perfectly 
obvioua that facing the problem *e do, very unorthodox 
methods of financing are going to be absolutely -necessary. 

H.)(.JR: Roy, what I am trying to do is, and lffiat 
you fellowa have got to help with - and I don't care how 
long it takes - I think it would be a mistake to try to 
do it before election, I just think it would be bad, but 
I don ' t care whether it is going to take me an hour or 
two hours, but when the time comes- or a half a day .­
where it is within the realm of our responsibility -
maybe Henderson and I will do it join. t ly, he explaining 
what he is going to do and we explaining what we are 
going to do - make a joint presentation, you see. He 
Ttill eay, "I will take care of this problem; the Treasury 
will take care of that problem" - I mean, if we could get 
an agreement. 

(Discus~ion off the record. ) 
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![, I.L, JR: I am just thinking out loud. Supposing 
this presentation of this Colonel Sanders is good and 
he shovls the requirements of a ten-million-man Arm;y, 
what do they need, how much is going to go into the 
Army and how much is going to be l eft - he has a visual 
presentation, aa I understand i t, hasn't he? 

MR. BELL: Yes. 

14 ( 

![, L!. JR: And then we check with the General Staff. 
"/e will get what they neett. And then we go out and 
sa~, "All right , gentlemen, looking ahead for five years, 
lh1 s is what this country has got to do. So much of the 
nroduction has to go for war and so much is going to be 
left. \'/e in the Treasury have got to do our part. '!his 
is the way we think we can do it, " 1'1ith alternatives 
within each group. !Jr. Henderson will present his part -
uhat he can do and how the people can spend their money, 
and the Fed will do its part . It will be a joint pre­
sentation to the country of Vlha t the problenr ia, think­
ing it throu~ for f ive years and then, out of that, ask 
for legislahon. 

MR. BLOU({H: I have only one misgiving about the 
71holc business, and that isn't the. t it won't be ne ce s­
sary, but that the real answer to t he question is taxes, 
in almost every sense of the word. That is, we ~on't 
want to make it seem too easy some other way to cut down 
the amount of taxes we might otherwise get. We must , 
all the way through, from beginning to end, and in. every 
nay possible, emphasize over and over and over aga1n, . 
that the burden is here, and that the real way to meet 1t 
is throuth taxes. 

H. !.I. JR: Roy--

~Dt . BELL: You can 1 t get something for nothing. You 
have got t o pay for i t eventually. 

H.U. JR: Roy, that i s all very nice, but the thin! 
is this , that nobody in this admini.~tration has presen ed 
the ~thole picture to the country. .le still h~ve n?t pre­
sented it to the civilian population, what thls thmg 
means. '.'le don 1 t know. 
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Llr . Henderson is worki.ng like hell doing his j ob 
Mr. 1/elson· is working like hell doing his job. I a.m ' 
doing the best I can. Now, one of the reasons we falled 
on tho tax thing is just because we haven't presented 
it to the people. They don't got the whole picture, 

!JR. BLOUGH : I think that is rieht, sir. 

H.!J. JR: I think that the people would say - I go 
on this theory that all of this thine get s down to uhat 
I call extension teaching; that i s , takine the teaching 
to the grass roots. You have rvot to go to the People, 
and the people have not had th s thing exnlainea. They 
don' t understand not only their own probl~m, but they 
don't understand what England's probleo is. This thing 
is terribly complicated, and with no disrespect to the 
President he does not understand i t because I can't even 
get him interested in taxes. It is the one thing he 
doos not want to talk about; it is the one thing he 
ITon' t discuss. He won't do anything about it . So if 
he doesn't, starting with the President, how can you 
expect John Doakes to understand it? 

And therefore, just because you are afraid that 
i£ the thing seems so easy we will 88t less taxes - and 
I don 1 t personally think that hol ds water--

~. BLOUGH: I hope you are right. 

H. U. JR: Well, the argument is in ~ favor , because 
we are not getting the taxes. 

I.IR, BLOUGH: Yes, and don ' t misunderstand me • . I . 
don't mean this does not have to be done . I do th1nk 1t 
has to be done. I simply want to stress the idea that 
in doing it we want to make it perfectly clear to the 
public - my only point is this, this ho.s to be d?ne and 
I a.m all for it , but it seems to me all through 1t we 
ought to mo.ke clear to the public as we go along that . 
this is the second best thing. "Viha t you ought to do 1 s 

do this through taxes, but to the extent 1ou won't! and 
it is economically not fitting - and that is true 10 
some cases, not to do it through taxa s - then 11e have 
got to do it same other •81· " But the stress, all the way" 
through, ought to be on "this is the second best approach. 
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H.!J. JR: Well, you a.re thinking texea. 

J.IR. BLOUGH: I am thinking of France . 

JUl. JR: Of what? 

MR. BLOUGH : I am thinking of France, for one 
thing. 

H.J.l. JR: Well, on taxes we are prett;y far removed 
from France. 
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I don' t know, gentlemen, whether this thing could 
be done visually - the whole thing - but if it could 
it woul d be a magnificent thing. I mean if there could 
be a visual demonstrat ion of what it means to this 
countr;r to have ten million men under arms, and what we 
have got to do . That is the problem. 

UR. BELL: I think some time the President has got 
to tell t~e country vthat ten million men mean. 

H.M. JR: When we get through he mey DUike the speech. 

MR. BELL : He has to make one of them, it seems to 
me ; that is, what you are up against when ;you have a 
t en-million-man ~ - what it is going to do to indus­
t ey, what each individual has to do without . Then you 
follow along as to how you are going to control each 
segment of this econo~ after he makes that statement. 

H.M.JR: But he should not make the statement until 
we have the answer. 

MR. BELL: Absolutely not . I think it is dangerous. 

U.M. JR: Until we have the answer. You say this 
fellow Sanders is afraid about whom he tells this thing 
to? 

UR. BELL: I think hi s time and efforts are not 
his own. 

H.L!. JR: No. But e.n:rw111 I have talked ~~el! out . 
I am trying to give you people the ~ictures. !.ow I 
want - have you talked yourself out. 
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MR. WHITE: Yea. 'lhia will bear a lot of talking. 
I don ' t thlnk there is much disagreement with ua. It 
is clear that this has nothing to do with inflation 
during the war; you are concerned with directing your­
self to post-war infl ation and the interest burden. 

I am in thorough agreement 
the interest burden down, and I 
subject opened that way. 

with you on keeping 
am glad to see the 

On the post-war inflation, ao far as the bank 
expansibility is concerned, I " am not in whole a2ree­
ment on. It still leaves other areas nhich I take 
it you will explore. I am not in thoroupp agreement 
on the question of compulsory savings ana taxes, but 
I gather that is a separate problem. You will raise 
that some other time? 

H.M.JR: No . Vfuat I am doing, Harry, is this ­
in my 0'1111 thinking - I don't know about anybody el~e -
I have made a little progress. I think I see a 
little bit more clearly the magnitude of the thing, 
and I realize that certainly I , or anybody else in 
Washington, has not gotten the thing laid out in a 
way that you can explain it to a high schoo~ graduate 
or somebody attending high school. 'lhe PreSldent has 
not done it, and I know he doesn't understand it. I 
know Harry Hopkins doesn't un.deratand it, and the . 
great trouble ia, it is like the time we did that Job, 
you remember, on prices on copper. 7/e went over to 
see the President. His reaction was that he sort of 
flushed and he said "ilell, this is a new experience. 
I am supposed to be1 the teacher and you the pupils, but 
this time I gather I am to be the pupil." 

1m. WHITE: I remember that very clearly. 
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H.M.JR: That was h.is introductory remark, but ~e 
listened to what we had done, and I think it was Lub1n -
didn't he explain the thing? 

UR. WHITE: There were twelve or thirteen persons 
there. 
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H.ll. JR: Didn't Lubin do the explaining? 

MR. ',\l!ITE : I don't remember. 

H.M. JR: I think he did. Were you (Bell} there? 

MR. BEU.: No. 

H.M. JR : Th.e President--

J.:R . '.'.MITE: I think he started. 

151 

U. JJ. JR : The President said, "I see, this is a novel 
experience . • He was a little irritated. "I am to be 
the pupil and you the teachers: he said. This is the 
same t hing over again, and I am more than willing to be 
the pupil now. I am the pupil. 

But can you four gentlemen carry on from now, to­
eether , for a .coupl e of days, and study this thing on 
an over-all basis ; not just this thing, but on an over­
all basis. 

Dan is e;etting the stuff from the Al'llfl, and, starting 
with the assumption it is ten million men, how we are 
going to equip them - that ian' t out job, but how we 
are going fo pay for it, and what are we going to do 
1nth the money that the civilians have left in their 
pockets . 'i/hat are we going to do about that? How are 
we going to control that? How 'are we going to control 
the civilian goods that are left? That is the problem. 

Now I don ' t want to get into how we are goi~ to 
produce the munitions for the AMifl, because I don t 
think that has anything to do with this. Do any of 
you gentlemen think so? 

MR. WHITE : No. I am glad to see what you said, 
and I think .it is important that you aet aside a o?uple 
or a few hours a week, or half a day a week, and l1sten 
to the discussion. I think that is important. 

H.l.!. JR: I am telling you now, that I am going to 
start again at ten o'clock Frid.ay on this thing. 

Regraded Unclassified



l Sl 
- 29 -

J.!R, WHITE: What I mean is it is not only imnortant 
for us to try to agree, but it seems to me - but the 
thing needs discussion in your presence. ' 

H. JJ . JR: O.K. For the time being, I 'think we will 
just keep i t to this group. 

UR. BELL : And .Haas. I am soared to death of 
this thing getting out. It is a bombshell. 

H.M. JR: I mean, there is no use anybody else-­

J.!R . UJRPHY: Do you want m.e here if J.lr . llaas is 
here? 

H.Y. JR: Yes, I do. You are all right. 

MR. iVHITE : I would like to extend it,if it is a 
question of confining it to an individual, to mr assistant, 
Bernstein, who knows more about banking that I do. · 

H.M. JR: That is ali right. Bring him along. Do 
you {Blough) want to bring somebody? 

MR. BLOUGH: If I may have the privilege of bring­
ing one - I don ' t know now who. 

ll.~JR: Well, the only thing, can't these people 
discuss it with you a little bit? Don't bring them 
in, but keep this small like this. 

UR. WHITE : Oh, yes, keep it without them. These 
problema, speaking for mr own section, have been gone 
over a great deal, and I suppose the others have, too. 

H. t!. JR: I would rather - I \Vould like Henry to 
oorne, and George, but keep it down to this. 

MR. WHITE : O. K. 

II .M. JR: You didn't mean to bring him in? 

MR. ~miTE: Either way you like. He kno\Vs a good 
deal about the technical points in banking. 
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!l. IJ. JR: He i sn ' t very lOcal - I mean Bernstein 
isn ' t , so talk it over dth him. Just as soon as the 
cr oup begins to e~and I don ' t work so well. I mean 
I know you people 1ntimately; I don ' t kno1v the otl;ter~ 
But let ' s keep it down t o three or four fellows, 1'/e ' 
will make it nine o ' cl ock on Friday. Now can • t you 
bet•.1een now - today i s Tuesday - between now and Friday 
have discussion amongst yourselves? ' 

l::l. . t.'iJRPHY: Surely. 

!.3. '.'IlliTE : I think we can agree on some !JOrtions 
oi' the program. 

L:R. BEIJ.: 7/e can meet '.'/ednesday or Thursdey. 

!.3. ~'JHI TE : Do I understand your assignment is to 
include not only this banking matter , but everything 
70u have touched on today? 

H. }.:. JR: Let me do it once more . The assignment 
that I am asking you people is this . They tell us 
Lhoy are going to have a ten- million-man Arrow, and I 
am r ivin8 you an assumption that the v:ar is goi ng to 
lasl for five years . 

Now, how are we going to rai so the money, hor. are 
~1e goi~ to deal lli th the banks, and hon are we going 
to deal with the civilian population in regard to the 
money that they have in their pockets, and to control 
their spending habits; and how are we, besides the 
borrowing from the banks, t he borr o\Ying f r om individuals, 
and the taxes - in other 110rds- -

J.m. ~.UITE : That is the whole problec. 

11. M. JR: The whole problem - looking _fol'IV~rd to 
some kind or a vi sual demonstration on th1s th1ng. 

l.m. BEIJ.: Now t his is ril'ht along the line~ of 
the bi g committee study, except you have throTI!l ln the 
banking probl em. 

H. ll. JR: \'/he.t big cocmittee? 
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MR. BELL: The one that you had here last Thursday 
on what you rtant to get out to the public. ~ 

MR. '.iliiTE: I think the principles don't need a 
l arge group, but once you want to flnd the best method 
of presentation, and that sort of problem, then that 
doos need to be extended to other persons. 

!~ . BELL: But this ought to be kept separate from 
1.hat l'le have been talking to the Secretary about and 
the memorandum we submitted, i n which there was a dead­
line toda;r to get together with the group, and 'lhursday 
11e were to have a meeting on it l'l'ith the Secretary. 

li . L:. JR : ilhat was that , Dan? 

Lm. BELL: That was on the approach to this whole 
problem. 

L!Il . i'fHI TE : It i s the same problem. 

l.m. BELL : It i s the same problem except you have 
throvm into this picture this borrowing on a non- interest­
bear ing basis. 

II. J.I. JR: What I did - what I said to you people 
the other day when I gave you this originally was, 
"I don ' t care how radical you are,• and nobody came 
in with anything radical enough. I was disappointed. 

UR. BELL: This one is radical. (Lauehter) . 
l.:r . 

(The Secretary held a telePhone conversation with 
Stonier.) · 

II .L{. JR: But, Dan, I don ' t know- isn't this an 
overlapping of the two things? 

MR. BELL: Yes, but I would keep them separate 
and keep the groups going ahead. 

H.M. JR: If you \'lill do the thing, and keep lu~h­
ing the thing, because I never was more in earnes ln 
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anything in ~ l~fe, and the way to do it - I think I 
have traveled qUlte a road over the week-end. Don't 
you men think so? 

MR. BELL: You have dropped from a conservat ive to 
a radical. (Laught er} 

L!R. MURPHY : Not necessarily "dropped" - changed--

1!R. BELL: Oh, I see - maybe "up" . I accept the 
codification. 

H.~. JR : Listen, I was surprised at you, young 
fellow. 

J.lR. BELL: I know. It shocked 11t;f conservative 
nature, I tell you. 

H. Lt. JR: I was surprised at you. 

!.:R. BELL: But so does the prospect of a five 
hundred billion dol l ar debt shock me . 

L!R • • IHI TE: The distinction between youth and old 
ace is the ability to be flexible enoueh to adapt your­
self to new situations. It has nothing to do \T.Lth 
years. (Laughter) 

UR. BELL: Youthful or old--

H.U. JR: You are talking intellectually now? 
(Laughter ) 
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l!R. Vo'IU TE: I think i t goa s all the way up and dovm. 

11. M. JR: Well, anyvray--

MR. 'I'IIII 'l'E : May I suggest this one thing - it may 
avoid our di f f i culty. The one thing that we should .not 
talk about and the most important new thou~t that you 
have introduced I don' t t hink we have to ta~ abo~t ; 
that is, the suggest i on that you might cons1der e1ther 
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very low or no-interest borrowing from the Federal Re­
serve s,rstem. Anything outside of that we have talked 
about , and 11ill continue to talk about , but that por­
tion we need not talk about beoauae it need not affect 
except in our minds , the other work we are doing. ' 

JAI!. UURPI!Y: That point should be omitted from the 
memoranda. 
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1~. BLOUGH: It has only one effeot, or substantially 
one effect, and that is the post-war problem, so that--

L~. ~fliiTE : The interest burden - it has sol:le other 
im~ortant effects now. 

H. IJ. JR: Roy, it isn't only post-war . I mean, it 
takes care of a potential real criticism of the Treasury, 
in the sense that we would be subsidizing a particular 
!n'OUp during the war, the way we are not supposedly 
~oinc with the manufacture of munitions , but 11e 1vould 
be subsidizing the manufacture of money - that is a good 
line . 

I.Dt . BLOUGH : What I meant to say--

H.Il. JR: VIe are supposed not to subsidize the manu­
facture of munitions, but if we keep on this way we will 
ba subsidizing the fellows manufacturing the money. 

L!R. WHITE : We manufacture the mone:r and :;ive them 
the subsidy - it is worse than that. 

UR. BLOUGH: I t won't fit in with the rest of the 
picture. 

H.M. JR: I traveled that road with Haas. 

!JR. 1'/liiT.E: That is a very important road, too. 

H. AI. JR: I traveled that road, also. Why not just 
print the mone:r? 
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UR. WUITE: It is equivalent to printing money, 
That is one of the charges that you expect to have 
levied against you when you borrow from the Federal 
Reserve banka. It is a little more disguised when you 
do it from the commer cial banks. But in any of the 
oases, it ia ~ust the equivalent to what is called by 
those who don t like it "resorting to the printing 
presses . • 

H .~!. JR: Do you know what this radical Dan Bell 
suggested last night: Couldn't I get into the Presi­
dent's price bill just a little joker somewhere, which 
would permit us to do this th.ing. You have got to 
watch him, boys; a couple of you conservatives around 
here have to watch him. He wanted to get a little 
joker to permit us to go to the Fed and do this tuing. 
I sai d, "Better wait . " 

15f 

MR. BELL: I said it would be a good thing if you 
could do it because in doing a Job like this the discus­
sion over a period of months is what is really going to 
hurt; whereas, if you could do it all at once, and explain 
it, you would have something. 

ll.lol. JR: That ia wey - the more I am thinking here, 
that ia VIII¥ if you presented the Vlhole thing and started 
in to talk about how we are going to finance a ten­
million-man A~, and get into al l that business, then 
if you, for instance, told them, ''\,ell, now, ge~t!Sllen, 
you mi ght just as well know it, you are only goun~ to 
be pel'lilitted two pairs of shoes and one overcoat 1n the 
next five years, " and all this stuff pil ed on at once ­
t he other thing, they wouldn' t get it. 

MR. WHITE: You are making the package fancier and 
more acceptable by all that sort of thing. 

H.M.JR: What you are doing is you are dumping a ton 
of coal on the~ instead of bitt ing them over the head 
with just one piece of coal . (Laughter) I mean, by 
the time the fellow digs himself out he won't know--
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MR. BELL: Ylba t you really would do, you shock the 
American people into their aenaea that this war reallY 
means something to them instead of going along in thelr 
dai ly routine and spending their money. 

LIR. WHITE: There is certainly room for something. 
I can see you are ~roping for it , None of us have it. 
I think it is terr1bly important, I think, as you do, 
we ought to sti ck with it unti l you are satisfied you 
have got this problem licked, I think we can, and I 
think the problam of deciding what to do f r am a tech­
nical level is a somewhat easier problem than deciding 
how to present it and haw t o get t he necessary powers . 
But I think that we ought to stick with it unti l we are 
completely satisfied. 

H.M. JR: Once you a~ree on the technique, then I 
don 't think the visual p1cture wi l l be so hard. 

l!R. 'MIITE : In any case, it has to be done. 

H.L!. JR: And I think at a certain stage we have got 
to invite Henderson in. 

MR. WHITE : If you are going out for this, af t er 
you decide what to do I think there might be a lot of 
people you will want t o invi te in. The more support 
you get on a thing like t his the better . 

MR. BELL: You have ~ot to have the Federal Reserve 
in, somewhere al ong the l10e. 

l.IR. i'tHITE: Otherwise there will be a charge of 
radicalism, 

H.L!, JR: There will be a charge of what? 

LlR. 'HHITE: Radicalism - unsound finance · 

ll .U.JR: No, you would have to have Henderso~ . I 
don ' t know whether Nelson would came into this thing or 
not , You would have to have the Bureau of the Budget. 
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MR. ~HITE : You would have to have a united front . 

H.M. JR: You would have to have everybody. 

Lffi. BELL: And Eccles. 

lffi, WHITE: I don't think you would have difficulty 
convincing tham. I know a good many of tbem feel that 
way. 

MR. l!URPHY: I think you are optimi a tic when you 
say that otherwise there would be a ch&r~e of unsound 
i'inm ce. You c&n strike out the "otherwue" . There 
will be . 

H .~ . JR: I am glad to hear what you say because I 
felt everybody was groping. Nobody has thought this 
thing through to its f1nal conclusion. 

MR. WHITE: Nobody has thought it through to the 
extent that you want to think it through, or to t he 
extent - which is the important nspeot of i t - of putting 
it into effect . Many have thought it through from the 
~oint of view of what is theoretically desirable, that 
1e true; but no one has pushed it as far as you will 
want to push it . 

H.U. JR: That is my job, and it is like all these 
things . If I don ' t do it, some day somebody will, but 
it may be too late . 

I.!R. \~liiTE : I don't think others will do it so much 
as others will sever ely criticize, par ticularly post-war 
history. 

H.M.JR: What? 

Lilt , WHITE: I think if you stand out against it, I 
think no one will have the strength to put it over 
because on such matt ers I think you are the key - no 
question about i t in my mind. But I do think--

li .U.JR: If I take the leadership, though--
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l.!R . WHITE: Yes, but I do think if you don't do 
it history wi ll criticize you for it , 

H.U.JR: It i s my responsibility . 

MR. VIHITE: I t is your responsibility, more than 
any other single t hing. 

H.M. JR: That is right . O.K. 
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Operator: 

Harol d 
Stoni er: 

HMJr: 

5: 

HNJr: 

!: 

!II'.Jr: 

S: 

HNJr: 

5: 

IIMJr: 

5: 

HNJr: 

S: 

HXJr: 

S: 

Hl!Jr: 

8: 

HNJr: 

5: 

Go ahead. 

Hello. 

Hello. 

Hello. Mr. Mor genthaut 

Speaking. 

September 22, 19~2 
111~2 a.a. 

Thie ie St onier in New York. 

How do JOU do, Mr. Ston1ert 

I vae calling JOU up t o aee i t JOU were able 
t o make up JOUr mi nd Jet abou t next TuesdaJ. 

Oh. Now Where- where - what .••• 

That will be at the Waldorf Hotel at noon on 
TuesdaJ. 

Well , I - I could make up mJ mind now. I'm 
going to have to regret. 

Oh, I see. 

I ' m verJ sorry. 

Well .. .. 

But I . .. . 
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.. .. we're eorrJ alao, but we'd like verJ couch t o 
have J OU ther e. 

No, I won't be able to leave town. 

I see. 

No, 

All right. 

~· • 
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I wleh- thank everybo~, but I 'm ver7 aorrJ. 

Yeah, all r l ght, tlne. Thank rou. 

Thanlte. 

16£ 
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RE: Draeger Shipping Company 

Present : Mr. Paul 
Mr. B. Bernstein 
Mr. Pehle 
Mr. Cox 

September 22, 1942 
3:00 p.m. 

H.U.JR: I ·aon ' t know whether or not these 
gentlemen sent you this stuff, 

}!R, OOX: I have not seen it. 

H.M.JR: Well, somebody, for the benefit of Mr. 
Cox - for old time's sake we wi 11 let him do his 
homework here - give a thumbnail sketch. I have 
read this (indicating Mmorandum to the Secretary 
from Ur . Paul dated September 22, 1942). 

MR. BERNSTEIN: This Draeger Company is a for­
warding company, and it has been established here 
for a few years. Back in 1935 it entered into a 
contract with the Schenker Company, which is the 
leading German forwarding company, owned by the 
Ge rman railway system for the creation of, in effect, 
a joint en terprl se in New York. 

H.M.JR: German railway system? 

lr!R. BERNSTEIN: Yes. In effect, the German 
Government owns the German railway system, for the 
setting up of a joint enterprise in New Yorlt to handle 
the business formerly done by Schenker, as well as by 
Draeger. 

At that time they were fearful of the boycott 
problems . Draeger was the man to do the work· They 
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got so~e of the personnel from the Schenker outfit, 
and it was run &S though it were one business . When 
the war broke out and Schenker was barred from the 
American market, Draeger was pushed forward even 
furthe r. 

There was a very si~nificant letter written to 
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the Schenker re2resentatlve in B.A. advising him of 
tht s identity of relationship between Draeger and 
Schenker in New Yorit and saying, "VIhen you are dealing 
with Germans down there in B. A. represent yourself to 
be Schenker, but when you are dealing with people who 
do not l i ke to do business with Germans represent 
yourself to be Draeger. " 

We have exwned this fellow over a period of 
~nths . He has been very slippery. He refused to 
l et us have or admit that there was a contract . He 
claims that it had been cancelled. We got the con­
tract, believe it or not , through the British 
Gerhard and Hey Company, which is one of the leading 
Brtti sh f orwarding companies and is owned fifty pe r­
cent by Draeger. 

We are working very closely with the Briti sh, and 
BEW, and the APC bas been in on it . 

.Uao, the British are anxious to know what our 
views are. Our views are--

H.W. JR: Excuse me. That part you have just 
told - it ia inconceivable that the Britlsh should 
permit this to go on . 

JAR. BERNSTEIN : It is. Our conclusions in t he 
matter are clear and simple, that thi s is in effec~ 
a German company and it ought to be put out of busl­
ness immediately. Whether it is put out of. business 
by denial of the license or by the APC vestlng it 
and then putting it out of business is not as • 
important as it is to get it out of business. 
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The information would be furniahed to the 
British, and they also would probably do the s111e 
thing 'IIi th that Gerhard firm over there. So far 
as we can find out t hey do not handle Govemment 
or Lend-Lease contrac ts , but it ia principally in · 
the trade between here and Latin wrica by pr ivate 
account. They can learn through that , shipping in­
formation between the t wo areas. 

lo!R . COX: Don ' t they handle some of the stuff 
tor the British on private account in c:onnection with 
Gerhard and Hey? 

lo!R. BERNSTEIN: I don 1 t know about the Ge rilard 
and Hey outfit - maybe. 

JJR. COX: It seems aignifican t, to at least 
give them some tip- offs as to the ship movements . 

MR. BERNSTEIN: So far as we have been able to 
ascertain, we just have not found any misuse of the 
information. 

MR. PAUL: But that is not saying it is not 
done. 

loiR. PERLE: It should be shut down because this 
is a German enterprise, regardless of llhether they 
have vi tal information. 

l!R. COX: The Secretary raised the 1\lnd-+;!'.1 
problem the other day in talking about the price . 
thing. · That is , you have got the problem of clos1ng 
it down , and it seems to me that obviously you have 
got enough information for that; then you have the 
practi cal problem, is it likely or is it worth the . 
effort to see whether these birds have been suppl ytng 
dope as to ship movements, assuming that t~AY have 
been tipping off already, by your investigatlon . 

Now, if it were going to be a six month a 
1 

investigation to Jl.nd out whether they a• tiPPinG off, 
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that obviously won ' t make any aen1e . The practical 
t hlng to do would be to close them doN\. 

The only question 1 have is whet be r within, say 
8 week's deadline , you can run anyt hing down in t erms 
of all the techniques -the kind of things that the 
FBI c Ill do. 

Now, from what little 1 have seen about this 
kind of s tuff there is a tendency to overrate the 
capacity and intelligence of the enemy, because they 
occasionally pull some awfully stupid stuff. HaVing 
had the investigation for aome time, and having run 
down enough to close them, I just raise the question 
of whether t hey are using any of thi a informs ti on on 
ship movements; 111d , secondly, if you can run it do1111 
in a short space of time, what effect will it have on 
othe r out fits that are doing it. 

Lilt. BERNSTEIN : Oscar, we havo been in this 
thing now for a few months. We have been examining 
these people very c l osely, including all the per­
~onnel. ?.e have not run across anything yet showing 
they are ti ppj.ng off. 

I.!R. COX: But you wouldn't ordinarily use the -
I lll£ &n --

~. PAUL: You mean should t he FBI go i n t here 
for a week? 

H.I!. JR : The FBI has been over and, he said, 
up and down. 

MR. COX: No, they have been over Jarka, not 
over D1•aeger. But here is the point : The kind of 
job you have just done FBI would not be likely to 
do because it invol ves to a degree int ricate corporate 
rel ationships and al l that sort of thing. That 
is just is not their field, and they don't know. 
the curves on it . But when it CD mea to a que shon, 
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for example , of tapping wires and that e art of thing 
that iS the typical flat - fOOt 1 S jOb, , I 

Now, •hether a nek of that would turn up any­
thing or not I don't know. 

IIR. PEHLE: I should say it is almost highly 
unlikely. I mean, this outfit baa been tipped oft 

for months . The TPeasury ia watching them. We have 
guards in there all the time. 

WR. COX: I know, but if they had any sense at 
all and •anted to tip oft aa to movements they would 
not do it in the office; ther would go back and pick 
up a telephClle and do it ora ly, but that part of 
it--

H.M. JR: Have you ever known of FBI to break a 
case •here they started new, and do it in a week? 

MR. OOX: No , but this is not starting nell. 
This is a case where you hsve all the stuff fo r the 
purposes of closing the thing, and you have got the 
whip hand in that you can say, "VIe are going to close 
i t i n a week. We ,n 11 give you a week to trail these 
fellOIYa down and see what , it anything, can be found 
out. • 

llR. PEHLE: They ha'VI! been in a position to do 
that all the way along, and we ha'lle other S!tiPP~ 
companies which are in the course of investigation. 

UR. OOX: The fact is that they have not done 
it, John, and my basic point is that as far as the 
Germans are concerned they do not give a damn about 
our jurisdictional problems. Their only hope is that 
the proper fe llo•s •on •t do their job . 

H.!.I . JR: There are a dozen key employees in 
here, Oscar, and until FBI does - I wanted to shu~ 
this down last week and then the boys asked for t1me. 
I think it is a great responsibility that you are 
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taking in asking u.s to keep thi a open one extra day • 
• 

Lll!. COX: I agree. 1 mean , 1 am by no means 
clear or strong about it. 

YR. PAUL: 1 wonder if we can't combine some­
thing of your scheme with inve8tigations of other 
companies. We have got another bunch of them, five 
or six others that we are following up. 

WR. OOX: \Thy not do this, why not close this 
do11n imediately, give the FBI the names of the people 
'll!l.o are the key people md let them follow tbm up 
from there on out. Then when you get the next one, 
befo re you are sure of the closing-down stage , give 
them the names of the key people t o follow up on this 
flat-foot thing. 

H.J,{, JR: They can do that now on some of the 
others . 

In this thing here, this reco!Miendation calls 
for notifying the Army, Navy, and Justice, and the 
i ndividuals . 

J.!R . COX: 1 agree. 1 mean, I was just raising 
i t for discussion -what the altematives were . 

Wk. PERLE: Oscar, this is a subject 'll!l. ich - I 
understand the FBI feels that they have got a lot of 
business already. We have every interest i n their 
going ahead and doing all the work they can on the 
problem. This is just one spot; there are a lot more· 
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YR. OOX: Mind you, I baven't any interest ~n 
the FBI because I am not looking at this as 1110rk1ng for 
Justice. The way 1 originally got into this , and how 
I happened to talk to Klaus, was that it seemed to me, 
just aa an off- hand reaction, that the Germans could 
not be popping off as many ships wi t hout some kncw~edge 
as to the movements of ships. We were in terested lD 
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it from the Lend-Lease standpoint. I talked to Klaus 
and asked him What he knew and what he could check up. 
Then he checked up around town and did several things. 
One was , for example, t hat we sent fellows up to take 
pictures of the boxes on t he docks. We coold see whs t 
the stuff was and to whom i t was consigned. Anybody 
could walk in and take a picture, let alone the 
stevedores. They had the problem of not letting the 
crews know where the ships were going, but let others in. 

The FBI approach is that this thing has been 
turned over to the Coast Guard, and therefore it is 
not within their bailiwick . Now, you know that you 
can dri ve a horse and cart through that division of 
responsibility, and it seems to me --

H.Io! . JR: That is some thing else again. That is 
something which FBI and ONI fought a battle on, and 
everything else , and I don't know- didn 't Biddle 
actually go up to bat on it himself? 

1nt. COX: I think he did. 

H.ll. JR: That has not hing to do with this. 

MR. COX: There is a larger problem here. You 
ought to call it to the attention of the President -
that is , the implications of this divided respoo.sibility. 

H.loi . JR: No, I don •t think that is up to Qe . 6e 
here in the Treasury really have no responsibility on 
this thing other than this; but here the Attorney 
General has a very definite one and the Navy has a 
very definite one. 

MR. PAUL : Of course the problem is much broad~r. 
It is a question of safeguarding information, even 1f 
you stopped these people . 

MR. PEHLE: That is a problem that BEW has, as 
a result of acme meetings at Justice, undertaken, 
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partly with Censorship, to handle, on which the 
Treasury has received a letter inviting them to serve 
on a committee . 

MR . BERNSTEIN : Oscar, on this stuff, we know all 
this information isn't picked up a piece at a time ; we 
know where it is recapitulated - every ship movement 
is recapitulated, Ylhere it is going , to whom, when it 
will leave the port , and where it ,wi 11 cross certain 
points . Every insurance.company - six insurance 
co~:~panie s that are doing re-insurance business in 
this country, including me Slliss, know all this . 

YR. COX : There is this, without the job being 
the Treasury ' s primary responsi blli ty except on the 
fo reign funds control thing, you have run 1nto a thing 
where there is enough evidence to close the thing; and 
that will to a large degree automatically shut down 
the corporate mechanisms, the means of communicating 
information. So as a practical matter you say it ought 
to re shut down. Now, actually, in view of the fact 
that the jurisdiction has been turned over to the Coast 
Guard and you have got other things, there ought to be 
a much closer tie-up in the way that information is put 
together for the _p~rposes of stopping dope abrut ship 
movements. 

H.W.JR: Yes, but, you see, you are talking about 
something - I needn't t ell you times have change~, and 
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if you told me this six months ago I would have Jumped 
up and would tear my hair - what little there is ~eft -
and get busy. But every time we want to do, for l n­
stance - just let's talk about Justice -well, I don't 
know, I was going to use the word "rule" - but they 
rebuff the Treasury every single time we ever try to 
do anything. Let • s call a spade a spade. We see what 
we can do about it, and Justice fights us tooth and 
naH . They fought the Coast Guard tooth and nail on 
this thing , and they don't do the job them:selyes . Let's 
call a spade a spade. I wish Biddl e VI&S Slttlng there 
in the chair instead of you. 
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MR. COX: That is the can tral problem I am trying 
to point out 

H.M. JR: I mean, why should I - I mean I talk to 
you one minute as Justice and now you sit over here 
and you are my friend . rle want to win . the war. 

UR. COX : That is exactly what I am interested 
in . 

H.W.JR: But supposing that I got together a 
memorandum and sent this to the President, see? I 
know whet his reac t ion 'Mluld be . He would say, "Henry , 
mind your o'Nl b.lsiness." 

MR. COX: I am not so sure of the t . 

H.M. JR: I lll!an let ' s say that this thing that 
you can drive a horse and cart through - in one of 
your many capacities you are mere or l ess of an 
assistant, l egal adviser, to Harry Hopkins. Vlhy 
shouldn't Harry do this thing? This is right down 
his alley . 

MR. COX: I mean I am not--

H.loi.JR: I am not trying to make a record . I 
would just as soon s top the machine. 

Wk. OOX: Tbat doesn't~othe r me. 

H.ll . JR: But the poin t I can ' t get, Oscar, is 
thl s--

MR. OOX : All. I am trying to say is this, that--

H.l! . JR: Here you are , an. assistant to the 
Attorn ey General and to Hopkins , and both of .them 
are charged - certainly the At torney General l S • 
oherged with this re spon si bili ty . Hopkins is adns~r • 
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or something, to the President- what is his title? 

MR. COX: Special aasis tant. 

H.M. JR: Which is it , advisor or apeoial 
assistant? 

J.!k, COX: I don't know what his titles are. 

H.)I . JR: To the President and doing mostly, or 
entirely, military matters. Now, why ahouldn 't one 
of those t wo men--

lffi. COX: They should. 

H.J4 . JR: Have you tried t hem? 

MR. COX: No, but I want to talk to you first, 
and I was going to try both of them. But it seems 
to me they are not exclusive because when you present 
it to the President in t erms of this thing, which is 
really a nugget and developed out of your shop, you 
are not saying that the Treasury ought to take over -
I mean 1 don 't think you ought to sa,y the Treasury 
ought to take this over. All you do is present a 
cone rete case which came up in a way, in terots of the 
division of responsibility, and they would say, ·~,'ell, 
how i n the world did the Tr easury di§ this up? fo'hy 
didn't Coast Guard or FBI die it up? They didn't, 
that is the fact . 
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!low, the only relevance to t.hat is that there ought 
t o be aome method devised by whlch either Justice does 
not r ebuff you 11hen you offer them something or ask 
for their assistance, and where the thing is not off 
in water-tight compartments, as far as the jurisdictional 
stuff is concerned--

H.loi. JR : Look, the Attorney General could tonight, 
if he wanted to, say, "I wan t everybody t.hat has any­
thine to do with protection to come to my house, and 
we will sit around and • e will try this tblng out." 
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He would be the logical person to do it. I certainly 
would not. But you have got to do this tliing on a 
man-to-man basis. 

UR. COX.: Sure . 

H.M.JR: He with FBI -with all of the subversive 
thing , he is the man to do it. I think the person that 
should be needled - I don't know, you can come right 
back at me - i s the Attorney General . 
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Now, the boys did a good job on this thing - you 
were here in the Treasury, you len ow. We have beco:ne 
a~;gressive, and we become too aggressive and they try 
to take our authority away from us . I am reaching 
and groping - we just want to see the job done. But 
I th ink that th~ Navy can't call all these people to­
gether. The Army might do it; the Services and Supplies­
General Somervell might do it. But I think we would be 
the last people to do it. I think if I wrote the · 
President a letter I would rather do it when this case 
is through . It is in this memorandum - it says when 
it is through to send him a little review of the thing, 
but--

MR. COX.: Let me ask you this. Do you have any 
objection if the A.G., for the purposes of calling the 
meeting, through the A.G., or otherwise, to get some 
connection between this , uses the Draeger thing as 
an illus tration? 

H.M. JR: Delighted. 

MR. COX: All right, fine. 

H.M.JR: Deli~hted . Look, I will cooperat! with 
anybo~ else on t h1s thing. That is why I inv1ted 
you here. That is a demonstration - you are a 
visual demonstrat ion. But I hAve been t brough this 
thing ao much with the Attorney General and with 
Hopkins , and with all of them, and they are all too 

Regraded Unclassified



174 
- 12 -

busy to do the job which is theirs and their responsi­
bility . This New York waterfront thing hu been going 
on for months and months and months. 

MR. PAUL: Actually the only thing d11ne about it 
at all is what has been done here . 

ll.M.JR: Three or four years ago - maybe not that -
the Presiden t said, "I am going to have a person who 
is going to have all the info1111ation on the subversive 
question . " The fi rst person be asked to do it was 
JiliiiiiY Dunn . 

LIR. PAUL: Who? 

H.J.I . JR: JiDI!IIY Dunn . Then it went from Jii!IDIY 
Dunn to the fellow who is ambassador--

MR. PERLE : Breckinridge Long. 

H.J.t .JR: Breckinridge Long, and then it went from 
Long to the man who is ambassador to Cuba now--

Mk. PERLE: Messersmith. 

H.l.I.JR: He was the third man who bad the job, 
and Gaston represented the Treasury. I don't know 
where it went after Jlessersmith left. I don't know 
who picked it up . But the President baa bad it in 
mind for a long time, but he has n~t gotten the 
service and the country baa not. I think it is 
rut rageous. 

MR. COX: That is the feeling I have about it . 

H.IJ.JR: You can use the Draeger case ~nd you can 
use our own people and the evidence , but I Jus t did 
not want to go to the front because it is useless . I 
mean, it is useless for me to try t o battle the 
Department of Justice on this thing. 
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WR. COX: I was not thinking of battling the 
Department of Justice. 

H.M. JR: Tba t is what it 8DlO~n ts to. 

Mit . PAUL: Why don't you "load the dice" with 
the Department of Justice, then we will oome right 
along 'Ill. th you? 

lo!R. COX: All right. I feel ao strongly about 
this l.n terms of people getting aunk out in the 
ocean. 

H.Y.JR: You don't feel it any more than I do. 
But, as I say, there are so many people ·cberged wl. th 
the reaponsibili ty and they don't do the jobs. 

lo!R. COX: Tba t is right • 

H.M. JR: And, incidentally, somebody had better 
call up Crowley and tell him. 

YR. PEHLE: I intended to walk right over. 

H.A.I. JR: Try to get him to do I. t todq. 

IIR. PERLE: Yes, al. r. 

I.!R. COX: What you have got on the divided 
re sponsibility thing is that wi t h the primary 
responai bill. ty in other agencies y~ fellows have 
actually cbn e the best job on thi •· 

H.Y.JR: I think so. 

KR . COX: It l.s not a periphery thing, really, 
I think. 
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H.I.!. JR: I think that they have. I told you 
th&t the other day. some other agency just w~ldn ' t 
touch this . 
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UR. OOX: I know on Jarka, which is another 
forwarding and shipping agency, FBI hu been up and 
down, but I don ' t t hink t hey are equipped to do the 
kind of job that your fellows did on Draeger because 
their minds do not work tha t way . 

1.11\. BERNSTEIN : We will probably have another 
report on Phoenix, which looks like a blood brother 
of this thing. 

H.loi.JR: Now, if yw have Phoenix, ask Oscar 
officially to have Justice simultaneously do the 
wire-tapping and that kind of thing. 

UR. PAUL: That is why I suggested it. 

I.!R. OOX: I can get that done. 

H.lA.JR: Get whatever the Phoenix case is and 
i nvite FBI in to cooperate with us. 

Mli. BEUNSTEIN : I think we keep FBI posted, as 
we did in this case. 

UR. PEHLE: In many cases we go in the front 
door at the same time, 'llhen they say, "We haven't 
gone in because we c~'t _get in. • 

UR. OOX: But you have got to reuai>er one 
central thing, and that is that an investigative 
service is an investigative service. I IDI!&n, unless 
they get direction, for example, the way the 
Secretary will direct Irey - he does not tell him 
in detail what to do but he gives him, really, a 
di rection. The thing that impresses me in watching 
different investigator services is that they are 
not much better t han their direotlon. I meen, they 
won't dig up t bi a kind of stuff. FBI would very 
rarely dig up this kind of stuff unless adequately 
directed. 
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Now, on the other stuff, like the saboteur 
thing, cases of that kind, that is like the fellow 
that is stealing money out of a till - he doesn't 
need much direction . 
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H.~!. JR: Let ' s stop this , because I want to talk 
to Oscar privately a minute. 

-
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U!tUM, or a\ .,d tor \lot ..... u. ot \lab -~ 1a u. -' 
of llrlapr' • ciM\110 svnt-, lerlla, pana\ ot .. _._, ... ro.t., -u 
de....S ot Dn•,....'• bdn \lot_,. __ ot \lot •II'• \or \lot mle to 
1\ or tho •~• or llraopr • ' aa anltftMct pri10, moa..JA t1r1 1111n 
olH\ to -u- \he -v.n \llloT -u ao\ 41IJINO ot u.. abafte ... ulaau\ tift\ 
otroriaa tMa-.. •••• ,_, aoru.. 

""'"-"' w ...s. ...................... u.. om.. ot .......... 
... Iorll: la\o \11oM ot Ida - a \ l T 11\a .. """""• .... Jork cu.,, 
Tt-t\or, \ Ill W liMII fta o_..,tocl u a. lliacl• toU.t.T '11'1\al -
porsaaul. ~~~p.,..S 1a •Jdac •Vie• an llo\al .. lltllar IUIII llrupr ..-.te. 
Drupr stat.d0 11paa _ .... UOil, \ba\ \h-. •• DO dt.eto,o\ to •UeU 

- """"*'' an beloalt ot 'rt t., ... tort , "-'\Ill\ \lot INIIMII ... 
oarrl.a4 Oil OlllT a1\h .... pen -.. \lot .U.Wlo ot SebiUw llllia\l.ac "' u.. 
Uaa or t~~e .-....... 

111 lilT ot 1931, ... .,., "'-- l>e\- s.~~~Gter, a...lla &lid 

Drupr, 1lbD •• ""IM' ot te• ker, ..., tort, u to open.U.ou udor \Ill 
oonV.ot, all4 ....... .aalW ca.nwv u .U. - pU.Oil t.Mre\o, J1 
U. oontoed8 U..\ e\ tlla\ U.. \Ill wl\\tll _..... wu ..,. .. u .. *"" •• 
•"7.>laa\ed t17 a.n ~ ............ t..c. -., -~ la llllia- •W a 
_ _ ...,.. o...U 'Ill tOOIIIII tw ....,..., .... ., u.. ,..rtu .-ld Ill apU\ 

11o11 - 1111t ... ~~ra·..,. ~ .. , .. .., ..... '" anr Ja\el'f- 'llr 
Solooater, a...u.. !M wl\- -v.n. .. ·=. - - -u.. ..s .. 
alllA\to\1 ODd,.......,..., u 1a4110W..., \lot_... ot • t rt ,_ .... 'llr 

llrupr a•ooq-\ u 19)'7, u a •• 1a etten. 

jJ Pap 2 , Drupr T..u.oq, 

• .. 

Regraded Unclassified
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.All .... ~t· ot ~ -'"-~ ... ot .. -1 .... ' 

11 retl\od 111 Draopr ""ale a ...,. -.r allolwtiu..it wt11411a fttlen 
~lT oo ~~ra.,...•. eta'-\ tla\ ~ w&\\e ....._.-. 
_ .. n..s aad rv.ppluiW"' a •.-tl-'• ..,, '"· I\ te 
t n op "l \Ill\ • .. no -w.n • ut.\tea ....._. .. ...._ "' 
\be oppodt. 1)3%'\:r s llln>ld ;>le .. Ida ..tU- 1a aa -1 .,.,r1 \laliftl 
,._ riiduod ~ 111'1\laa. "•"•r1T0 a ~for cU'IiaJa ot 
.,rotlw d\11 no lib pJ'O'Iieloa for lee- 1a tner•babla, ,., tll1a 
.. otou\17 oalntalMd "' llraapr. "-"" te m..... Ulo\ 
dlttereDDN &J'OH 1a 19T7 a..S 19)1 - ._.u. ot ~ .__.,., 
bJ bD\11 ol.cloo. llo,.._, tbo wrl\\e __ _. 1\ealt......., .. aft 
of .. n .. llaU OD, 1101' 1a Uooro eollitenl ~ ot tw ~ 
_,, aor 11 ~ Ol1:f ~ ..W... f.,.. 1a llraopr'• ttlo 
or 'fOl.w>t&ri lT prootau4 117 llraopr, wb1ab IIUCC18W tbo altonUoo 
ot \Ill ....t\wo OOil\rae\ 117 tbo -.1 o.cro '· l.eo\lT, U. - ot 
IOGdl:n ~ whlolt ,..f_ .. will be _.. r-•oo Ol1:f ~ \ba\ tM eptri\ 

ot \Ill oon\ru\ llae ~ -·• H4 "' llraopr \Ia at m\ \be - ,.....,. 
urd oUll odow. 

Dr••nr'e 401Df •htr 1q 19tTs 

18b 

0D hp\olobor 29, 19;190 ho .. r .... ~~~~ ctl•-•od \Ill alle\1• 
of - otn-. f• ... b - ... ron ......... 0 1a ..s.. ot .... 
poUU Oal. aU•U• t\ ... IIPfaUT &ftt•~• ~ """'" ODlT -.n .. alU.. 
u otfla1ala ot tM 11 5 "' f• u. ~. • Jl ,..,..., • Gorwa atu-, 
\boa - idea\ ot • I p ...... T.ortto IIGiiltW ~ .... tpa\100 117 oable, 
"' •lde!a Dn..- 0 ........ 1 ar..u ~ wit!~ .,_ 1'111 ....... . 
lu •UU •aiUaa r. ... \be a11ar11 ot u. lal.U, ~ &114 a1oro Uoe 
•tou. book ••• oo """' ... eu .........,. - -u for aliT --.uv.• V 

'1'1-.11- , Oil Ootobor )10 19J'i0 llniiiP OU olHW -ridoii\ 
of S.b&nkftr0 • .,. l orll "' \be ~ loold1nl _., 1a 5w1\aorlon4, S.:..br 
Hol 41nc Cor pora\toa, \llrooaP f opbii no liloolAI gwoq ot •-• ob~No . lll 
l c!Ti .. t OOOIIrnlftl \Ide olM\lOD WIPI .,. ... dt...o\lT \o llolooallei' It Co, t D.a.b,ll, 
S.~l.IA, not Sohonl<or Moldlai ~uoa, Zlll'lalo, ._ ....,.., 

• . -

Regraded Unclassified
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·•· 

-rM tin ef W, L IJr' S.. a .. ......_ ac-\ 

loot\ .. - " w- aU ..... ,, u t-n.cl llld • 

-itNd to tile ~ IIUPPDil 00. t_. U.. U.. ~.• 

,. ,... of \U ,...... •rer tbe \1M MUI' ·~ ..,., .. .., \!lat. 
i!olleltar .... Iorlt wu l.Jiq dolwoa\ ter \be dveUoc of \ be _., 'lh8a 

1\ .OI&ld ... - INoiS...U, u4 \be\ llrupr -. d41.nc IIU " tlooat to 
pnterft the Sebtelcer 'iui.MM -.1 worl4d.S. or '• .hetltJII ~a\U the\ u... 

' AR14 p u neeift ,_, ebi,_.\ tor Sa- ker a Co. 

lew Iorlt, pla&e -lp ~ to u oa17, &ld not to 

s r• ker. "' 7001 ~. - U9 teltiac ..... ot the Se"-Hr 
.IAW..ota oaJ 1\ S.. M\t..' ..,, u -~ .., lhl~to 
to a.Maker • eo. •'" tM 1w•·r· •ltat'• 1a e .. egtp.• 

Ora ,.....,., ), 194£1, Jl a 1e\- hoa ~r lold la1 CorporaUon, 
hltoerl&D4, o:l ree~ed to~ ae4 hrleJ, r .._llNt.ed Toplt• to l aoue • new 
o...Ufiooto tor .C~ ...,._ ill tile pe.~ ..U• ot t.2'1000 ad to S..ne 1t 1a ~ 

noee ol l-'- P. la II&Jk, ao ..U ' '*' ' r fer ""'old oerUJ'leet.l la"*' 1a 
Sebeaker lloWUA& c:.rpo..u..re -· Ia \hs.. le\tor la DlJlL • • UUi'llled 
b.r W..U.r lo14iaa 0 e ~ u .._ .-IU•Ual _,.. W e,..... lied 

fonoerl.T bMD M4e to 'f• DI.Jk ill tile - \eiW eiiCI elco •• ......, ... ef tho 
Dlrt.ola SolooUer tinY, lA a le\tar lit' SehMirer, lerU:t t.o Topkw> 01'\ n.<>oraber 
20, 1921. J.! tM \otal _..atMidS.., e\Mlc ot So,_• or, 8• • tor!< oooaioWd or 
UQ W...., all o....S loiMI1a1aU1 prs..r to \hs.. U..lo' tlehMker , lln'U.• 

"" an ..nus.to r... ~ ....... .r &eh.elcer eo. 1n ton, ••, u ned "' 
l a DlJlL ADd p1aeed w1 ~ 211p1aa r... eatekMpia&, tM curloc!7 of W.. awe~< 
" ' rt:orled lit' t.plla a....., 19, 1941, oc rera !ft-UX), u proper\)' ot a 

DwkJt nt.t.I.Gul., 

-

• ~ .. 
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C.U..'lea !f I$ hr 1 Ip I I t.u.. 

It wU1 'M ....Uet tlat la 1111¥ lilT, an.c- W ........... 

loe .., .... ..u- ... et ···-·· attaan -"1 a -- .-1• 'M .._.. ,._ 1111¥ 1.., .w o.-w 11, 1.,, 
- w. ,._... • ?' 1 ..._,.,'"' v-• Dlrilll au 
at -.£• tiM • -- ...,.. .-17 .-l• 'M ,._. .... -••1 
.. ..,.~_.._,.....,...,.._ uwlde atow._,.. 
tie ...,., lala Nla•&•N.t witla I ' tw. M aeva ~-- •• ;W 
_,....s._,..~ ...... 

~ 
...... ... ... an.c- l'eiO"''I'q"• ................ ~ . 
.... '· .... 3$ t..ti'l'q" • 
..... ••• lllrMope" ~· 

• . -

Regraded Unclassified



-u-

-.u1 ,.. flaM - *'- ........... u.i~ 
~'· ""' ~- ..w "-' .u or -. ....,.. .. - w M _.. ta - .n- ...._,, .. DJucw -.&,lq '-•• 
Tao. • 1 T s•te ""-'• ll ... Torll. • pl .. e .S. ..,, to .. e 
OD;f .,...1 orclero or ehl<llla to ~ '- Ot., lao., 11111: 
- tlwH """lale w tho .or&oecer llalpp.lJI& co. Iae.• 

A\ W e ts- Sah..,l<tor • Co. • Tile., - • bloobd ou a Du.tab ""Ccmal 

l 9j 

oo that \lolo 11\ter 1o a ,.~ at~ to dolate \loa ~Un 
~. flo- 1o 110 ....... ~ ~t lhol&ld loa .aade to Jr'UiW tor 
u u -' owt.n, "' s~u. '&.1e oleo U1\l&tra\411 !.he ~11ll1Wty 
ot 4l.tt.r..uaUcar; "' a• lln"'er md :;olae>ker n• u late 1U hl:f 1Mlo 

Ia a 1~;. - - ~""- a.ari, .. •hf·•-· D. c., oa 
A~ru t&, l~.Y ..t~ liJ LoiWlt& tor ~- • Co., ~-Tart, 
to - to .., tnqo.ir)' tf'oa tho r<ar ProoiuoU • llo&N, lt •• et&Wt 

"Ae \hle tlN wt.ll aet be aGt11'e tar tlla 4.\&ratloo 
or the..,., • "'&&Mt \bat,... nru. ov .._ ott \l1o U ot.• 

!loll eerlaa at lntere, Wdoh.,.. Uluotra\1.,. at t11a ~~ 
- at m ... letten t.und 1n the llrug~- ru ••• ia4l.eotoo 
ol-1}' "-' u .. "" ....... "-' i + I '• · - '-"· llooouoe or Ito 
•u.-1 s-• n ... , 1ep11y Dla' ob but -•t1=l&lly o.,_, -
cionoaat fer the ....... ,1 .. Ol t M _,., alter *lab 1\ -· hoped NIJI-• 
\1ea •1014 ba ~1ah. to e tteet-...te thio p...,.,..., uoo ot .,_ S...,_. 
- •• too lie - "" 1.11 So\!Uo Aa'>Ti an -""lee, Wt, tllaup -
oolhit&tl• ot ...... •• 11o ' "" Sabeokor - · tloo -~~t 
-· \1 lie ade to IJrae;:er Cl\1ppblj; Co o beiOilOi 1\ ftl ObYio\loly 
t elt that lll'ucer· beu, lOO,C"'"'"" by a olU- at t1>e llnl~ sa-. 
lto axlot..oe •>llcl Dot ba joo,...dhocl by tl-.e contr olo onolrollac 
toreip •tl.eaal ctirJrl-. !blo aono1\l&llll, llaoocl ..,... Uo 
..,.1\tc ...,rclo 1A ~~ ..,_.._tionod le\Wro, 1o ""~'""r\14 loy th41 
lAt irDal o,..\~ er 1lle ~oiloollker et nee, ,arUCO&lul7 tl>e 
aGtldtiee or lte ,....~ • cl had''"~~ er aceo•'"· 

-

• . -
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- 11-

n-~ ,...w or ~~q ltll '- lilt' uu. -. .,-....,. Nftl1 
41Hl- "-' ..,...a..w,. ~ .... .,,.,.h _.. a• ... u.. w _.._ 
• .,.. ~1 tMa. ""- 1111. - ""91"7Mtt at .1lehehw A c., _.. 
.... , ....... '- ... llrucW '*INU• 

._ u.. ..,_ or n- cw llliJIJbl c. •• IM ...... ~aterrt...,., 
- • ... .... ~·· tM1r • .,..... ld"-7 .. __ .. . 
o.n etU..--.. 81'1 llrr...., ,.... ealy_...,. ...... , 
11ae WN'IIoC M I ' llrr a\ '-• .... \t.e la\we U.. ala t- Grt ' or •• ,.. _..,..&a~..... •• ~. u.. ~- .. 'IS .... , u. tam ladl•W ~, u.. s+ 11rr ,.,...u. tMlr r-.l)' •• tlla\ it 
-· tllell' .......... ~-- ..... "' tar Dnee•· ~ ....... 
Fl.1 - .. lac lletll J:lioMCW ... ·---·"'· it .. alocp tloo&r opla!a tile\ •• _.. .... ,.... 'lllr ~ ... ~ -w....-. 
liiNa&w _. I , hrP .... tUFF - ...... -· 

1a ..S• el tile •- it h a ~ a We ~..._ tlla\ 1.11\ersally 
u.. Dnee• ... a • 11rr ..-&..su. _. til? -· •' t~~st • 
41d1a.U.. ...... , ... - --· 

._. aap ..... ._or --*• !!r Urul•• 
.... 1 ..... 1 ............ ·- , ............... -c-• ., nn.c-• ....,. ..... t 5 ' 0 

,_ ., ......... , I'FliU ........... *• ........ ~- 1....... .., '• _.. .....,.. ..., ~-. 
- t.fte ... -. tba at ...... lloller:f- ... ~ ...... ._Jolt& 
cttr ..... rat 'ref u -~~. •--ft•l te u .... ••• IT_,.,, 
a 5 a t et ...... n -. _.. te .,. • ......,.. resnuri'ac 
10 ,.. .... et -.. M7 •"If' '• rmewA IW •trtw, •• '~aft· 
• w- 11 w' ..., ao ..... •• Yen. 1a lte Nelllel •-' 
at CJ.aee •uersrl 1u11 tar u.. ..-n• et ~ • .rl&Unl 1.11e r1-.a. 

Boa ....... n ....,...,.. "' • • .._...,. .. 1'111_... ,.._ 
u. " ........ , •t $ $ I • ·- .,.._. .... , ~la ......... 
aa '-- JSU .. te lilt' fe lMie '- 1ft C MdW•I C 5 "'•1a 
JIJ •tw ....... -.• e\1\irlEWM '1&'-M--~U..-,..._, •••rthiC .. ............ _ ... Cel..... . ... ~ 
te M U.. Ia Mnt ..... .u.. "'-lftac tile 'J~raepW . ....... .,, J,T, 
Nl&U.*&p. 

llr, Dneew -.,la1ae U... M te an •.-1 1m tile relr"••tp 
lwt • ..._ ....._"'", r ... ...._.~a.,.. ... .....,. tile\ Wr 
h "-• t!Ur v.rans. -., wuwtJiel .... a ftelatt. at tile ._...,.,. 
ONer "' --· lhller:f- ... c.lrhrPn-' DK•cer *"""' c 5 ,. 

.. • • 

-
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•lA• 

,_ llleeW ,_.. l'lf"* '- '=lr:cnlrr W o.o.-7, EM., IS 101 
,_1M ll,.. oft* .. I 0 

$'• A\ Wla\ ... fll ,.,UC""" .,.,., 
,.. .. ~ *"Sac 0 I ....... ,... Ill- .. fll 1st I 

... C~· t'lall 1.-...1 .. waa Ml'l'l .. eu\ all& \lol 1\aoU - ,_ ... 
,.,. .............. 1. 

~""'· 
Ill &lllllpia& Mr. Dne..-•e ,_.Ml .. .,,.. hr lMl, I\._. ,..... *' ........,. ....U..e wU& II, Jlr, ..... wl...,_ IUP '"'-1¥ 

t'T,OOO lWa tM _,_att.lw ,_,_1- ll1e lMltu ....... 
...... ~· Wta1 ~ ..... oao. llubc *" ,.., .... liP: .... 
............. ...._. -- .. p 3 •1¥ ... oao. 1M .. , ·- ... wt...,_ ~ .......,., ... ,.,.111e • r. 11r 1 r ""'w ~ ,.ns .. , 
-MI ... ru .. , .... t ,.,. ~ pw 1 Uftal II$ I I I '• .... 

Jl uu ...,.., \ etrSN ....... • lfro llr•IW' • ..-1 
-'• *1M ........ \e - .. - II ~ wtU I ' ' ' ftoeul 
~..viM lawlw ~ ,_..Ml .._.. Ia- - Y­
... t.o•a atn-. ftla ..... fll \lie t..w\1.\lea wlU M 
,.,_,.. \e I ...,_l lee rm. 

Drup'• Dehueo 

oa ~·- MJoaU,"""' •t.ac -..ri ... ot .a. ,.s..s,a1 ·•ran 
"P1.M\ liSa (h•n 61 lMI, ....,.,.. L M. Glllf') , \&.-r wl\11 .a. 
...U..U ........ Sac ..,._ ...... , llnlllr ... .,.""'.._. ottlAwlM 
.......... .,..... ftluF ......w ... ..... 

M Ia MMi-.s.c •ell etftt&Y~\e, \lie erMiiiUi'J ot llr'•IW 
U ....... !¥ ~ A\ \loot I :11• et \M ~I.\1M, Ill" •r 
taUt ............. _ ......... ~.-. .... -
PNMel. \M\ a 'IIIIi._ e 3 

'""' 11M -s • hr a ,._. ,_...""' 
Me ..... ·-u .. , .. .-! .... ,..,., II \e-~ 

3 

W
3 

..... 

•u 4u. wu.... e~ ... , , •• , "la''"'h'' -.- .. ••= • •let• 
- nau, •t•h•l .. , .... --- _ .............. ~"' 
.. .-1 • ., .,.,.. 1a ar lilT. 

~ _.,.. lll.u .... , ul k? 2 , P'U'lu,
1
s-1.,.":."' ;,.."t:!e-• 

.............. ,.... tube ....ue ~: t.••::,_ • 
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t, ha,_...f&'l.wMiep..._.l ... ,a.iM 
lltt:l&l'2 '* I I ... c ...... a.u. ... 0 t I 

..,. ~. ,..,._, I:a leV' wr ~ lali, • - ~ ta 
i!Ute<l Gta- oa a 'llelhr'e 'lla, lw tll8 ,....,... ~ •lldU.C 
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1~ the til',. t4 1111 ~rn.w. u.r- &ftiaed tb&t •boftll &her 
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U41 .. e<oJ boo hA<l oood .. ra-1• 1..:'1- 1a tU..\. bot ie raportoe4 "' taw 
eti:W<I .. rWl y thto.t boo lla4 iaA.....-1- .... """*'ity ,_ Ia-, ,_,u,., to OloNial tiW le- -~ wr1.a .ar..II'J' t.t Ide ti~ 

At t..,_ t.lt>t lie !'1m - ile tlle ualW I M- 01& a Y1&1Mr'e 
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....... 1n c!oow:;.ntl tiled w1~- ltatle IIIJU? '' MI1AI~~pGA ida 
appUoatioo t or oithertehlp ~ro. 'I'M• ••-• h&w Mea raterre4 
.. """ 3 t& to t .. J<U"bl*lt: 

~. 1:: lll&t••tllllWUk.l, UatoJO wae 'torn J-ry lo, l()lO, '" Glra.....,, ""'"'' lloo "¥" lierlin0 0.-"!Yo /:roll liiQ te 1!1117, 
.... hl'l>14 lllaT loa ~'Md to tbo UIUted Stetel o.o & l'Ollah 
ilttlpoet.loll YlMo H1 a ... al .. -.,. ,P ...,_,, ... M \ bu ~ 
\11>1 lwP 111\hotl i a a. 1 llYiJii 1A ~' lA hll att14&Y1t , Sla­
afti- t!IA~ he ..., qlo,... 'OJ er-..,. alpplJII Ool9"=7o l oa,, 1o lt:IT 
.., l&e -.l'lle4 tor \118 ~ alMa ~\ u., In o...,.i"' tlw 
~11 or t•hn._r •• C : •:r at ._ tort<, 1t u .tl>:md tllat . , ,_. 
llr, Olatee _., _,, ; .. ~ S•'!:neler - 4 ~ t'rCilll !SaptclNr ..,., ~-•, 
to nu .. IJcc 10, 1111, a\ ~ UDe 1o1 ... -terft<l to tJW IW pr 
,.,...11, ~ '-\ip\iOA ol $1&- 11 1Mio&to4. 

f, ~ ua:&&ra. 111>1- ,.... a ... u n ot Va N ••la u4 1!&1 
lleeu1A& nn16&- u._. UU. lt ..u W) 1a lHO ._. lot 
•pp11M tor JWa t'uet .. w.-lt.aaticn~ papero. r. la a repotcred aliom, 
.,. 111,.._ 1-'-'U• u. wu.a ... •• •• ,...... .. , 1A hl• - 1ottn 
Wi\11 flrMpr, i11a wft< 11"-"' ~ laMI'OOMo 

u, ~~· Loredo ,... Ml'!l oil Jill~ 18, liiQii, 1a 
~1a.. Ia eaWrM 11M tta.l\M Gt&W• • tltrbtr 1~. Ul'f, 
0"~ rooe1,.. la.\1 nal •-..lUatlen p&,.n tt .,._ f, Ull, t,_ 
tile c..,._ a-n, ue,.,.. ~. - niL ale attUa'll'M U.leM 
tbot ... -·.u .. la ..... tan- ........ - alee ,...1 ... - Irea c..,,, ....... u-. ,_ 1111 • 1 .... 11e wu ..,, o•• "J .,..,1""' 
llo.__r ... , elea 1a ~· lll 1 ... .,... » - to \lw u.tt .. 
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tile -- Rail~ c u .,. la ._ ,_ en,.. 

10 ...u .ado ,.uu• ...u 1NI .._lie •r;Ua-. ..,1.,... 'b7 • 
s.h-r erii"Alu\1• 1a l eM=!rw ud c.....,. fll - r-. '11M lebeQw 
patroU 1Ml•'" tile\ Ll- -. ,-14 't' a.MUor ud 0 1 "'J II 
- Tent .. w Al!ftl II, lMl, d 'lllliell U.. Ill -. \ft&otn,... w 
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Ia lew Yo,_ ud 1a Chi ..... llo atna'llt ..._\Ill\ Ill a9,UN ter 
ldo tint olt.!-...al.P ,.,.,.. • J_,. U, litO, ... &;>fUN tw 
111 o tiMl ,.,.... 1a ,..........,. fll lMI, Ja n'llntac ld o attia'llt, 
1t lo aloo t111Dd Uo&\ hh M\Mr ud lll\llor ... <ll:or rolath .. ..,.. 
otUl li'f'ia5 1a 171'*"1 at .. ,..., ... , tt., 

1, Boakor, a ""\llraU&N oHhe11, _, ben Ia 
i<II'IIIAII7 .. MnM 1a .. a.,_..,.,., trea 1118 M 
ltlt, Aner pea l \lae 1ll \II o.,.ral INolao•• ... ..,n ... 1a 
0<1"""7 be- ltiO uo1 l tU, 111 am.,.. 1a tile w -.. ••-· • 
orrit'N • -- U, ltU. • reeel.,.. U a t1Ml olth-lllp paper• 
- llarab 18, lt~. ...,..,. -.1.,.... ,..,. ,._,. .............. u. wt.• • 
- Tort ....Ule tlN, ,_,. - atn1hW wltll DrUcer Sldpplq c .. ,...,, IM., w1\ll 111Meh tlN Ill lou - ....,.la\H .,.,. ol-. 
1/r, co,__, .., om..,. ot Draepr AlHia& C1 ; .,., 1a .., latol"ftiW 
wltb a 'Croaalll')' oe,....._, • ;; IMV.\1.,., oaproo&M a Mllot \11&\ 
1J_r, 3a'Cl.k•r -., han ,..a. .... tat .. l••• *• _.r 11 V..Urer 
ot Drtot;or Sll1pplal c..,...,, JM, 

I , SS.. OlloiM. Ollua ae Ioera 1a LUNa, "'~• • J- 11, 
lett, a. - \ o \M Qa!W U a-wltlllda,........ Ia 1106 ud­
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....... a1 -..1- n .. ,_ 111• .. ,u liU, "" - -uw u\11 
Ol'upr 1111,.UC C t v. JM., ud •••ta .. 1a U.1r _,loT troo 1111 
ua\11 1111, uwr Mlat ~ "" UJo ... .,.,.u_ ur. ~a~u..­
C• JIMT trea 1111 w litO, loa .....,_.. \a DrMpr Slllppla' co.,.., ... 
.... - -.!• .... \lao ............. _. ... Oo ......... !.NO, ... _, -
Soutla Aooeriea - a INalaoaa .Sp tw \1111 orur;or llll,UC C I "7• 
'!lao iJU,.,... fll \llle '"' ae • rtal\ til• ftl' l ... ~· Ia oowral 
lo•tll Aooerieo.a o .... \1'1 .. ud -- \a ·~• _,. M&l •aa 1a 
bart"' \laea - r-.,.,. llli,s.q c 0 '<1 aa Uloir trolG)a\ ~~ ~ 
thol llalW ~~-· ........... trea thlo Wip, wlllell M o.-- -
be .... ,,,aollll, • ........ lD, lMl. 

Ja rt .. ot t.H lato .... ,laa ••••rlliaa lll'M&•r lhlppia£ o.p&aJ'• 
&otlrttloa 1a r.o\t\11 Jooorlaa, " ..W.d ·- apprepriate .. l aftnlpte 
l'ltrll:or a ..., 'IIIII ,..,... ••• _. -cer 1a Swtll ~nea tor \lla ,.,.,... 
ot - •rlat .,..-... 
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, .... ...,,. _. 01 1 7• n. ...... Yen, •1• 11u-. •--.t 
olftco tho .,......,._. ot U.. -· b ..UrelJ __. "' •=-- Mil c·•v• 
lao., aorua, aD4 lnAire.U:r"' u.. a- P•• ,, 

"""""'* Dru&• .. , .. ....,. .. ,s- *• ....... Onec• 
Slllpplac a...,.IIJ, alii .. tile loect•lac ot tile - 1a ....,,. &114 after 
olll' ...v;r, .,.,. .. .-.. n.r tile "-11\ ot tile ..._ p uw , \loft,.P 
s~. -1111, 111 '"'"'lac ... el"'dac .,.._ lllt-'t ... 
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1D 3e\lth ...... 1.. • •• 

tho -u"'*' .,.....u. ot - Onec• 1111"""' c 1 s:r b UcJI1T 
du«-.o \o tile •\laM.l ~. perUIIAlwl:r olaoo l\ ie OIICIICM 
la torolp tro!Pt .r-ft1ac, _. la tile ~ _ .. d loulaooo 
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M 4e .. rela\lac \o --la Wlfl-r-ee e.ulcl Ito rd...,... "' 
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Ute ...,.n, .. ,.u... wiU. tile latlo-'lee ............... -- .. t ....... 
\o t.ho Pp'eftl ..._ ot InN'lptleec 

!1M lMl--.. 'ftela\leeo ot u.. ~1.,. o..- oloeoU ..,. ntornt 
\o ~. ·, I"-- Jil-'lpt.leM anA latw~ flor "* ao\lee •• ..,..._ .... .,.la-. 

laflorlaU.. ,.nallllac - Belaa Jla U m e.\llcl 'N nlorNt to \Ito 
&\ate o.,artz ' n.r .wr ..u1 ...... u .. en ....,. .. • ,.,. s-scrau• ... , ..... , .... -. 
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co: Sullinn 

HMJr: 

Operatnr: 

IDIJr: 

Sta te 
Opera tor: 

RI!Jr: 

Operator : 

RM.Jr: 

Cordell 
!lull : 

HMJr: 

H: 

!!l4Jr: 

H: 

Rl!Jr: 

R: 

RMJr: 

H: 

Bello. 

Beoretar1 Bull. 

Bello, 

Ooming right on, air. 

Bello, Bello, Ballo . 

Ba aeid he 1d be right on. 

Bello. 

Bello, Henry. 

Bello, Oordell. 

What 1 e going ont 

202 
• 

~ta•bar 22, 1942 
t2S P·•· 

Oh, nothing much. I got a note from the 
President in longhAnd, and i t eaid, •rreaeury 
taxing embaaeieat Let Cordell Bull know per­
eonall7. • And I didn 't know Juat wh4t it •eant. 

Some ot l1l1 tellova and 7our tellova have had up 
that queation •••• 

Yee. 

•••• ot Vh1 there were eome Br1t1th- I think 
the reoo .. en4atione were that - were euoh that 
ia oaloulated to get ue into ooneiderable 
trouble and the t~~haniu were malting prett7 
etrong oomplainte •••• 

Yeah. 

• • •• along the line, and- I told the Preeident 
that the Treaaur1 and State Department were die­
ouaeing it and tried to work out aomething, but 
that, in 111 opini on, we'd need a eort of reoipro­
oal propol1t1on, tax thoae tMt don ' t tax ue 
abroad. 
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H: 

!ClJr: 

H: 

- 2-

Yeah. 

And then exempt those here Vho exempt ue. 

Yeah. 

203 

Nov it we can do that, the thing could be made 
to work without- you see, we ' ve got ao ~any 
interest& 8broad ve1d sutter ~ore than anybody. 

HMJr: Yeah. Well, who in your department looks after 
that? 

H: 

l!l!Jr: 

H: 

HI!Jr: 

H: 

HHJr: 

!1: 

HI!Jr: 

H: 

l!l!Jr: 

H: 

HI!Jr: 

R: 

HWJr: 

R: 

ID!Jr: 

llell, I - Feh. 

Feist 

Yeah. 

Well , could Feie talk to John L. Sullivan, 
Assi stant Secre tary? 

Is that the prize-tighter? 

'iell (laughe) , no , this is known sa John L. 
Sullivan ot New H.ampehire. 

Oh, I see. 'tlell, he can talk t o him. He oouldn 1 t 
want to get nellr the prhe-t1ghter •••• 

No, thla il .. .. 

••• • 1t he were sti ll living. 

No, th11 il a nloe fellow. 

Then it1 1 ILll right. 

He t e - he ooaaea trom New Hallpab.lre. 

Yes , all right, then, Henry. 

And I ' ll tell him ot your ln teree t •••• 

b•- to hold himsel f ln readl nese to 
.... and elk ..... 
hesr trom Fele. 
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a: All right. Thank you , Henr;r. 

HY.Jr: Thenk 70u. 

II: You 1 re weloome. 

• •• 
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TO 

TREASURY DEPARTMENT 20S 

INTII:It 01'1'1Ca COMMUNICATION 

OAT& September 22, 1942 
Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

Your host at Fort Benning last month is now a 

~ ajor General. In case you would like to congratulate 

hi~, I have prepared t hese few lines for your signature . 

( 

••• 
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Pile 1n DleJ'7• 
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TO 

TREASURY DEPARTMENT 

INTIIt 01"'1'1Ca C0Mio4UNICAT10N 

Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

o••• September 22, 

These radio announcements are now being pr inted 

in Chicago and are about to be sent to all radio, stations 

for use once a day ever,r day throughout October, beginning 

October lat. 

I 

.... 

Regraded Unclassified



Are you saving penniee at home, or dimes, or 

nickels? If you are, put your coins to work, to help 

208 

win the war and help yourself toward financia l security. ' ( 

Take your coin collection to your bank, post office or 

retsil store and swap it in for War Stamps and Bonds . 

Do i t t oday! Your coins and all coins are needed in 

circulation, so that our businessmen and manufacturers .•. 

the men behind the men behind the guns -- can get their 

jobs done more quickly and more smoothly. New cetal 

cannot be used in minting new coins. This new metal 

must go into bombers and tanks and other military 

weapons to smash the Axis. Your ~. in circulation, 

will be helping to turn out those bombers and tanks. 

Your coins, in War ' Bonds, will be providi ng for your 

fi nancial security, because your War Bond dollars 

will come back to you, four for every three you put 

in, when your Bonds mature in only ten years. And so, 

swap in your coin collection for another Bond ·•• from 

$18.75 up ••• and keep on saving, in Stamps and Bonds! 

Regraded Unclassified



Today is bargain day in every bank, poet office 

or savings and loan association in the United States! 

Every day is bargain day where they sell War Stamps 

and Bonds. And here's a ewell, necessary way to add 

to your savings in Vlar Stamps and Bonds. Take your 

collection of pennies or nickels, dimes or quarters 

and swap it in for Stamps and Bonds. Do it ~ 

because all coins are needed in circulation, to he lp 

our war industry handle its tens of thousands of daily 

business transactions • •• business transactions which 

mean more tanks and bombers for our fi ghting men in the 

front linea. New metal cannot be used to mint new 

coins to do this job. New metal must go into tanks 

and bombers. Your idle coins must help to do the 

job. Today, take your coin collection to the bank, 

poet office or retail store and swap it in for Stamps 

and Bonde. Today, buy another Bond ••• from $18.75 

up •• • and keep~ saving, in Stamps and Bonds. 

209 
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Here 's a double-barrelled way to help win the 

war and help yourself toward financial security. Go 

today and swap in your collection of coins for War 

Stamps end Bonds, at your bank, post office or retail 

store, and then keep on saving in War Stamps and Bonds. 

Your coins are needed, in circulation, to help industry 

and business speed up their transactions, speed up the 

job of building and supplying our fighting men with 

more weapons to win the war. New metal cannot be 

used for coins. New metal must be used in tanks and 

bombers . Your coins !!! needed, in circulation. Turn 

them in for Stamp.s and Bonds today. Ae Bonds, your · 

coin collection not only will help to win the war but 

it will be working for your financial security 

because your War Bond dollars will return to you, four 

for every three you put in, when your Bonds mature in 

only ten yeat•a. So, swap in your collection for War 

Stamps and Bonds, at your bank, past office or retail 

store. 
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If you have a coll~ction of spare change you've 

been saving at borne, take it t o your bank, post office 

or reta i l store today (tomorrow) and exchange it for 

l'.'ar Sh mps and Bonds ••• You' 11 be helping our war 

effort and you'll be hel ping yourself toward financial 

security. These coins are needed in circulation, to 

hel p keep the wheels of our war industry turning , 

ceaselessly and smoothly . New metal cannot be used 

for coins ••• because new metal must go int o tanks 

and bombers and other weapons t o smash the Axis . Your 

coins in War Bonds will be helping you toward financial 

security because your War Bond dollars will return to 

you, in only ten years , four for every three you put 
~ 

ln. Take your coins to the bank, post d fice or 

retail store and swap t hem in for Stamps and Bonds . 

Do it today! And keep ~ saving in St amps and Bonds. 

211 
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Your little collection of pennies or nickels 

can be put to work to help win our war! That's 

right .•. your little collection of coins. Our 

expanded war industry needs every possible coin 

in circulation ..• so that business transactions ca.n 

be carried out more quickly, more smoothly. Our 

Government cannot mint new coins now to do this job. 

Every bi t of new metal must be put to use in bombers, 

tanks and other weapons to fight the war. So put 

your coin collect ion into uniform, by swapping it in 

for r/ar Stamps or Bonds . Keep on saving by buying 

Stamps and Bonds ••• at your bank, post office or 

retail s tore. Buy another Bond today ••• from 

$16. 75 up. 

212 
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Building up a coin collection was a fine way 

to save ••• before the war. It no longer is a fine 

way to aave ••• because our full-blast war industry 

needs every possible coin back in circulation so 

that business transactions can go ahead unhindered. 

But don't quit saving! Here's the best possible 

21J 

way to save and help win the war through your saving 

Swap your coin collection in for War Stamps and Bonds ••• 

and keep on saving in War Stamps and Bonds . Swap your 

coin collection in today, because our Government can't 

mint new coins. All new metal is needed for bombers and 

tanks and other weapous to ~ t he war. Today swap 

your coin collection for Stamps and Bonds at your bank, 

post office, or retail store . 

~·. 
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Did you ever hear of lazy money? Sure, money o!n 

be lazy. Take, for example, that box of pennies lying 

in the back of your bureau drawer -- or that jar half-full 

of nickles. That's lazy money because it isn't on the 

job .•. making change .•• takine par t in the tens of 

thousands of business t ransactions which must take place 

every day if our war effort is t o go ahead at full speed. 

Vie cannot afford lazy money i n these hectic war days . 

There just is not enough metal to use for new coins to 

take t he place of lazy money in coin collections, if 

we are going to turn out all the bombers and warships 

and guns our fight ing men need on the fighting fronts. 

So empty that box of coins, that milk bott le half-full 

of nicklea. Put your lazy money to work ..• for our 

country ' s war effort and for you, personally. Turn 

in your coin collection for V/ar Stamps or War Bones 

today ••• at your bank, post office or retail store. 

Bonds start at $18. 75! 

... -
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Have you got a milk bottle half- full of pennies 

at home? Or a cigar box with a few dimes in it? Or 

are you saving nickels? Well, maybe you never thought 

of your coin coll ection as lazy money but that's just 

what it is. And lazy money is hindering our war effort! 

Our business life in these hectic war d$Ys needs tens 

of thousands of coins in circulation ••• helping to 

keep transactions going which may mean more bombers 

for our men on the fighting fronts. We cannot use 

new metal for new coins . Every bit of our new metal 

can be used to build t hose bombers, or tanks. So put 

your lazy money back to work, to help win the war . 

Put your lazy money back to work in the best possible 

way .•• by swapping it in for War Stamps and Bonds ·• • 

at your bank, post office or retail store. Buy another 

Bond today • •• from $18.75 up. 

.... 
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I! you're a good, thr ifty soul who aavea pennies 

or nickels or dimes at home -- you know, in a box or jar or 

milk bottle -- here's something for you to think about . 

Your ooin collection is not doing its part in our war 

effort . Your coin collection is needed, in circulation, 

so that the job of industry and buaineaa -- building 

tanks for 11nd aending them to our fighting men -- can .~ • 

be done more smoothly and quickly. New coins car~ot 

be cinted to take the place of your idle coins because 

all new metal ia needed in the building of tanka and 

bombers to smash the Axis. Turn in your coin collec7 

tion for Vlar Stamps and Bonde. Do it today! Your 

War Bond dollars not only will help to win the war by 

providing more tanks and bombers for our fighting men 

but will return to you, four for every three you put 

ln, when your Bonde mature in only ten years. Today, 

swap in your coin collection ..• buy another Bond, 

from $18. 75 up •• • at your bank, poet office or retail 

store. 
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We are OU"2711I& "' J'OIIr wqenioa of uizl& Rect Bubel'• a ' . 
14 .. oa otllft ~ na•toea. ad oa otller lpOrtizl& ncte • 

.&.1 .... 'biiMtcll ....... _ b a'bolat OYer it wU1 DOt be 

praotioal te u M ue ~e Jle4 Bubar plaD befora tile , .. _ 

ell41o We flD M - 'lie - qat• 1.D OOillliOtiOil witll tile 

broa4o~ille et teftball. a-•• 
h Ua ~--~- plc tile Ottioe of War Illtol'U.tioll llal 

ai-ruaect tor tM ~ 1aau.rr Depertact to be 14ut1f1e4 w1 til a 

1004 porUOD ot 'lie Me leecae football cae1 to be broa4out 

tllroucllOil' 'lie U\!Oile h tile pilei wllioll are UI1SDe4 t o Ul 

we wUl. aa11: tu ~10Da ad tile llltworlte to u•• ~~~· Rect Bubel' 

plaa. 

~ OzopalN Ulla ~ W 111'1'1 1.Drtt e4 Red. !Iuber to 

- to ~ uata :rrs.- .,l'll1DC ad are llopetul tllat lie 

wU1 -•• M ..an .. 1a OU'I'71D& out our plae. 

, . 
• 
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S.pteU.r 12, 1~ 

Ia orin to pro.ote the oalo of War Sa'f111p 

Bond•, •~•PT radio broadc&ltiDC 1tatioa and broadoalt-

1ng coap&DT 11 herob7 11ooDM4 to Mk1 111oh arranp-

•nta or aiaptatiODI of the IIUioal o011pooitioa •JollJ' 

{ 

llollJ i'itoher• 'b7 liohari R. Ubl ana !h011&1 11. Aaair, .• _ 

... a an4 •opp1pte4 'bJ S.IU'f IIDrc-athea, Jr., Socn­

t&J7 of the froUVJ, U it UJ uliro an4 to noo·ri 

or pertora tor rdlo 'brallloutiac ana to ra41o 'broa4-

out (1Dola41.ac telnbloa) 011oh nooriiDCI or partora­

anou of 1&14 ooapolitlon or aa&ptat1oa1 or arrmgo­

anh tho"ot at &117 t~ lt U.J 4odn. 

lo feel or roJ&ltiee ar t p&J&'blo to the 

S.orotar.r ot the fn&&IU'f tor the riph heroin graote4, 

and DO other penOR, OOIIp&DT or &ceDOJ wbahonu baa 

'bto11 authorhe4 to ub &117 oh&rp tor tho r1&hh 

crante4 'b7 thh lloeDM. 

BSV:Cb 
9- 22- <t2 

TM• llooDM h nTOoa'bll at will. 

(E!oJ:ned) .1:1.. Mllt~oulhiu, Jr. 

S.IU'f IIDrc-athau, Jr. 
Saontar.r of the fro&llU'J 

Returned to Mr. Meyera 
ror ma111ng (thru I uhn'a 
ort1cel 
F1le 1n D1ary. 

Regraded Unclassified



22U 
September 22, 1942 

latioDal. lno:>a~r WHk ei••• • t.loo oppon•ltJ to POJ oi..D ..... 

lrl.~· to t.ho I..Dt .U.S.,•t oatr1ot1• or tllo .&.rt ..... pre .. 1D -taa 
U.o " ' " 1'08poulb1lltilla o t a t'roa P"•• 1D t otal •r. 

Ill t.ha teat.ll o! .lld.o prop..,.nda drlno, t.loo OYol"'boloal.al •J01'itJ 

ot .laarhaA ,. .... paparo are koapi..Dif tllo )Mibllc ill toi'Mil or t.loo real 

l u "u of t.hia •r. 117 NpoT'tlq U.o n- u -letal7 • • 1t ..., 
1M print«i wit.loi..D tllo Utd.to ol aaU-.1 aaf .ty, tiiOJ haft eb.-Wc~ 

ao~ oropacoada W•<teot to -..n.u .. ud 11hlaad ov paos>le. !IIOJ 

ara .. iDa tlla r..- at tllo praoo to holp flcllt t.ha •r of tho tree 

JOOplu. rhO)' Dow tllat a !raa pN .. -Ot nrrln Wll O .. tlllo war 

1• ..... 

8oyood t.hia, • at t.loa,........,.,. han qaoial ,..._to \bDlt 

lho orau, ao -u •• pay \rlboat.o to it. lllt.lo a pul>lio oplrit tllat 

h beyond all pralao, U.o naaqa~ro of tho co•tr, lln o rt•an i.DYal• 

.. blo help to tllo ,,........, Da~t'o kr ~· • ........,.. 

!Yary paT't of tllo P"•• -aU cl aa .. o of -.paper aorl<oro, 

tl'<la • lll>rctiooo to r- ... ,_ otfi .. ~ to ~lY••· b&w 

holpod tho frea""7 ill Uo j ob of tlDMiolq t.loo nr. .llld I lllould lUco to 

lhiiAk eopoeiallJ tho -•paper bo)'o of tile aatloD, """" oolo and daliYOr)' 

ot nearlJ tift.J .uu .. doUare ill ... r S.Ylllc• S~• dvi.Ac tho poet 

~t -ho 1a - oat-~ aelli ... -t. 
c...,..tulaU•• • d aU ,-d wiolloo tor tbo o~&cc .. o ot ht1GD&l 

l•'lft paper 1-.k:. 

(Signed) H. WORGENTHAU JR. 
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Dtar llr. SlapiOIU 

I ban Jut haN tbat tile •tt-l 
Beak or c-r•• b .. ooulotoatq 1M all 
other• 111 llnat .. oaob .. tb of lMa la 
lh tohl aol01 of 1lv S.wla;;a Jelllla aM 
Stupa. 

Tbl a la aa .. t.t•eatac a•blo...,at 
wlllo~ rdl01ta the cnateat orMlt .,_ 
1111 •• •••'7 ..... , of ,.., ataff. We 
at t~. r,. .. .,. .,.. .. at grehhl to 
'"'1' .. 1.a ,.,., lluk whl •• a abart 
la ~tUlDC a .. b a flae I'HeN. 

SS...ortq, 
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FK;ogk 
P'll e t o Thompson. 

Pho t o rlle in D1ery. 
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TR3lSURf BIWI 

Sept . 23 Stpt. 16 Sept. 9 Sept. 2 

$ 400 II $ 400 II $ 350 II $ 350 II 

Bids tendor od •• • • • • • • • • • • • 796 882 710 873 

.2<flf, .2<flf, . 2<flf, .2<nf. 

Sigh rete •. . •••••••••••• •• .376 . 372 .376 .372 ~ .. 
rete ............. . .370 • 369 .368 .367 

$ 196 II $ 132 II $ 113 II $ 147 II 

47 129 92 . 67 

111 SM FrAncisco ••• 30 27 29 25 

country ......... . . ••• • . 127 112 116 lll 
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September 23, 1942. 

MEMORANDUJ.I 

TO: Secretary Morgenthau 
FROM: Mr. Gaston 

22!> 

The Supervising Agents of the various investigative 
services called in from the field to examine personnel 
records of the investigative services have completed their 
work here without finding any definite information requiring 
fur ther investigation, except as to one case already under 
investigat ion. They are now about to proceed to the field 
to interview all Supervising Agents and Agents in Charge 
of al l services and review t he current records of all agents . 

Since storekeeper-gaugere of the Alcohol Tax Unit have 
access to many defense plants where hifhly secret and criti­
cal war work is being done, the Alcoho Tax Unit has been 
asked to make a s imilar inquiry as to all these men. Steps 
have also been taken to obtain from the Civil Service Com­
mission the complete per sonnel files of White House policemen 
drawn from the Metropolitan Police for critical examlnation. 
Mr. Irey is consulting with Kr. Pehle as to re-examination of 
the records of Foreign Funds personnel, particularly those 
of the considerable number of law,rers in that organization 
who are engaged in investigative work. 

.... • 
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September 22, 1942. 

MEMORANDU1! 

TO: Secretary Morgenthau 
FROM: Mr. Gaston 

226 

Commissioner Helvering and Elmer Irey have spoken to 
me about a rather serious situation involving our relations 
with the Department of Justice . 

Alf Oftedal, who did excellent work in the development 
of the Schenck case, came on to New York about a year and a 
half ago to cooperate with the District 1ttorne1 there in 
the prosecution of t hat case and with Commissioner Helvering's 
consent stayed on to work with Correa on the Browne and Bioff 
cases and has since been helping Correa with the matter of 
developing evidence against racketeers. Correa got permission 
from the Attorney General to develop oases involving among 
others a group of Chicago racketeers. Ha asked that Oftedal 
be permitted to work on these cases in Chicago. Helvering 
and Irey agreed, but with the understanding: (1) that we 
would make genuine income tax cases of them, ~orking along 
our own wall established lines; (2) that in hie work in Chicago 
Oftedal would be subject to the direction of Arthur Madden, 
the Intelligence Uni t Agent in Charge there, who has already 
~ig~t agents working on the cases of the men in whom Justice 
l s 1ntereated; and (3) that while our procedure would be the 
same as in any tax case. we would aupplf Justice wi th all 
available information as it was developed. 

Irey went out to Chicago so as to establish proper work­
i ng relations and have a clear understanding ae between Madden 
ana Oftedal. Oftedal, however , announced to Irey, before the 
mat ter had been discussed with Madden, that be could not work . 
under Madden since in view of his experience it would be humill­
ating and that he must have complete independent charge of the 
cases. It also developed that Oftedal proposed to make ~he 
investigations primarily from the standpoint of racketeerlng, 
using tlie tax angle merely as a pretext and intended. to use 
methods which in Irey's opinion would make it imposalble ~0 
develop adequate tax cases and would probably be ineffectlve 
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even from the racketeering standpoint. The reason for this 
is that Correa and his assistant , Kostalanetz, want to have 
evidence to present to a grand jurr now sitting in New York. 

The upshot was that Oftedal said he would ret ire f rom 
the service rather than carry on the investigation as directed 
by Irey and he has in fact submitted his application for re­
tirement. He is 56 rear s old, has had 38 rears in the 
Government Service, including 21 years in the Intelligence 
Unit , and service for a shor t time as Assistant Commissioner 
of Prohibition. He is described by Irey as a very able in­
vestigator, but highly temperamental. 

Since his return from Chicago Oftedal has been in 
touch wi th Kostalanetz and Sam Clark of the Department of 
Justice called up Sullivan to make an appointment for a meet­
in~ here at which Clark and Correa could discuss the matter 
with Sullivan and Helvering. 

The primary question involved appears to me to be 
whether we are to permit the Department of Justice to employ 
and direct our investigators and to use tax inquirr powers for 
purposes other than making tax cases . 

Oftedal's own position is secondarr. I think if he 
does not wish bo work under authority he ought to be permitted 
to retire. 

This matter will probably get up to Attorney General 
Biddle eventually and he will no doubt undertake to see you. 
You may wish to see Helvering before that happens. 

Helvering and Irey took the matter up with me beca~se 
of John Sullivan's absence since it mar come to a head th~s 
week. 

• . -
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TREASURY DEPARTMENT 228 

INTER OFJ"'CE COWNU NIC ATION 

DA T& Septelllber 22 1 1942 

TO Soeret.ILI')' llorcenthau 

l!r. Tbocq>son 

SUbject: Proposal ! or Separ ate Status t or Foreian Funda Control 

At the present t~ Foreign Pundo Control io otill &dminiotrat ivelJ a 

pari. ot tho Office o! t ho Secret&~')', doopi to tho ! act that it io larger than 

( 

cal1l' ot her oeparate bure&uo and o!! ic... I rec_,cl that Foreign Funds .... 

Control be accorded oeparate adlliniatrative atotua, oubject to the uoual 

departr~ntal controlo, in tho - IIIUU'Ler ao otb.r TreaoUI')' organi.zations nt 

CC<!!"'l'llble abe and ioq>ortance. !he principal reaoons !or this propooal are 

•• t ollow81 

l. Foreian Fundo Control now hae over 1, 000 emplo)reeo. The 

adm1niat rative detail for so large a force hao outgraon the 

administrative f acilities o! the Socretar.r'• Office, which 

actu.al.lJ ohoulcl be confined to general rath.r than detailed 

a&oinietrati ve oupeniaion. 

2. Foreian Funda Control baa clualopecl an aainiotratin divisicn 

to portora tbeoe adolinietrative tunctiono and there 1a therefore 

no turthor noed !or Foreign Funds attachDont t o t he Secret&l'1'• 

Office ! or det ailed adminiatr at ivo purpoaes . 

). Separate atat uo will panoit eliJoination nt .xtra otepo and 

eave paper work in t he bandlin&' of J~Lo&ey ot t ho Por eian Funds 

adminiotrativo tranoactiona, with r eoultant econ~ and increased 
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4. Separate atatue wU1 clarity e<>~~e exietin& contueion grow-

ing out o! the present etatue o! &dminietrative responsibility 

and authority in Foreign Funds. 

There 11 attached !or :ycur consideration and appron.l. 1! you eoocur 

229 

~ propoaed departmental order establiahin& eeparate etatus ! or Foreign Funde 

C<lntrol, wl-.ich baa the approval ot llr. Paul and llr. Pehle, whoae 1n1t1&la 

appear on the carbon cop:y of the propoee<l order, 
• • • 
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September 22 , 1942. 

Departaent Order lo.47. 

By Yirtue of and pursuant t o the authority Yested 

ae by Executive Order lfo . 8389, u aaended , by Executive 

1/o. 9095, u uended , by Section l bl of the Revised 

!;tA1mtt!8 (U.S.C. title 5, sec . 22). and as Secretary of the 

fr .. ..uJr-v, I hereby order that: 

1. fhere 1e hereby eetablialled and created in 
the freaaury Departaent the Foreign lunde 
Control which ehall have separate adainistrative 
etatue, eub~ect to the usual departaental controls, 
and at the head of which eha.l! be a Director of 
Foreian FuDde Control. John V. Pehle, Assistant 
t o the Secretary. ie designated as Director of 
Foreign lunde Control. 

~. fhe Director of Foreign Funds Control shall 
exercise and perfora all authority, duties and 
functions which I u authorised or required to 
exercise or perfora under Sections 3 and 5( b) 
of the !radilll with the ene-.y Act, as uended, 
and any proclaaatione, orders, regulations or 
ruling• that han been or u.y be issued there­
UDder. 

}. fhe Director of roreign Fundi Control allall 
exerciee and perfora eucb authority, duties 
and function• eob~eot to the general euperv1eion 
of Randolph Paul u Acting Secretary of the 
freaeury . 

• . . 
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TREASURY DEPARTMENT 
PAOCURDIIHT DIVIIION 

WASHINGTON 

September 22, 1942 

&IEMOIWIDtn! TO THE SECRETARY: 

There ia aubaitted herewith the operating report 

of Lend-Lease purohaeee for the week ended September 19, 

1942. 

! conference ia scheduled f or Thuraday Kerning of 

this week for a joint di aouaaion with the Lend-Lease 

repreaentatiTea to inTestigate into the methoda of better 

coordinating aaterial relating to the f orwarding of Lend­

Leaae cargo for t he Ruaaians and to &Told further dupli­

cationa. I will adTi ae you as t o the outooae of thia 

meeting. 

231 
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TREASURY D:':PARTllEi<T, PROCUll.Eli.EliT 
STATEENT Of AU.OCATIO!;s , OBLIGATIONS (PURChASES) .UID 

DELIVEkiES TO FOREIGN GOVERli!.:EtiTS AT U. S. PORTS 
AS OF SEPTE~ER 19, 1942 
(In Millions of Dollars) 

Administrative Undistributed and 
Total U. K. Russia China Expenses W.scella.neous 

Allocations f2100 .2 
2100. 2) 

f1095 .S 
1086.5) 

f586 .4 
558.8) 

f56 . 6 
56. 6) 

$3 .7 
(3 .7) 

Purchase Author i za-
tiona (Requisitions ) t 1563.3 f 959 . 7 $547.2 f40 . 5 -

1534.0) 947 .3) (531.2) 40. 5) -
Requisiti ons Cleared 

f l 513 .5 ~ 946.1 f512.2 f 40.4 for Purchase -
1484.4) 933. 6) . 495.9) 40.4) -

Obligations (Pur- f 915.1 $435.9 $40. 4 $2.3 chases) fl403 .8 
1383.9) 906. 5) (425.1) (40.4) (2.2) 

•Deli veries to For-
eign Governments f 582.9 f 465.1 $ 94. 7 f20.1 -

572 .6) 457. 6) ( 92.1) 20.1) -
• Deliveries to foreign ~overnmenta at U. S. Ports do not include the tonnage that is 

either in storage, "1n-transit" storage, or in the port area for which actual 
receipts have not been received f r om the foreign governments. 

Note : Figures in parentheses are those shown on report of September 12, 1942. 

.. 
' 

f358 .2 
394.6) 

t 15.9 
15.0) 

t 14. 8 
14. 5) 

f 10. 1 
9 . 7) 

r 3.0 
2. 8) 

N w 
r-.. 

Regraded Unclassified



-·--
Treaoury Depar~n~ 

otvio lon of Mone~ry Roooarch 

De~· .. §!l>.~!':!.r..~ • .. l~.... 19 
s.cre~ lloraen~u 

11r. Hofiich 

\lith respect w Au~t ehi~te from the 
United Stataa w rlwlal..a, I UDderetand that 'fOJ. 
wish to know (l) by ..mat routes and ... ..,. of 
t=portation tho goode nre sent lllld (2) ..mat 
.,-oportion of tho ljOOd8 haft actually reachecl 
IJ>Iir desUnaUon in the Sorlet Union. 

I bell oft that on1J" tho Lend-LeaH '7 
Ad:d'listraUon b.u th1e Wcmo.atl.on, and I do ~ 
not rlah w ..alee 1nquir1ee there withm ~ your 
o;>proval. Shall I consult lend-Lease about 
the ""ttor? 
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B1 Meaa~Bun41 4:2S 9/22 

Diary - extra cop1e• to I 
Dr. lihit•'• 
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COPt 10 • ...!_j 

Intorw.t1on reco1Yed up to 7 A.M., 22nd Sopte•bor, 1942. 

tho convoy to IWSSIA eotered AIICHAIIOIIlL KA!UlOOR on ~lot after •-

dtla)' outside owinn to woathor. 27 vessels arrived Nl'tl.y. 1) tot.allln& 71., L1l 

t.ono ••~"~ lott. Ono ot H.ll. Destr oyers wae torpedood on 20th but 1e 1n to. ot 

eot-htr Otttroyer. On.o of H.M. Sut..rinos reporta havin& 1\&nk u bea...Uy ladon mer­

hint ahlp nort.hoaot ot Dll!!IA on t.he 5th and hov!Jic tor!*lood another ohip or ,,,..,.~, 

r.oou. Anothlr of H.M. Sullllarl.ooa roport.a hav!Jic aunlc by eunflro and tor!*loeo a 

schooner of 200 t.ona a.nd a am.ll •~rcbant ah!p in ZLltDl J\OADS !&at of TRIPOLI (L). 

A third Suburlne report• al.nkini tWo eehoonora and du&Pftc other• at wbarvos at 

£1.JCiGUW (SARDINIA) . A fourth aubm&rino en rou.te to UAL1A 11 ovordue and 111u.at be 

preatcfted loat . 

l . IU~UARX 

MAQACA.SCAR. Our col\IEJ'ls in tho north oontinuo to uke prosross 1n 

apU.t or he-avy rain. On t.ho Northwest coast our adva.ncod olomcmta aro r~tpol"teci to 

be IIOYi.nS towardi ANr'.,OHIHY • while on the Northoaat coatt. .. havo reachod SAHAMBA'IA 

1M eolua1 approoobitla fANAliAIUVZ occupied A!1UWIIX on tbo 20t.h and h -•t!J>Ui"l 

~· GeJWm pcne'tnUcm tnto Sl'.\LDIGRAD cont.l.m.MI alcr'lr· 

blYa mel• al011r li'OJI"ell in tbe ti.)'Z:lOt &ref.. 

). .t[Jl OPERATION§ 

!E51£RN Ji'ROtrlr. 2lat. Art A.A. "hlp off t.h• Dutch COI.Gt. W&D set on 

tire by Sp1t.tiro1 , one of which 1a mio&ing. 2let./22nd. 17 drora.tt. woro aent. to 

lay minoa . ) aro aluin~ • 

.~Qlfl. On t.ho 19th and 20th ~.~nemy caapa, M.T. and t.anka in tho 

eoaatal Md aou\lhem aoc~ra and ».f . 1n tho northern 1oot.or 'IOro •chine gunned tmd 

~bod. ~ .. "'1 o1roratt ... ,.. de•trwed, 2 probably doatrO)'td """ l domaged . ' or 

""" fl4:htero .. ,.. •hot dOOil bu~ 2 pUota ore ute. 

Mtl!ITB!l!W!iW!· A Boouttcbter hit ~ 100 toot ohlp ott SICILY. 
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, 
THE UNKNOWN BRIT ISH-AMERICAN VICTORy 

/J7 FIRST LIEUTENANT ANDUW W. ltAWAitCJr, I'.A ., U.S. A.., 

Ttu: VICTOlY salntd by the Britiob 
In the BatU. or Britain in Ausuat 
and September, 1940, hal been unl· 

vtraally oeclaimed. But r.ia month& later, 
Gru.t Britain, with American &aistance, 
gained juot •• decisively Important • 
victory which hu s<>ne practically UD· 
recopU.ed. TbiJ wu the ddeat of the 
Ana aD-out o!ensive in the apring ofl~l 
&g&inst Britiab shipping, which wu de­
aigned to gr.in l victorloua peace by 
blockldinl En,tland. 

Tho ADs attack on lhippinc wu much 
more than the suerrilla aubmorine C&ID• 
paign which Ia now being carried on with 
the,.,....,tlimlted purpose of homperlna 
and crippling Allied au communication&. 
Tho Germon o!enlive .,.Wt shipping In 
the apring of 1941 was an all-out offensive, 
an attempt to gain a decisive victory and 
10 win the war. The IDformadon which Ia 
now avr.ilable makea it la.idy clear that 
the British succ:eu, with American help, 
in turning bad. tbeae att&eks, forced 
Hitler to undertake his Ruaalan adventure. 

The progreaa of this campaign, acept 
for apectacular epbodic event&, like the 
..!<! of the two hattleahipa, su..,. 
INist and ~ • • and the sinking of 
the Bh~rd, wt:nt practically unnoticed, 
at the ttme, by the public. Even the at· 
tention of moat or the mD.itary aperls Oft 
thio side of the Ationtic wu ahaorhed by 
the GelliWl mop-up campaigns In the 
Balkans, which O«Urred at the same 
time. Yet theae were mmly deaigntd u 
the Gennana inclieated dearly, to ..,.;, .. 
a threat to their Balhn flank and to 
orpni.te their Bal.lt.on &upply aou:.O.. The 
Balkan campaigns were important but 
aubtldiory tb the malnobi«tivtof ~. 
the war. 

'I'!'" evenu leadina up tb tile A4 ., 
f<Dilvt .,.Wt lhipplna 1D tile 'Pile 41 1~1 In ~·"'"P«< - be ..... to lllut 
a alwp pattern, altbou,h u.., .,,. ol> 
ocure at the linle. Alter the fall of Ptaoct 
in June, 1~, HiUer ollerod P'Oct law 
to the British. Tho omall Brilloll A-, 
ha.cl boa> practically llripped ol -­
Accordins tb TM A••llo .. , tllert .,. 
lor example, fewer than 100 ww loft~ 
England alter Dunkirk. Yet tile BriiiM 
reluaed to make peaee orith llitla. n. 
Nazis Ibm hepn to prepart ill tWr 
thorouab, methodical way, for u iDvu1ct 
of Engl&nd. 

At thla point, a distraction &f'Oit. WhM 
happen«! - he hoot cletm'bed to tit 
words or Hitler when be mi<...t Scm& 
German relations on June 22, 1941, ubi 
troops eroued .the RuuJan frontier. m•'l\ 
declt.red: ) 
Wlolk..,-m. )toy 10, .,., .. w 

.,_ brookloc r ....... Brillalo.,.....;,...,"' 
Rutlian military devt.lopmt~~~c 011 Nr """' 
frontier wu bt:lna continued to a mort &Ad • 
meo.ad.nt utmt. 

F-rom A~a;aust, 1940, 00.. I. ~Mrtfort.~ 
it to be iA tH interat of lM Jt.e.id • ..... I 
permit our -ftft proviDe.. whidl: ....-..W 
a.lrady belli ll.ld wute .o otteo, to ,..a • 
protected lA tbe fue of thJI trema~dol&t ~ 
tratioa. of Bo1alwvik divialool. n .. u... malted Bn~ a-• 
~.llltmded maloly .. *I7W4 •1~~ 
t-fol/lr<U ia 1M &Jl .... tollul ~ 
•I lit., '• '" w~. I'O''".,.,,,., r•~ c'ajl, ,..,u M IH,w N ~/If by £1,1 
Al"'-o4 (Aatloor'oiUilc't). 

Churchill'• &nal,.;& of the sit .. tioo ~ 
similar. He &r.id in biJ speech oo J•"'ll, 
1941, when Hitler wu bosinniDI bloi>n· 
lion of Ruaala: 

I'I'bcn It) ...... ~ 
_ ....... 

ll.U 

~JJik(•l..,,_· Fie wl>h• to d..,.y the R .... 
tlatl power btcau.te be bopet tbat il be MICCeeCia · ,w. 11< will bo abl< to brlllc bod< the ...U. 
~ o1 .bis a.ray ud. air foru froGl lbc cut 
,ollood it- tWo blaod, wloldt lie._., lie 
.,a•t CIOCiqlltf or wi!cr the paWty ol his erimciL 

Uit iovuion of R.u11i.& is no moretbaa a prdudc 
t.o 111 •uempttd lnvsaion ol tbe 8rlllah lsla., 

A lew men iD the United Sllt<s, like 
Clpta.in w. 0. Pulestoa, U. S. N .. y 
(Redred)J even at that time, aaw dearly 
that Germany bad a two.rront war on 
her hands in the summer or 1940, and 
!Mt the Cernw>·inspired propaganda oa 
1 Jtusoo-German allionce covered up an 
actua1 state of inactive warfare on the 
.Eastern Front. Jt is now evident to all 
o1 us that what happened i.n tbe summer of 
J910wuthat theoone<nttatlooof Rwoian 
u-and airplane& on the German eut· 
c:m frontier pinned down a large portion 
oflh< German Anny and a declJively large 
portion of the Germa.n Air Force. Bitler, 
..,..rtbel<ss, attempted to IIDWh the 
Royal Air Force u a prelimin&ry to 
invuion, with the remaining available 
f"clion o! bl& Lu!twaJ!e. During the 
Battle of Britoin in August ond Septtm· 
btr, 1~, the ltoyal Air Foroe completely 
ddeat<d thio attempt . 

The Germans in the fall and winte.r or 
1940.41 were, therefore, confronted with 
two altemath-e plans which might orin 
the nr. With ~ricau aitp1ane$ flowiQs 
Uno &gland, even if in amaU number~, 
aod with the experience or the Battle ol 
Britain behind them, the poaaibility of 
dnln>ying the Britiah Air For.e ..!th a 
pan of the German Air Foroe could not 
be CIOUnted on. HiUer's choice then wu 
between: 

(A) An attempt to defeat £ac&ud by a poUey 
oltolocbd., ...... the Gumao ..... fo- ....... 
~~available for tWt pui'P'Ote. 

(I) AD atte~:Dpt to destroy tM RU:Miul t.b,.t 
UM1 thto. •• ChurcbUlaaid, "brtna baek the main •omatb of his army and air forct from the eut 
lAd liurlit" upoa ~ 

l'lobably the decision wu made to pve 

1135 

Plan A • sood try and lilt failed tb ldort 
~ B. The defeat of Plan A by the 
Bntiah with Americu help iD the 'Prine 
ol 1~1 ldt the Germa.na no altereativo 
if they ..!&bed tb bring the war tb on ead~ 
end, but tb crush the Russian military 
fon:es with l sudden aurpris< attack ond a ( 
lich"'inn campaip. \ 

As ill cuttom&ry ..!th Germon ollenalws, 
Hitler ope_ned his Pla.n A, the otrenaive 
agoiDst British ahipplna, with a &peech. He 
&DDOuoced on February 24,19-11: 

0... fiPt ............. bqja..,.;.... - · fTb• ADletl • • · ..;u bow wbr.t lou bem ,.U.1 
Oft. 1'1ley will kt101r thwtly wbtn our new t)'J)etol 
aubmarinc:s are coin& to be brouabt into the e .... 
pl.l\ded wa.rfar.. They wW bd out iD Ma..tth and 
April wbat Oenua.~ltaJiu 111bowiac eoopna.. -..• -. 
u.a will -- to u.aa. 

One lhiDI lo «naio. wt.tm.u the Britbh 
toocb tho Contiunt we wW eocounter lhtm lm· 
mtdiatdy, and wbert Brltb.b t.bipt c:rultc: they 
will be au.ae:lted by our U'·boeta 1111tD a dccWoo ....... 

Tho Gertnllll did cive Plan A l thor· 
ough try. The offensive spiDst shipping 
went all-out. Increased numbert of sub. 
marines preyed on convo,.. Lona·rance 
homhera ftiO aent out In atlltb oa ship­
ping. The hulk of the German Navy wu 
thrown i.nto the battle. The two battle~ 
ships, s,Mrnluwst &nd GMismat~, were 
aent out In March. The pride of the Ger· 
man Navy, the b&ttleahip B"-'<l, and 
a heavycnaiJer, PriNJ /Wfnt, wt:re tent out 
in May. The only major unit of the Ger­
man Navy not in action wu the Tlrtill, 
which may not have been rudy for 
operotiont yet. 

The German offensive did meet 'fith 
tomeaucceues, but, .. we know, it railed. 
Sinkings Increased from under 300,000 
grou tons ln Ja.n.uary to over .SOO,OOO 
tons in ),(lrch and April. AcconliJI& to 
Churc:bll1

1 
in the four months, )rf_a.rt;h-

June, &hipping losoes totaled more than 
2,000,000 ton.s.. Note tbat if theae loues 
r\LAD.in.& at a rate of 6,000,000 tont • 
year could he sustained, a.od if Enalaod 
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" THE UNKNOWN BRITISH-AMERICAN VICTORy 
B1 FIRST UEUTENANT ANDUW M. ltAMARC)[, I'.A., u.S. A.., 

T
HE VlctOU saJned by the British 
fa the Battle ol Britain in Auaust 
and September, 1940, bu "- unl· 

v.nally a«Wmed. But m months later, 
Great Britain, with Ame.ricaa aaaistauce, 
sained just u decisively Important a 
victory which hu gnne pra<tically UD· 
...opised. 1blJ wu the defeat of the 
Ada .n...,t oft'enaive in the spring of 11141 
against British ahlppins, which wu de· 
algned to gain a victorious peace by 
blocbdins Eusland. 

The Alit at tad: on obippina wu much 
more tha.a the sue.rrilla aubmarint: cam­
paign which is now being carried on with 
the p .. sent limited purpooe ol hampering 
and c:rippl.inc Allied aea communieatioas. 
Tbe German oft'<Diive asaJnot shipping in 
tbe apringof 1941wu an a.U-out offensive, 
aa attempt to gain a decisive vic.tory and 
10 wln the w&r. The information which ia 
now avaihble makes it fairly clear thot !be Brit!"' auccea, with American belp, 
tn tummg batk these attacks, forced 
Hitler to undertake hls Russian adventu ... 

The p10g1011 ol thil campaign, except 
lor apectacular eploodk eveou, like the 
r&ld of the two batu.obips, 5<...,.. 
lwll and o..n-o, and the sinking of 
the BUM4rd, went prac:ticaUy unnoticed 
at the time, by tbe public. Even the at: 
tentioo of moat ol the mDitaJy experts 00 this aide ol the Atlsnti< wu aboorbed by 
the German mop-up campaigns in the 
Balkans, which occurr<d at the same 
time. Yet theoe were meJdy deaigoed u 
tbe Gemwa indicaUd dearly, to ,_;,ve 
a threat to their Balbo llank and to 
Olf&DUe their Balkan supply aou:.U. The 
Balkan campaigns we .. Important, but 
oubtldlary to the maio objective of wionina tbe war. 

II.U 

The evenu leadlnc up 14 ~ Aalo t~­
leaave aca~Dst ~ fa ~ .-. 
11141 "' relrcopect '*" be ..... 10 .. ..:: 
a &lwp patum, althouJb they - 4 ocure at the time. After the WI o1 Fnea 
in June, 1940, Hitler oft'er<d paco ..._ 
to the Britloh. The lllllll Britia A._, 
bad "- pnctically ltripped ol ...... 
Aoconlins to Til< A••flo ... theft...., 
lor ezample, fewer than 100 loDI:olelt 1o 
Enslalld alter Dunkirk. Yet ~ Bridol 
refuted to make peace with Bitler. no 
Nazis thea bepu to Prtp&Jt fa .-. 
thoroush, methodical way, for u bmioo 
ol Enaland. 

At tbls point, a distl'l<tloo .-. \VIal 
happened .... be beat daaibed ia .. 
words of HiU.r wbeo be rni<1red Scmo> 
Gennan relations on June 22, 1941, u li 
troops croued ,the Ruulan frontier. 
declared: 

pi Ilk...,..,._. He witbco 10 doou-oy tlwo llo" 
...,. power bcc&u.tc M hopa that If be 111cceedl 
. .W. 11< wUl be ablo "' brio~ boO. tlwo -o. :....u cli>lo ... , ...t'"' -- liN­..... ~it- tllk iolud, • Wdo Joe"""'" Joe 
.... t CIOCIQU-tr or wier t.be pculty ol bit crim-. 

llltlovuion of Rua.Lt lt no more tban a prelude 
to 1.11 auemptcd I.DvuloD of tho BrftlJ.h blet. 

A lew men lo the Uoited States, like 
Cspl&in W. D. Puleston, U. S. Navy 
(Jtetir<d), even at thot time, taw clearly 
lhal Germany h.ad a two-front war on 
hd' bands in tbe aummu of 1940, and 
that the Gemw>·lo!pired propacaoda 00 
a Jt....,.Gemw> alliloc:e covered up an 
actual Jtate or inactive w&rf&re on the 
£utern Front. Il is now evident to all 
of •• c.bt what happened in the summer ol 
1940 traS that the conc:entratioa of Russian 
uoopt and airplanes on the German 0&11· 
em frontier pinned dowtl a large portion 
of the German Army and • decisively large 
ponloo of the German Air For<e. HiU.r, 
D<VOrtbeleos, allempUd to &mash the 
lloyal Air Force as a preliminary tAl 
invu~n, with the remaining availabJc 
r .. cclon of his Lultwaft'e. During the 
Billie ol Britain In August and Sept<:m.· 
btr, 19-10, tbe Royal Air Forte oompktdy 
cldeated thil acwnpt. 

Tht Germani in the (all a.nd winter of 
194()..41 were, therefore, confronted with 
two alcernative plans which mi3ht win 
tlwo war. With American ailplanes Oowios 
into England, even if in small number~, 
and with the experience of the Battle of 
Britain behind them, the pooaibility of 
clatroying the British Air Fo ... with a 
part of the German Air Fo,.. coald not 
bt ooomUd on. HiU.r's cbolce then wu 
htltrttn: 

(A) Aa attempt c.o ddtat Ec&Jand by a. policy 
ol Woc.b.lk, U3iac ~ Gcmau aaval forc:a whid 
• crt Clllllepktdy • ~ lot lhia pu.rpoR. 

(I) AD au.tmpt to d•ll07 the 1tulli&n thnat 
l.114tbto, at Churd!IU .ud, ' 'brina back the main 
tlttn&th ol bit arm,y aad a.ir force from tlw! cut 
1114 aturt it .. upoa &qlaAd, 

Prol.ably tbe decision wu made to aive 
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Plan A a good try and llltlalled to adopt 
Plan B. Tbe defeat o1 Plan A by the 
Britloh with American be1p in the opring 
ol 1941 ldt tbe Getmans no alternative 
II they wished tAl bring the war to an earl~ 
end, but to erush the Ruaai&D mlUt&ry 
!orca with a sudden surprise attad: and a 
ll&htninc eampaign. 

As is euttom.uy with Genn.an o!euiva, 
Hitler opened his Plan A, the offensive 
against Brltilb obipping, with a apc<dl. He 
announced on February 24, 1941: 

O.U 6cJ>t oo tile oa .,.. IMP oo1y jut - · !'The Ahl ... ..ru bow what baa be<o ..... 
011. Tbey wW know abortty wbcra ou.r new typttof 
IUbmarinet atO COii'IJ to be btoUJhl intO lbt U:· 
pudcd wt.rfate. T~y wUJ 6nd out iA lof.uch a® 
April what CcnoaA· Itallu oobaoa:ioe _.. 
tioo will -- c.o tlaem. 

Oae thioc II O!rtalo. -....., tile Brilllll 
touc.b tho CoatJnmt we wW mCOtilntt:r thtm im­
mediately, and where Brftlab thtps uu.ite tbcy 
wW be attac:ktd. by oca_r U'·boaU until a de<Woo ....... 

The Germans did aivc Plan A a thor­
ough try. The offensive against shipping 
went aU-out. lncrt&Sed numbers of t ub­
marines p .. yed on convoys. Loa&·rsoae 
bombert were Knt out in attac:b ou tlU~ 
ping. Tbe bulk of the Gernw> Navy wu 
thrown into the battle. The two batlle· 
abips, SeluJ,.,.Mrtl and GMisPUJu, were 
oent out in March. The pride of the Ger­
man Navy, the battleabip ~. ud 
a heavy cnaiter,Prilfli!Mtm, we~ teat out 
ln May. The only major unit of the Ger­
man Navy not in action wu the TlrpiiJ, 
which may not have been roady lor 
opentioal yet. 

The German ol!<Diive did meet with 
tome succeuea, but, as we know, it fa.l\ed. 
Sinking& lncn:aoed from Wider 300,000 
&ross toot in January to over 500,000 
tons in March and April. Accordina to 
Chu:rcblU, In the lour monthJ, March­
Juoe, •hipping losses totaled more than 
2,000,000 tons. Nou that if these 1..,.. 
I'WlllinC II a rat<: of 6,000,000 IODI a 
year could be sustained, and if EGeland 

t 
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ftl< tluown on ber own oblpbuilclinf ro­
...,..,.., publicly aobowloda«< to be tittle 
more tlw1 l,OCIJ,OCIJ tons a ye&ri theD, 
Eagland muot oumador. April, witb over 
550,000 tons in loo&os, according to tbe 
lmst publish«! firuru at !bot time, rep­
lftonted tbe polk of tbo offensive. It is 
likely tbat later ~<via«< figure., u tbo 
~<PUrtl came in, might havo nais«< April 
loaaot atiU higher, but in any cuo, losses 
in April mull have been considerably un· 
der the 870,000 tons of tbe peak month of 
the last war, April, 1917. Not aU of the 
Aprilloaaes we~< due to the German ship­
ping of'fenalvei a Jarae part o( them re· 
suited from the evacuation of G.....,.. In 
May, in 1pite of tho loUOJ r<Julting from 
tho ovacu&tioo of Crou, oblp ainlcings be­
gao to domue abalply. Louet coodnut<l 
to domue, and by July tboy had falleu 
to a nocu,ible ........ t , ...u witbin tbe 
Briti&b abipbulldinf capadty. 

Tbe German of!OOiivo was turo«< back, 
but tbo lftOUIUI of tbo Britiab wen: 
ottalned to the utmoot to meet tbo thn:aL 
The Navy, of cou ... , fought bard and wdl 
and tho Royal Air Fon:e waa a1se call«! 
into tbe haute. Tbe Air Ministry otat«< 
in a review of 19~1 that lor the protection 
of .abipping, the Coaatal Command was 
buait up at the coat of the Bomber Com. 
maod. Moat of the heavy bombers we 
JeOt to England had to be divert«! to the 
Coastal Command inoUad of being used 
lor the bombing of German industry. The 
Fighur Command lumiabt<l Hurricane 
figbun to be catapulted olf oblpa to drive 
olf !l>e lo~~&·range German Focke-Wull 
ll:unor bomben. Tbe Briti&b have sioee 
~ tbat 40 per eeat ol tho activi· 
ll<l of tbo Bomber Command wen: de­
voted to tho win:Uag of the Battle of tbe 
Atlantic. 

1..1, wen. bWited b1to B 
ktpt out ol octloo lor tbo :::;, ta4 "-4l 
b7,tbe Bomber "-mood. 1'be ~ '1 
cloimt<l !bot tbo two raiders llllk 
100,000 tons of oblppinc in thdr OWr 
only solly into tho Atlantic. ~ ~ 
tbo German otatomont by tbe "-1. lillt. 
per .. nt, tbo toU tbey took mua lO 
been fairly larve and u they had :: 
allow«! out again, tbey would ' · 

ti bl ........ ques ona y cauaed aerioutlout, 
The United Stotea abowed acut~ ,,.. 

ness o! tbc Britiab dtnger. Secr<tory s:. 
sen saad on May 6, 1941, in 1 rsdio bmad­
cast: 

. ThellleU.eol Gr,.l BriW. ~ llu-n. 
hi&h--watcr mart of t.bt Nui dlort lsu ~ ie 
lhe oloope of •• lltadt oo lhe oloiJ>Pioa wloido lor. 
cbbeo Bril&lo wllh tb4 ....., ac<1 ... ......_ 
...... tD male talc .... baltle. 

Tbe govonunont of tbo Uoited Stata clllf 
more lbon extend aympathy: it ladped, 
perbapa decUivdy. 0.. Mareb 11, tea. 
Lend became law, makl~~& ccmpletdy 
available American abipbuiJclill& ._.,... 
10 tho Britiab without lear of ••haalltill( 'I 
tho Britiab 1upply of doUan. 0.. Mal<b .!0, 1 
aeveral hundred thouaand toos of Axis 
and Daniab eblpplng immobUI&ed io Ameri· 
can ports were aeiud. 

At tbe height of the Axis oft'eoaive, oo 
April 9, 1941, ChurebiU analyzed tlae 
British position. He pointed out that to 
win the Battle o£ tbe Atlantic, the,.""' 
two main !acton: (I) Tbe prov!aioo cl 
adoquau oblpping n:placemeoU; aod (l) 
the provision of adoquato coovoy <JCDlll. 
Tbe Unitt<! Stotes had takm actlco oJ. 
ready to provide &hipping rtpUcemaiU. 
thtougb ber oblpbulldinf campaip ud 
leue-Lond to pay lor tho new slaipallc 
caBod upoo America to help iD the .-> 
lion or acort.J. Be at:attd : Perhapa the an:atat aervice the bomb-

0'! performed was keeping the battle­
oblJ>&• s,..,,.,, and c.m...,., holed 
up Ill Broat. Tb ... two 26,000.ton oblpa 
made one foray Into the Atlantic in Man:b, 

B'ut, alttt ~ everytlllD1 tllrQ; upoo tilt B&tdl 
ollhe Atlaodc wbkb h p......U., wi~ poftc 
iftt-ty on both .Wet. Our btet la alpe ud 
tonuae are very beavy and, vut 11 an: the~ 
Pine raourc~ we- control, tbtM iotlet an;Jd. oot 

lodo6oluq wlllloot ~ ........ 
.., .., c1ort ud our .... o1 •w.t..at. 

Jat wloo aB k add aod 6oec, 1M ooly way Ia 
. Wd ncaa cct Woqlll tM ,..,. 1.942 witltoa.t 
, m1 ~ coetracdoo of OQr wu cforta It by 
......, tiP> lie lloildlJall olaacrdlt.fti.Wpo Ia lhe 
t'raittd States lidlar to U.t procUcy of outp~.~t 
&CCM'Piilbed by tiM Amtrlcaat lo 1911. 

Alllhi• bu be<oln t.-ln Ia abe 1/ali..S Sta.., 
for ID&AY month• pa1t. Tbtre bu ftO'w bcm a very 
~ utendon of tbo procra.m and • • have u­
IWM« lhat MYt:ral miUion tont ol Amuican 
a.cwly·bullt thlpplnc wiU be available for t,becom­
CIIII)a tU\I&cle durin.a the courM of th• out year. 

Here, tben, ittbtUiurante upon which we may 
(~)!~At for tba t.tayina power wltbout whJcb it wtu 
oot be potsible co tavc tbo world from tbo criml. 
fj&)s who a ... IJ Itt futu,.., 

Bu1 the Baule of 1he Atlantk mutt b. woo .oot 
..ty Is lhc faca.rieo aed -'>lpyar<b bot upoa tba 
lib nter. 

T1rt del eat ot t.ht u.boau. I.Qd otw~ midas 
llu bml prtW«< to be cedrdy a qUCIWoo of -.4• 
qate acoru lot ou OODYO)"a. 

ll will bktd be diastrou..t ll ~ .,._, a:aa-. 
cl ft:1J1C01. • -u.oidou uci butNm.eata ol war of 
II Uods IDIICk will> lhe loU aod RID olMoetlct.c 
.._at the cott ol tile ththed Statet a.od ~cui 
» at wackr tbe Aid to Briu.IA BW wert to 11iak 
hlto the dtp(U of the ocean and oner reada the 
~fi.hllnalint. 

llat would be lamenu.ble to UJ and I eaanot 
believe it would be found a«eptable to tbe proud 
&~~d raolute~leof tbe United State~.~ 

The next day, Aprll 10, the United 
Stat .. took a preliminary eup towards 
provid.i:Dg the needed uslatancc in an­
oouncing that it wu ta.kJng over the pro­
tection of Greeoland. Theo, on April 30, 
the United Stat .. took the atep which the 
NuiJ at oace must have rea.lixd doomed 
tbrir offeusive to ultimate faUure. The 
oecood nceeasary mouure requ .. Ud by 
O!pru to orin tbe Battle of tbo Atlaotic 
':" pro~ : help in protecting oblp­
PIII· Prtsident Roooevelt &nDOWIO«<Ibot 
!he ~rican Navy would patrol tbe ... 
10 lhe American defense oooeo. An im· 
.,..,. burden waa Uft«< off tbe Briti&b 
Navy. It could coace.nt.rate on Jiving in.· 
atas<d protectioo to oblppins In tho Eaat· 
"" A~antk At the aame time, the ophere 
of 1tt1on of tubmuines waa cut down; 
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Am subman-bad to abaodoo tbo Wftl· = Atlaotic u,.,... of opn.tioaa or No 
tbe riak of brinsin1 tbo United Sta;a Ia to 
the war. This risk Hitltr wu DOt wiiJJ~~&, 
u yet, to take beoauae of hi• bopoo of ao 
early victorious end to tbe war. 

In •pite of the Nui propaganda at· 
Umpts to belittle the Uoltod StattJ as an 
oppooeot, the German High Command 
allowed at thia tbne an abeenee of deolre 
to add us to tbeir opponenta. In 1917 Ger· 
many wu willing to take the cha.~ce of 
bringing us into the wa.r in pur.-uance of 
her atUmpt to defeat England by ao 
uollinitod submarine blockade. In the 
oprill& of 1941, coofrontod with a paralld 
choioe, the Germans rtfuJed to run the 
riak of addill& •• to thrir memioa. Hitler 
U.doed, hao dooo us the hooor of ata~ 
tbat f.ar of brinaina us into the war para­
lyud his oubmarino S..t. In his opo«h of 
April 26, 1942, Hitltr &aid: 

I bon .trudy p~ otaiAd 0..1 ... 
pon.lyJica ol c.n.a. oubola.U.. actMIIalo lhe 
put yea.r wu toldy dtte to our tiona to nold 
aoy con1Uc:t oae colilld tbiftk of with tiM Valtcd 
State.. 

The Germ•• High Command claimed 
to have destroyed over 1,000,000 ton• or 
&hipping in April, 1941, or more than at 
tbe height of the 1917 campaign, when 
England wu rapidly goins under. U the 
German figu..s were aetuaUy true, Eng· 
land would seoo have beeo Con:«! to ber 
koees. That the Germans did DOt betievo 
their own claims and bad n:atiaed tbat 
their best ..... DOt good .,...,b, II •vi· 
donoed by the fact tbat p ...... tiooa to 
put in elloet Plan B, the invuioD of 
R..S, began to be made. 

0.. May 10, Hess panacbuted to earth 
in Scotlaod, undoubtedly besrill& peaea 
propooalo design«! to take England out of 
tho war while Ruaais wu being finltbed 
off. Tholaot big bombing raid on Ell&laod 
oecurn:d on May 11, and alttr that the 
German Air Foree btcan to move towards 
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siaD flOntioer, aod Plaa 8 1rU ......__ ibll 
trial. .. .... " 

the EaaL Tluvup•ll May, we .--ived 
roporll of the movemmt of German 
11oop1 to the Ruaian frontier. Evm while 
the German paracbutista wue droppiQg 
oo C..te to oecu~ the Balltau llanlt, Ger. 
mao troops ...,,. btins moved out of 
G....:e towanls tho Ruasi&D front. 

In the third week of May, one last 
dcaperate attempt wu madel(linst Brit· 
ish lhlpplns: the ltrongeat ahip of the 
German Navy, the BisWMrd. wusent out 
to attack commerce. The atnk..ing o£ the 
Bis,..reA on May 27 by the British Navy 
muat have finally convinced the Germans 
that Plan A had !&lied and that Plan B, 
the invu.lon of RuJSi&1 must be tried. Six 
days later, on June 2, Hitler md Mu,.. 
soliDi at the Bronner Puaand undoubtedly 
informed blm of the doeision takoa. On 
Juno 22, German troop& ........t the Rus-

Moat people .......,.btr tbt ..... 
1941 u a time of "'CICOOii•o alll<d...:: 
ia Libya, ia Yllpl&via, IJid ;, c....._ 
Actu.Uy, theoe bt.ttla mu11 polo bolo,. 
the Ulllpt<lacular ~ •lruQ!t "~(«~ 
at- at that time for tho mutory of tlat 
Jaaea to the Britlab hlea. The follu" of 
BiUor in theoc months to blocbdt tlat 
Britilh !olea folOCd him to invade Ru..;, 
In his atriving for the elusive final vicw.y. 
The German defut at ICa forced C.CI!Wiy 
to bring into active warfare against tbc 
Nuio the moat formidable mlUtary ,... 
thine oullidc of Germany. It appears cu. 
tain that history wW rqanl tbt British 
and American victory at sea ;, tbt 1f>rioc 
of 1941 u one of the dtc:Wvo victories c1 
the world. 

• 
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tffnlt cwtrtctr COMio4UN ICATION 

ro Secretary l!orgenthau 

,.o~ Randol ph Paul 

Sept. 23, 1942 

I should like to call your attention to a. 

release on the Dow-Jones ticker today, which is attached. 

It would be pleasant for the Congressional 

Co!Ditteea if they could write tax billa entirely in 

secret without anyone· to criticize or oonde1111. I 

doubt if the business and taxpayer world would be ao 

pleased. None or this attitude has been expressed 

in the Senate commit t ee. 

Attachment 

• 

/ 
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Do~Jonee September 23, 1942 3 :00 P.ll. 

CRITICIZES TIWSURY 01 'l'.lXl!S 
' 

Chicago - Dissatisfaction with methods employed by 
administrat ion in dealing with Congress on tax legislation was 
expressed here by Representative Boehne (Dem. Ind.), a member 
of House Ways and lo!eans Committee. 

In a statement sent to annual meeting of Controller's 
Institute of America llr. Boehne charged executive and particu- • • 
larly Treasury Department has to an increasing extent sought 
to arrogate to itself the determinatio.n of both amount of taxes 
to be imposed and manner in wb.ich burden of taxation shall be 
distributed. 

He said he did not question the propriety of revenue 
recommendations from the executive branch of the government on 
re'lenue requirements and methods for meeting them rut added: 

' Unfortunately the participation of the executive depart­
ment baa not stopped with recommendation, advice, and the 
provision of statistical and economic information and expert 
technical aid. n 

He said, "lt has become common pract ice in recent years 
for the Secretary of the Treasury after he has aubmi tted a 
program during publ ic hearings to make further recommendati ons 
to the ComDdttee in executive session which sometimes involve 
fundamental changes in or addition to the prior program. • 

"This, • llr. Boehn.e said, "caused confusion and delay in 
the reporting of a bill and has caused doubt as to whether the 
Treasury itself really had a well-thought- out program. " 

"In face of this," Kr . Boehne continued, nthe Secretary of 
the Treasury has not hesitated publicly to criticize the Ways 
and Means Committee for delay i n reporting a revenue bill." 

He said that in the case of the revenue bill now pending 
before the Senate Finance Committee the Ways and Means Committee 
not only was told how much revenue the Treasury t bought it was 
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necessarr to raise and the methods whioh should be followed 
in raising it, but has been criticized whenever it insisted 
upon exercising its proper funotiona and aoting upon ita 
independent judgement on either question. 

26/ 
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INnlt ~ COMMU NICATIO N 

SEPrfea 
Secretary Yorgenthau 

1!r. Paul , 

There is attached for your interest 

a graphic description of revenue obtainable from 

the House proposal on the Revenue Bill of 1942, 

f rom Senate Committee action September 14, 1942, 

a.nd from Treasury proposals. The amounts are in 

Millions of Dollars • 

. 4'1~. 

Attachment 
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TREASURY DEPARTMENT 

INTIIt OI"'"''CK COMMUNICA '!"'IN 

Secret ary Morgenthau 

Randolph Paul 

.... .,.SEPISMl 

In ~ memorandum of August 24, 1942, I indicated that a 
meeting was t o be held with the State Department on the problem 
of the diplomatic pouch aa soon as Mr . Acheson returned to 
llashlngton. The meeting was held last week in Mr . Acheson•• 
office and was attended by Pehl~, B. Bernstein, and others from 
the Treasury; representatives of Cenaorahip; and Alaietant 
Secretaries Acheson and Shaw and several others from the State 
Department. 

The Treasury repreaentativea orally presented evidence of 
wide-spread misuse of the diplomatic pouch b7 various govern­
ments or their agents, particularly the French and Spanish. 
One of the moat significant cases was obtained in our investi­
gation of the Frenoh Line1 in the course of which we discovered 
evidence i ndicating that t he Frenoh diplomatic pouch baa bee~. 
regularly used to avoid the American and British censorship 
of correspondence between the United States French Line offices 
and Europe. Such evidence also indicated that the French 
diplomatic pouch baa been used to carry mail into the Uni ted 
States f rom occup\ed France and to take information of posaibla 
military importance !rca the United States to Europe. In 
general, Treaaurr indicated that at present diplomatic pouches 
c?nsti tuted a channel, presently uncontrolled, through which 
Vl tal information not entitled to diplomatic iam1nl tr ma¥ 
pass and through which currency, securiti es, and othe~ 
vo.luables ~ lie eent in violation of Treasury !inanclal 
controls . I t was pointed out t hat the abuse of t he diplomatic 
pouch l eaves very little evidence behind it by reason of the 
status of the pouch and of those who are entitled to use it . 

The State Department representatives a~eed with Treasury 
that the diplomatic pouch i a being used agunst us by our enemies , 
but i s reluct ant to take any step that would jeopardize the 
immuni ty of diplomatic pouches used by this Government between 
the neutral European capitals and the United States . After soma 
discussi on of t he matter state admitted that the problem should 
be vi ewed in the practic~ light of deciding Whether we obtained 
tiore benefit from the im•nnl tiee of diplomatic pouches than do 

... 
"" 
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the enemy, and agreed that we might canvass the possibi l ities 
of taking measures which would interfere with the use of di pl o­matic pouches of for eign governments to transmit information 
and u terials inimical to our interests without interfer ing 
wi th the ability to keep our own channel• open. A subcommittee consisting of representatives of State , Treatury, Censorship, 
and War is being appointed to work on t his pr oblem. 

In t he course of the meeting the problem of the immunity 
of diplomats and t hei r baggage from search by CUstoma was 
Jtentioned several times , and it appears that State ma.1 be willing ,. • 
to cor~ider openly tightening up in this field if we can do 

~ this without publicly raising the diplomatic problem. 

The meeting seemed worthwhile in that it focused the 
attention of the State Department and the Office of Censorship on this very significant problem. We are continuing our work 
on the problem and will coo~erate with the other agencies to 
work out some intel ligent plans of dealing with it. The Office of Lli litary Intelligence has informally advised us that they 
are much concerned wi t h the security aspects of the problem. 

Itt 
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TREASURY DEPARTMENT 

KOOIWIDUK FOR fBI SICRI'l'W 1 

Tho attaohed ia intended tor Kr. Jato Shapel'o, 

whose triellda are puttillg together a boot to be 

pre .. nted to hill on tho ooouion ot hh 50th 

birthda7o 

Kr. Shapero b our retailer•' ohail'IIIA tor 

W.TD.• ColUltT (Detroit), )(iohigan, end 11 doing 

an outltandlq job tor 111. 

Tour eipature on tho attaohed p.ge will be 

appreoiated. 

Ji· 
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ro : Secre tary Morgent hau 

:'r•Jc>: Hun tin'!ton Cairns September 24, 1942 

r . i:'anl asked me to tell you about a discussion 

e h~<t ·•esterday ltith Stanley Hi gh, who is now associated 

it. tt.e .. eaders ' Di-.est. !.1' . Hi';!. is collecting l!ls.terisl, 

;>ossibl ] ':'lith a view to publication of an article , on the 

·s·U'pati on of ,ower by the Executive Branch of the Govern-

~,en t . r . Hir;h referred to t wo recent eve.nt:~, . 

The first was an interview by Dr . Alvin H. )lansen, 

l'intcd on June 27th in the Chica~o Journal of Conuner ce . 

·•"~Ol'' i nt; to the account printed in the Con"ressional 

PCord, on July 23 , 1942, pa~;e f'.776 , Dr· . :.anaen outlined 

· :,e ·:e" Deal aim as follows: 

"Con~ress will surrender to the &dmin- .;:i.. 
istration-the power to t ax, keeping to itself 
the right only to establish bro&d limits 
within which the administration may move. 

"Congress will appropri&te huge sums of 
money; will surrender its power of direc ting 
when and how t he money shall be spent. 

"Other extraordinary povters such as , for 
instance, to affect wholesale social r•eforms, 
will be delegated to the administration which 
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will retain most , if not all, of l.ts present 
extraor dinary wartime powers. 

11 It is folly to think we can re turn to 
normal after the war ." 

272 

. .r. Paul thinks that to give public expression to 

sJch ideas is, to say the least, moat unwise . 

lr . llivh also referred t o the Supreme Court deci­

sion of 'J . S. v Pink, decided on February 2 , 1942, opinion 

b7 r . Jus tice Douglas, concurring opinion br Mr. Just ice 

rrankfurter , dissenting opinion by Alr. Justice Stone, in 

wl.ich 1.\r. Justice Roberts joined. The Court held that the 

rlr,ht to property located in the United ~tates, which had 

belon:ed to a ltuasian corporation later dissolved by the 

Soviets , became vested in the Soviet Goverrulent ; t hat the 

ri -ht passed to the United States under the Litvinoff 

assi;nment (which was an Executive A; reemen t and not a l'reaty 

subMitted to t he Senate); and that the United States is en­

titled to the property as against the corporation and the 

foreign creditors . 

1.\!·. Hi gh made the point that there is discuss i on 

throu1hout the country to the effect that the Administration 

is ?re~aring the way to making a peaoe settlement without 

subcittin; the matter to the Congress. The Administration, 

' .. 
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d~rinr, the ?"oeresa of the wnr, will accomplish that through 

a series o£ International Executive Compac t a which would 

cci!Unit the United States to a particular peace settlement 

before the arrival of the time of the actual peace settle­

~ent. t~e peace settlement itself might be made by a com-

act w'.ich mi;;ht not be referred to the Concreas, but which " .. 

r.ould be as far-reaching, or more so , than the Versailles 

settlement. 
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Honorable S.ll27 IIDraelltbau, Jr, 
Secretarr ot tho ~ .. 1117 
••hiJ1cton, D. c. 
I()' dtar Sirr-

274 

s.pt..ar 24, 1942, 

D> co~ll enee wit.b JOIU' requ .. t, t.be enclo"d report, 
c"""""d ot WazwaUOD oollt.ained em the ol ... 1t1cat1on card8 ot 
100 Selectiw Senioe lion, cbo .. n at randca trc. _, recaiwd at 
thia ataticm, 1a wt.ittad. 

D> tbe ool.-u •rl<ad •spac1al1at Serial Nwlber •, there 
are a nuabar of blanke. Tbb 1nd1cataa tl'a t tbore 1a no ~ 
Clueitication tor the oooupation lilted, 

I tr~~~~t tbie 1a the 1ntorut1on 7011 dteire, and tbot 
it tbore 1a •n.rthin& fllrther that 701.1 d11ire, 7011 will not h .. itate 
to call on ue. 

H. G. PAOLLIJI, 
Coltlnel, cualrr, 

Co-.>din&o 
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IQ.U IT I II 10 ...... 11 I • u 
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TREASURY DEPARTMENT 

INTER 01'1'1CIE COMMUNICATION 

TO 

,.0 .. 

Secretary Korgenthau 

llr. Whit. 

Sul:>jaots Eoonomio condi tiona in China, 

1. I believe you will be intereated in the following 1ntor~~~at1on 
received September 24. in cable traa Adler, dated Septaaber 
2l , regarding the growing oriaia in China 1 • e conaaio d tuatioa 
and the daadlock in the negotiation• with the British regard­
ing the proposed British loan. 

z. 'l'be IUniatry ot Finance 1a reported to ha•• aaked the Brlthh 
tor e loan totalling ao50 million, ot which a.~o lllillion would 
be oredi ted to Centl•al Bank '• account w1 th Bank ot England 
l.Jimediately; a.!O million would be u .. d aa .. curity tor bond 
iuue, and another a.!O aillion would be u .. d to purcha .. 
munition• in India. Ot theae, the British Treasury baa only 
agreed to the offering at aolO lllillion to be uaad •• aecurity 
for bond iaeue. Adler report• that thia impaaae in negotia­
tions baa contributed to the deterioration ot Sino- British 
re1ati;ma . 

3. The inflation in China b aa ad'lanoed to a atage where 1t 
might greatly impair the ability ot the Central Governaent 
to maintain authority over the provincial government• and 
to continue ita present already low-geared war ettort. 
Thua, wholeaale price index in Chungking in Auguat reached 
5,9.30 (Jmuary to June 1937 = 100) -- an increase ot our 
17" in one aonth, while interut ratea are about 5~ per 
year tor 15-day lome. It hae been round naceaea17. to 
raiae the aalariea at Govel'!llllent otticiale from 50i' to 
100~ aa at october 1. Moreover, tbe rise in price• are 
driving mora toraignera into the black markets mere tbe 
Chine .. yuan 1a being excbanged tor Z to 3 u.s. c.,ta aa 
compared with the official rate at 5 1/15 centa. 

• • 
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AS 
!1111 h 1ocn- ...... 
puaJibnel4 llefon IIebe 
o-loa\14 to -.­
othlr tbu a Goft.._.\al 
*P"'V • (II) 

St orotar.r of 1\ah, 

faoii1J1CtODo 

1011. ~~~••ller 21, e P.•· 

!1 ~ ... klT ...... oat ... 

:Da\14 lep\ftller 21, 194.2 

ll.oo't 11~1 ..... 113M 
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OM. Ch'QIIC)dDc pricoo ._tl n olualo, p111ral 5930, foot 
3770, iDe ..... •• of Oftr 17 aa4 le per ooat OD Jvl,y: retail, P•ral 
5840, toot ~. lDcroaaoo of Marq 10 &D4 7 per 0111t OD Jvl,y. l ilt 
1D prlcto 'blc1DD1Dc t o ....,.. &lara. .U opeolal -ti.AC ot .lacutl.ft 
T1W1 lut .. ,It t o 41teuao prieo oltuatl.oo it wao "CJ''•t t.bat u ,... 
d.oolrablo to utoD4 powro of -41\7 atalDlotrot1o11 'bat aetl.o11,... 
d.otorrol!. 111>\11 O.Dirallu1ao1 o rotiU'D !rca oorthnot. Salartoo of 
COftl'MIIIt ottt clalo .... llelJIC Nloot tltv one lnm4ro4 per COD\ trca 
Ootobor 1. 

llloiiiC prlooo l!.rlYlJIC aero forotporo 1Dto Blaolt llarltot 1D whtoh 
ratoo tor 0Dlto4 8\atoo eaah are tortr tort7-two tapl to the UD1\ot 
Statio 4o11ar 111 T~ &D4 th1r\7-f1Ye - thirt7-1icbt 111 Chaagk1ac-

two. Cootral I&Dit oo Soptoabor 16 raloo4 o!!l clal rat e for ft!to111 
4a,y 10&Do _, ChDJICitbc uUft baDito !rca a. 4o11aro !oarto111 to ea 
4o11aro tittooo per OD 4ollara - thoueu4, which lo oqoal to thlr\7-
ou per 0111t per - bportet t.bat aotoal rate of ca l!.ollaro tftD\7 -
twooliJ-tlft per 1000 tor t1tt11o 4or 1- Cl'lit• .,_ ... 

hcoUaU-. t or JriUah lou to Ch1Da 4oadloclto4. Accor41Dc to 
Ch1Dooo ftrolca, Ml.aiater of ri-o aoltot tor1 (a ) otor 11JIC 30,000,000 
t o be oro41tot to Coatral J&Ditlo aoo-t with llult of .1JIIlall4 iaao41ttoq, 
(b) otor11JIC 10,000,000 to 11e uo4 ao IIO'&I'i\7 tor 1Dterul all1o4 rlc\o!')' 
boD4 Chi.Daoo DIU-.! tollara 1 ,000,000,000 11.,.., ID4 (o) otorltJIC 
10,000,000 tor pw too• of ...ttloao la ID4la. lriUoh !'r......,. ...,..., 
to (b) aa4 oftorot otorllJIC 10,000,000 with oo otrlop aUaohot. Iape.ooo 
ill DOCOtlatioea 1t.ao oootri'ba\14 t o totorioratiOD of SiDo-Britioh relatioao. 

Pov. htoral lao•..,. lhallotlD w...U be uotv.l to • 1D u.,..rlJIC 
roq...,oh for latoraaUOD • IOODOa1o oU~~&UOD at h-. !'Uro 11 0-
laproooioD lt.oro \bat ChU. la ia ,_ o001))117 1D Ollft orl111 ! r ca loflaUoa. 
P1ouo forwar4 lNlliUD 1D SU.to Deper-Dt pouch. 

• .... 
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DU'Iil 8ept .. ber 21, lMI, 6 p.a. 

110. 1 10'7'1, hcUo10 two 

!he tolloor11)C 1o ill dr1~t collt1 .. -. 

6. 7or the t1ret el.z aoDthe of 1M2, expeDdUurt~ equal 
about OD$10, 000, 000,000 aDd me ...... are owr $2,600 ,000,000 
a.:cor411)C t o the prel1a1....,. fbcal retun>e. It h aDUc1pated 
that tor the whole of 1942 the rena""o will be be-D OW$6,000,-
000, 000 aa4 $'7 , 000 ,0001000 aa4 the expendUuroo • ill be behelD 
Cl$22, 000, 000,000 ...,d ,23,000,000,000. !be t1rot draft ot the 
budcet tor li•2 1o now 'bi11)C prepared lilY the ll:ncuUw Yuan. .u­
thOI>Cb a b\14clt with u poDdUureo of 01$3'7,000,000,000 wao urpd 
lilY the •opoD41nc" a1D1otr1eo , the 111Dhtlr of 71,...,ce oo tar 111 the 
dl'bl~l 11&1 • oa u4 he h DOW puh11)C t or a ..,.~ ot expendltureo 
not to exc .. d 01$30, 000,000,000. It 1o lll»q that ill 1943 tho 
rno...,.e • 111 DOt uce•d _,, thaD .0 por ceDt of tho expen41tmeo. 

6, It 11 ftl7 Obd""l troa \hi data Jh., &bo'fl tl\at Chine 
1o now 1D .,. 11ltlaUODa17 ooae of 4anctr. lioon01l1o and ooc1al ,._ 
aulto ot a ourrenq cr1oh prohablT would DOt be ao eer1owo ao that 

280 

ot liuropo after 1918, bat u would cr .. t}T and pceo1b1T dloaotr owo)T 
cut tho ab111V of the OIDtfal JCftraaeDt to aa1Dta1D Uo authorU7 
OYer tho prOY1Do1al ccwnaeDto an4 Uo prtoiDt low-c-ared war ettwt. 

DD 07 IIISS&GL 

CW188 
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Dear Mr. Secretar~ , 

281 

.. " ... om.. . 
. .... I . 

24th September , 1942. 

Now that I am back 1n London I am writing to 

tha~ 70u ver~ much ror receiving me, and to ea7 haw 

great~ I na tntereated b~ our talk. I hope that we 

may have the opportun1t~ ot meeting again, 

With kind regarda , I 

Yours a1ncerel~ , 

<iJLJ~ 

• 

Honourable H.J.Morgenthau Jr. 
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Treaeury Dep&r~\ 
p!vlelon of Wone~ry 

Sept. 29 
Dat·•············---19 

11111 Chauncey 

rro•: L. Shanahan 

For your !ilea. The original Mterial 
Ia i n Wr. ~hite'a filet. 

1'1th recard to the dratt copy of 
aoneral r ol eaae re/erred to in Par. ), 
Sir Frederick Phillip• took thia with 
h1o tollowinll tha &eeting in the 
Socrol.ary1 t o/tice ,..etarday. He 
eill, no doubt, preput a relea .. in 
accordance with thie for11 and tend it 
to •• • 

The check referred to waa banded to 
Sir l"redori ck by the Secretary, 
~•G•~her with original of l etter 
addr•oaod to Sir Frederick, as attaobod • 

• 

.. 
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TO 

TREASURY DEPARTMENT 

I NTER OP'FICIE COMMU NICATION 

Secret ary Mor~enthau 

L!r. Hoflich 

Subject : Shipment ot P1nnes to British For ces 

1 . During the week ending September 15, 19~2 . 
236 plPnea (206 combat planes) were sent to 5riti~h 
r orceA from the United St~tes . Th1a 1a the greatest 
number ot p1~nes eent to the Br1t1sh in any week since 
lAte 1n u~rch, 19~2. nnd 1s subctant1ally hi~her than 
the averave or 117 per week dur1nv the f1r~t six 
months or 19~2 . 

2. Of the week's shipments, 1~~ plnnes, 1nclud1n~ 
127 Curt1so Kittyha~Yk flFrhter•, went to the 1.!1ddl e 
Enst. T .• 1e is an all-t1me h117h, both for shipments 
of the K1ttyhA"k and total plene shi pments to the 
!!rltieh in the lo:1ddle Eeat. Forty-ewht plnnee were 
sent to the British Indian forces nnd 32 to the United 
Kingdom. 

286 
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Table A - Shi paleD ta b:r Area 28 r 
Week Total Shipped 

Ending in 1942 
Sept. 15, 194? to dat e 

Lic!h t and med1 um bombers 16 ~Sf3 l " .. ( Heavi bombers 0 
Nava ~a tro1 bombers 1~ i Pu rsui ~i6 Annal Cooperation 0 _J. 3 Tr ners __Q 37 
Total to t l.e Un1 ted Kingdom }2 1 ,~ },;,:r 

~ :.-?o 
Li~t and medium bombers 11 514 , Hea:f bombers 0 g S&v patrol bombers 0 
Pursuit 

11 J1 1 , 48~ :Mol Cooperation _J_ Tra nors 
Total to the Middle East 144 1 , 216 2,541 

and medium bombers 6 66 2~4 Heavy bombers 0 1 1 
Koval patrol bombers 0 2} }1 
Pursuit 0 ill 1,8$~ Trainers __Q 
Total to Canadian Forces 6 B 3 2 , 192 

0 146 ill 0 
0 200 

__Q _g 
0 357 752 

18 jj lttl 0 
__.2Q 

48 237 2~7 

6 _l _l 
Forces 6 6 6 

t and medium bombers 51 1rYb:L ~ 3 ;l..) I 
bombers 

l3i 

2~2 
~atrol bombers 

6 3Jo~ 
ooperation 191 

~ _2B. L/"' f', 2 , 204 

3rand Total 2}6 -lt,}'i'~ ~ . e,t 
7.;;.9~ 
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Table B - Shipments by Types 

Week 
Ending 

Sept.l5 , 194? 

Boeing Boa ton III 
are•'& ter Bennuda 
Douglas Boston I ,II, III 
Lockheed Hudson 

A29A (AC-151) 
Ventura I 
Ventura Bomber 

llartln Marauder B-2bA 
Bal tlmore 
Maryland 

North American B-25 
~rthrop Vengeance 
Vough t - Sikorsky Chesapeake 
Vultee Vengeance 

Libera tor 

Bell Alr.,cobra 
Brewster Buffalo 
Curtlss Klttyhawk 

Tomahawk 
llartlett II 
llar.Uett IV . ~ 

Jockbeed Li ghtning 
North Amer loan llua tang 

lrch lld 24 R-9 
Pi tcairn Autogiro 
Vou$bt-Sikoraky PS21l 
Vuloee Stinson 049 

PBY-5B 

Cessna- Crane I-A (AT-17) 
T-50 

?aircbild PT-26 Cornell 
Ncr t b American Harvard II 
St earman PT-27 

Total 

0 
0 
0 

17 
0 

1£ 
5 
0 
0 
0 

18 
0 
0 

0 
0 

4 

0 
0 

127 
0 
0 
0 

0 
12 

0 
0 
6 
0 

Total Shipped 
in 1942 
to date 

15 
1 
~(. 

514 
1 

~3·~ 
54 

280 
0 

110 
122 

0 
40 

42 
101 

92 

315 
0 

868 
0 

117 
0 

1a 

288 

Total Shipped 
since 

Jan. l , 1941 

39 
1 
~ 'l'l f 

1,484 
l 

~"!;I~ 
54 

f~~ 
110 
122 

ag 

62 
190 

229 

tz~ 
1,~~ 

~g 

' 629 

( 
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:n Table c - Plane Shipments to the Bri tlsh by 1\'eeks co 
N Light and Naval Week mecUum Heavy patrol Army Ended bombers bomb ora bombers ~urou1t Cooperation Trainers !2!!.! 
Weekly average 
ot shipments 
in 1941 35 2 3 <!1 l 29 97 

Weekly average ot 
ah.ipments in first 
6 months or 1942 36 4 l 55 3 18 117 

July 7 1942 

H 
17 0 

~ 0 30 1M July 14, 1942 11 3 0 1 July 2l, 1942 8 ; 0 2 4~ a; July 28 1942 39 0 2 0 6 93 Augus t 4, 1942 32 0 i 27 38 8 109 Augus t 11, 1942 i& 9 70 8 19 171 August 18, 1942 ; 7 20 0 11 101 August 25, 1942 25 0 11 26 0 26 88 September 1, 1942 .u. 31 
0 8 81 17 28 ~,, September 8, 1942 0 __i 11 0 6 

Sep tember 15 , 1942 ~s- '7 __ o 
...ill. 6 _.2§. ~.21/;) 

Total shipment a a i nc e 
January 1, 1941 to 

2,204 ~ 
date y ~,;u'* 252 229 3,201 191 

'?,;)_';\. 1 
<j.)Cf~ 

!/ Total includes planes shipped in 1942 prior to March 17 which are not included in the we ekly 
totals up to that date . 
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WJ ..... l&r ...... ..,. 

I u 111 r'"lpt of Jlllll' letter of S.ptallor 18, 1iU, with roapoot te tu poadlu ••U•Uoaa fw tho .... tr.uoa u4 oponU• of oU roflaorloa 1a tho So 'flo t Ualoa. 

tov 1ottor lMloatea aulotf u t1o -.u..r ....... ,_..to "-'- tM Pno-nt Dhillon ... Lo11.4•LoaN ntblrl\loa trill bo . .. ..-..tea wltll nt· f l tlnt .,..,, -· vr• that tho Rualu rotlll ...... ta lhoi&U ~~ oatlaf1o4 a oaoo. 1D Ulat ooaMdloa, I 
tb.1.ak 1 t a,...prlata te poln t out to JliU •-t.AUc of tho obroll0le17 of tho 4on1o..-t or W• progna. 

1D .lllplt, 1Nl tlil Proa14oat appron4 prel lalnaq llato or rot~lrol rotlaert •t~paout to bo rurulabw4 to Ruada, u4 oa AprU 61 11JU , Load-lAuo aollolto4 tho a4'floo or JOU oftloo ~~ n'-lttlllc a toataUn propoa t1o Mot tM llualaa rotu.-to to llr. D&Yloe. 

Aa aa.lln atll4.r or the pro~1• •• apparenU, lmllerkkla W fOV offloo, ..a oa Jab 28, 111 42, U. rroov-t blrialoa •• lnrorael 111 lot tor rroa utlD& Loai-Louo UU.lltnwr lloC.bo Uaat • progna 1a thia tle14 .. bola& .... ,.,.... . 

U tMt t1M LeU-lAue nggoate4 tbat the .?ro­tiii'OMilt D1Yla11a ...U JP••••• id.th aop tlatlona lnft1Ylll.l tM -..alaltloa or tw roflMrha 1a l'eua (a rolatlnb ..-:n r.•U. of tJw oatlro progi'M ), &114 tholr 1o\tor lao .... a4Y1H tlul\ {OV oftl .. .ba4 ·~•ate4 tbl rotoaUoa of lJillnroal 0 1 Proclueto 
Cl i D1 tor tM ,..,... or ..atlu aa WfOoUoa u4 t~aal of t:M11 p~oa. In dn or u. rut t Unharaal aa o oHiltor of tba ooaara or U. pluto' to bo 11911,.., u4 oaa tbarororo aD J.AtoroaW 

Cop1 
Dol , b1 llo81oDger (Dixon) 9: 40 9/2) 

" " " (llanu )l0:25 9/23 
(a,a. ) 

" 
to Ill'. stot t 1n1118• 
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,ut,, tMf eoi&U Mt ,...,_U M uM 1114 IMtMr llra of :f1Mer1 •• s:Slo,_l. It Aupat 14, 18C2, optloa1 Mia •"ta t ... tiM .. ,,, et tall 11ropvt.l11 u 4 tM •qlaMrl ntalalt w Mire tM lltiiiiU7 laiJIItlOa IA4 appnlal aft at •ft. 
Olll llpt.Mr 14, 1841, • "" pr .... w "' J'OV ott111 111 th a llratt of tM 4o ta1lo4 epeellloa Ueu tor tbl pn111111 propont to "o uet at tM aterlall pro;.'" to h ae.,Wet. At U..t u .. 1 . n prtloataUnl 1f tM Suitt Olft....at hroWUII C.-lulea eapr11M4 ...... lit u te till 411lrnl• UtJ of ulac •• ot tM peteatet pron••• lnelm ucl Vr. c,_,toa .. alket ~r d'd11 oa tM polat lit letter ,,. Depuu Dlroeter of Pnev1rat ilalM •• S.pt-Mr u, ua. Olll ... , .... 11, 18., • rolllftt abl .. 1 .Ue.p llr. cr..,toa, Ulat tM ,.o­""'' .. ..,1M til •• • S.ptleMr 16th .. ,. •tb· taeto17 te tlll iul1ue, nt llaft aet ,.t llln a4YliM wbo~ J'OV ettl•• 11 1a ....... 

291 

1 .... ~~&r~tlt aat U.. t I • u auiou u to• to oou-te thll .,...,..t u upo41Uoulr u poeeUl•, ut • pnpanl to a4trtak• tlall .. ,-ua­Uoae jut u 100a •• • re .. ho a nPlt til til• nt••t tor teelmieal anbta .. eoatalal4 1a lfr. -.In'• letter If S.,t•"v 16~ 

ac ... 

Slalenlt rove, 
{llpeol) H. Morp fl\bau, Jr. 

• • 
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PETROL.EU MICOORDINATOR FOR WAit­
WASHINGTON 

S£P 1S~4Z 

liT deu' Ill' • I •'-7• 

r 

lA n.. ot \1M ...n- ca-\t.. 1IIIUI ......... ..u, an.. 
NlatiiiC w \be etfone ot a, Cltft .. w uatn \1M IRn••• ill 
••~~ria~ ....... ud Jftl ..... ffllr \be IDIIJil ....... ud .... Uoal ot ...n-1M la \1M ~ Dllia, 1 Ilia w _. ~ tw ,_ 
Ww *'• \1M .t.lt'- ... 1111 dW'I'''" o1., Cllftee iD a aUM 111\11 .._ 1 Un•-. 

292 

,_\lie ..... w !law ...__.. M !law .... a•ll• .. h H \1M 
-.s- all -- t t '"' Sal •t• ........ "' I s1-e I 5 -·-11Die11 -- udA U.. II ... la _, 1111F ia M1ae\laa ..._ Jll'llll-ud .,, 9 .... -"•"• , ..... \Mlr .... .. ...... ... • -
U8JI IAJ10.Slt'T 1lllat.11 IW IW \1M M1ea'a.. of .., ~~ 
-' W pi'IIIU aiMe W MW Mli IM \lin ..,_ .... --~ tw 
~ Rat '•= tla e lwe M ...w.. ..... eel,..,_ Mw '-_.. 
~---· ._ .......... -ru- ........ 1 .... U.. tbwall- UJUl. a O•, 

WS\III'IIJIIt. M \1M ..... ol ........ eit.IIW \be l'iiiiU H -• fllr \1M ..., . I Me ... t. 3 3•1 clat.a ... aeeS••- Dll ., M -........... "" iM ... •• ... .... ,... IIIII I ...... llr ... liard••, \a.. ... ftmnd•' _. 1-..1 .-r·- ,_ 1.-d Z.. ... 
!J Kj PJJ a ,. .sa., Cllftee baa - ....... .. - _, ... _ ..... --- .......... ,... ... 1.-.1 Laue aq ..... ... M- , ..... qld*lJ> u panal• la W'dw \bat Ule IIMeiaa ,....sr-
.-. allall M WS,.. A -· 

.. ..U ... PlliiiFW• ot -· w ........ w p u Ill ~ aad tM IIIPI tAl- ot t.11e Inlet. auuw 1 wit.h UF t.~alliiS~ ... 1 ....... ...,.,.. .., ... ., ..... 
(Sgd.) HAROLD L ICK£8 
~ OurM•tor tar .... 

• 

' I 

-
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TrtUIIr1 Dep&rt.Mft\ 
Off ice or \be Beoret.anr 

11r. Botl1ob 

AttacMd U the •voi oe of the 
broadoaa t ot Septe~er 22 

... ,,or lted bJ Federll 0-ioa'C:Loa•l 

= 
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'VOICE OP THE CHIEF' 294 

'KOlOOJNE' PERILS REICH'S RACE PURITY 

'lbo clandestine traneitter, "Voic e ot tha Chiet •, with 
"Gustav Siegfried Bina • broadcaat1n!S in Ganun to tho Reich 
(Sept. 22) , warns tha t tho Nazi Par t y 'Kommuno 1 haa tahitiad 
tho original National Socialist doctrine t o an extent whe.re 
it has become practical Bolahov1em, and a danger to tho racial 
our! ty of tho Oerman1c people. 

'Homeland Bolahoviks '--"I am often asked , not without a tone of 
reproach, why 1 r arer to a certa in portion ot tho l eadership 
of tho Oennan people with the unfla ttering term 1Kommuno•, why 

in my laat r eport , I r eferred to the influence of Karl Brandt 
ln Dar FUehrer's headquarters a s ' dangerous Kommune lntluencea•, 
why I r ot or to the Black Organiza t ion or tha country aa tho ~· • s.s. 'Kommuno ' and wh y I call its medlers , which ar e fighting 

wi th other Germans against Bolshe vism, 'homeland Bolshe­
viks' , tho "Chie f" says. 

Untiring Pi~t-- 0I have fought too long aga inst tho 'Kommuno' 
not to e a a to recognize it, regardless of wh a t form or 
wha t pa triotic appear ances 1t may a ssume . And a s long a s I 
can still utter a sound, r will call the Kommune 'Kommune •, even 
when it occupie s the highe st posts in tho s tate, even when it 
acts as leader and mieloador or the nation. 

Ex- Red Lo&dere-- "Not all of them ar e termor CoiDlllunia ts, as are 
Loy, Koch, (Nuerall) Sauckol whos o Red past is well-known, Many 
of them have bean good patriotic fighters , but t hey ar e now 
engaged in otruggling for tho same Bolshevik ISOal, tho ' Kommuno ' 
state. 

Nazi Bolaheviks--"Whon a band of adventurers na tionalize other 
peopl•'• property and then take it over tbemaolves, calling 
themselves r epresen tat i ves ot tho St a t e and people, that i s 
nothing but Bolahoviam, and that' s wha t I call i t , When they 
remove honest judges, and replace them wi th their own •• ,who 
die t ate their own 'heal thy na tlonal sentiments' to tho people , 
then that 1a Bolshevism, and th a t ia what I call it. 

Destroyed Traditiona--"Whon they do away wi th the f ai th , tradi­
tions , 1doaia or tho people in order t o tavor tho cynical 
materia l istic alma of these a t ato-takora who have become atock­
holdora and dividend- takers of the nation's property , then I 
call it Bolshevism, and Who over calla it anything ol ae 1a a 
scoundrel. The atato, ao they say, is be who exorcises state 
power, That ia tha way tho elackor claaa seta up tho curve of 
•alues of ita eo- called •new oth1ce', through i ta patented 
apparatus or popular onlightmont. Values which yesterday wer e 
prataod to tho akiaa a r e no t wor th anything today, 
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Propaganda Falcea--•'lhe propasanda 1Koaoune 1 uaed to praise the 
German peasant olaaa, and demand ita right to ita pa t ernal soil. 
And now for other opportuniat1e reaaona, they have torn away 
south Gennan and We a tphal1an peaaante from their ao1l, and sent 
theao orr into the wild, unknown ateppea or the Eut, Juat u tbe 
lloacow Bolahevika one day took the peaean ta ot the Ull:ra1ne trom 
thei r homeland, and aent th .. ott into 4a1a, 1.n order to r eplace their land w1 tb others tnorad by the aya tam. 'lhe propasanda 
•KoiMIWle' preached to us, becauae 1t appeared opportune to do eo, about the maintenance ot our pure blood. And wha t now appears opportune to the ••• 'KommuneY 

Race in DanJer-- •How, when the eon a ot the beat and oldu t 
ramlilea, e real bearers ot our r ace, are falling one after 
the other, and whole clana are ~1ng out, theae homeland Bolahe­

have the crust to decl•re to the nation that they wtll see to tt that eraat& (replacement) will ba provided from the Eaat 
for tho German blood that 1a loat in the East. It ia not enoUgh 
that they bring into the Reloh the Slavs and Tartar mongrela, and then try to Gennan1ze them ae 1 racial Germane • • 

Racial Mixture c .. pa- -•llow •t (4Dnano•o l nea.r L1 tzmannatadt, ilia:r have openad apacial· •raoe mixture cupa' where, under the 
veterinary auperY1a1on ot s.s. Obertuahrer Dr. lleyar, ot the 
Retch Comm1eear1a t tor the atrangthening of the Gennan Folkdom, Polack whores are being serviced by • •• s.s. atuda . And these 
monatroe1t1e e and mongoloid& 'llbo won't even know who bumped 
them toge ther ara to be ecce the fir• t-olaaa cl t1zena or the future. They are to till out tha apace& Which h•va appeared 1n 
the rank a ot thoee 'llbo ara ta.lllng in the e truggle again at Bol­
ehevhm, and then they wan t to tie my mou th when I apeak • bout 
the 'homeland Bolahev1ke. • 

Pargr Nlhilieta-- "They have always Jaerad at Germanism, trom the 
very beglnn!Dg. Theae noble Socialists and Bolshev1ka Who have 
no 1ntareat but the fUrtherance of their own tllthy plana--a borde that really 1a suited to carry on their deadly perverted buaineea. 

Beckon~ at Home--"The number ot men le dally growing who under­
stand at they have to fight Bolaheviam, not only at the front-­but aloo 1n tha homeland. 4nd the ringleader& of the 'Kollll:lune ' 
•Ill not be the laat onea to l aa.rn that theaa men know how to handle their weapona , a nd , if need be, even to die tor tbe purity 
And the ideal a of their fatherland . • 

(Pederal Communlo•tione Commiaaion, September 2~, 1942) 

.. .. 

Regraded Unclassified



TREASURY DEPARTMENT 
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INTER OIFI'1CE COMMUNICATIO N 

.,...,. S.pt . M 

PNOM 

S.oNtaJ')' lllorpathall 

111r Botl1oh 

BubJeot 1 8uaa&r7 or 1nt ell1genoe Report• 

Ruu1an Con•ox 

The oon•o7 t o Raee1a entere4 Arohan,.l RaPbo• 011 
Sepha'blr 2llt . AUaoke b7 o. .. u eubaai-1Jiu ud 
boaben had PIII&Ue4 1JI the lou or 1) eh1pe, ud 27 
Yeeeele arr1YI4 eate17. 011e BP1t1ah deetro7e• wae 
torpee~Hd on the 20th but •u towe4 111 b7 uotber 
deetPOTeP. Thl boaewar4-boUD4 OOII't'07 ot 18 lh1p1 
troa APObangel hae been aUaoltl4 b7 eubaarlnu, and 
thPie eh1p1 aN ll'lpOl'ted ellllk. 

The oon't'OJ to ~1, oone1et1ng or ~ oargo 
Yeeeele an4 one PIIOUI lblp, lett lnfland at the en4 
ot the t1rlt wuk 1n Sepha'blr. It 1 probable that 
at l eaet a part or the oarso or1~1nated 1n t he United 
8tatee, 111101 8r1t1eh Plporte 1n41oate that one or 
the loet oar,o •••••1• ••• Aaer1oan. The 111tional1t7 
or the otber Oll'gO •e11ell h aot Pl't'laled . leoort 
Ill tl&l'a1111M b7 1101'1 than 70 llrU1ah eb1pe, 1nolu41ng 
o1lere, a1ne ... epoPI, eto. 

(0, 1 . OperaUoaa RepoP\1, llptea'blr 10..17, 20, 
22, 2), 19~) 

Japan••• 41r ••rtncth 

111l1tU7 and na•al ob11nere ut1aate that the 
.Japane11 he4 ),688 planu on Aupet )1, 19~· At the 
bef1aa1 .. ot tbe war, .Japanue a1r etPinc'h ••• uu­
•• ed at~200 pluee. fh11 1nd1oatee a deol1ne or 
about 1~ plane• - 1t the two eet1 .. tee are baeed oa 
ooaparaD • data. 

(Ott1oe ot ftP1t,1o 8eJ'91ou, 1 !he War fh11 Week•, 
leptwbor o - 11, 19_, ) 
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INTER OI'J'ICK COMMUNICATIO N 

Secretary MorgenthAu 

11r. Hofl1 ch 

subjec t: Summary of Intelligence Reports 

Dakar 

Reports from DAkar •indicAte a general expectation of 
some major impending development". '!be anxiety of tho 
GenDana to bava Stuka planes atat1onod at Dakar is men­
tioned ao evidence of the Nazi interest in that area. It 
1s now reported that the Germans have sent only one offi­
cial observer to Dakar, and thAt Oovernor-OanarAl Soisson 
withdraw hie r eaignat1on on condition that th1a observer 
will remain only tempor arily. General Pa.lvy, new commander 
of the land forceo in French Weat Africa is reported t o be 
a pro-Nazi collaborationist. 

(o.s .s. , "The War This Weak", Sept . 10-17, 1942) 

Britiah-Figpting French Relations 

A crlaia in Anglo- Fighting French relations in the Near 
Baot aeema to have been averted - - at leaat for the present. 
Shortly befor e the opening ct the currant Sri tlsh offena1 ve 
in Madagaecar , the Bri tiah informed the Figb ting French in 
London that they could hardly allow the Do Oaull1ats to 
taka over the civil administration i n Madagascar unless De 
Gaulle returned to London and settled the Syrian difficulty. 
Tho French National Committee than sent a telegram to De 
Gaulle, urging that the civil adml.niatration of Madagascar 
was infinitely mora important than the administration of 
Syria , which is simply mandated t erri tory. It is repor ted 
that De Gaulle has notified the Britioh that he is hopeful 
of a settlement, and thAt he will return th ia week to 
London. 

(O.s .s. , "The WAr This Weak" , Sep t . 10-17, 1942) 

..... 
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SltPI'£>IBER 17- 24, 1942 

Olllce or Strategic Semcea 

THE WAR TillS WEEK 
M1ile the Germans are 6ghting their way into Stalingrad 

street by street, military observers incline increasingly to the 
view that the Beason is too far advanced to invite a large 
!tale attack in the Moaeow area. They emphasize rather 
the possibility of early liquidation of the war in the North 
CaucasWI and attacks on Leningrad and Murmansk. A 
dri>-e on Trans-Caucasia- practicable during the entire 
tinter-is a more remote possibility but one which would 
yield lArge returns to the GCIDllltiS. 

In the west, the Germans continue to press Laval on tbe 
Iaber and shipping fronts, and his problems are now reporl.ed 
to have become so acute that he ms.y soon renounce French 
obligations under international law and proceed to more com­
plete ooUahoration with tho Germans. In the east mean­
while the Egyptian campaign has settled once more into a 
stalemate. Despite the current comfortable position of the 
British, a Gorman decision to reinforce on a notable scale 
might rapidly alter the whole complexion of the war in this 
area. To the south, British for~ have entered tho capital 
of Madagascar and have virtually ended the threat of Axis 
inlluence on the island. 

With the convening of the Indian Central Legislature, it 
is evident that the Government's policy commands the sup-
port of virtually none of the native Indian members of..t.b,u.;....:. 
body, despite the fact that no representatives or the Co~ 
Party are present. Earlier activity in tbe Solomons and New 
Guinea bas been succeeded by comparative quiet, with 
evidences of vigoroua development of air bases by the 

1 
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Japanese in those areas. In the absence of fresh intelligence 
from the Manchurian theater, observers are divided 118 to 
whether the Japanese may await a further anticipated weak. 
cning of RussiA in the coming months or will strike a Jllto 
vcntive blow now in tho belief that no equally ft.vollble 
opportunity will recur. 

Swlingrad' a Agony 
In the city of Stalingrsd the Soviet defenders are apparenUy 

fighting stubbornly from street to street and from buildiog to 
building. Their tenacious resistance has obliged the attack· 
ers to intensify their assault with the help of heavy artillery. 
Y ct Russian efforts to break through from the north to relieve 
Stalingrsd have been ururuccessful, and the Soviet divenioo. 
ary attack at Voronezh, while making gains above Md below 
the city, has failed to reduce the German bridgehead. AJ. 
though Staliogrsd's resistance may be prolonged for aome 
tune to come, its fall appears to be inevitable. 

South of Novorossiisk on the Black Sea Coastal Highway, 
the Germans are progressing only slowly against strongly hcld 
positions in the foothills of the mountains. To the enst, the 
Nazi pincers on Groznyi have made more substantial prog· 
ress. The southern column, headed for Ordzhonikidzo, has 
taken the towns of Terek n.nd Deiskoye, and is within 17 
miles of Darg·Kokh, at the northern end of the Osaetian 
Military Highway. The northern column beyond Moadok, 
advancing slowly al!l'inst strong Russian resistance, 110• 
threatens to encircle the Groznyi oil field area from the nordl 
and east. 

A/let Stalingrad Whatf 
With the approaching fall of Stalingrad, the pattern ol 

on the Eastern Front is beginning to grow cloani1• 

2 

SEORET 
Since ita inception, the German southern offensive has taken 
~pproxilnately three months. Little more than two months 
of good fighting weather on the central and northern fronts 
lite now left to the Naai.e. It is very possible that the Stalin· 
pad campaign has consumed a longer tilne than the attackers 
had at first envisaged. In any case, limitations of time, 
1ransport, and available equipment cannot fail to be decisive 
rae«>rs in German planning for the rest of 1942. 

The clearest limitation is air power. Current artimatcs 
suj!gest that with n total of about 2,500 planes on the Eastern 
Front the Nazis have been using about 1,000 before St.nlin· 
grad. ' This concentrntion has left inadequate nir strength 
available for major opcrntiona elsewhere. In the pn.st few 
weeks the Germn.ns have bombed Murmnnsk only spas­
modi~y. they have husbanded their plane strength in tho 
!Wtev sector, and around Mozdok in the North Caucasus 
their reduced momentum aeema to be largely attnbutable to 
a Jsek of air power. Hence large<lC8le plane transfers f"?m 
the Stslingrsd area must necessarily preoede tho launchmg 
or any major new offensive. . 

II it should be necossary to build advance fields and mstall 
new ground equipment thcso transfers would probably take 
anywhere from 10 days io two weeks. In one fairly clear case 
of such a transfer-from Sevastopol to the Slavya!Uik area at 
the end of last June-it was not until 10 days after tho f!'ll 
of the Crimean city that tho Germans launched a IDaJ~r 
drh·e from Slavyansk to Lisichansk. On the other hand, •f 
aew fields and equipment were already prepared, tho delay 
'II'Ould be shorter. For example, facilities for several hundred 
additional Nazi planes may now be ready before Moscow. 

The Threat to Ruuia'a Suwly Lines 
At the e.•trenUties of the Eastern Front, however, ~he 

Cermans will probably bo able to make clear-cut local gatos 

a 

• . . 
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with only minor transfers of plnues or meehani:ood · 
T th N h "· 1 • equtpment 
n o ort vuuca.sus, w 1ero tho Russ1ans favored b · 

terrain, have been fighting successful roar ~ard a ti Y tbe 
nrrival of 100 or more additionnl planes might be~ 0~ tbe 
t.un1 the ~00: of air power in favor of the Nazis. n~u.,: 
likely that "'thm the next few weeks the invaders will read! 
'T'Ilapee, Groznyi, Astrakhan, and Makhach-Kala. Tht 
control of key points on the Ca.'pian shore would gi ht 
Gc~ans bases from which. to bomb Soviet shipping;~ :ht 
Cnspmn and to mterfere With the Baku-Guriev supply rout 
to the north. e 

At the other end of tho line, the invaders probably have 
cno~g~ forces available.to capture Murmansk whenevcrthey 
fceltt ts worth the sact~fice. The Ccriii1UlS have now appar­
cntJy taken over the whole north Finnish sector where they 
hav? 10 divisions-half of them mountain divisi~ns-slready 
s!ah~ned. ~ermore! they have been keeping a aubstao­
ttal atr force m the Arctic for operations against ~funnansl<, 

Archangel, and Allied convoys in the Barents Sea. Uniud 
Nations losses on last June's convoy in these waters wm 
staggering. Last week's convoy, although its losses were not 
comparable to those of its predecessor, still suffered heavily. 
With these sinkings in mind, some observers suggest that 
tho Germans may not feel that an attack on Murmansk is 
a matter of immediate neeCJ~Sity. 

On lite other hand, the convoys of last winter-proteeud 
by the long northern night.s-u.ffercd far smaller losses tbJo 
the last two. And in the future the Allies will doubtless do 
everythi.ng posaible to ensure the safe arrival of these criti· 
cally important cargees. On balance it seems probable that 
the Nazis will launch an attack on Murmansk and the KolA 
l'cninsula this autumn. Whether tltey will try to control the 
'~hole wcst:ern shore of tho White Sea by the occupation ol 
~rokka will be dependent on the aid they receive lrorn the 
Finns, who hold this sector of the line. To date the Finns-
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war· weary and loath to a'?use the anger of the United StaW8-
bave refused to take part m further offensive actions. Recent 
reports from Helsinki suggest, however, that the Finnish 
Cabinet may now have changed it.s mind. 

Tloe/o!IWhlll Vmture 

Sueh operations in the extreme north and tho extreme 
south would be csscntillily local offensives-executed pri­
JllJlriiY with the troops and equipment already in those 
theaters. An att.ack on Mo.scow, however, would be a major 
venture, greater even than the Stalingrad campaign. Around 
~!oscow the RuilSians have concentrated perhaps 40 peroent 
of their fighting forees. Ifcre they would be operating on 
interior lines, with strategic railways radiating from the 
capital-a situation in sharp contrast to the logi.stic disad­
··antages from which they sufiered at Stalingrad. Without 
doubt, the defense of Moscow "-ould be much bloodier and 
much more stubborn than the defense of Stalingrad. 

The Germans, on tho other band, have about 10 Panzer 
divisions and between 500 nnd 700 planes before Moseow. 
According to Russian nccounlo!, 14 German divisions have 
received a severo mauling in the Soviet offensive nround 
R1hev. Of the throe main railways from tho west, the 
allatkers could WlO tho line Smolensk-Moscow UJ> to and 
beyond Vyazma and the line Comei-Moscow up to tmd 
beyond Bryansk. Tho lateral Smolensk-Roslavl-BryRnsk 
line is also in German hands. Bu~ the line Vclikic Lulti­
!Uhev-Moscow hM probably been cut west of Rzhev. 

Over these barely adequate rail communications the Nazis 
would be obliged to commit large quantities of men and 
equipment brought up from the central front reserve or 
from the southern front. Furthermore-to judge by the 
Stalingrad cxpcrienco- at least 600 additional planes would 
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have to be transferred from the south, plus aeveral Pan 
divisions. These operations would probably oonsume ~ 
two. weeks from the terminati.o? of t~e mop.up &round 
Stnlangrad (even tf some addit10nal atr facilities belort 
Moscow wore already prepared). If we sot the end oltbe 
St.allngrad operation at October 1, then it would be the 
middle of October before the Germans would be in a position 
to lmmoh 11 full-seale offensive against Moscow. This would 
leave them only about seven weeks of good fighting weather 
in which to complete the campaign. One can conclude that 

I seven weeks is too short a period and that the German. will 
probably not attempt to reduce Mosoow this year. 

lAningrad; tJt~ IVinl.,. Li~ 

A more likely possibility would be an attack on Leningrad. 
Since the ice went out of Lake Ladoga last spring, Leningl1d 

' has boon cut off from supplies from free Russia except lor 
some bollt traffic and probably some air traffic acroes the 
Lake. Civilian conditions within the city are no doubt 
appalling, with tho starvat ion reported last winter probably 
on the increase. Ammunition may be rwtning low. !Wpo.U 
suggest that the Germans are emplacing around Leningrad 
the heavy siege guns used against Sevastopol, and that the 
Finns bavo agreed to help in the reduction of the city. In 
short, an assault on Leningrad seems likely this autumn. 
While it would entail substantial t ransfel'll of planes and 
heavy equipment from other sectors, it would be far leB 
difficult than an offensive against Moscow. If the Nuis 
should succeed in capturing Leningrad, they might try 10 
drive east from the Sch!Usselburg to cut tho ~ 
Moscow Rnilway at Vologda. But the establishment ol llm 
2.50-mile salient along a single-track railway would probably 
prove too arduous a project for so late in the soaaon. 
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It seems more likely that the Nazis will try to establish a 
winter line shorter and straighter than the one they arc 
holding at the present time. They may develop the nrc 
Sorokka-V aldai Hills-Rzhcv-Orol-Voronczh-Stalingrad-Astra. 
khan into an "Eastwnll" for another winter of "offensive 
defense". Tho Caucasus front can wait. Although tho 
passes arc already filling with snow, tho Black Sea Constnl 
Highway and mil way and tho Cnspian shore from Makbach­
Kala to De.rbent, will be open for oporations all winter long. 
It is always possible that tho Germans, after establishing a 
tenable winter line, will throw all their availnble offensive 
strength into a drive for tho Trnn&-Caucasus around c.he 
ftanks of the mountains. ~or is it impossible that they v.~ll 
merely bold through the winter in Russia while concentrating 
on reinforcing Rommel for a knockout blow in the Middle 
&.st. 

Finally, and perhaps most important, one can co~cl~dc 
that the prolonged defense of Stslingrad has been the pnnCIP'Il 
factor in preserving Russia's fighting strength for next year. 
Its fall will probably force what remains of Timoshenko's 
army back on the arc 8nrntov-U~Isk-G~riev. B~~ its 
defense bas preserved to Russia tho .ndustnal and nubtary 
resources of tho Moscow area, tho upper Volga, and the 
Urals. When next spring comes, the Soviet Union, though 
critically weakened by the defeats of thi~ su~er a~d by the 
threat to her supply lines with her AU1es, will ~till have a 
powerful army ready to take the field for a third year of 
resistance. 

TM Policy of Pinland 
German plans for further offensive action in the North will 

depend to a considerable extent on the a~titu~e of Fi~land. 
The recent statement of the Finnish Lcgabon m Washington 
that Finland " wanta to cease lighting as soon as the threat 
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to her existence has been averted and guarantees obtain«! 
for her lasting security" brings to the fore once again the 
ambiguity of her position. T he American press bas inter. 
preiAld this utterance as a statement of the oonditionsiU>dft 
which Finland would be prepared to withdraw from the war 
To the British Government, according to United StA~ 
press reports, it was simply "another effort to retain American 
good will." The Ankara radio described i~ as possibly part 
of an Axis peace offensive. To Finnish editors in the Unittd 
States, the statement meant that Finland would ceasefightin& 
if tho Allies would guarantee her security-which, the edit<l!$ 
insist, they have not done up to the present time; one ediwr 
added that "Prooope had not staiAld anything new." 

The Finnish Foreign Minister was quick to deny that 
Finland was seeking a separate peace. Accordi.ng to Swedish 
press despatches, Witting described such reports as "withoot 
foundation". Meantime Toivola, Counsellor of Legation in 
Washington, declared i.n a private conversation that the 
Finnish Government had repudiated not the Legation's state­
ment but only the " false imaginary conclusions drawn by the 
foreign (American) press." He added that the "Belsinlri 
Government had not authorized tho Legation statement, end 
knew nothing about it". 

In any case, the Legation's statement is at variance with 
the recent official declaration by Vaino Tanner, Finnish 
Finance MiniRter, that Finland will "shut her ears" to llll 
Soviet peace proposals, now that "the enemy is in distress." 
Nor is it in line with recent annexationist demands for 
Soviet Karelia-atleast one of which has ernanaiAld from the 
Finnish Legation in Washington. The statement implicr 
in contradiction to the fac~tbat Finland remains a free 
agent and can withdraw from the war ap.in.s1. Russia wbtn­
ever she decides to, regardless of GcrmAD pressure. In brief, 
the Legation 1100ms to have pursued a line independent of 
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that of the bome govemrnen~ut perhaps with the tacit 
consent of tho lnttol'-in an effort to offset official American 
coolness by an ap~l I? the American ~pie, among whom, 
it feels, Finland still COJOy8 mucb good will. 

Gmnon Food Ratittn Increo.sed 
General increases in bread, meat, and potato rations, 

tf!ective October 19, were announced this "'l!t'k by German 
su1horities. For bread, .the measure restores compl~tely the 
reductions n>ndc in Apnl, 1942. The new meat rattons arc 
stiU somewhat below the pre-April level. Potatoes arc 
111tiooed at 10 pounds per person weekly- well a~>?v• pre­
•·ious allotmenta this summer. TI1ere bas been no rncrcMC, 
however in the fat rations. In terms of calories, the German 
diet und~ the new measure will stand at about 90 percent of 
the pre-war level. .. There are still differing estimates, however, of l·hc ab1hty 
of the German food economy to meet the demands o! a long 
. Af•·r the April reductions there was collSldernble ur. "' ' . 'ght opinion that the food situation in the Reich wns •·ery t~ 

end that further decreases in meat, bn;ad, ~nd _rat r:uon9 
li'Cre likely. However, even if this view 1$ ma•ntruncd, 11 ~an 
still be argued that for reasons of morale and product•vc 
tffieiency, an increase in rations might be mad.c as .a ~men· ~ry measure of relief, despite the longcr·run •mphcations of 
such a policy. . . h Offi f Food experte in the Economics Div•&~on. of ~ e . co ? 
Strategic Services, aftu investigating the SJtu~Uon m AJ>nl, 
took the view that tho reductions were made 10 a~ effort ~ 
bring the Reich's food economy into a balnnqg whtj;lr)l'!ljJ. .... uffi . 11 tab! to stand up even against extreme Ctr­"" 8 Cten y 8 C • ted the eumstances. Weather reports at that time sugges. to 
JlO!lSibility of pocr crops, and the Germana were ~~ , 
take into account Russi11's unexpected resistance, ertca s 
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~try iolo the war, and a deteriorating agricultural lit . 
m the conquered countries. The April level a rd~tioo 
th. · • oeo 1ng to 

IS vJcw, was IIOmcwh.a~ unsatisfaelory, but tolerable 
adcqunlo from a nutnt10nal standpoint Wi•b tb' ,blll'd 

I. to' 'd h • IS Ill~ CS lmll 10 mm , I CSC food experts DOW oor1•v th 
• • • v o atthe mcrcascs m rat1ons probably reflect merely a more bo t 
h11rvcst than had been anticipated. No definitive slaulcn cous 
· 'bl h · ment 1s poss1 e, owcver, unt1l further analysis has been completed. 

Laval' a Gravitation TOWOTd the Azia 

Acc~mulated reports indicate that Laval's problems m 
becommg 110 acute that, acrording 1o a well-placed obeer;er 
be may shortly undertake more complete coUaboration ,.;.b 
Gea;na.ny and repudiate France's obligations under inter­
oal.lonal law. To. ~mplisb his goal, Laval has gained 
?Ontrol. of the admlDlStrative machine, placing his henchmen 
m ~h~ unport:nnt posts in North Africa as wcU as in France. 
This mr.JtraliOD policy, our observer believes has included 
a nw?bcr of high-ranking Anny officers ~~bo ~ believed to 
be '.''llltn.g to. command French troops against any United 
Nr1l10DS mvas1on. 

Doriot's continual pressure bas apparently produced an 
•JVeem~nt whcr~by Laval will give important posts, CtiJ» 
c•ally 1.n Occup1ed France, to members of Doriot's Parli 
Pqpula~r~ Pranraia. At any event, Doriot's oppoeition bas 
been qu1eted, at least until the October meeting or IW 
folJOWcn!. 

l6val may also have come t<l believe that his poeition 11ith 
the Germans would be strengthened if Vichy and the United 
States were I? sev-:r relations. He will probably avoid taki.a« 
any sue? act1on h1~self, but be may be aUempting 1o placle 
the Un1ted States tn a position where it will appesr "re­
spon&!ble" for such a development. Our obeerver feels thai 
Amcracan representatives cannot influence Laval's policy to 
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any e.uent, and that no~g favor~le to the United Nations 
ran be ~!"-pee~ from P~tain, whose mftuenee ie less every day 

!Jnportant officials in Rome are also reported to be anxio~ 
to have Gennany_fo~cc a break in Franco-American relations. 
Such a rupture, 1t 18 felt, would deprive France of UniU:<l 
States' support at the peace table, thus assuring Italy of 
doanilllltion of the Mediwrranoon. 

Lara! N egoliill£8 CMr Labor and Shi'fYPing 
The two most pressing immediate issues in Vichy's rela­

tions with the Naais are the latter's demanda for labor nod 
merchant tonnage. 

The French people apparently do not generally understand 
the full significance of the plan for mobifuing French "'Ork· 
ers. The Ce1111A11 demand is now reported to have risen to 
600,000 workers, of whom 150,000 must be skilled. Upon 
"delivery" of these French laborers, the Nazis h&\'0 promised 
to free 50,000 prisoners-an overall ratio of 1- 12. Laval is 
expected 1o send the f\1'81 con~ingent aa soon as a method can 
be arranged that will not cause too much public prowst, but 
Vichy observers feel that ho can not approach the required 
number unless be is willing to faco the consequences of forch>g 
skilled Ja.bor to go to the Reich. 

Gennan pressure for shipping persists. Vichy is apparently 
resisting any surrender of French tonnage proper, but is 
reported to be negotiating with Gcm1any \\~th reg<U'd lo the 
wrrender of tonnage belonging to occupied staoos that is 
now under hench control. A large percenlllge of the coal· 
burning ,.eesels of the latter category- which is reported 1o 
total 127,000 tons-is now carrying ores and foodstuffs from 
~orth Afriea. About half of this cargo goes lo Germany, 
but the halan.ce is important 1o the French economy. The 
Staw Department bas prowsted that the surrender of either 
foreign or French shipping would be a violation of French 
neutrality. 
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Nan 111/lutn« in Nurth Af.W:. 
In changes that are unfavorable to the United Nat.ioes 

four high-ranking anny officers are being t1'11118fe!Ted rron: 
Oran to other duties. The Nazis are also reported to domi. 
nate tho port or Casablanca completely, military mat~rt 
alone excepted. The Gennans supervise police customs 
cargoes, manifests, passengers, and transport!/ Oerma~ 
representatives are showing increased apprehension about the 
possibility or Allied invasion, and are indicating that they 
may request a share in the defense of French coloniet~, on the 
grounds that the French have failed. 

Although Soisson's resistance has apparently foroed lhe 
Germans to back down on the question of military ob&en'trl 
at Dakar, Berlin may insist on a consulate there, inasmuch as 
the United States has one. 

Am D~!emiDe Stand in EWPt 
In Egypt the enemy is establishing strong defensive po. 

sitions along the line to which be withdrew ofter tho obort.ive 
offensive or eorly September. Axis forces have lately been 
regrouped, probably for purposes of rest, supply, nnd the 
organization of a defense in depth. Except in the norlh, no 
full German division is now in the front line, but tho Italian 
forces there have been stiffened by smaller German units. 
Rommel has received some additional fighter planes, and his 
situation in fuel and ammunition may be easier; but as yd 
no lMge seole reinforcements have appeared. A serious cur· 
tailment of Connan operations in Russia might alter this 
picture, especially in terms of air power. At present, how· 
ever, the British enjoy superior strength in all departments. 

Allied air forces continue their heavy attacks on enen>Y 
shipping and enemy ports. Tobruk has been bombed almosl 
nightly. Since the fall of the port three months ago, British 
and American planes have dropped more than 3,000 tons of 
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bombs on Tobruk, now referred to by Allied Hiers as the 
JirniJk route." 

A mobile British raiding party also struck deep in the Axis 
rear on September 13-14, attacking Bengnzi, the nearby road 
junction ol Barce, and Gialo 0118is to tho southwest. Press 
reports assert that moro tbnn 30 parked Axis planes were 
destroyed, in addition to losses inflicted on enemy personnel, 
motor transport, and supplies. 

Friction Conlinuu in Syria 

Although De Gaulle is reported to have left the Levant 
for Brauaville, friction continues in Syria, snd there are indi· 
eations that previous good relations between French and 
British field officers are deteriorating. Nevertheless, it is 
claimed that De Gaulle i.a no longer pressing his demand that 
the forces in Syria be plaoed under French command. In 
general, the two British officers commanding forces in the 
Levant and in Iraq and lran are reported to feci that only 
the removal of both Oatroux and Spears csn prepare the way 
lor better working relations. 

Japanese VUitors to 7'-urkey 

• . . 

The Turkish press announces the arrival in Istanbul of 
Admirals Nomura and Abe, Japanese Naval Attach&! at 
Berlin and Rome, respectively. Although the latte_r firmly 
denied that they came at German behest, unofficUII local 
observers suggested that their visit might be intended to 
ol!set the Willkie mission. Mr. Willkie is reported to have 
made a very favorable impression in Iraq and Iran, as weU 
as in Turkey. th · 

:.Ieanwhile five prominent Turkish ed~tors are o~ , ear 1 
way to the United States via Great Bn~, to Vle" for 
themselves the United Nations' war potential. 
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~ali~ in M adagtuctu 

The repo~ capture ~f Tananarive, on the 14th day&!!« 
Ute rcaumpt1on of operations, closes the moet C88enlial 11aae 
of th~ campnign and virtu&lly ends the threat of Axis kou. 
enco ·~ MndngMCar. The occupying forces now control tbe 
colony 8 most Important towns--Di6go Suarez "·" 
T ta d T 

. > UUIJUD&ll, 
umn vo, nn ananar~ve-and the roads connecting th 

Po8SC88ion of Tananarive gives access to the main high:: 
and railroad line southward, and will facilitate occupati~ 
of Antsirabo, Fianaranteoa, and Thosy, key point~~ in lhe 
southern half of the Island. 

It is not yet certain whether French resistance will continue. 
Tananarive it.self seems to ha\·e been left undefended but 
Governor-General Annet, having announced his in~tioo 
to "mark by my absence (I) . . . our determination oot 
to accede to the aggressor," is believed to have withdr&Wila 
considerable portion of his small forccs to the south. Tboup 
there is nothing to indicate that the latter are strong enc~ 
to f~ce a ~itched engagement with the British, they can 
contmue to Interfere with road and rail communications and 
the varied mountain jungle and the prairie terrain ~-ould 
facilitate n campaign of evasion. The British and South 
African forces, numbering perhaps one man for every 10 
square miles of territory, will face a difficult mopping-up 
P':>blc_m ~·~css they succeed in winning native cooperation. 
Time •s lun•ted by the proximity of the winter rainy eeason, 
which halts all wheeled traffic off the main highways f10111 
NovCJubcr until May. 

The Indian U¢414ture Mut$ 

The current 8e8Sion of the Indian Central Legislatwe his 
revealed that practic&lly none of its native Indian membtn 
supports the Government's present policy-despite lhe fact 
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thst no adherents of the Congress Party were in attendance 
-acoording to reports from New Delhi. For the Govern­
ment, Sir &ginald Maxwell, Home Member of the Viceroy's 
Executive Council, has outlined the events of the last month 
and a half, characterizing them as "nn orgy of destruction" 
especially in the strategically-located industrial province of 
Bihar. Nationalist papers have bitterly criticiwd this ad· 
dress as unstatcsmanlike and symptomatic of a police con­
stable's mentality. 

All members representing any substantial constituency­
including adherents of the Mo~!lem League-have insistcd 
that the Government compromise with the Congress. In 
the words of one MosiCJn League member, "To ignore the 
Congress is a folly of the first magnitude." Furthennore, 
they have concurred in expre!ISing their resolve to defend the 
eountry against the Japanese and in demanding the immedi­
ate formation of a national government. The chief Moslem 
League membor has emphasized again and again that his 
party would give full support to the war effort of a pro­
••isional administration, provided that both the Government 
and the chief Indian parties agreed in advance to the creation 
of a separate Moslem State. 

Representatives hnvo concurred in stating that India 
dUrtrusts British intentions about the country's future. Tho 
deputy leader of tho EltrOJlcnn group has answered these 
complaints with tho assertion that: "lf any . . . government 
goca back upon tho promise (to give India self-government 
immediately after the war), 1 will bo the first to lead a move­
ment against that government." Yet the Administration 
sho•<S no signs of taking any positive action to ~lve tho 
current impnsse. In tho upper b()U.!!C, 'he Council of Stnte, 
General Sir Alan Hartley, Deputy Commandcr-~-:C"ief, has 
revealed thnt on July t Lho ratio of Indian to BntJSh officers 
in the Indian Army was etill about I to 4Y.. Moreover, the 
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Viceroy has apparently rejected the request. or the Hind 
M~hasabha's leader ~or permission to sound out the im~ 
pnsoned Congress cbtefs on the compromise proposals ro • 
mula ted nt J1i ow Delhi (The War ThiB Week, Septcm~t 
lo-17, pp. 14-15). 

Quiet on lite Middle Melanuian Front 
After 11 preli minary skirmish last week with heavy Army 

bombers, tho Jnpnncsc naval task force operating cut of 
Guadnlennal (in the vicinity of Santa Cruz Island) apparently 
has withdrawn out$ide the range of our reconna~nec planes. 
Ship &ightingll in the past week indicate a lower levtl of 
Japanese activity i.n the southeastern Solomons than fonnerly, 
and no new landtngll on Guadaleanal have bctn repotUd. 
On New Guinea, the Japanese have been held at relath·ely 
stable positions between Efogj and Ioribaiwa. 

This comparative lull may be attributed in part at lout 
to the work of Allied aircraft. Of the force sighted near 
Santa Cruz (2 battleships, 4 heavy cruisers, 3 light cruisers, 
6 destroyers, and 2 cargo ships), possible hit& wore claimed 
on both bnttleships. On New Guinea, tho track from 
Efogi to Bunn (sco map accompanying Appendix Ill) was 
repcntodly strafed nnd bombed, Buna airdrome WIIS rendered 
unusable, and heavy attacks were made on Japaneso bases 
throughout New Guinea, the Bismarck Archipelago, and the 
Solomons. In the latter area, Japanese installations on 
Gizo lslnnd nnd at Rekata Bay on Santa Isabel Island (the 
nearest important enemy bases to our own positions ccnterinc 
on Tulagi) were kept under fairly heavy attack. 

The Japanese, however, are actively developing their on 
air bases. In Ute Solomons, oonstruction activity has hetD 
noticed especially at Buin, a village at the southem extremity 
of Bougainville Island, and on Buka Island, farther to the 
north. On New Guinea, new landin.g strips are apparently 
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under construction near Lee, and some new fighter aircraft 
appear to have been traDBferred to the New Guinea theater. 

The DebaJ.e on Siberia 
The debate on Japan's next move continues meanwhile 

unabated, with Siberia still tho center of attention. General­
issimo C hiang Kai-shck is reported to believe that an attnck 
either on India or Australin is unlikely, since the Japanese 
do not have suflicicot transport facilities, but regarding 
Siberia be is non-committal. Somewhat enigmaticnlly, he 
declared that Japanese plnns will become manifest "in 
~ovennber." At about the time Chiang was malcing this 
statement in Chungking, Chinese officiols in Washington 
were reported to have abandoned entirely the view thnl 
Siberia will be tho next scene or attaek. 

Whether or not tho SiberiAn attack has now become less 
probable (in view lnrgely or Russia's ren_wkablc ~tand on the 
&'tStcrn Front) remains open to specula !Jon. Berlin has f~und 
it. neccssnry, however, to insist upon the "un~wcrvwg" 
nature of Japan's loynlty to the A.-cis, and to attnbute ~ny 
talk of improved SovieWapnneso relations to the machmn.­
tious of t he United Nations. A Wilhclmstrassc spokesman, 
quoted in despatches to Dern, declares that the new w•~ve of 
such reports touched off by Emperor IIirohita's reccptJon of 

' • ded H d t" the Soviet Ambassador, were simply ·~ten . to so_un ou 
Japanese policy. A&!crtions that tins pohcy may tnclude a 
Jnpanese attempt to negotiate n R~Gennan peace, he 
adds, are idle talk. 

Anlidimaz at Sian 
The negotiations which were supposed to take pla~ n~ 

Sian between General Chiang l<ai..shck and tb~~~~g. 
Commun~is have fizzled out without really ..._.--
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Chiang was present in Sian and a conference was held at wbieb 
the Communist question presumably was Wscll88ed. A atriet 
censorshi1>, imposed by the Central Government, seemed to 
indict~l~ that important negotiations were in progress. llut 
it now transpires that no one was present M the meeting to 
represent the Communists. General Lin, who had been 
designated for the purpose, received notice so late that he 
could not reach Sian until after Chiang had left. The Com. 
mlluist representative in Chungking believes that tho difti. 
cullics between the Kuomintang and the Communi!ta will 
continue and that there wiU be neither conflict nor agreement 

Mcnnwhile there has been continued quiet on the military 
fronts. Chungking has re~tedly announced that ita forces 
are nearing Chin-hua, in Chekiang, but the Japanese continue 
to hold tho town and as yet tbere are no signs that they in­
tend to "ithdraw. 

The New Chinue Alltbtu$ador 
Wei Tao-ming, successor to Hu Shih as Chinese Ambas. 

sador to WMhington, is an influential member of the 
Kuomintnng Party who has, at various times, held poeitions 
as Minis ter of Justice, Mayor of Nanking, Secretary General 
of the Executive Yuan, and Member of the Supremo National 
Defense Council. In t he summer of 1941, he was appointed 
Ambassador to France, but did not proceed to his po~~l 
because of unsettled relations between Chungking and Vichy. 
Madrunc Wei is one of the few Chinese women jurists and t 
close friend or Madame Chiang, having been associated 11ith 
her as the only other woman member of the first LegisiAth-e 
Yuan. &th Ambassador and Madame Wei were educated 
in Paris and have been counted as members of the pro­
European clique in Chungking. 

The contrast between the new Ambassador and his pred~ 
cessor indicates at' least some of the factors which impelled 
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Chungking to make the change. Wei Tao-ming's connections 
have been French rather tha~ American; he is kno"?' ~ a 
practical administrator, and IS a Party member With UD· 

portant political backing: On. the other hand, Ru Shih's 
connections have been w1th th1s country, he has.S~Icd the 
function of persuasive advoctlto rather t-han admm1strator, 
and is not a member of the J<uomintang. Hu Shih hilS been 
notably successful in mobilizing popular Amer~ean sympat~y 
for China. Chungking, it is thought, may wcU feel that 1t 
now requires a representative who will press China's case 
through official rather than popular channels, who can be 
trusted to represcn~ a purely ~hinese point ~r. view, and w~ •• 
will have the practical expcr~ence an~ pohlu~al ~up~rl '" • 
China to administer effectively the atraus or the \\ ashmgU>n 
Embassy. 

Mau Protu/.8 Continue in Arqe>Uina 
Political riota and ml\88 demonstrations continue to hold 

the public spotlight in Buenos Aires: ~lashes between pro­
Allied and pro-Axis students, rcsultmg m more thliD 80 ar­
rests, led to the temporary closing of the lnw sc~ool of the 
University of Buenos Aires. On tho 20th of ,SCptom~r, 
30,000 people gathered in Lunn Park to expr~ thCJr "?hda~lty 
with Brazil making this tho largest n~t1-A."s m~t~~~nbce 

' u r e" wns un~ Y January, when the present state o SICg 

the Castillo government. . . cc to 
This meeting marks the high P?mt. of open rcsistan 

the vemment's international policy 10 mo~ than. one way: 
End~rsed by labor unions, by the mildly leftist Acacln ~r~ 
. lo VU:toria (a women's orgamzat1on 

lana, the Junia . de . rei' f) and by prominent 
especially active 10 Ru.sslllll war le '. · it was 
political figures of decidedly oo~rvauve .1""".'"gs•. than 
more nearly a demonstration of national aoll-Axis uruty 
any previous public meeting. 
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Special significance also must be attached to the aetiv 
participation in tlte meeting of Adolfo Bioy, prominent «)f~ 
pomtion lawyer, ex-Cabinet Minister and now Preeident or 
the Socicdad Rural Argentina (an assoeiation of the moet 
powerful land ownem in the country), and to tho m~ 
of solidarity ~t by the Nobel Peace Prize winner and former 
Mi.nistor of Foreign Afl'ail'fl, Ca.rlos Saavedra LnmM, who 
had been unfriendly toward the United Stat~ during his 
term of office. The fact that Sedor Lamas is now lkctor ol 
the Unjversity of Buenos Aires and thus a federal appoin~ 
makes his pro-Brazilian stand an act of open defiAnce ol 
President Castillo. Added to the recent offer ol Central 
Justo to serve in the Bnl%ilian Army, the Luna Park meeting 
indicates that a showdown for the Argentine Government is 
approaching with increasing momentum. 

German A rtn3/or A rgentiM 

The Argentine Army may not lack military supplies to the 
extent generally supposed. Statistics recently rciC48Cd by 
the Argentine Ministry of the Treasury reveal that during 
the first sovcn months of 1942 German exports to Argentina 
amounted to moro t han s ix and a half million pesos (approxi­
mately $1 ,660,000), nearly double the figuro for tho corre­
sponding period of 1941. War materials may make up M 
much us 00 percent o£ this increase. Previously most ol the 
shipmcn!A were grnnted British navicerts, under a special 
agreement with Argentina permitting the movement ol 
military supplies contracted for in Germany prior to the 
outbrcak of hostilities. The British have now stopped issuing 
navicerts for this traffic. 
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-~ • ~Gm~p4 ..ud prlrilopd 88 ~-- (..a. U.&aae) wbW. ...... 
8w'- Mill oltWIIJ ~ond •n (Wlu ld:q. 1oM Dub er A.oM&, Tit,. '"'-' 11M..,... 
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--~~--v...... rw.~. I• ,..._ ot K¥to14mlt. .. ~-- au. .. fl\ w '*lid to DM10M1 _, ~ 
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........ idtJ.u.lihll'ft --.biDed \0 111M• ..... ~ ¥111:Uotoll7 ~ 
~~~ tOIIodl .... ..,. ~: tM .. oft~ ..,.. ... ot ~ ~ 

tn~ hNI'f7111Mn ..,. A~M>vt 160,000 ""'-' ~ I• Ot,--r~: 
ta.ttf tt a ...,.....,. lood •bonap • bloc'-' II wltlt.out ,..,.Uy '*-~* 0.....,. w. 
,._ ll..t. ~~oa~l eo.,.,_, ellM Mar.._ ltll'ftllllloOlblna wiUtwW. ero.u.­
blotW t• •IMM .._bot,., No v.dlt rea..ueon. wkb ~..,. ,........,... u.pi. 
~ 0..... ""--'~ Alld,.. ..... a....., .... _, • 
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If•,.,... .. ..W 8111,.-(.a A,_, ad t.1w NtJJ.. o-.w 
II~ liM OOtllplfd pal\ 01 Bello, Md fl' bon .0 totrtr91 \M flU.: 

lhoboUca .nd Ho'fl &d. t...,.. 8~ ..,.IM 11.6'ft 1*'1 .. .,. . ...... 
w'l!*ll ~' U.. '-t. t. tM M~ ..,...... ot Yu.-IDYIA ...... 0 ....... 1k 
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.. ._ AlboolL Tlllo lho IIOIJ&oo oaiWell7 - """ - "' llalo-Bulpr _ ... _,... __ .. 
~~ lho OOW>U7. _..u,. ID lho a-. (lho...,. noiDD wbonlhey 

art o1,11Hr0Uf), \be oati.vt Germa.ol M" beeo wtJ.oomed M Vo't..,etder•1, .STU. 
opedal- admlJUKmloo .ad oohDDio, pullo unllorm. ud urpc!IOIIcJ>I lido 
bt tide with their blood brotben. UallofllMid Otnua. prJ. nre MeG f:D J&o1WJ 
1M2 bt a.o Attta.t.iDe dJplom.a,, dJcc.atlnc prloee Ia •W..C. m.tt.tn p~aoe~. 

Tbu., b7 playing Croat. &8•1nn 8e:rb, Roma.o CatbolJc ap.inlt. Greek Orthodoa 
MOll&» agaiolt. both, and empbulalna a.ll the othet hatrt<J. wblch exist. in pro: 
rtldon, the Axlll baa c·rea.t.«< polltlet.l thAOII. Yet. everywhere Lbe Otnoa.a &ad 
Jt,aUILD annie& are meeting fterc. re~ilt.anoe. 

IL TBI MILITARY SITUATION 

Cont1'Ar7 to the general oplnoln, the tlgbt. aplnel Lbe Of!C\lpyl.n.& forcee it not. 
Lim.hed to the Oet.olk .. nor are tM C.tnlb. •trlctlt •pet.kiDc. MibaDo~'• moo. 
frOca ff:gioD Lo region there a.re mr.ny dleUapkhable variedel ot cuerrilla lo 
Y~vla, mc:»l ol wbom ba.,. only .U&ht. OOtlDt!d.ion with MihailoviO, wbo doea, 
however. provide the core ol ,..t.ance.. 'I'M tollowlna a.re the ebW &~ IUt'lllpiCl 
ia Clfdt:r ol lmportanoe. 

th:MnJ MiAtrilMC• MtA 

(I) Ma.t1y ol OflMn.l Nthallo'¥16't li"'OPP.,.. ~ .. ol the ttaiDed Yupllia• 
ccacript arm.J. 1"he 0eat:ra1 and bJie •taft LraiD recnda from lM ~ 
coordicatlng aod ~Inc volu.atar deu.cbmell.., Md. 'ti'Otkial out a pluaed 
CUDp&ip. ~b.b&Oo•W'• 1-.aft la.eludee V...W, a laW)"U'. autbor, &lid World w., t 
dctr; a.ad Ma.h.iD, an u:-,...,.t oiBetr a.Dd Wb.l\e Ru.WIID~ boQ ol 
whom are reported to be &nd·Commun.Ltt.. Tbe ~ recen' ••ailabLt mtmau. 
ol the forces o1 Mihallovi6 pu\1 \.btm at. 10,000 or lewu. Ooe ol MibaDovW'• 
Mlbordinat.ee-1 Capu.ln JordAn KJmW, CIOmm&Ddl a •lrtu..U, indtpeodfot ann7 In 
the region of Skoplje. Perb&pt DO,OOO moro are ~eauerod tn the othu lfOUJ)II 

with whom Miballovl4 bu CM)ntMt, and whom be oan order to perform ..-lgncd 

iub. 
MibaUovi6 b.itMell b.u report.odly moved bla hudquarWn to Boenla bec&uae 

lbe t.e:rrlble German rate o1 uocuUoN (100 Serbe ror every Oennan) thrtakned 
to e.duminat.c t.be population. Tho guerriUt.t tll!till t.o be threat.ened with ,. 
ammunhJoo abortage for their 7,Q rlftee. Ju .oceptlng a poelt.lon aa Mlnltter o1 
War lo lhe Oovtmmtnt.-ID·Edle~ MlbaUovi6, wbo t..d formerly beeft a nat.Jortal 
hero, allma.ted large lf'O\IPI who are dilg\1lt~ wl\.b t.be abodd7 poth:Jc. d \he 
ailed. ~ Al))ons the ma.cr wmnt eodicUaa report.e., ooe c:~ that. 
Mtbailovi6 ia at ~t ~nc Lbt 4aht lltpiafi the Am to rnor ol the 
lawmal Rru,q:ie wh..h the Commuo- &Dd tb&l he bM rfiiC;bed. a lMk under­
~with Nedite, aod poallb1.t tvtD wl~ OM l...U... 

n. Cot.a. •od P..-
Moot lm ....... l ct lho 1rftc1>1u oull .. .,. tho c...Jb ud lbe -
(2) TbeC...W tm-td.n., w- Waz 1 .... ..,-ctu..dJda&or. 

lhlp ID v.,.-m ...... - b7 lholt -· ~ .._ ,..,. Jot-S 
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OtAt-r Oucrrma Oro.,, 
Flvo mhlOr Jr'OUJ)fl o( guenUI•a deacrve COt•t~lden~oUon • 
(I) ' r hc llaldukt (Mt old Ua.lkan word for outlft.WI!I o1~,.tlns In •mall bandiOf 

three to n\'O men) ara utlvc guclTIUa.t, Including men I"CCIpeotcd In tbetr villll.llet. 
1'hcy ba\'C OJI!erat.«t woat IIUOCtAfully ln Ea..t.trn Serbia, and havo <11t1na3cd or 
put out of oommi1111IOII lodw:tria1 a.nd mino imta.UaUon.~, e.poe:I.AUy tbo Bor eopper 
mine, bnporLAn~ &o Oe.rma.ny'• war eoonomy, 'l'bey b&\'e abo aunk frelcl•tm o. 
the Oauubf., a.nd dttr:loll&bt'd the <krmao.' .-up1,1y buJldlns- In PoUI'I'VM IUid 
Saoederevo-1be lat'-tf, a &.o.-n of 2$,000 pcop]IP ••• .., comp~t.ely bloWD up. 

l2) The ''l'•kolca", a term dating from the Tu:rkiab domtn.tJon. opera~ a...tpb' 
In Centfll.l DahuUa, .a.ld .,..uu .-w cSt.pite •~ul nkb on \'&l'ioUif .,....._, 
lacludiiiJ8pU\.. 

,._~J) Mtmbtn ot the Soko, a p\yaical culture wpnlaadoe, ban ,._. l.llt 
....,.,... Thty .,..... lo ~.,......, Renqo.U.., under tbe -..~~~pol C. 
)litit. • \'I!CtQO orp.ofRr of uodt:'lf'OWKI CQOTf:mtntA ... Awutt t. U. 
f'iM W odci W a.t, e.nd alfedtr ollhe Oppclllitioa. to tbe P~&e~. wkb I be A.J:W. 'n. 
<btoo .,...,_..,. lloldob, liu ob, OU>d Soto-ono .,..., _, ca1lod ~. 
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(4) n. Croa4l&a pMMAl uof'NO <:.d:r.", rapklly btooaaiDc e«tttJ,... -

'""' ...... ----"' oobo<ap- - .. - ~~ . .......... we .....,. foUowert of Ma.60, aDd eoaotntrUe Lbe& batted ap.iftst U.. U1u.IJ 

...... """"""' (5} Tbe SJonal&tl Patriot Arm.1 bN recenU1 launebed etrecdve &t.taelu oo 
1\allU t.roope a.od oo local •t.eel mn.._ 

APPE NDIX II 

RAF DAYTIME HOME OPERATIONS 

M a_y I lO Augutt. 12, 1042 

RAP daylight. operation• thl• eummer lll"f:re cooduded 1111th relatively lim!~ 
objective. h.\ view, and the rMuH• Mhlevtd were eomtt~ot~onrate obly trrilh thefe 
objet:Livt~e* aeoordio& t.o a report ol the Booaomk:t Dlvltloo cl the Oftk:e of&,..... 
UCie Sc:rvloe&. Major bomber optnl.loot wt:N uDdcortaku at oi&bl.. rdlecti111 •t. 
8ntldt bdid t.ba\. Ja.rso«a1e dayliaM raSeS. oo Cenu.D7 a..re 100 CI05tlr for the 
........... .-ed. 

Ala m:uh-. wtaU. auiDI'IOUa dayiJcht at&adl:a ban beta made oa Genrt.aa dtilll 
ud ~ bOl more than 21 pluel wt'N cLpt.•ct.S on aay oae raid. wltb tbe 
lllfCie uotpdoa ot a 4.f·pkne att.Kk on Ou.afl. Da,1tlme 5PU>r &lid bom~ 
•Wft'PI over tht eout ol FJ'a.neo, lloll&nd, aod 9dt'um have employ«<"""""' more 
piulea. largelf in ao unavaUJq l!fl'ort t.o d.raw out Nui ft.sMc:r opp.)li.LiocL Aa 
a(I(!OU.Ql ol RAP day~ aetlYid .. durlnt tho pttiod May I to Au;pft 12, 1942. 
followa: ' 

IMpUfltt Al~ on Tor,t• in O('IM"Y 
I. Tho average. number ot planet dlla .. tehed In dayligbt. bomblag auaeb on 

Gt-rruan towus and eltlea wu 10. TM prlncfp.l l)l•ntt u&ed oo t.-beec rAids were 
lbe t.a.rce. four•motor L&ncuter and f:lt.c.tllnl bombel"'l And r.he • mailer Welling• 
tont, Ua.mpdens. a nd UaiUaxe.. Of the to~l of 160 .or1iee 1 durht& t..be period, 
on.Jy 47 planoe aot.-uAlly •uc.ceeded In 111~tt.hln1 a11d dropplos bombe upon tbe ~­
&igned target. uu. Tbill rMUII. It e•plah1ed largely by nar.htr condit.io.n:r­

Prt.mature return when clouda wt~N DOt. •umd~lly dt:rute t.o provide a6equate 
oovf'r from ground flak lnd failure to lot\lle the target by reuoo of deoee dou<l.t. 
Theore •'tft ai.x plane ouuaJU... repreeendo1 folill peroonL of the tot&~ planet dJII­
I*ebecl, a ~ appros:i:ma~y tbe .amo .,. tNt. esptrieueed. by c.ba RAF ia nlcbt 

bomber opcn.tiooa. 
'J'be maaU number ol planet dbpatc:bed lodbl.N that ~~Xb nidt are coo•iclcred 

to be ol little coore 1bao au~Mooe vaJM. Tbey ..,.. .el•l malaly io ketpiQ& t.bo 
eoemy aa~J'IIt. aod ef•O del.- Ktt"- aedla ~ eoem1 &~been illto 
U• air, Tbe fftdust.rfaJ cWu.p ,..1\.fnJ It tlrtoq.tn to bl ~i'""J.U,tu. 
Wb.iJe dlrect hit. oo lndQWial ob)ted¥el u .. bela c:t.iroed iD .me~ bomb­
q ........,, m poon1 u lmpol...S b7 tbe ....S 10 - tbe boc>bo <Opidlr 
belon t.akJ.ns evu'oa a.tlion ap.IM't. and·alrc.,.h lire. 
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2.. 1'be ooly other RA F dayi.IIM -.ethit1 ol DOte o._ ~ WM Ulal tl 
BriLioh Mooquho .,.._. on.. t-, blab altitude-.... .,,.., ..... ...,.:: 
.Ur oo 111014. oec.ulou and oeftt i.a poupe; of more t.b&a eb:. They .,. ..._ 
frlllr for pbol41r&ph~ rooonll&iesaoce:, and ..,.. r:requeot17 emplo)'t!d to lltlld ': 
damfollll ,.uJ\.tna from bomblna raid~. Tbe MoeqWt.oet ooeuloatJ1r drop~ 
500 pound bombl, UIU&U, 1M to 2 toOl pu plAne. At.t.ad.late IDWf from th ... 
a very low &lt.lt.ude (6Q..100 feet.) or from & cdlins of 2~000 c.o 21,000 feel. hew 

Tbete planet h&vc alto ~puittooed diffieulty ln locat.los U•t Otrma.a otUH 
aalgned. ln.eul'ftcknt. ctoud oovcr, flgbter oppoeltion, and t.acbnlc.! dltBcu.ldH 
havo been tho chief opera Uonal obetAclee enoounterod. Seve-nty-th•e pllllft we,. 
dlllpatebed during tbe period May 1 t.o Augutt. 12. Of lhG~Mt, eovon are m!.illl&. 
maklna a eMual\y rAte of more tha n ojne percent.. 

OoyligM &r.tbi"' of Pronu, Bdgifllm, eM H~ond 

a. One ot d~ principal da..)'thne a.ctJvitiee of &he R.AF b• beeo tbt bomblncoc 
objeodve. In Oeeupled J.'ran~. Be1gium, and Holland. The pl&ne employed a 
tbete at.lloc:ktlt the Dott.on (Amerieao· buJJt. Dougl.&a A- 20), a tPMdy, &•fD-tac~• 
attack bomber. Tbe th&llow peaetra'Uoo oo Ulele r&kl.l ptrml\f &ISP,ttr 110011\ 
wblc.b b.M bteo hopou:Lble oa the loac;odiet&JK~e m..laDont to o.n.......,. n. 
Boeiool are d5tp6t.ehed f:D poll~J' ot a or 12, and a.re tJ.w.,. a.ecocDpe.oled by .. 
eeoon ot8plt8rtl. Tbil flliCOC1 bM v-aried in me from M&o 204 pau.. 

Ia C.ODUNt ~ '~ ..... Or bllt~ bombln& ftratq,J of \he Dla'l at~ ~ 
-- do p- bombio& opioat ~lie mWt&FJ of IDduo<NI ..._ 1o 
occupied teniUIQ'. T)<pW$1 ob)ta.ives ue: tbe aJtdrome a\ Abbewllll. \1M; poww 
•t.atlool at Ul~ and O.und, a para.chutc ra.ewzy a \ Oalab, de ov ... at z., 
bruae. the Mllllir- radio and e•trie •orlc:s &t. Elndbo\'en, tbe raUIOid ....UO. 
and rardl at. Uoulocne and S~ Omer, &nd tbe doc:U a\ Rottvd&m, Dunt itt, 
Flu.elllfll, and St.. M&lo. The a\tae:U are e&.rrie<l ou\ clther at a mlnlmnm altiUidt 
of 50-200 ftwlt.. or, more frequently, a t. • level ol be&••een 8.000 and 14,000 f& 
Wb.t!n cloud oondltJont are fa,•orab1e, the pilota generally elahn t.o hut eblen'fd 
thtlr hlu.. The eu11toma ry bomb load t. four 600.1b. borobt: lnoendiarle. art 
rarcly employed. 

Ooetona wtro dlepatehcd on an a verage o( 11 dare t'a.cb rnontJ1, a nd we.ro •bo 
bampc.rcd by h1..11ufficlont cloud cover. In tho medium a lt itude auaeklt aat.I-Air• 
crah tlrt, rather than tlgbter oppoei\ion, appeal"' \0 hAve been lbt c:hler oa\MII ~ 
e,.,u,.htt.. Of -tOt Oo.t.Ont .Siepatehed during tbc period, only nine weN mllllq. 
Tbi.t low c:uualty rate. 2Y4 percent.. was Increased eomowba t. b7 lo.~t amoc1 tilt 
O!ICOrl ot 8phftrtt. 

4. Tbe Uurrit&M bomber (a oooverted &s btu p&a.nt) It aWo UMCl (Of' daJl!P' 
auaelu •lnt.llar In naha,. to tboee at the BottoM. Tbe Uurrteaa. fl.t whl • 
&Jbter etrOOr\ ap.IMt 1htpplna. raitro.d and iodca&Uial ~~ 1.04 alrdrom- • 
Fr&Mt, BtWuoa. a nd Jtoll&tld. h II P<*fb .. ~bat ODe ot U.. tul• ebJee11 tl 
,,_. bom~ns ~ u well .. ollhe 10rtielt ot Botw-. il to briQila\0 _.., 
the._, &pttr KretD loeated In the Weai. Sevu.ty..U ptaa. ftte ca.p.wW. 
ol wbJ,tb fit\*tD (or nh .. per Cftlt) were*'-
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,.,..,. _,_ a-kr• 

~ ne Bntiab l!pllfireo ...,.. kepl .. u,. io P"'~ ......n. few tbo -
ud narrk:&De bombers, enpPq In ht.tullna and dlftf'lloDai'Y operation~ iD 
rr.tt« and In fts.ht.U •~PI a.et011 the Cha.nnd. Niody· three Spi\Arel wt'f'CI 
~ott in 'providinl etOOtia for bomber mt.loN &nd In dh·c.nioo.a.ry operatiou ct. 
tlped to drat!' eoe.my fl&h\61 away from lhe prinelpal~t~eM or attack. Thll 
filuR repf'C!IICn\41 rOUAhly two petftn\ of the A\lmbtr of 10f'tiN oo tbeee opera t iona. 

fifty«ven enemy Gsbter planN were dt'lltroyed, 27 prob&bty dort.royed, a od 
11 0tt1e:rs damaged. Pollowlns tbo oon.ervatlve pl"'CC!dure of conaideriog u kle'l 
Ml percent of planet roportod M probably dNtroyed, Gtrroan loteoe wero 71 
plaoot. On thla ba~~ia, tho rallo bet•·eon Orltlth and Oermao eaaualUee wu '": I. In the event. thataomo of 'he d•macod pl&nN raiLed to return Nlely to 
tbeir ba8Ctl tho German 10MOIJ would bet c:rorreepondlnaty hlgher. 

"l'1lff!!C 6gum., however, do not proV'Ide a basi• for Cltabliahios t.be rel&tivo Mertt.a 
ot ibe Britieh and Ge.rmao ftshter a•lane~. The aU.&eb ot NuJ plaoes •tm 
frequectly directed apin1t the bombtrt r&\htr than their t'tCOri, t.lld aa\.i-a.ltt.raf\ 
6n 111&1 bave aecount.ed for aomt of tbt RAP plane cuuaJtlM. Tbe Oenua 
pl&oH, ~btla, c.loee t.o \belt buM. are alto at a db:ti:ftd &.adical advao\Ap. 

t;,ltln s~,. Aa.., tAc Clwa•IWI 
6. [a aiDe &ghter 8-ef:PI ov-tf O«Upltd Ufritory, more t.bao 1,000 s.,lt6.tN wtrre 

.,.,,tobed Tbe puf'I)OIM ot ... ~ llailar to that ci801De ollbo bomblq 
~ .,.. t.o clraw ou'- \.M Nul 8a.h* pl.a.DeL "!'be RAP wu a.ppuea\1.1 
YiJ!iQS to enhanp p\aot -... whh lbe Germani.. Ia the laU'ftlaY ol redddas tbe 
tDtlriY figbt.er a.t.ren«tb Ia the Well. 0ti'IUD &irrrah., however, nrs ttl~\ 
.. tnpr«.e io oombat. lne-u.d, Ct.rmaa ft.cM.u buM were wit~ra..-a lalt.Dd from 
the Freoeh OOMt., obllglos t.bt 1\A P fl,ghtA!r plaMII to 1'11 &re&ter di&tui«!L 

Ia lhe di.ree' oon'l~&f be\wtotn Urltllh and 0crmAD fl£,bter plan~ during 
lighter ~··cepe 10 Spltfil"'.W were ltiH>t down, and 20 Pock~ WuU I DO'• .,,,.., d&­
tttOyed. Tbj~n F. W. 190'• ancl Mo. 109'• were prob• b1y destroyod, • nd 10 
dama,ged. Following the prOOOduro .:lvcn above, the ratio between HAP and 
OAF cuualtles ie K to 1. Th .. ratio dUI'en markedly f rom t.hsn on OICOr\ 
opcrl\ioot.. •r hc RAf' IO!IliCil were only 0"0 peroenL of SJiilfil'flS dcepalcbed. 

.• 
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Troill •~ R .. d, 

'two traJIII c"* the Owt:n Stanley R&nge nortbea." ot N'ew Oulot& (Me ma,). 
Jal)a.Qtte lrool)l to far appear to have uaed ooJy the trail whleh cro.tet tbeulo 
ranse ac. the Oap (0,170 feet. above eea-level) and dt.en drop1 to Eto11 (ebo~o~t UOO 
Ieee.). Travcrtlns ridgos and atreems, tbc trail drope to Nt.oro (2.,180 (~). 
lorlbAiwa (2,70$1ttt.) , aud Sogerl (1,400 feet) , t.a.ch a nAtlvo vlllaso. OraDGb.lllf 
otr from 'he Ouna.Kolcoda Lrall, however, is an alternat.o track wMol1 etOIIMII the 
r&ttJI.C about.. 3-' mil~ .outbeuc. ot 1 he Osp O''er a pau about 0,000 (eec. hltb. &~~d 
Joina the m-'n trail at 8oRttl. From Sogerl tbc trafl oontinue~ to Itoun (Rt~na) 
Pallt, ••here It Joln11 A motor tOild w Port MoN~Rby (21 rollee). 

Tho Ibn 11eetlon or the road from Rouoa F..U. wincb rather ltetPlT*•tbt 
LAk>ld Oorge. and In 1040 It 11.'&4 lor the moe:t pan only wid& eoough ((W on..ray 
trat!le, Prom S.ps,hJre Cnlelc (whteh brancbel off the Lalokl River Jutt MIJ ol 
Rouna Fa.Ue). a two-way ro&d turnaaouth..- ae:roe. 1-.lrty open bUiy 0011111\1'7 tt 
n~« Port. Mor.byfrom the eMt.. Abou\. four mllee ~or Pon MOI"ttbt. IMitl 

Klla Klta. the rotld IMM* tbe Port Morftby airdrome tbe mala .trbMt 5o U.. ..... . 
n. r-.,,... M....., 

P0r1 Mombr lutll S. lituat.td l&rply Oll a promorttOry whkh fDNN \M _.. 
thore ol F'Aitfu llt.rbor. The toWb. dlv1dee ita &.wo pa.ru-Orant'Dit W• .-1 
Orarwme f.;ut. Ttt. bulldinc• are laJSt!IY pereMd on hiU tlopa.. ... buDditll IP'OI 

28 

• a& • pd!liwa. n. tOWD blelvcte. Oo'l'enu:Dtat ~ bCIIpiull., boteal. 
:_.. • Ubrto1'1. wnnts eoun... • raoe cou,., and ot.btr llpOf'\l fedliti8. But all 
ci,.iJiaDS otW tba.1l ma..&. ot aUUt617 -.. •• ,. encu.awd br mili~&~Y order ea.riJ' 
i• ~ year, 10 lh&&. t.he town Lt now •boUt a pn;.oa ~· (E,·ea civU;ao 
Go«~"" of6cl&la. lncJudlnc tM Admlnt.trator, wre Included In tbe ordtr. 
1'bc Terrltoriel or f'apua and New Oulnea . ,. now adminillkOO u a u.ait by the 
m.iliL~-1'1 a 1.nhoritiet under martial law.) The waterff'Oflt. area or Jhe Port hat 
bfe:P tbe principal IAl'JCl for Japan ... bombf.n, IU fac:Oitletl indude a malA 
Govemmen\. wharf, which WM enlaraccd and Improved by dredBing thortly hf<tore 
tbc ....,, and l.wo •ma.ller wb"rve.a. 

In the defense of Port. ~loretby, Jhe Hturl~y of the Lalold Ri\'er will be of 
unutual lmport.ar1Ce. The waW!r •upfJ1y or Pori. Moreeby bu alway. ~en a 
.eri0111 problem, and jut:t. btforo the ••r a pumplnx and pipeline ayet.em w .. 
cornplet.ed to bring water from tht l.alokl About 10 mJiee to the Jo••n reeervolr. 
A former ra.in cau.hmeot., located on a bill abo,·e the town, wa.t reoently dll· 

111a1uled. presumably bee&ullt lt. tormod an unduly prominent landmark In war 
c•- J...oee ot the Lalokl I'Uver wat.erworke would be "·uy JleriOUJ lo eue of a 
prolong.ed ~e. 

ArH1 FI4JtliAf P..,. .Vfllft"'l 

u J~ open.tiool ..,. ln~W. two AlfiM lh.hkiftc: Port ~forabr will 
... bc.Jeee; come into promiDtnea. To the eouta...&. il Ule Rlso Diariel around 
tbe J\"mp Wt!lm River. Tbe J...,.. uo fftdt tbe hNd.....Wrw ol t.h» river by 
n r of tbe .J~nu.l.lvo ~ ft0m d.- Buu .we. &lrMd..tltlt'OlloDtd. Tbt7 mi&Jn 
\lao follow a bnnth u•ll dowo to the cout a1. Rf«o witb UN purpc»e olacrikina 
ftlll from there u the same Ume thatlhey utd lbe more direct ap~ lhroup 
~- In tbe Rlgo a.tta, u e..._bert aiont the toUth OCJMt ol Papua. there are 
a few eotll.IMTCial pl&ntattoM (coecmut and rubber) &Ad 10111e miMioo •u.Uona. 
'f'bt R1a.o area aJao hM lOme partiAlly upJohtd m&niJ&ne.e dtpoaite. Tbll Iilii ... 
lioo a.ccount.a tor the tralle from JUso to l'ort Morttby aero. the hiUa from Boot-· 
ltM lokt. There It: no conUnuou• uall t.YftAIUI elaewbtre along tbis eoaat. 

1t. t10cond area or .or-ne ttratet~;to hnporta.11ee 111 the Yule rfl1on nortb11.'K~ of 
Pon Moresby. The prineiJ>AI t~ettlcment 11411'9 le Kalruku, on Yule Island. On 
tbe adjacent. mainland a mule trail, tOinCLime~ eallctlthe .. Yule Road, ' ' 11trlkH 
lulii.Qd for more than 120 m!101. The trail w.u built by Fttneb Oatbollc Fa~hcnl 
to open UJJ mlfjton atadontln vUIAgtl hl&h up 011 the Jntt~rlor plateaus and alope~J. 
h b posaible chat the JaJ)IUW!M 1na)' try to ttaeh chi~ t.raJI from Kokoda •ta the 
Mambare Rlvu headwaten, and tben()O penetrate to tbe touih oout.. They 
might. &leo try to make dltelr way overland Aoef'OM vtry nagged eount.rY from Yodda 
to the Va.napa Rh•r:r t.raU, In order to a.ppra..cb Port. Moreeb1 from tbe oortbw~ 

29 
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Information rece ived up to 7 A. M. , 23rd September, 1942 

NORTH!!BN V!AT:GR§ . The convoy which arrived at ARClWl~ 
~ . 

. ,n 21st was unsuccessfully attacked that day by JU 88• s , The home-

wt>rd bound convoy ?f 18 ships from ARCHANGEL has been attacked by 

11 - b~atD and shadowed by aircraft, Three ships are reported s unk. 

" , !>llLz:Al!X 

m!P.§.a . Fierce fighting continues in STALINGRAD as 

well e.s Russian attacks i n thfl Northern and Central sectt~rs and at 

VORONJ\ZK , 

3 • .UR~ 

~STERN FRONT. 22nd, Bos t ons , of which 2 are mi~sing, 

obtained hits on 6 power stations in Norther n FRAliCE, Mosquitos 

atta:ked ir?n and steel works at I JliUIDEN , On; d pitfire lost off 

BREST and a JU 88 destroyed by U.S .A .A .F . Spitf.ires off S:SLS::Y BILL. 

6 enemy aircraft crossed the south coast, some damage and casualties 

being caused at RYE , 

liQm, 20th/21st , TOBRUK HARBOUR and a l anding 

&round ncar EL DABA were bombed, 

4 - ~\!. 

~. Our forces have been operating from KUFRA 

against JALO (GIALO) Oasis and towar ds BENGHAZI . They are now being 

withdrawn, No detaUs are available but losses are believed Slllllll , 
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Ol'li.L No. m 

Information re9oiyed up t.o 7 A.ll., U~h SoptODbor, 1942, 

Attacks on t rAde. Lossee 1n Rueeisn convoy alroo.dy reported. Be­

~"""" 19 and 22 Septoebor io ohipo oero reoorted t.orpodoed , 1ncludtn& 2 bolot.ed 

rapor te. One Brlt.i•b and one llonregi&n ah1p 1n t.M tlinf'OUNOUND ..,...,, one Brit.iah 

1n Woat.em At.lantlc, one British, J U.S. and one Spaoith ln tM 1'RDIIDAD lll"'Q
1 

one 

1n tbo P1Ul:.~ &I'M, one llritioh 1n U.. !lOLl' OF AD!ll. Folloo 1ni ban 

t"kehtld port, ono Brlt.ieh ahlp report.~ torpedoed 1n outftrd convor 1n CULF or sr. 

LA~C~ and ono Dutch ship previously repor~ t.orpodoed 1n 1RIJUDAD """"· One 

Gretk I hlp hAl been ovorduo at ~CO M.A.R::Wfa elnce lJ flept.gber. 

2. III~UARX 

MADAGASCAR. On 2Jrd, ·fAliANARIVR wtto OCCU(1iod b)' East Atl"ican 

t.roope, oupportod by South African £l"QQ\U"ta cars and 8rit.iah artiller;, choorOtt up 

by pop.Ll&c~ on ontcy . Ctlrrlaotus ot ANVJ\IBA and IVATO ourrtndored uncondltlona.Uy. 

PAt.rola Mve occupied AN1'SOKIHY. 

~· !.i~t.l.e ch:lni• at SrALIJIGIW), On niJht 17/!B, Runions 

earriod wt. r '-ld acroao MOtoYSKI GUt.F, 'Seat of JCOU. BAJ, and deatroyed a twabor of 

fort.1t1ed potlUons betor• v1tbdra'W1.n£. i'bere ba.,. boen t'urtb"r Ruula.n att.&cka 

1n t.he Nortbtrn aector and at Vor-afZZH. 

~IR OPWTIQ!!S 

WEST~ fRCJfl'. 2)/24 . Air craft. woro doupt.tchod - Wls.!AR 63 , Dom1or 

factory nort.hwoat ot riiSM.AR 20, FL.l'~SBURO Shlpbuill.ling Yarde 28 t VfXil:tiACK ShiJ~ 

building Yardo 24, eoa mining 23, ohipp1ng 13 . Diroc.t. hite aado on s hi ps of 6, 000 

&nd 4 ,000 t.ona and a.nothor .4,000 ton s hip bellevod hit. l2 bombort aiscinc. Pr e­

li.minary Nporte ind.icate WMthor conditione untavourablo . ? OT\OIIf a.ircraft over-

"""" 1n lORKSHIRl aroa. On' ahot """"· Duoaco nocllftblo. 

~· 21/22 . )8 boclbore att.ckod on.., Lan<Un~ .....,...,. ot il. DAa\. 

Ll£)lt 22/2), U.a •• • ""i F. A.F. Liborot.ore boabod lldlGHAZI HARBOUR and hH - ahi;>e. 

• 
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COPY 110. 3 

Follow.t.n.g b aupill.--.nt.a.r"J roa\IM of opttr.u. ton..u. ~t.:; eoY"<~rin.J 
t.M poriod 17t.b t.o 24th Sept.eabor, 194<. 

l. NAVAl, 

Ot the tT.elvo ships lost out or tho r.ccnt. convoy t.o i\IJS::a1.. six 
lr'Ol'O U. S., threo Brit.hh, two Russian and one t'•Munt.&u. Out. or tho convoy Just 
rcturnod trom RUSSU ono destroyer, one Din·•-naopor ond flvc Llht)JO wore sunk by u­
bont.e . It 18 bolil)vod th&t. SCHARUHOnst ia now worklnB UJl and tho crulaur tJRlUZ 
UJCDf wlth " new atom fitted is ready for trinlo - both eh.lpt a~ 1n t.hc B:.LUC. 
Elri Uah eubalar1noa in tho MriDitERRANE.AN h&vo roportod in thu lGet r.ook o1nking t':fo 
thlpe Of S,OOO tone, t."-'0 of 3,000 tona, ono of 2,000 tontl , W\Ottwr GDUll .-ot'chant 
Bhip cmd fou.r achoonera. tho oight inch aruiaor OOLZ/~0 ho.c arrived at NAJ"t..EC 1rith 
daanso t.o tht at.arbottrd :aide ext.ending t roca tho U1lpor dock to tho watorlino and .,ith 
ono tunnel dieplacod. 'fhe two CAVOOR cll'lsa bo.tUoahipa \rQ~ oxorcb1nJ during the 
.. eolr. and have now ret.urnod to 1'ARAll1'0 . 'Thoro ne a.n inorct~eo d.u.ring t.he w~k ot 
olrbott. lOO per c•nt in tho t r affic to NORTH A11UCA ani! !in incrcaaaod uso of rfi.IPOLI 
( L) haa "-on noW<! . 

Sul;qll!.rlna•rarrare. Ninety O·boat.a aro tlt.l.e&t.ad t.o bG- o.,.:r:~~ • 
in t.ho .AfLIJttiC. rhoir activity"'" still concent.ra.W4 4&t-in11. convoys 1n Nortb 
.uu.nuc and 1n n:tllfli)I.J)...Sout.h umcan Cout c:!'Of\. 

•••k tnd.1.ng 2/.th S.:t"?teabcr. Sl.x att.ocka b'J BrltJah au.rtae.: crart., 
elev,en by Br-it.iah airoratt., at least on., of onch kind proaiotn.e. 'l'hcae rt(UN!.s ex· 
cludo opentiona covor1.nc RwJaLM convoys. rou:r nl'O&laLnc ro.t.t.ackcs by u.s. surface 
fl.nd alrcntt in eaao periocl. 

"oek cndini ?.Oth Septoabor. 51xLy ntt.aclco by U.S. eu.rfaco and 
a.lrcrntt in &U. . ProvhlOMl figureo for tho wtok onding ;!Oth S.tptubor brivc tw,ol''"' 
8h1pe IW'IK by u .. boat, olovon of th~ in tho Atlantic. 'f'wo RuasiM oubmtlrinor. 
boon oporating 1n tho OUJ.F OF Jl()fi!IIIA <1Z)d h-J 12th S >ptombor hAd elaimud t•o n''"'""•• 
onips Bunk &nd poetlibly {l third . 

Trado , Fivo ocean convoyo totolline 139 chips nrrivOO in tho Unitod. 
K1n£dom t.•ithout. lou. thro~ outward bound eonvoya rooohod t'hoir dot.t1.n~tions without 
losB . laporte lnt.o the Uni t.od Kingdoa in convoy tor tho vook ~ding 19th - 910,000 
t.ona includinc 239,000 tons of' oil. 

2. liiL!fARX 

~· Activit.; on the .:lin tron~ n1 op1.n contin«< to p.lt.roU on 
ht.h eldte. OUr Doe..rt. Forcoa earriod out. su.ccoaetul o~ntJoao SCM) ail~a OCbind 
·~·· front. B:.NG.KAU and B.;RC£ were raidod over U\trt.y a l..rcr&.tt bJi.Da d.arceed or 

• .. :-l.royod on tho cround wbll.) ot.hcra •ore :thoc. d011n by our &Uackin( t.roopa. J.U.O 
" : $ now al10 t.eaporaril,y occu~Uod. Ut.bou.gb our rorcoa "ho hl•o now ret.urntd to 

'·lf?.A autt•rtd lOCH caa-ualtteo 1n par501'U'1o1 a.nd vehlcloa th• caaualtios 1nflletod OJl 

•• ~ •n"f were auch heavior and 1n eddit.ion liMY dump& or llall\ltlltion rend supplies 
:. destrorwct . 

fAR US!. CllllU.. Fighting around KWHII'A conUnuinc. 

Thoro aro nO'I: b.JU..lved to bo 179 0 •rM.n D1viu.1onG on tho Ruas1U2 
, · ,.,, • )4 ln F'RANO& and tho Lorr Countries end 8 i n Fl tU./JID, lnolud.ing the KtrJC.UfES 

o:. of NORWAY. 

. AIR OP£RATIONS 

"'&sTtW fRQUf. Night boalb1ns could onlt bo dono on t.wo nights . 
J.P:H, SAARST\UCXGI, 'f.ISMAR and ~SOORG wero tho aain obJoc\.hoo. Coaat.a.l COa=and 
=~t ou.t 242 eor\.111 on ant.i-(J-boo.t. opc.nt.lona aup3nt.od by ) 8 .ortiea ot BoGbor 
·.....r.~..\nd on BlSCAI pat.rol.a. It. 1a estiJiatAd. tl\e.t about. 18,0(X) tona or f!!nn;J sh1~~1r.a 
-. • 8W\k or .. riOWtly dMa.pd .tn bc:8e wat.cr1 b7 our &l.rentt dW'"l.nC the •>ek. A 
to""l ot 446 aL.n•• ••n l&.lcl tor tba loss of l' alrorott 1ft opert.Uons ~leb .x"t.ended 
,, !a:r eut aa lCiiiCSBZRG. In t.bo JliDM,.:: ZASr our •tK<n concGGt.ratAd M-inlY upon 
.:'l.f!W/ harboura &lid lhiP?i.n.c• 1"0Eic''l JX n.a boa•Ur att.eckod on Cl•• nlcflts, & larp 
•hl.~ " ' eoa,>lot4lf doatroyod by - in JkliGRAZI IWUJQUI\. H..,"Y attaw wera aloo 
ad• on .,._,. lancUnc a:round•· lnC~C~¥ shippinc C'C tbt Atrtcan auppl.J .rouW was con­
st....ntl)' he.ra.ea~ 1ft the IOOIAN SSA. by our aircn.ft, aa \."tll aa in tbe Tieinlty of the 

Atrlco.n Coaat. At ltiM.Jt. rour ships wan hit.. 
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~· Ru111M boooboro a~t.okod &el'<>d"-8 in Nor\luom NOBIIA!, 
troop• and c:ommun1c&t.1ona in tho S·l'ALINCRAD aeo~r, troope, aorodroeoo and tho Tmat 
Bridao• on tho CAUCASUS rron~ Md onaaay ahippins in tho BLAC~ SEA Port. 11M in tho 
CIUIIU. 'fho main Axil ac\1rlty n a on tluo STALIIIORAD Fra>t apillo~ rau ... 1 ·-­
utlona, t\tal du:ap1 and oil t&nkere on t.h• VOLGA. 'l'heir Air f'oro.e &110 opo·rated 
tairl,y •t.ronc17 ap.Wt. euppl.J depote, ••J"'droM.• and raU11a11 1A tM •orthom, 
Ctntnl aDd Cauca!'U.t s actora. 

PUSSELJ)ORJI'. Photographtl llt.h fl.nd 12th cov(lr t.htt whole city and 
nhow over 100 acres dovaot6tod in the eont.r&. Induetrial dam&go ie honvy, &t loaat 
)0 tactoriea or 1nduttr-1al Pt'ilmiaoa haviniJ bton hit, Nearly aovon acroa or tho ae.in 
buildlnaa ot a ateel tube t act.ory are wrockoct. 'rhoao worb had tLlrMdy been dnaased 
ILftCl repairs wore 1n proc.raea. At a. aachino \.ool. tactor-.1 a.lrecltl7 d.aacod and undo.r 
ropalr about b&lt an ac ... or ahtda 11 burnt out. tight bl1l.d.1np or a.n iron tOI.lDCby 
are d .. t.rorod ODd ~breo 110re bo<f4 duspd. A taoto,.,. MllJl& 1noulatin& a>Wrlal.o 
l8 U.Oet eatiroly d.eat.Z"'J'o4 &Dd a ch.caical ~rt.• roc3hod a d.iroot hit on ~ coin 
otnacture. 'l'bo u.1n ....Uway au~ion had • d1roc~ hlt ov1dently troa a iarr;o --.. 
1'h .. r• la also dnmaco a\. t.wo othor stationa, uona rol.l.1rt.g stock 1n a good.a yard 

( to t.h:) percanent way at an S.porte.nt junction. 'Tho total aro11 or dootruction in 
......, rocont &ttackl apart. troa holatod incldunt.o le about JSO a o.roo. 

JllllS!IOR!j. AddiUOII4l d'""'g• shown by (>l>otosrcphe lOth include• a larco building burnt out •nt1roly in a tao tort aa,ldna iron a.nd blcyolll, rwr or 
bu.lldinc• of a tobacco t.ct.ory b.l:rnt, t.h.roe or four butld1nca or a 8Mll chemical 
•orkl bad!¥ dusgod by tire ODd wronwop otbor induot.rlal bulldinp de1troyod or 
daMp<!. It 1a reponed that at t.bo railway ..._ N psir ahopo in opiu ot U bau:r 
aM/t.a 68 ft&Oil8 COM 1n tor r 1palr nery )0 Mnt. wt. 

~ . OI'!'JU1lONAL AI!lQRAEt BATTLE CASUAL1Ial 

Mt.'TR>POLITAI! M!M 

Boa bora 
Fish tore 
Coutal 
A:nq Cc>-Opora uon 

Tot.al 

In the Air 

)5 
6 
4 

J._ 
J,6 

Boll bora 
Fishtora 
Lllnallaneous 

Tot.i 

MIDDL!l EAST 
(lncludln& IIALTA) 

l!Rl"fiSK AI!D A!.Ll!!J) 

In tho Air 

tloalboro ) 
.,..l,ht•re 8 
1t.hora -1.. 

Bollb.ra 
tichtora 
Miacol.lAJ\ooua 

.il!.!2!t 
Prob. 

!!!! . l!U!u. Dar.aged 

6 2 7 
) 1111 2 

..l.. ..1!!l.. ..l.. 
10 2 lO 

~ 
O.lt. t'Tob. _,od P;ulu. __ 

Nil Nil 2 
8 8 15 

_L_ Jl1l_ .J._ 
Tot.i 12 Tot.i 12 8 20 

nu ... pilow .,.. we. AMnd.-nt -k ...Sin& 17tll So~t,.bor. 
Doleto 4 enooq boooberl pro'>abiy doo­
tt'O)'od • Add 4 dll t.rorod • 

llot.oa 

·w sp;U!U1'X 

!CO flCOOW'lt 1a taken of WIOII)' aircraft dOD\.1'07~ Ofl 
tho vound. in &nf t.hMtro or of 8r1t·1Ph nan.l air­
Orftft caaualtioa. 

EIU•t..d o1Y1.l.i.l.ft caO'\il.lt.ioe tor tbJ • M k ... nd.l.DC 6 A.M., 21rd. 
Ullod )), aoriOO>IlJ' -od 49. 
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COMMANO~R ~AST~RN S~A ,.RONTI~R 
80 CHUIIIICH STREET 

NE.W YO"K 

PERSOIIAL & CONFIDENTIAL 

September 24, 1942 . 

Wy dear Mr. Secretary: 

I have inquired about the LEEDSTOII, regard-
- inc which you phoned me this afternoon. 

l"-"" ~-·""'' I find that she was formerly t he SAIITA 
LUCIA of the Grace Line and was ori ginally used as 
an Army Transport. About a month ago she was taken 
over by the Navy and sent to the Ti etjen and Lang 
Company here in Brooklyn for overhaul and conver­
sion to fit her for a combat loaded transport . I 
under a tand further the.t the work was rushed on her 
and she cume out or t he Tietjen and Long Yard last 
Monday and tied up at Pier 12 Staten Island. 

She is commanded by Lieutenant (;ommender 
Cook, Merchant Marine Reserve , with a Navy crew on 
board. She has just been assigned to Transport 
Division Eleven of the Amphibious Foree or the u.s. 
Atlantio Fleet . I have Just discuased the matter 
with Captain Edgar , u.s. !levy, who is in eoomand 
or Transport Division Eleven, which includes the 
LEEDSTON . He has reported to me that as this ship 
just came out of overhaul last WOnday she was dirty 
and disarranged, that the officers and crow are 
doinc everything possible to clean her up and make 
her ready for service . As I stated to you over the 
phone, she is not under my juriadiet1on but has 
been recently assigned to the Amphibious Foree or 
the u.s. Atlantic Fleet . 

I have reported this matter a few minutes 
ogo to the Commander in Chief , u.s. Fleet and I am 

- l -
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COMMANDER EASTERN S EA ,.RO NTI ER 
8 0 C H U R CH STREET 

NE.'W YOIIt K 

PERSONAL & CONr'IDENTIAL 

sure that every ef f ort wi l l be made to got this 
sh1p clean and in conditi on as soon as possible . 

With assurances of my hi6h regard, I am, 

Very reepectfully yours , 

The Honorable Henry Morgenthau, Jr. , 
Secretary of the Treasury, 
Washington, D. C. 

- 2 -
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