
Joolt 071 

.. 

Regraded Unclassified



-.a.-

~rplaa .. 
~ ..... .,, .... ,-... -* .... lac ...... "" aa. 1N2 -

lr1,1ob .l1l' O~oo1oa r1p0rt- t/11/62 ...••••••.•.. 
Jppo1at•-'• aa4 ... ~t1oao . 

Botlolt~r, '11111u !.: DootcDat.t .a. .. ht•t to 
0.411' h01'1\al'7 ot !1'.......,. - jUt1 of Ol'ller -
t/8&/42 . .... 0 0 •••••••• 0 0 0 0 ••• 0. 0 . 0 ••• 0 0 0 0 ••• 0 •• 0 •• 0. 

- ll -

laraoo, '11111u !. 
leo DeferaeDto, M111\&1'7 

ll&IUIT, 'I,B,P. - a .... A4alral, llll'e&U of 11"7 Or4Aallce 
01 nl War correopOD4 .. ce l lftl t o IDIJr - 8/Z/ 11.2 •• ••.•• 

lluolaett Ooa41\1oa• 
But -raa4• oa oituaUoa, .,.. I041q 

lept ... er 26, 1N2 - 9/28/ 42 •••.••.••••.•••••.•••.•• 

- 0-

c...,,, Mlllt&r.r 
~1~ fao111t1•• 41ocuote4 •r tr .. ...., croup -

8/26/ 42 ................................. .. .... ..... . 
a) IDIJr cc~lalao of olowa••• to llell •. . •.• .••..•. 

Oaaa4a 
Ill Lta4-LI&It 

Ch1aa 
Wt1 !ao-1~ (a.., -'allaoaa4er to Unl\14 1\at .. ): "Who' 1 

Who" br Botl1ch- 9/28/42 .•• ••.•• . •••.•••••••.•. .... 
Coa,ren of ln4attr1al Or .... laaUolll 

811 l1111DCI.ac, Go.....,....,, W.r laY1~ Boa4t 
• • ......... 111011 . 

Oorreopoa4••• 
Mro . lor~'• .. 11 report- 9/ 36/42 .••••..•••••••.••• 

Curreaq 
••• Ocaup1e4 !err1\or1•• 

- ll -

Dofaraeato, MUitar.r 

llook ,.,. 

672 •• 
67 

18 

• 

276 

72 

Moore (Joel P.) , M111er (Bo,art !.), Balaeo (Baar.r L.), 
lara•• ( '11111 .. !,), eD4 11b1er (W. Leol1e) 41ecuooe4-
V/11/42......... . ..... ... .. ........... . .... . ....... ... 1M 

Dl}l1oaaUo PO}lelb .. - ._1i7 of 
IH ltah illpal'\8111\ 

- r-

l1111D01~. Oo·--' 
OoYe,....., 11011r1U .. - reo•• ~· 1a pr1o .. eD4 

7111411 M~ - .... aa.- t/26/42................ .. 61 
llalter, DaYh L., Jr.: .. e •4aUolll tor Ootohr 1N2-

•I• J•a......... ... ....... ........................... 219 
Octa•er n .. cl..q - Buo _.._., ... - 8/28/42.. ..... ... 221 

Regraded Unclassified



- ~ - (Ooe\la..&) 

rluaolac, cao.-•• (OoeUnu4) 
liar rlUDc lDC: 

leo aloo look Hi 
Collfor•oo; proo•t: IDIJr, It-t, llarr•, .Ball, 

JloQCb, aa4 Wb1t•- 9/11/43 .•.• . •••••.•.•••••••..•• 
a ) Probl• cleoorlblll 'b7 .Iolli .Uoot hiD'OJ' 

borrowiac o•or a porlo<l of 4 or 8 71D1'1 woal4 
ha•• on boaklDC orot•l ottoot hac• iatoroot 
bul'4on woul4 haYI on Unlto<l 8\atoo budcot : 
pooolblo otopo to rol1..,o budcot ot iDtoroo\ 
~4oo to ooao oxtont 

Joint War Staff alklll tor aoo lo\oooo 1a ootiaattac 
fu\VI DIMI - 9/ill8/ 42 •.... • .• • • · • • • .••••........ . 

Var h•lDC• .lone! o: 
Pqroll 8a•1aco Plao: 

Ualto4 Statio Cllaabor ot Co•oroo, Coacrooo ot 
In4uotrlal Or&*lliaaUoAo, .&aorlc&Jl ~o<loraUoa ot 
Lallor, JaUoaal .Uooc laUoa ot llallutac\uroro, 
.Bail~ Labor ~ocu\1Yoo 1 .Uooc1a t1oa, 
.Uooc1atloa ot Allorlc&Jl llallroo<lo - ropor\ on 
opoaoorlll aootlJI«O ci•oo 117 1'roaov.rr - 9/25/42 . • 

ADalro1o ot ospoouro to- i/25/42 . •• •••••••••••• .• 
War Dopartaont aoto<l concoralac <lolq 1a 4ol1YOJ'7 

ot boa4o to ool<liero - 9/25/42 .................. .. 
Saloo report - 9/25/42 ........................... .. . 
Japooooo &obaarlno (2-aan): Na.y lon<lo to !r•ourr 

t or o~lbitlon plll'poooo- 9/26/42 ..•••••••••• •...• 
rorolcn ~,. Control • 

'";]i&}!i.~~~~~~~.~:.~~~~~~~-~~~~~~~~~~ .~:.~~~~~.~ 

- G -

Grooa, !hoo4oro r, (SODator , lho<lo Ioloo4) 
leo Iatlattoa 

- II -

llatDoo, BOIU'7 I., 
Soo Dotoraoato, M111torr 

llaao7, I.ovio (Protoooor ot Jconoaico, low Tort UD1Yoro1t7) 
loo lafiatloa 

llaooloU, 0, II. 
loo .loYODDI .loYiliOD 

llottoltiacor, Villiaa !. 
Soo .Appoiataoato oo4 .lootcnaUoDO 

en 1 

61 
615 

64 
68 

143 

150 

Regraded Unclassified



ru. &.Jl 
'"ruelp ha4e Coe\rol 

lalla \loa 

- 1-

he aho loolal hnrU:r Procr• 
laaq, J.wh (Profe81or of looaoeloo, lw Tort Qal.,.roU;r): 

Col- la lalll~oo !lao-Bera14 repor\14 \o ~-IV7 
':r .... tor GreiD (lbo4e lelao4)- t/11/43 ••••.•••••• &?3 146 

l11\eroal a.. .. u, hr- ot 
I••••ttcatloo of ·~llaaato 4ltOGtte4 lll lolllYaD-

Hel•erlol aoaorao4ua- 9/36/43. . ...................... 139 
rora• - uatun.c. etc.: Pro'tl• rahe4 ':r hl.q lll 

eoaotaeot ot ll•••u• Act 41lou8114 lo lel ... rln.c 
.. oru4u • i/•/•2 .......... . .. . ; ................ .. . 

- J -

Japea 
J.,... ... hbaarllle: See lloaoci.Dc, Go ......... , , War Ianace 

.Boo41 
kporlo ot petrol- &4 eorap lroo t o - Ulla&JI 

report - 9/38/42 ..................................... . 
JapaDIII IWbaarlDI 

111 Floaoolac, Gonl"DIIeo\1 War Sa•ln.ce .Bo~>dl 

- ' -
leaJl 111:1 

lee rorelcn luo41 Control 

- L -

LID4-L .. u 
UDlte4 ~~ re4eral 1111er.• llaolr: of ,.., Tort 

etat-t lllOwlllc dollar 4h'boart•IDtt, ••* eo41.Dc 
lept.aber 16, 1942- 9/25/42 ...••••••••••••••••••••.. 

U. I. 1 . 11. 1 ltatue ot Sonet .U4 Pr"C)'M ao of .t.acut 31, 
1141 . .. 0 0 •••• 0 ••• • • 0 • • 0 •••••••••••••• 0 ••••• 0 • 0 • 0 ••••• 

Caaadat U.l\ed Stateo 4ollar poelt1oo - ohaoc• In -
eJ•/u ... . .................... ..................... . 

-11-

Mllltary -.,.r\e 
lrl\111l epera\loae- 9/85/42, e tc •••• ••.••...••••• • •• .. 

Ottloe of war loto .... t1oo report- t/11/43 ..••...• • ••• . 
Miller, lo'tert t . 

he llllfeniD\1, 11111\ary 

133,163, 
164,176 
137 

Regraded Unclassified



- • - (Coa\laut) 

••or•, .fool P. 
1oo Jlef-u, •nt~ 

.....,_,, loMn lloatol (lta\ollopu'-\) 
ll.fr aa4 Po\\erooe 41oea81- t/11/41 ... ..... .......... . 
"'llo'o Wllo 0 • Poal - t/11/41 ... .• •. .... .......•... I ••. 

o) or--...--IIII.Jr oo••-U• - t/11/41• 
••• look m. ~ aa 

- I -

Ja'f7 Depor\aoo\ 
lear .U.Olrol llloaq (llur.., of Or4oaoo) ooob Chll 

War corroopon4ooco \o BMJr- t/26/43 •••• •. ...•••••.• . 

- 0 -

Oc~114 !orr1\or1oo 
Currooq : ContercC41; prooct: IIIIJr, loll, 111>1\o, on4 

Wolter St-t - 9/26/43 ...• .••••..•.•••. ..• •. ....•• . 
a ) ConoroaUon vi\11 General Corter 4hcuuo4 
1>) Pb1ll1po-Pattoreon coneroaUOA 4hcuooo4 

- p -

Poucboo, Dlploaatlo - 1aaun1t7 of 
Soo State Doportaont 

·- ll-

lwonno llw111on . 
Baoolot\ , C. W.: Iacct1•o taxation ploa 41ocuooo4 1a 
Jlo~ aeaoron4aa- 9/35/ 43 •.•••..••••.•••....•.• •..• 

a) Lottor fro• IIII.Jr \o Baaolott ..••.•...••.••.. .... 
1>) CoPT of ploa •• proooo\14 t o Sooato P1aaaco 

Coooo1 """· ••••.••••• ••...•••••••••••••• . •••••••• 
DoploUOA allovoaco accor414 natural ruourco 1a4utr1oa: 

'hoo....-, loHor to Jar Pro4ucUon Joar4 uplain~ 
roaaono for !rooaur,'o vial! to ol1a1nato - t/26/42 •• 

Co~••• of Ia4natr1al Orcan1oot1ono procroa 41ocuooo4 
at luncbooa conferee• - t/28/43 ••• ••••••. .••• ..••• ..• 

o ) laloo tax oa4 T1ctor7 tax oppooo4 
Sonloooe' o l)op0114mh .Allovoaco Act: !axoUon 41ocuaao4 

ln lnll1•aa a .. oraad.ua- 9/28/43 •.••••••••••••.• ..•.•• 

-. -
loorot lonico 

lro. JDI' • Olltroaco at ooutbooot pu of lllllto Bouo 
aa4 looo of 1<17- ropor\o oa- t/a&/43 •••• • •••..• .•.• 

hn1coaon ' o Dopoa4ah .AlloWDco Act 
............ Jlwio10D 

111-J .. 
tl 

·36 

l&ll 

Regraded Unclassified



- I - (Ooa\la ... ) 

11\l.tir, W. Joeelle ... lief-'•· 1Ulltu7 
loelal 1eou1v hiCi• 

feaA•'IIerc ( ._, ... , •1~) ••·-• u-•-' )7 
!r•ftl'7 .. , fet.Nl •-ur . .&pa~~r - t / • / 41..... . . aora 

a ) Pal, .U.\aqer, aa4 Cob• eall oa ....... -
t/'110/ 41• :a..ot m . .,.,. 1M 

'II) fuol•'llerc heU.aODT uol Pal -onaol• -
l 0/1/ 41: llou m . .,., •• '11011 .... '1101 

1) IIII.Jr roporh to J'DI: l ook m . JMIIe J09 
loutbar t , li'Uit A. , Jr. 

"Who ' a ibo 1 , .. , t o Pattereoa - 1/11/41 .... •. ..... . .... 
a ) Ore .. 'lla,.-IIII.Jr ooa.,.ruUoa - 1/11/411 

look m· ,.,e 32 
llpeeolln '117 IIII.Jr 

' lchoolt at Wu 1 ~tle'llratloa , ltpt• 'ller 211 , llta: 
Lh t of l=cbeoa lll"•t a •......................•..••.. 
let tratt of tallt ........... .. ...................... . 
2a4 • • • 0 • 0 0 •• •••• 0 ••• 0 •••••• 0 • 0 • 0 • 0 0 •• ••••• 

llaaolla& oopr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Stat• :Ooputa .. t 

:Oiploaatlo Poacbn - l-l\7 of : 
BMJr-Gaotoa ooaYeru\ l OD- 1/26/42 .•....•... .. •.••. . . 

a ) Aclleooa oa YDO&Uoa: Oeaaral 1\roq aallt 
J eraet ela a'lloat lveollob a l euee of 1.-aal\J 

1) Oae\ao ropor t o lltah Doput a .. t peraloaloa 
to htala 1f auopeoteol . ..•.... ........... .. 

b) O...toa tollo Pattereon (lfu :Oopar t a • t) 
Troaaurr will otop &D7 tlpl oaat l o co-=loa\loaa 
oYer ~loll !ruaurr hat ooatrol lf eo r e.uoteol 
~ War Depar\aeat- 1/ 26/42 ..•.• ..•.. .... ..... . • 

KMJr-r orreetal ooaYerut l oa - 1/11/42 ...............• 
a ) Atalral 11ac t o -•U C:O.'IIiae& Cili ate of ltatf 

Oaatoa obzoool017, 1/ 11-11/ 41 .•..•......•... ..•... .•• 
IIII.Jr~attereoo coaYarutloa - 1/11/41 ....•.....•.••. • 

a ) rorrntal ' ""''"': 'We aar 'be plclt181 orp aore 
WoraaUoa \baa we are lot1811 _ 

Ooater • ae; pree•\: JOUr , Gae\oe. PW. , Calraa , 
I . l arao\ela, aa4 Poble- 1/11/42 .....•.•...•. . ...• 

a ) Draft of l etter t o ~all (JMIIe 181-f) 4laoaeee4 
llabaulae , J .,..eee . 

a .. rtauouc. Oo• araa•t: Wu lla• 181• lloah 
lvet .. 

••• ltato l)opart aoo\ 1 D!pl oaatlo Poach•• - 1aaaa1 tr of 

- ' -
Tuatloa 

a .. le••a e a...111oa 

-

lu.A 

14M 
111- A 

111-o 
111-1 

181-« 

Regraded Unclassified



-v-
11.1 • • •• • ... .... , ... 
U&tt .... u .. . 

rt.uaotal aU..,, \o ouM4 teo- or tlOO alllloa• 
Drat\ el Jotat .. oolsUoa &to••• .. - Dlr, lorlo, 

hell: .... 

ao4 htto - •l• fu.. ....... . . . . . . . . . . . . . . . . . . . . . . . . . II'PI 111 

- ' -
Tao4oaberl, .ktlmr I. (1-\or, lltobipa) 

loo lootal loourl\7 Pro, ... 

-" -
War laYllll• ha4o 

••• rtaaaallll. Oo-roraaoa\ 
Vol ta.- • 1"1 (lw Cll.laooo Mllaooa4or \o Uol\14 1\atoo) 

... Obt.aa . 

Regraded Unclassified



Ja11ee V. 
P'orreatall 

IIMJr: 

F: 

IIMJr: 

r: 

IIMJr: 

F' : 

IIMJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

IIKJr: 

F: 

IIKJr: 

P': 

Bello. 

Henr7t 

Go ahead. 

When does the Pres ident get baokt Do JOU knowt 

Goah - on the phonet 

Well, I aean not - not on - not b7 date, but 
r oughlJ. Ia it .••• 

Wa1 t a 1111nute. Juet a aeoond. Oh - a ppr ox1aat elJ 
a week. 

Yeah, well, o~aJ. Well, it'• not - not th1a week­
end though. 

llo. 

Thank JOU, BenrJ. 

Ie thtt all J OU wantedt 

Yeah. I'll - I'a going to oall JOU on another 
thing a 11tt~e later in the aorniq. 

Oh, J OU aret 

Yeah. 

And I told a:r girl to let JOU know about the wood. 

OkaJ. Thank JOU, 8eJU7. 

All riSht. 

CJoodbJe. 

1 
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WAR FINANCING 

Present: :Ur. Bell" 
J.{r . Blough' 
l.!r. Stewart' 
JJr . J.!urpby 
Mr. Warren' 
Yr. White • 

• 

September 25, 1942 
9:10 a.m. 

H.W. JR: Have you fellows got it all fixed? 
(Laughter) 

MR. BELL: I don' t know whether Walter and 
llarren know what t his ia about. You ,_,e, we have 
not talked to them at all . 

H.l!. JR: .I invited Stewart do11!l and when I in­
vited him I told him what it waa about. 

).!R. BELL: Did you? 

1m. STEWJ.RT: You told me you wanted somebod¥ 
who knew eomething a bout- banking, but I didn't know 
what the subject was . 

H .~.JR: That is close enough. 

MR. BEU.: It is about what effect heavy borrow­
i ng over a period of four or five years would have 
on the banking system; what effect the huge interest 
burden would have on our bu~et• and what ateps we 
could take to relieve t he buaget of that interest 
burden t o some extent . 

The Secretar,y wanted to confine it to a ver,y 
few people in the Treaaur.y and they are Doctor White 
and l.lurphy and Blough and m,yulf . We have bad sane 
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suggestions on it . I don ' t think we have nearly 
thought t he problem through. We diaousaed it yester­
day from the angle of, one, whether you woul d sell 
non-interest- bearing bonds to the banks or the 
Federal. Reserve Banks, or whether you would put out -
if you sold to the commercial banks you could put 
out low-interest-bearing bonds so it would have a 
better psychological effect on the public and every• 
body else . There is one suggestion . 

H.ll. JR: Do you mind if I interrupt you a 
minute? Let me just give Stewart this thing - the 
over-all rather than just a pieoe of it . May I? 

lollt BELL: Yes . 

H.M. JR: I have traveled thia far; this is the 
way I see t he problem, Suppoaing the President gets 
what he wants fran Congress, then that leaves on us 
a five-year program of enormous proportions, and we 
al.l agr ee here we should try to get every dollar we 
can out of taxes - everybody agrees to that , Every­
body agrees we should try to borrow as much as we 
can outside of the banka . Arriving at a fi~ure -
just for a figure, we might be able to do f1fty 
percent that way, leaving fifty percent to do the 
other way. 

As I aee the thin$, it gets down to two questions: 
One, how could you do 1t in the way that will have 
the least injurious effect on the banks - the banking 
structure - and the other thing, if we do find a 
way to agree amongst ourselves on this, then we still 
have the problan of what we do with the individuals 
who have the money either in the banks, in individual 
acoounta, or in t he savings banks, or in their 
pookete. 

Now, I have been asking them to concentrate for 
the time being on what we can do to freeze or isolate 
the banking structure of this country fran the reper­
cussion• of a four or five hundred billion dollar 
borrowing program. 

3 
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Now, in that one aes-ent, the banks - the other 
things we will take up one at a tUao - that ia what 
we have boon working on. 

Dooo that gin 70u tho over-all picture? 

MR. STEWART: Yes. 

llR. BElL: We could borrow ell rectly fra11 the 
Federal Rooervo Banks and that would give you - that 
would make it necessary to take one more step and 
lock up the reserves of 'the commercial banka. 

We could borrow directl7 from the commercial 
banks and eliminate t hat atop of tho Federal Reserve 
Banks. 

We could take, possibl7, one other step, and 
that is have a percentage or a part of the required 
reserves of the member banks with the Federal Reserve 
System deposited with the Treasury in an interest­
bearing account - Just an interest- bearing account, 
and as that mone7 was spent it >ould increase reserves 
in the ca11mercia1 banks, and we Muld have to rai ae 
reserve r equirements . That money would come back 
into the Federal Reserve Bank and be r~deposlted 
as and wben we need it. That is the step we discussed 
the lut minute last night . We thougllt maybe it had 
possibilities , 

Of course, there ia one other thing in tho picture 
and that is the control of the individu&l who has 
the right to draw the deposits fra11 the banks, and 
that we have not done very much about . 

That is about as far as we got in our discussion 
and we didn't approach, vecy mucli, as to how to do 
it - what effect it would have on the public, which 
seems enormous to us . 

llR. STEWART: You didn't distinguish between 
tninga requiring legislation and those not? 
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l.!R. BELL: The whole thing would require legisla­
tion, and that is one serious element in the picture. 
It mi~ftt take months, and while you are trring to get 
legislation you have done a lot of damage . 

Then, of course, there is a difference between 
banks; you have savings banks, and you have commercial 
banks with savings deposits. You have to stu~ al l 
that as to whether you differentiate between them. 

That is as far as we got. I don't know whether 
Ulrph,y and Roy want t o add anything to it or not. 

~~ . BLOUGH: We got a ereat deal farther than 
t hat in detail, but that is the broad outline . That 
is about as far as we have gone: Either borrow from 
the Federal Reserve banks or borrow from the commer­
cial banks , or borrow from the Federal Reserve banks 
in a roundabout way by having reserves deposited with 
the Treasury. 

H. M. JR: Reserves with the Treaaurr? 

liR. BLOUGH: That is right. 

H.M.JR: That is something·new. 

l.!R. BELL: That is the simplest way to do it. 

II. L!. JR: That is a nel"f one . Explain that one. 
Whose wrinkle is that? 

us. 

J.!R. BELL: k'urph,y, do you want to explain it? 

II.M. JR: 'lbat is a new wrinkle - reserves with 

MR. AnmPHY: Suppose that it were provided that 
one-quarter of the required reserves of commercial 
banks Should be held with the Treasury and the 
Treasurr BaTs, wYou pay one-eighth of one percent in­
terest on such reservea, w then the member banks of the 
Federal Reserve Sfatem would transfer these to the 
Treasury and the Treasury would be placed in fUnds 
to that extent. 

5 
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As the Treasury dhbursed these funds the member 
banks would receive ohecks on the Federal Reserve 
banks &nd have their reserves in the Federal Reserve 
banks replenished. The~ would, hence, come to have 
excess reserves. At th1s point we could permit or 
require them to redeposit a larger proportion of their 
reserves in the Treasury, and the Treuurr could again 
redisburse them. As the problem of excess reserves 
became embarrassing, reserve requirements would be in­
creased. 

In this way the Treasury could borrow as large a 
sum as it needed from the commercial banks at no in­
terest, or a low rate of interest, which would be 
fixed bf it . The problem of excess reserves would be 
automat1c&lly held in check. We either could or could 
not - it would be a matter of accounting - consider 
such deposita as part of the public debt. 

There is a precedent for receiving such deposita, 
of course . What the British practice amounts to _ia 
the British banks received depositary receipts in ex­
change for the money which they turn over to the 
Treasury. Of course there is no structure of required 
reserves in Great Britain; there it is all a matter of 
custom. Here we have a legal structure of required re­
serves, and therefore the deposit of money b.v the com­
mercial banks in the Treasury would have to be assimi­
lated into the required reserve ayate.m. 

If the Treasury paid a small amount of interest on 
these reserves - and it would probably be necessary for 
the. banks to be placed in a small amount of funds in 
some way in order to enable them to make a living - the 
plan might be relatively palatable to them becaus.e the 
process of transferring a portion of their reserves from 
Federal to Treasury would be a process which, in it­
self, would permit them to secure inoome. 

Of course we might be eating in on their income 
at the other end by replacing maturing open-market 
obligations by Treaaurr deposita and consequently con­
verting higher-yielding debt into lower-yielding debt , 

6 
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but the process would seem to be subjeot to verr close 
control. 

~. BELL: Our rate on deposita would be fie:dble 
enough so that all the time the ba.nlcs have an earning 
rate. 

MR. tlllRPHY: It could be flexible, also, in order 
to differentiate between classes of deposits and sizee 
of banks. Suppos~for example, that we wanted to allow 
banks that had more time deposits a little more than 
banks that had a smaller amount of time deposita, and the 
smaller banks - wbich have a more difficult earning pic­
ture because of their higher expenses,.. a little more than 
the larger banks. 

In that case we could specif)" that a larger pro­
portion of the reserve on time deposits be held in the 
Treasurr than in the case of demand deposita and a 
larger proportion of the reserves, aar thoae pertaining 
to the first million dollars of deposi ta, be held ln tne 
Treasury. Then the reserves on the larger amounts of 
deposits in the Treasury Department would bear a small 
rate of interest , while those in the Federal Reserve 
would bear none . It would be possible to tailor-make 
your system to the earning needs of the banks and still 
keep the banks on a tight rein, not giTing them any more 
earnings than required by the circumstanoes. 

MR. BLOUGH: This is not too awfully far removed 
by analogy from the old national bank notes of Civil 
Vlar days when the Government made a market for its 
bonds by giving them the oirculation privilege and 
setting up the,national banks to use these bonds as 
the basis for circulation priviler· . Here you have 
the same type of thing for depoai privilege. 

H.J.I. JR : Is that )ho , Chase? 

1!R. tlllRPHY: Yea, sir. You will notice if you 
consider the whole ranee of possibilities, Mr. Secretary, 
that there seem to be three. First, that the Treasury 
borrow directly from the Federal, in which case you create 
a problem of excess reserves in the member banks; in the 
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second place, the Treasury borrow directly from the 
member banks by some coercive meane, in which case 
you have to supply the member banka with excess re­
serves ; or third, the Treaaury borrow from the member 
banks by some coercive meana, but the instrument 
which is given the member banks in return tor ita 
borrowings would be itself a required reserve. This 
solution is along the third line . 

H.~.JR: The required reserve? 

WR. lo!URPHY: Yes, in which the instrument that 
we give them is a depositary receipt - a deposit ot 
the banks in the Treasury - whioh."ia , itselt, a part 
of their reserves, and the possession of that is a re­
serve requirement. That is, then, the coercion which 
is placed upon the banks to buy the~ They are told, 
not that they have to buy so much of this , but that they 
have to have a reserve of a certain proportion bebind 
their deposit s in the form of a deposit with the Traa: 
sury, which, of course, is the same coercion which the 
Federal !~serve System appliee to member banks to keep 
funds in the Federal. . 

The Federal doesn't say, "You have to loan us" -
and that is what the transaction is - "so much money . " 
It sar,e, "You have to maintain required reserves of so 
much. ' 

~ BELL: And in a certain form. 

WR. J.IIJJIPHY: And in a certain form. 

H.M. JR: Which one do you think the Federal Reserve 
Board would like? (Laughter) 

the 
and 

WR. BELL: They won ' t like taking the depoaita ·­
required reserves - out of the Federal keeerve Banka 
putting them on the books of the Treasury. 

(Mr. White entered the conference . ) 

J.IR. BLOUGH: The banks might find it the least un-

ialatable of all, because it would give them soma earn­
nga on the reserve . 
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loiR . BELL: I think so. Larcy Seltzer, ;rou remem­
ber, wrote a mmorandum about four ;rears ago, Henr;r, 
in which he sugge~ted the investment of the reserves in 
Troasur;r securities. There was a fellow, the head of 
the Firet National in Denver- -

l!R. WRPHY: Evans. 

MR. BELL: John Evans wrote a memorandum along 
similar lines suggesting the Treasucy pick up the 
required reserves by inveatlng in low-rate Government 
securities. So we have had one suggestion right from 
the banking ~stam somewhat along tlih line. 

H.J.!. JR: Why don't we tcy to get Larcy Seltzer 
back here for three months? 

MR. Ml.IRPHY: He is consultant . 

MR. BLOUGH: He is working on the Port of New 
York authority case - tax- exempt oase - for us. 

H.Ll. JR: Why don' t you have him do something use­
ful? He is good at this, isn' t he? 

MR. MURPHY: Yes, sir. He is vecy good at it. 

H .~ . JR: A lot of people can do that thing, can't 
the;r? 

MR. BELL: uaybe he could do both. 

MR. BLOUGH: I think he has lrobablY reached the 
stage where he can do both. I th nk that is the answer. 
His teaching, of course, has begun, but that might be 
arranged. 

U.M. JR: The present generation can go uneducated. 
(Laughter) 

MR. BLOUGH: Just like the previous generation? 
(Laughter ) 

, 
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H.L!, JR: I would tey to get Seltzer in on this. 

l~ve you done &01 work on this, Warren? 

MR. WARREN: Yea, sir. 

n. M.JR: Vlhat waa the report like from this man 
on bank earnings - what did that look like? 

liR. JJ!JRPHY: Ur. Shields completed very prelimin­
ary figures on Wednesday afternoon. He has gone back 
to New York where he is checking the expense items with 
the comptroller of the Irving Trust ComP&D1• He is 
going to be back on Monday afternoon, but I can tell 
you very roughly what the prelimlnary figures are. 

li.JJ. JR: Do that. 

1m. MURPHY: He made two assumptions . The first 
assumption is that the increase in the debt which will 
be absorbed by the banks will be distributed between 
the bills, certificates, notes, and bonds, somewhat 
as given on the tabl e that I outlined in your office 
last week, · say about twenty percent billa, twenty per­
cent certificates, twent.y-five percent one-to-five-year 
notes. · 

On that aa~ption he calculated that toward the 
end of the five-year wa~ say the last, I believe, 
two years - the banks wo:i!d be able to 1>a;y their present 
rate of dividends and add three-quarters of a billion 
dollars each year to theiP surplus accounts. 

The other assumption was that the entire increase 
in the debt absorbed by the banks would be in the form 
of three-eiP.hths of one percent bills, and under that 
assumption the banks would not be able to meet their 
present expenses. 

H. L!. JR: At three- eighths? 

J.m. J.!URPHY: Yes • 

10 
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1m. Brl.L: ·Just about their expcau, or-

llR. WURPHY: I dCil 1 t know how aucb the deficit 
1e , We are going to go onr the whole thing on llon­
day afternoon. 

Jl .LI . JR: At three-eighths they couldn't meet it2 

llR. llU RPIIY : No. 

ll.l.l. JR: llaybe their expeneee are too high. 

llR. llURPHY: Of course, t here ie one element 
in their expenses that wi.Ll han to have our atten­
tion in this discussion, and that ie the FDIC aueaa­
mante . 

Now, of courae you notice that that three- eighths 
ie an increment in the deposita they would receive . 
They would still be holding their present interest­
bearing debt, but be assumes - and that ia an impor­
tant element - a pretty drastic decrease in the 
allowance which is pretty likely to occur in the 
course of a long war . 

H.ll.JR: Do they lin on a half of a percent? 

MR. MURPHY: I hesitate to eay, offhand, 

liR. Brl.L: Not and pay their dividends . 

llR. WURPHY: Probably not, and pay their dividends. 
Of course, a great deal depends on what ia done with 
respect to time deposita and a number of assumptions. 

H.ll.JR: What is Canada paying? They are paying 
tbree-quartera, aren' t they, for six-months' money? 

llR. BELL: I don't know. England is paying a 
one and an eighth on their certific'ates of deposita, 
which they claim is a living wage . 

11 
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H.K. JRs I think Gon rnor Towers told me the7 
were P&Ting--

YR. MORPHis Three-quarters on aix-montha' mone7 
is the last I have read. 

UR. STEWART: The difference is the net after taxes. 
The billa up there on a capital-gains basis are not taxed. 

12 

H.U. JR: Incidental17, when Towers waa down here -
just to divert a little bit, but ata7 on the same subject -
he aaked me about having a drive, and ao forth and ao on, 
so I said, "Well, how often do you have a drive?" He said, 
"Well, we have. one every eight months, but it is not 
enough; we are going to have to have one every six •montha." 

I said, ~ow would you feel if we attempted to have 
one every other month?" and he said, "It would be impos­
sible . • 

YR. BELL: Impossible? 

H.U.JR: Yes, he said you couldn' t whip up the whole 
country every other month. Then he was very much interested 
in war bonds. I had Tickton explain the whole thing to him. 

Then the other thing which he said, they have juat 
started putting in deduction at the source - ninety per­
cent deduction at the source, with the result they are 
having a terrific turn-in on their bonds. But they de­
duct ninety percent at the source of a person's income. 

MR. BLOUGH: They have terrifically higher taxes 
than ours, too. · 

H.K. JR: I know, but he aaid that the result is 
that the turn-in is very high - the caah-in. But they 
have not gone nearlf sa far aa we have on war bonds and 
pay-roll deduction - I mean on the volunteer. 

Well, Bell, where do you fel lows go from here? 

l!R. BELL: We will keep on atu~ing it, I suppose, 
until we think we have gotten something that is as near 
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perfect as we can make it, and then we have got to 
decide where we go outside of the Treasury, That 
is the next step . Do we consult tbe Federal at 
that point? 

H.M. JR: Well, we can cross that bridge when 
we cane to it. 

KR. BELL: We have got, I think, a lot more 
t o do on i t. 

H.Y. JR: Do you? 

YR. BELL: There are a lot of bugs we have got 
to get out of it, 

MR. BLOUGH: Someone baa to work out caees . 

YR. BELL: That will show up the bugs: 

H.M. JR: White, what have you got to offer this 
morning. 

}.[R . Yai!TE: Nothing, I think that there was 
agre1111ent last night on what I gather is the provosal 

that they suggested. I am not sure, fran Henr,r s 
remarka, whether he thought tho banks ought to con­
tinue to get t hree-eighths percent earnin~s on 
securities in order to be solvent indefin1tely, or 
whether it was up to a certain point . 

KR. MURPHY : I don't think I would make a commit­
ment on that until I had looked over the detailed figures. 

MR. WHITE: I mean Shield' s figures , because even 
if one concluded be needed three-eighths percent on the 
next increment, I don't think bank expenaes mount pro­
portionately to their security holdings; and if the 
expenses don ' t mount, I don ' t quite understand, first­
haild •hi it ia a function of the Govel'DIIIent to see 
the ~s maintain their earnings at a time when · 
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their de.ud tor loena 11 dialnhhed. Ieepi.Jut sol­
vent is one thing; keeping their earnings up Ia a 
very dltterent thing. Their product has declined 
in demand just the same as the product of a l ot of 
other induetriee. 

In other words, I would draw a distinction be­
tween keeping banks solvent, which I gather is a . 
sooial responsibility, and keeping their earnings 
at pre-war levels, or early war levele. 

~. BELL: You keep the earnings at some level 
that you determine upon, l'lhether you want them to 
pay a certain percentage of dividends on their capital 
or whether you just want to give them enou2h to keep 
their heads above water, I think that is the policy 

. you have to determine. 

MR. ~diTTE : Whether your criterion is solvency 
or maintenance of earning• - there may be a very 
narrow spread in many cases , or there may not be, 

MR. •nntPHY: There is an alternative there by 
which, if you were willing to go a little further, we 
could save a substantial amount of money. !s we 
pointed out in our memorandum last week, the current 
earnings of member banks amounted to about seven point 
four percent on their capital accounts last year. How, 
that is a very handsome rate of earning if it is a sate, 
guaranteed earning. 

On the other hand, it may not be handsome if it 
is subject to a great many risks. The Government could 
euarantee, s~, three percent on capital accounts of 
banks as they existed at some fixed date, and could 
also guarantee without an FDIC assessment the deposita 
of the banks. In that case it could out down very 
drastically upon the amount of interest which it was 
going to pay the banks, arid still have the banks quite 
solvent. 

14 
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H.~. JR : Has the FDI C enough reserves, ·now? 

l.!R. I.!URPJlY: No one knows what 1a enough. 

).!R. BELL: '!hey have over i'ive hundred million. 
It is a question i f it is enough. 

MR. lruRPHY: It is like underwriting a flood of 
the Mississippi River. If there is a flood, no r e­
serve is enough; and if there isn't a flood , any re­
serve will do. If there is no reserve the FDIC can 
really heve insurance against a banking cataclysm, 
and as long as we don' t have on~ their reserve is 
almost more than enough • 

. 
MR. BELL: The reserve in the FDIC is the 

Treasury. 

H.M. JR : Is what? 

MR. BELL: The Treasury. 

IT.M.JR: I wish that some time when Mr . Bell had 
some time he would again explain to l.fr . Vandenberg 
what the Social Security reserve means. (Laughter) 

MR. BELL: He knows. 

B.W. JR: He does know? 

).!R . BELL: Oh, he knows, but there are a lot of 
people who like to think, just like he does, that you 
are spending the money and you are going to heve to 
tax the people again when you come to pay the Social 
Security benefits . 

H.M. JR: Well , I have nothing to contr ibut e this 
morning. You pave developed another method of doing 
this thing. I don't think anyboay here is ready to 
say whether they ·are readf for that method of deposit­
ing the reserves with the Treasury. 

15 
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WR. BELL: .lt least leaning that wa7. We rtA7 
find something that will draw us to another method. 

MR. VIHITE: I think some of us thought - I 
don't know whether we disoussed it very much - that 
that would have to be supplemented in general by 
very substantial non- interest borrowing from the 
public. 

MR. BELL: Forced savings - forced lending. 

MR. '.1IITE: Compulsory lending - otherwise the 
amounts might not be adequate. 

MR. BELL: The Secretary prefa ced his remarks by 
saying that we are in favor of all- out taxes and borrow­
ing as much outside the banking system as we can possibly 
get before we go to the banking system. 

MR. STEWART: How much would you expect this 
arrangement of depositing with the Treasury to yield 
in money? Have you made any calculations? 

J.m. \'IHI TE : Some have talked in terms of ten 
billion a year provided there was something like twenty 
billion in compulsory lending. But the magnitude did 
not receive much attention because there was a differ­
ence of opinion as to how much they got from taxes; 
the more from taxes, the less would be the combined 
personal and bank lending. 

H.!.!. JR: It would really be the residue, wouldn't 
it? 

lo1R. J.!URPHY: That is correct. 

MR. WHITE: It might be from commercial banks, at 
least . 

MR. BELL: The Secretary meant the residue from 
commercial banks. 

H.W. JR: The residue is what we have to go to the 
commercial banks for . 

16 
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.L!R. WHITE: 'ftlat is right. I don' t think we talked 
about this 11111oh, but in our own pr oposal in our shop we 
thou~t the residue mifht take the f orm ot ~eRUlar billa, 
bearfng interest a lit l e more generous than £he bulk ot 
the borrowing that you would do from the commercial banks. 

H.M.JR: I have just been using a rouih figure , that 
the residue will amount to fifty percent ol our borrow­
ings, in answer to your question. It is just a guess. 

JLR. BELL: This ties in with the other program that 
we are working on very definitely. I mean, what we are 
discussing here now is also part of that other pro~am. 
You can't take it into the other picture yet, but ~t is 
part or that whole set-up. 

MR. BLOUGH: You can' t take it in for reasons of 
publicity, you mean. 

MR. BELL: Yes . 

H.IJ, JR: No, we are scared to death of publicity 
on this thing. 

But one thing I wanted to tell Stewart is that I 
om changing in TII¥ thinking a little bit, on the post-
war credit,at this time. I think on this withholding 
at the . source, what we withhold, I question whether so 
early in the war we want to give it back. I t is too 
early. I mean, I am just - to talk about returning them 
five billion dollars a year in non-interest bearing 
certificates, cashable when the war is over - I mean, 
11here we have had so little success in raising the taxes--

UR. STEWART: I see . 

ll .U. JR: I mean, l just question whether, at· this 
stage, whether it does not weaken our plea for more taxes. 
I want to say this, in all these things - I am more im­
pressed with this than ever - that whatever we do mechan­
ically, it has got to work amoothly. 

I just asked Graves to write a letter - when a 
soldier has a deduction from his pa,v in lo:a,y and does 
not get his bond until September--

17 
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ICR. BELL: Baa he gotten it in Sept1111ber? 

H.Y.JR: Yes, he bas gotten it . 

L!R. Bfl.L: Then the machinery has begun to func­
tion. 

H.Y. JR: Well--

J,!R. WHITE: I don't know--

H.M. JR: Just one second; b,y allotment in ~y, 
and he received the bond on Sept1111ber 15, and the 
men are just kicking. I mean, here is an exampla -
wholly inexcusable, where they set up a ayatsa that 
completely breaks down . 

Go ahead, Harry. 

1!R. 'tilliTE: A soldier waa complaining t o me of 
a matter which,! wonder,might not be taken care of, 
Apparently in many camps, soldiers get their cash 
and they have no place to keep it, They are away 
from town, veey frequently, and they can't buy a 
money order, and for them it rune into considerabl e 
money if they have two or three months' pay. Is 
there some f acili ty that could be placed in each 
camp where they could either buy a money orde~ or 
branch b&nk, or something? There are a good many 
o! them tba t lose money; in some plaoe somebody 
picked money out of their pillows; they wear money 
belts, but this is troublesome, It aeema like a 
simple thing to handle . 

11R. BEU.: There are many things - for instance, 
he can al lot part of his pay, I mean, he doesn' t 
need a money order; he can allot any part of i t, and 
it goes any place in the United Statea. In most 
camps there is a post office. I t ia new. We are 
also working on a scheme to put, not a branch bank, 
but, in effect, a branch bank, in about fifty-seven 
posta throughout the countcy where they will sell 
drafts and cash check1. 

18 
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H.W. JR: Who ie going to run thoae? 

MR. BELL: They will be run by a bank cloee to 
the camp . It will be a bank that we will pick 
like we did at Fort Sill. The thing is getting kind of 
fUll of politics, now. 

MR. STEWART : 1 think there ie a queetion - if 
you are goinf to use a private bank, I think that ie 
a real quest on . The alternative would be to use the 
old currency aepots which the{ had under the Federal 
Reserve banks. ~nat you real y want ie not much more 
than a currency depot. 

H.W. JR: What I have asked - and I asked the Trea­
sury to do this a month ago - is that the Treasury open 
places up in each place to do this kind of service. 
Remember? 

MR. BELL: We just can't do that . It is really a 
banking function. 

H.W.JR: Well, we may have to do it. 

WR. BELL: We are all right so far. We are a 
little slow, for very good reasons. You can't move 
fast becauae when you move fast you get into diffi ­
culty with your Congressmen and Senators. They just 
pile down on you in groups. I know you found a si tua­
tion at Fort Sill--

H.W.JR: Were there any repercussions on that? 

)ffi. BELL: No, because the thing had broken 
before . 

H.lo!.JR: Do you know what happened at Fort Sill? 
There wae only one. bank that opened a branch, and be­
cauee the bank hadn't contributed to a campaign for a 
United .,tatea Senator he woulda' t let them have a 
branch . I eaid, "To hell with them" and I issued an 
order to open a branch of thia bank, and they did . 
Did we ever hear froa thea? 
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WR. BEll: Sure . We were all read7 to IIIO'fe at 
the t ime, and what I did, I wrote a letter to Senator 
Thomas and to Congresii!WI Johnsm - and, by the way, 
Congressman Johnson i s on the Appropriations Committee, 
and is a veey strong man. · 

H.M. JR: I would like to go to the public on that . 

MR. BEll: You can't do that . We wrote a letter 
explaining our policy, and what we were waiting for waa 
to see what repercussions that letter had. It had none, 
and in the meantime the election had passed and Johnson 
was renominated; so that settled the whole question. 
That was all he was worried about . Then we were ready 
to move. 

H.M. JR: Anyway - well now, look--

MR. BELL: We had a little fight last week with 
McKellar of Te.nnessee and the people from Kentucky about 
a branch. 

H.M. JR: Is i t that they want them, or is it which 
bank should do it? 

MR. BELL: They want their particular banks to have 
it. 

H.U. JR: I see . 

WR. BELL: That is what they want. Two years ago 
we couldn 't get them to take the money; now they are 
all fighting for it . 

MR. STEW AID': I don't see how those sa lectiona are 
made. I don't see how you can make an impartial, im­
personal, nonpolitical choice; I think you would have 
to give some reason for it. 

ltiR. BELL: This is what we do : We go into a community 
and get the bankers together, and the secretary of the 
State Banking Association, and we say, "Now, we have got 
this problem and we would like the banks in this community 
to work out this proolem to give this camp service." The 
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first thing you see these little indiYidual banks fall 
by the wayside; they are not interested. It generallJ 
comes down to on e bank that is already a de&ignat ed de­
positary ln the community, and then when we get down 
to that point we just aay to that bank, "You are desig­
nated for this purpose and authorised to go ahead." 
Then the others can ' t kick. They are eliminated, or 
come to some agreement between themselves. 

H.M.JR: It is awfully slow, Dan. 

MR. BELL: I know, but it is going to be a mesa 
if we don't, I am afraid. 

H.M.JR: I am going .to ride you on it. 

l4R. BELL: We are working hard on it - don't think 
we are not - and we are making progress . One of our 
boys just got back from Mississippi, and I am sending 
another one to Missouri to a camp, today. Tom Smith 
is going to help us in Missouri. He is going to go with 
the boy out there . Be doesn't want the work because 
it is too far away, but he knows every banker in 
Ui&souri , and knows which will help us. 

H.W.JR: ·couldn't you set up sort of a League of 
Nations bank, so each bank would be a consolidated 
bank and each bank would sort of have an interest in 
~t? .:. 

MR. BELL: That is what we try to do. If there 
are several banks in the community we sal, "Here is the 
problem, now can the bank& get together? 

H.M. JR: What I can ' t understand ia wh! General 
Lou8Pr7- ia that his name- doesn't push hav1ng banks in 
theu oamps . 

MH. BELL: He is working with us . We have a contact 
man there. 

I 

H.U. JR: It is too slow, Dan - much too slow. 
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KR. BELL: Don't rush it too fa1t. 

H.K.JRa I am going to rush ;you. It 1a much too 
slow. 

Mk. BELL: When Camp Dix waa firat increased to 
ita pr esent capacity we had quite a time eTen getting 
banking facilities up there . We just supply the 

22 

finance officer with currenor· I haTe forgotten the 
man' a name up in Elizabeth C ty - I think that he waa 
formerly with the RFC - who has a big bank. When we put 
out the two percent depositary bond, that got him to coae 
around firat . 

H.Y.JR: Well, you fellows, do you want to talk 
now about this War Department thing? 

lilt. BELL: Yes. 
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OCCUPATICif CUBllEliCIIS 

Pruent: llr. Bdl 
llr. lhite 
Kr. ste-rt 

Septlllber 26, 1962 
lhU a.a. 

101. BILL: General Carter called a couple of clq1 
ago and .. tecl if he could c- onr and clhouu with • 
ao• qu11t1oa• of nclwlge rat11 1a oountri11 that a1ght 
b• oocupied b7 OUJ' fol'Ou. 

Thurecl&J afteraooa he oaae onr, I thiDit - ao, it 
wu Weclne1cla7 - and BarrJ aacl Mr. Batohelcler aacl I ut 
him. 

He clicln't tell ua about any particular spot, but he 
gave h1Pothetical case• and wanted to know exchange rate• 
on, ••7• Belguia, France, aacl the colonies, such ae 
lllcrocco, Algiers, LibJ&, aaa Belgian Congo. BefoN WI 

had tallcecl nry loag it got doc to sp1clfic spots, such 
u Morocco, Lib7a, and Algier1. 

After eou dieouuion on the 1ubject we told hi.a 
WI thought that tbe rate of exohaa&• In thoae countriu 
ought to be feerou• froa th• ataaapolat of local peopll, 
but 1•t aot oo generoua but what, after the authoriti11 
got 1a aad got Goni'IUMDtal fnnctiOIII going, thq coulcln't 
rail• that rate. 

• tolcl h1a we thought if he fixed it too high that 
h• certainl7 could not OOM down. We thought that uybe 
a rate of around a quarter, on• aacl a quarter, or one aad 
a half cent• 1houldlDe about richt. 

Hal'rJ praai••d to 1tucl7 it ov1rnight on th• ba•i• 
of inforaatlon that he bad In hi• office. 
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He did that, aad we called Geaeral Carter t._·follow­
inf d&J and told h1a that we tlloupt MJ'be about t._ belt 
po nt would be one and a third oenh, which 1a three lmD­
dred on that baaia; and tranalatiac it into paunda it would 
be about three hundred franca to the poUDd. Ha aaid he 
thoufht that waa about right anc1 it would be fair to our 
aold era and waa ao•thiilg that w could raile it we found 
.Later that the rate ahould be a little higher. 

Ha called .. Jeaterd&f IIDrDiJIC and aaked • if • u .. a 
thia apeoial currenc7 that we deTiaed - dollar ourreno7 -
could we reatrict ita legal tender to that territor, -
the territo1'7 occupied - in which it ia uaed. 

I aaid that I waa aure that we could not do it under 
the currenc7 and coin lawa, but • could probabl7 throw 
reatrictiolll around ita uae under the Trading with the Bne11,7 
!ot, and p011ibl7 under the War Powera Aot, to auch an 
extent that, in effect, ita legal tender qualitiea would be 
confined to the area occupied, but that I would dlacuaa the 
matter with one ot our laW7era and ~at h1a know later in 
the afternoon. 

In about an hour he called .. back again and he aaid, 
".t.pparent17 the British are bringing a great deal of pr .. -
aure to bear on our people abroad to u11 the rate of 
exchange that theJ would like to han,• which he underatood 
the da7 before waa two cenh, but on th!Jtkinf it onr, we 
Ill¥ aake it - aafbe it waa two hundred - don t 7011 think 
that h right? 

MR. 1HITE: Yea, two and a quarter or one, aeYen, aix. 
It waa not clear. 

llR. BELL: That would be about--

MR. IHITE: One, aeTen, aix would be' two and a quarter. 

llR. BELL: Be aaid that 1>h1.1lipa to.L~ Patteraan and 
hia that it we uaed the rate that we are thinking about, 
then the pound would depreciate. Now, .. cannot •• that. 
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H.ll. JR1 The pouD4 wwld dep"reeiatet 

)I.R, BELLI Ye~. 

H.llr JR1 Ill what urkett 

liB. BELLa PI'Obab.lJ 1A teNa of doHara ud all other 
markets • • 'cu' t aee that wllua tbe7 are tb1A1tillg of a 
different rate for the do.llar thiD the p011Dd. 

Of courae, .. W&llted tbe I&M rate for both - or alae 
th17 had it, llqbe, iA hi'IUI Of Swill fi'UIDI - thought 
the re.la tioa of the 81rlaa fruoa ud the Preach fi'Uica 
and till po1111d aight draw tM po1111d dOWJI, lie oouldJI' t ana 
aet that, but I aaid that Phllllpa - but be aaid that 
Phillip• did •AT that if .. will collfllle the uae of tbeae 
nctea to the area occupied, that be will go aloag with 
our rate, anl he railed bla rate, nan though we don't go 
a.long, to two fort7 i111ted of two hwldrecl. I hadJI't 
called him back on the legal queation. 

I tried .to cliacuaa it laat night bet .. ea HarrJ and 
Bernateia ud .,aelf. I tried to get hia back aDd he hd 
gone . 

But we ha't'e COM to tbe oono.lueioa that tbe thing il 
gett1Dg l.Ato a TreaaurJ bailbriot. Thia thillg 11 liab.le, 
if tbeJ flz it without OW' appi'OYal IDd COIIIIIIt - it ia 
liable to affect the dollar 1Atu11atloual urket, end it 
aigbt ha't'e a dlaaatrou effect 011 the poaaib!e ncbange 
value of the dollar. . 

• tblllt .. ought to be a part7 to it ud that pouiblJ 
you oU&ht to han a oouferenoe with Patteraoa eDd Carter on 
it, ua .later oall ia Phillip• IDd ... what tbh 11 all 
about. 

ll,K. Jlll ~ liD' t JOU do itt 

liB. BELLI Ehenhower haa cab.lecl--

B.ILJR: 1IJT ou't JOil clo it with PatteraonY 111J do 
I ba't'e to do itt You are both Oader Seoretarie~. 
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WR. BELL: I can, but ;rou a .. lt w1 th h1a and aaid 

you would call hla. 

B.M.JR: W.ll, you are both Under S.cl'ltari .. on the 
• ama lnel, and I don • t want to take the tillol. 

Mil. , BELL: Well, thlt h all right. I aa willing 
to do it. 

HJ&.JR: Th.anka tlr the opportunlt7. (Laughter) But 
I aean, I think it is aoaethlnc that ;rou can do, oll't&in!J 
aa well aa I can, ID4l .,,t llkel7 bettu, and aa long aa 
it 11 with Patteraon, JOU and 1blte ought to take thh thing -
1 ae&D, franlcl71 it il niW • ~t il new in the aenae t hat -
it ia new and I juat don't want to get i n on it. Bmt I 
would lilce t o be kept poated. I woUld like to be poated 
aa you .In go along. 

I don't care how forceful you &1'1 in telling Patteraon 
that it i a perfectly ridiculoua to haYe a British Treaaur,y 
ot.fiolal dealing with the War Departaent; he should be 
d .. .iing with ua. 

MR. 111ITE: Not 10 •oh a qaution of lllking the 
deoiaion 11 it la a que1tlon of OQ1' underataDding ~at 
they ban in aind. 

101. BELL: We dcm' t get tbl point the7 rah• at all . 

101. 'IlliTE: They get a Britilh cable aaJing it would 
le&Ye two YerJ aeriOUI conaequenoea. le baYI to get i t 
through third-hand. 

H. M. JR: · Aren't fOU getting i t froa Phlllipa! 

llR. BELL: No, Carter. 

~ WHITE: Froa Phillipl to Patter1on to Carter. 

H.M.JR: I would call up - Patteraon ia a Yery direct 
fellow and I think Bell lhould call h1a up aDd aay, "Look 
here, Bob" - it that' 11 wblot 7011 call hia - •thia h 
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aoMtlliDg Mr. Moraeathau hu ukecl u to lluclie for IIJa acl 
we han jUit got te 11 t cl!ND Ucl talk. 1'bJ.a 1a 110t 10 .. • 

thing that u 1l'Q offloar or &JITbocl1 JOil han got onr 
there 1a traloecl to lwulle. • C.rtaf.a!T Carter Ia aot tralucl 
to huclle thia - a oartlflecl pub.llo aooOU.Dtant. 

MR. 111ITB: He aald theJ hne oonyiJioed ilaeDbower 
onr there that the rate ought to be aoaethlDg or other -
I aeao, that aort of bualDeaa. It ia realq fuon,. It 
ia ootblDg leaa tbao ~1· 

H.K.JR: WeJ.l, Da, if JOU and Bar17 will ta.ll:e thil 
thi.Dg on - if JOU will.get iD touch with Mr. Patteraoo 
and, aa I aay, keep M ·poated--

KR. B&.L: O.l. 

H.K.JR: Fair enou&''l 

KR. BELL: Yea, air. 

H.li.JR: .l.l.l right, JOU ad Har17. 

KR. BELL: I juat waotecl to let 1011 ltlrow the wa,r it 
waa heacliog. 

MK. IHITI: On thia particular iuue I thought, io 
the Hfht of what {ou told Patteraoo, I don't aee that thia 
ia a • olation of hat, becauae thia la ao ob•loualJ and 
olearlr a -tter 1a which, it tlaere are cliacuuiona, w 
ought to participate. 

H.K.JR: The woret thiDg lo tha worlcl tocla,r 1a to be 
ocmaiatent frca one claJ to tie Hrl. You han got to riee 
to ~~ opportwDltiea . (lauclater) 

MR. BILL: Tu rauon w put oat thia--

H.K. JR: Bow oaoone be OODiia tut wheD JOU are H YiDg 
oo quickaucl'l (Laughter) 

• 
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IIR. BILL: fhe Na1on WI 41cba 1 t aooept tbol Bl'i tlah 
augge1tion ot a Bl'itl1h •r.olal OUPPIDOJ note ot their 
01111 whloh tbol7 had print• , wa1 • •1a.' t nat to be 
reaponelble tor that thing after the war, ha~ing--

H.K. Jlh Ulten, £1Dtl_.a, I would like to hear 
Stewart. Thi1 to M hn't elloh a cUtfioult thillg that, 
with all due Napeot to ou Bl'i thh trbndl - thef again 
han got tbolb aind oa atter the war and intel'llahonal 
trade. Tb4JaN goillg baok to the eoona.io oonteNnoe 
in London - '32-'33, lither the dollar or the pound -
the7 are lookillg forwll'd to that, don't 7ou thinlt 10f 

MR. STE111Rl' : I think 10. AI w an, I hope~ 

H.K. JR: l'hatt 

KR. STEWART 1 AI we are, I hope . 

H .~.JR: Not too .uoh. 

lUI. STEWART: The I&U oonoel'll 70u would hive about 
their attitude, we ha~e abOilt our own . 

HJl. Ji: 'l'he onlT oonoel'll h I want to keep the thing 
liquid. 

KR. S'l'DAHI': You won't be able to do that. 

KR. WHID: I think the oo01iderati011 that pl11ed the 
uin role waa a qu11tlon 11 to what would be aoat helpful 
to the ~ durlnc the ln~aaion and occupation of a t erri ­
to.,.. . 

KR. S'flnWI!: In •1 oa .. , what 70u need is direct 
contact and fOU need to know what the oroe1ratea are all 
the W&7 around- tina out what the basi• of their' deoiaion 
b. 

HJl.Ji: TheN h 1CJMbod)' theN - u7be if Phillip•--
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D. BILLa Yea, I tbillk we Olldat to laa't'e fhllllpa 

in after .. han OIU' oollfereaoe wiih Pattel'IOa. 'l'hQ 
get fir1t-haad !l'Oa Phillip• ju1t what it i1 all abaut. 

H.K.JRa Or befere. 

KR. BELLa The7 ban beu deal1q onr there ud I 
thillk UJbe--

H.K.JRa Well, De, I will lean it to 7011. You t .. p 
ae po1ted. 
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Ballo, Ren1"7. 

J'ranltt 

8ept .. ber 25, 1942 
10105 •••• 

No, no, Forreatal, Renr7. 

Oh I fb.e;r kept aa;rinc 1 t waa Knox, and I 
aaid, •well, tell hia I waa a l ong wa;r.• 

Vall, I'~ _glad m;r vo1oa aounda ae - just ae 
v1goroue ae the Colonel'•· 

Good. 

Colonel - Benr;r, I',. got a pral1111nar;r report 
on that. 

Yeah. 

Tbat ehip wae taken over three daye - rather, 
it waa made available •••• 

Yeah. 

••.• to the Mavy three da.;ra ago. 

Yeah. 

King ia going into i t. Be aaid that the 
tra~a1tion frQa deliver;r t o malting her eh1P­
ahape had to occur ai:lul taneoual;r w1 th getting 
the aen on boa.rd. 

Yeah. 

Be ea1d that it waa - any ship under over-haul 
111ght present a ver;r aorry spectacle. 

Yeah. 

Be seemed to feel that it wae in hand. But 
I'a going - gotng into 1t aomewhat more deeplJ. 

Well, · A4a1ral Andrewa waa auppoeed to have aent 
people on board :reeterda;r afternoon. 
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Well . you - wae euppoeed to ha•e done Whet, Benryf 

I aelted Ada1ral Andrewe -- I called h1a up at 
twenty a1nutee ot t our yeeterday -- and aelted h1a 
t o eend 1nepeotor e oYer there • • •• 

Yeah. 

• • • • and be aa1d be would. 

Yeah. 

Now there ougbt to be a report troa h1a •••• 

Yea. 

•••• available •••• 

Yea. 

••• • to you. I didn ' t aelt h1m to report to me. 

Well, I think the- I th1nlt it'•- we'll va1t 
till we ge t that. I think that it'•- I think that 
the raot that it wae delivered - talten over by ue 
in that apace or time wil l aooount t or some ot the 
oontudon. 

Did ling uee any good eea-go1ng words about my 
going ont 

Oh, not a bit. No, no. Mo, be wae- I wae ••rJ 
auob pleased with that reaction. 

Be wasn 't at all upeet! 

Not a b1t. Be said, 'Tbe more ot tbet you have 
the better. • 

Ob, wae that h1e att1tudet 

Yeah. 

Oh, good, 

Yeah. Well, I vee very 11uob pleeeed w1 th that. 
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BMJr: Good. Vall , our. 
P': All r i ght, Henr,. . 

BMJr: 'l'hanlt rou. 

--..... 
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Robert 
Petterson: 

Rl!Jr: 

P: 

lO!Jr : 

P: 

ID!Jr: 

P: 

HMJr: 

P: 

HMJr : 

PI 

HMJr: 

P: 

IDIJr: 

P: 

IDIJr: 

P: 

HMJr: 

P: 

Hello, Henrr' 

Yea. 

Th1e 1a Bob. 

Goocl 11orn1ng. 

Septe•ber 25, 1942 
10 :45 •••• 

S.•e you got a few m1nutee th1e 11orning - if 
I wanted- 1t I o&lle over, and .••• • 

Def1n1 te1y ! 

• • •• saw you on something that I think is of aoma 
importance! 

Defin1 tel:y ! . 
If I came over at ele•en, coul d you see met 

I oan. I 1ll r earrange thinge. 

All right. 

I'll be - I'll be at your ser•ioe. 

I won' t be 11ore than t wenty minutes. 

Twenty llinutes! 

I won't be 110re than twenty - twenty or t wenty­
fi•e minutee in t el ling of my troublee. 

(Laughs ) Well, you - you - I - I compliment 
:you that you have eo few. 

Well, I can oompreee thie particular one t nto 
tha t time. 

Are :you be1ni eerioue t 

Yean, I - I won't take muoh - any l onger than 
that. I' ll oo11e over st el e•en it I ma:y. 

26 
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! eab, I'll be readJ. Do J OU reall J want - do 70u 
want a halt an hourt Are J OU aer 1ouet 

! eeh - twentJ minute• w1ll do. 

Well , I 1ll Allow a halt an hour. 

All right. 

Thank J OU. 
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Daniel 
Bell: 

HMJr: 

B: 

I!)I.Jr: 
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B: 

HMJr: 
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l!MJr: 

B: 

HMJr; 

a: 
HKJr: 

B: 

HMJr: 

e: 
l!MJr: 

Dant 

Uh huh. 

Sept .. bar 25, 1942 
10:55 a.a. 

28 

One other thing, on these titty-ee•en o~ that 
don't haTe banke, eeet 

Yeah. 

I want to giYe you thie auggeeti on. It it1 e eo 
much trouble to ~et the banks, let's ask the 
Federal Reeer•• in their capacity ae tiecal agent 
to open branches tor ua. Now we can't elt around, 
Dan, and Juat let thie thing go on tor months and 
months and monthe • 

Vall, we ' re not aitting around, or course •••• 

Ho, but you- you can •••• 

•••• and, ot course, Federal has no authority, you 
know, to open branohea. 

Yea, I think you're wrong. They can open a ri ~oal 
agency tor me. I think, • • • 

I think it' e golng to be worked out, and we haven't 
got any - very many or1t1oal eituationa. 

Vell, Dan •••• 

Yea • 

.. • • e.ey oamp that 'e got - any group or people that 
haYen 1 t got any banking taoil1t1ea, i t ' ~ - 1t 'e 
• ery tough on the men. 

Vall, the7 1ve got a pos t exchange, h&ven ' t they •••• 

Vell, they •••• 

••• • everyone or tb ... 

• ••• they won ' ~ caeh ohecke, end • • • • 
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You mean pereonal check•' 

Yeah, and •••• 

But eoldiere are paid i n currenc~. 

29 

Well, it 1 8 - ever~ t ime I go to one, the finance 
officere or these campa Juet complain bitterly. 
Now sending one man doins one camp at a time, ~ou 
ge t over it in about five ~eare . 

No, we ' re wri ting letters teo. I t doesn't mean every 
man - every time we have to send a man. But eome 
special 11 tuatione ••• • 

Well - all right. 

••• • where ~ou 1 ve got a- you've got a terrible 
thing 1n Leonard Wood. 

Well, who- who 1 e doing thie tor you' 

Batchelder ie handling 1t through the Div1eion of 

Depo61 te. 

Well , you tell him that he1 a going t o have to m.ove 
lots teeter. 

Olta~ . 

And that one camp that I menti oned to you p&rt1cu­
lati¥. ... 

Yeah • 

•• • • and will you make a note on Monday take- I 
want a list of the campe th.!lt haven ' t got them. 

All risJtt. 

Please. 

YeAh. 

Thank you. 

Okq. 
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XEMOIWIDUil f'OR !BE 81CIRITARY 

Before le..,lag town, Ill', Paul aued • to oall 
;your attention to tile attaohed letur e44re .. e4 to 
;you b7 Kr. C, W, Ba~elett, 1n Wh10h he requeete a 
pereonal 1ntei'Y11V to 41eouee hie inoentl•e taxation 
plan, 

We hi•• d1eoueee4 Kr, Ra&elett 1 e plan Witb h1a 

eneral ttaee durlag thl paet three or tour Jeare, 
are tullJ oonnN&Dt With 1te deta1le, and fln4 1t 
vhollJ 1apraot1oable, Be baa reoent17 114noated 

30 

h11 plan to thl lleaate PiiiiJIH C-1tt .. and 11 a 
deteralned oppoAent or the TreaeiU'J' • ependlnge tu, 
It 1• Kr, Baaelett'• praotloe to 1Aterpret ODI 1 1 
vllliagneae to l ieten to a 4eeor1ptlon ot hie plan 
ae endoreeaent or the plan, Kr, Paul teele tllat 1t 
would be ••rJ un4ee1rable tor JOU to eee Mr. Ha&elett, 
A euggeete4 replJ to Ill'. Ba&llett, prepared tor JOur 
elgnatUJ'I ie attaChed. 

InoidentallJ, Mr, Haselett and Prot1110r Fieber 
coneider tneaeel•••• reapecti•tlJ, tbe or1g1natore 
or the epen41age tu idea, AottallJ, Ogden 111111 
introduoed a epell41ngl tax bill 1n 1921 wtlen he wae 
a aeaber ot Congreee rroa Rev York, 
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Krs. Rooanelt 

Kqor Suuel and aeabera of hh oa.alttee 
Judge Edwin O, Lewb 
Krs. Stacy B. Llo;yd 
R1.111ond Pitcairn 
Col. 'IJa, Innes Forbea 
Walter E • .Uleuandroni 

Co.aissioner Russell Young 

Dr. John Studebaker 

Dr. Frank Ballou 

)(rs. Bruoe Gould 

Harold Gravu 

Peter Odegard 

Orville S, Poland 

Mre. Judy Graves 

Boaer w. !nderaon 

Total to be present including }(r, end Mrs. Korgenthau 18 

, 
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DIW"l' OF SECRE'URY )oi()RGENTHAU' S 
TALK TO THE '" SCHOOLS i T WiR • 
CELEBRATION ON SKPTEUBER 25th. 

It is fitting that bricks from Independence Hall 

should be chosen to symbolize the war effort of our 

American schools, because the "Schools at War• program 

is built, like a fine house , out of man, different bricks. 

That is t rue, not onl7 o! this program,but of America itself. 

~rica was not hewn from one great, solid rock. It 

was built of bricks : the bricks of freedom, justice, 

equality, opportunity -- an endless number. 

Nor has this great structure called America been 

built hastily, over-night. It was built patiently over 

a period of 166 years - - and it was built to last. 

Those bricks were cemented with courage and faith 

ever_lasting. They will never be craoked by the passage 

of time or by the attacks of our enemiaa . 

.. 
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Now all of us are deeply engaged in a struggle to 

preserve what our forefathers struggled to give us . You, 

the s tudents of America, are doing your part . 

With the knowledge of that faot , I accept on behalf 

of the Treasury this brick f rom Independence Hall. It 

will remain here in the National Capital to sJDbolize 

•• 
for future generation.s the unity of purpose, the determination, 

the faith in your count ry's future that you are showing in 

the "Schools At War" . '· · 

In accepting this brick I should like to express ~ 

gratitude to the llayor of Philadelphia, end to the people 

of Philadelphia, here represented by Yrs. Gould, for 

sharing with the people of the entire country this t angible 

symbol of Philadelphia's awn shrine of freedom. 

Regraded Unclassified
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In a larger senae Independence Hall belongs to the 

whole nation. It happens to stand in Chestnut Street, 

but we cannot feel jealous of Phil adelphia for that 

reason. Independence Hall has always had a place in 

the hear t of every American. In 1776 and 1787 the people 

44 

of 13 colonies looked to Independence Hall as the fountainhead 

of their loyalty and their devotion. l n the passing years 

our American horizons have pushed west across the plains 

and acrose the mountains to the islands of the sea, but 

the t raditions of Independence Hall have still been the 

i nspiration of a liberty- loving people. 

ind so tod'f I accept this brick from the people of 

Philadelphia with the knowledge that they are giving to 

t he school children of imerioa something which alw~s has 

been, and is, their own. 

Regraded Unclassified
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DRiFT OF SBCREURY llORGENTlWJ'S Tlll< TO THB 
"SCHOOLS i T W.LR1 CELKBRiTION, SEPrl!MBKR 25, 1942. 

This brick from Independence Hall is part of our 

heritage of Americ~ liberty. It reminds us of the 

great statesmen and fighting men who fir st won our 

freedom in the war of the Revolution. 

ind today it reminds us alae that this freed.om 

was not cheaply or easily won. Our forefathers had 

to pay a price for the liberty we are now enjoying. 

That price was paid by the soldiers who died 

at Bunker Hill and Valley Forge . It was paid by the 

Colonial women who scrimped and sacrificed, and raised 

the children and kept t he homes together, while their 

men were away winning our independence . 

That price is being pa id again today. Our soldiers 

on Bataan paid it. So did our marines on the Solomon 

Regraded Unclassified



- 2 - 46 

Islands, so did our sailors &Dd our ail'lllen .at llidw&y 

and in the Coral Sea. 

Yes -- and it is being paid again by the women 

of imerica and their children. Once again, our women 

are showins that they still know how to scrimp and 

to sacrifice, and to keep the homes together while 

the men fight or make the weapons to fight with. 

For this is no cheap and easy war that we are 

now forced t o fight . It is the greatest war the 

world has ever known. It is total nr. .lnd eveey 

one of us -- from the oldest worker to the 7oungest 

school child -- is in the fight . 

That is why this brick from Independence Hall 

makes a fitting symbol for the war effort of our 

American schools. Through the •schools at war• program, 

Regraded Unclassified
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the boys and the girls in our echoole ca.n do their par t 

to preserve the liberties our forefathers created in 

Independence Hall. 

In this spirit , I accept on behalf of the Treasury 

this historic brick from the Liberty Bell Tower. And 
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I should like especially to thank the people of Philadelphia, 

and the Mayor of Philadelphia, tor sharing with the school 

children of Amer ica this priceless trophy of a liberty­

loving people. 

It will remain here in the national capital to 

remind future generations that American boys and girls , 

aa well as their fathers and mothers , have always had 

the courage and t he strength and the will to fight 

for their freedom. 
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ijEADIIiG COPY OF SECRETARY ' S TALI TO THE 

. "SCHOOlS AT WAR" CELEBRATION ON 

S011l'H STEPS OF TI\BAS URY 

SEPI'DlBER 25,1942 
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This brick tr<a Independence Hall is part ot 

our heritage ot .American liberty. It rfllll1nc1s ua 

or the great statesmen and tight1ng men who t1rst 

won our tree_c1om 1n the war ot tile R!'volution • 
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.Anc1 today 1t rem1nc1B us also that this treed<a 

was not ch~l.y or eaSilY won. Our toretathers had 

to pay a price tor the liberty we are now enjoying·. 

That trice was paid by the soldiers who c11ec1 

at BuDker Hill and Valley Forge. It was pa1<t by _· 

the Colonial wa.en 'IIIlo scr1llped and sacr1t1cecl, and 

raised the children ancl kept the homes together, while 

their men were away winning our independence. 
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That price is being paid ag81n today. OUr 
' 

soldier~. ~n Bataan -paid it. So did our marines• on 

\ , 
the Solomon Islands, so did our sailors and ow; airmen 

at Kidway and 1n the Coral sea. ·, 

Yea - and 1t 1s being paid again by the women 

of America and their children. Once again, our women 

are being called upon to scrimp and to eacrit1ce, and 

to keep the homes together while tne men tight or 

make the weapons to tight w1 th. 

For this 1s no cheap and easy war that we are 

now forced to tight. It is the greatest war the 

world has ever known. It is total war. And every 

one of us -- from the oldest worker to the youngest 

school child - is 1n the !1ght. 
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That .is Why th1s bri.ck trom Independence Hall 

makes a fitting symbol tor the war ettort ot our 

American schools. Through the •schools at war• 

program, the boys and the girls in our schools can 
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do their part to preserve the liberties our toretathers 

created in IndePendence Hall. 

In this .spirit, I accept on behalt ot the 

Treasury this his~oric brick trom the Liberty Bell 

Tower . And I fbould like especially to .thal'lk the 

people ot Philadelphia, and the Mayor ot Philadelphia, 

t or sharing with the school children ot America this 

priceless trophy ot a liberty-loving people. 
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It will remain here in the national capital 

to remind tuture generations that American boys 

and girl&, as well as their tathers and mothers, 

have always had the courage and the stre.ngth and the 

will to tight tor their treedo.. 
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.._TO ........ 

TREASURY DEPARTMENT 

WA8HINQTOH, D. C. 

Sept ....... 25, 1942. 
u . .. __..~ 

»omerandum !or tho Secrot&rTz 

Froau Ill". llurphJ', Acting Chi of, S.orot Sornco 

The attached .... rand& rotor to tho unfortunate occurrence 
ted&f at the White HoU4o gate, and io ae1!-oxp1anatorr. 
I han emphatic&ll,y 1netructod Captain llarcer, llhito Houao 
Police force, to immediatelT havo a ktT a&do &Tiilab1e tor 
each of the llhito He111o gatoo and to ••• that ouch k•T• are 
horo&!ter bpt 1n a dopeoitorr at tho catea. 
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0,. THI: CHIP 

TREASURY DEPARTMENT 

WASH INGTON, D. C. 

Captdza Herbe-t L. llaNtrJ 
c 1'"' 
11t.1M Roue Pall<M. 

Sirt-

Aboat 2rl0 p.L UU. claw, 'llllll• oe clat:r at u.. 
SooltiMaat Oaw I aa MriMcl b:r a 8HNt Sam.oe ApDt 
tbat ...... JlooM'nl.t wal4 - 1D YW7 ~ '11& tb&t pw. I 1-cliat.aJ.T aotitiH tile hlloa 8ri\ollbollr4 
that .... -· comnc 1D, &D4 et.arte4 to opeD tbe pw, 
to baft it rea~, 'lilac I 41eccwexa4 that. 'lball chanc'DC 
rq troueare UU. .n1iJ1c I bad lett t.be lrq 1D rq ot.ber 
clothae. 

Ottioar Clo4llin, IMtropoUt.u PoUoa, 4o1DC dll\J' on 
n.bar U poet (Oiltaicla), •• on the Jut laol.i, Ul4 'lball 
I oalla4 to h1a he ....... t h1a lrq 4ooa t cliat.~, a114 
t.ba PM aa opened wit.b laM tbaa a lii.Duta dalq. 
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U. S. SEC«ET SEll¥ ICE 
INTER-OFFICE COMMUNICATION 

55 

Fro• GMt''' 8 · b llrMr 
To .&otb!l Claiaf *""'l 

O.te "ep' 0 as, t9f.a File, _____ _ 

Subject .._, 

At.\aobecl a-.w 1a Ule ....,.n ol otts- L. W. 
~. lleWopol.1WD r.uo., ...Wt:no w Ule !MS.. a\ 
t11e ant._n. aaw, -...u. u.. ...._ o1 ... 
loo1.nl.t.. 

~ ia \M fin\ tMi. 3 ol \la1a lr:SM, w .., 
IIDaol'l.ecll•. \bat .... - lla...-cl ......... l ...... ,_ 
tile \bi'M --- \la1a ettiMr .... -- dna1l.N w \M 
11l1t.e a- hlioe \11&\ 11a ia a YW7 a ••• a tat..-. _.,.. 
&DOl abl8 1A all 'l'MJIM\8· 

n ia 'ftrT .t.-t.-t.e, uc1 I tMl. '"17 ~ 
&beN\ it., ........ \Mt. it. ia _,_ - ot ....... Wllp 
that. w:Ul 11aw-. All. ottiaRe, MUa Wlliw a-. ud 
4et.alled, _.. _... t...d a U7 1 Ilia~~ ~ 
1.111 \Mil" tiM to-. of ~ ..... 
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56 
TREASURY DEPARTMENT 

INTER OI'I'ICit CONNUNICATION 

DAT• September 25, 
Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

Our recent press r eleases on silver were 
printed in full in the Congressional Record today • 

• 

• • 
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TREASURY DEPARTMENT 
58 

INTO otrJI1CC COMMUNICATION 

TO looro~ IIDrpat!l&u 

'"0" Ill' • lfllrllbT ~~~~ 
11\lbJeotl 1\eoont c:lbupe la l'rlHI an4 Uo14a ot Qonr-11 

IOOIII"ltl .. 

l'rlo .. ot Pl'aotloa117 all Qoyer-t Hoarl Ue1 e1 thC' 
loet srov.n4 01" lll»n4 DO ab&Dp 4111"1DC t:be wen ea4a4 lad 
Dl&bt· !be new 1-lft percent aotee 4lae llal"ob 1911-5 4eollu4 
2/32, oloelq Je1Ur4a7 at 100. !be tuable 2 '• ot Deoeaber 
19-'19-51 (ottere4 ln Jul7) oloee4 laet D1p11 at 100-6/ 32, 
dom 2/32 tro• a wen ap, 11blle the tuable 2-1/2'1 ot 
1967-72 rualne4 1111ohaqo4 at 101-~/,. 

11th tbl"oo exooptlone, l!l"lO!! ot all lloY-oat .. cnll"l­
u .. ouht&D41111C oa llal"oh 19 ere aow 'below thell" lenle ot 
that ckte. It lll»ul4 be aote4, honYer, that 11wo ~le 
and tltteon taz..e:u.pt eecnll"l Ue1 haYe loWI" z1e1~ than 
on llal"oh 19. !h11 41101"opaaor 11 du.e , ot 00'111" .. , o ~• 
&IIIOrtlsatloa faotOI" Pl'eY1oul.7 4110'111104 la a maaber ot t:be 
aae110r&Dck ot thle eerlee. (he attaohe4 obal"t and tablee.) 

!be •••rap rate oa the wRlr offerliiiC of 'bllle -~ 
0.370 peroeat, ellptl7 abOYe 1ibe &Yerap rate of a wen 
&&O• laall deollne1 oooUI"'"e4 la 1llae P1'loe1 of 1ibe outetand-
1ng oertltioatee of lalebtecJae ... 

J'e4eral Opaa IIIII"Jtet Aooo•t P'III"Cibalee 4111"1ag the wen 
!Wepte4 Ul!. mllloae, ooael1t1Aa ot ·~ ailllone of bille, 
•1 .Ulllon1 of oertlfioatee, t 2 a11lleae of tazallle boD4e, 
and t ll ailllone of perUallr taz..e:u.pt leeu... Ja1 .. were 
oontlne4 to t7 ailllou of bllle an4 -ere were DO -Wl'itl .. 
of aarut eeoarlu ... eo that 11M ut la-ue la tbl Ao••11'• 
porttollo of euoh 1eoar1Uee -.. t77 m1Uoae. BDWYer, t216 
ll1lllon1 of epeoial 1ft ot one peroent oertlfloat .. , Clioh ha4 
been held on ~e :sreoe41ag 'l'hUPe4a7, ha4 bHn retlre4 bf thll 
!h111"14&1, ~ebr oauelag a re4uo111oll of ~ mlllonl in total 
J'o4eral 1\e .. rYe hol41ap of Qoyerunt · lelllll"l Uu (1nolu411ll 
DOIIJlal'll:etable 1eoU1"l Uee) 4111"1111C the well:· 
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'!ab1t I 5~ 
Price and Yield Change• ot United 8 &tee Seour1t1ee 

September 17, 19~ to september 24, 19~ 

Prioea Y1tl4a 
seour1t1 

: Sept. 19~: Obango 1 Sept, 17, 19~ 1 Sept, 19112 : OhaDp 

!AXAIILI SECMU!IE:s 

rc.te l a.at 1t~eue . J7 . J7 .00 

100. 017 100. 0111 -.OOJ :~ . :* .00 
100. 052 100.0117 -.005 +. 01 
100, 0llw1 100. 008 -.OOJ . 6gw1 .6 +.01 
100 .100 100. 085 - .015 .7 . 77 +.01 

100. 0J 100. 04 +.01 .56 .lie -.08 
99.19 99 . 16 -.o~ .96 1 ,01 +.05 

100. 021<1 100. 00..1 -. 0 1,221<1 1.25v1 +,OJ 
9S. J1 98.2~ -.02 1.07 1.10 +.OJ 
99 . ga 99 . 0 -.02 1.2~ 1 .ij +. 02 

100. 100.0 -.01 1.4 1 , +,01 

101.07 101.o6 -.01 1 . u 1 . 77 .fit 
100. 12 100.10 -.02 1 . 9 1 . 9f +.01 
100. 09 1oo. gz - . 02 1.~ 1 . 9 +.01 
100.08 100. - . 02 1 .96 1 . 97 +.Ol 
100. 02 100.01 - . 01 1 . 99 2.00 +.0 1 
10J . 18 10J.14 -.04 2.08 2 . 10 +. 02 
101 . 0~ 100.~0 -. 0~ 2 .1J 2.111 +. 01 
10J,O 10J. a -.0 2,~ 2 . 2J .oo 
100. 14 100.1 . 00 2.4 2.ft4 . 00 
101.04 101.01; . 00 2. 2 , . 00 

TAX-EJCE!:P'l' SECURITIES 

100.12 100.10 -.02 .19 . Jl!. +,15' 
100. 19 100.17 -.02 .}? .J9 +.07 
100.21 100.19 - .02 .J4 

: i& 
+.05 

100. }1 100 .~ -.01 ·44 +. 02 
100. 25 100. 5 . 00 • 7 . 7 .oo 
100.15 100.15 ,00 .lie .118 .oo 
100.}1 100 .~1 . 00 . 51 :§g .00 
100.16 100. 5 -.01 · 55 +,01 

102. 0J 102.02 -.01 .54 :~ -.~ 
102.2J 102. 2J .00 . 70 -. 
1gg.2~ 1gg.2~ . 00 . a~ .so -.0} 
1 . 2 1 . 2 - .04 . 9 . 95 +.OJ 
10a. o6 1oa.o6 .oo .99 . 95 -.01 
10 . 28 10 . 26 -.02 .97 . 98 +.01 
109. 00 

10!. 00 . 00 1.11 1 ,10 -.01 
107.00 10 . 00 . 00 1.09 1 .05 -.01 
104.1& 10 . 12 -.01 1 .1.0 '1, 1~ .00 
ll , 2 11 . 22 - . 01!. 1 , 21 1 . 2 +. 01 
104.o6 1011.0~ -.ol 1.1 1 .18 +.01 
107.1J 107. 1 . 00 1.J5 1 . }4 -.01 
106. 28 1gt.2~ - . 0~ 1,~ 1 . "t2 +.02 
104.05 10 .o - . 0 1, 1.~1 +.01 
110.1& 110.1& .oo 1 . 57 1. 57 .oo 
1o6.o 106.0 .00 1.~9 1. ~9 .00 
106.16 106.16 . 00 1, J 1. ~ .00 
108. 08 108.07 - . 01 1,7J 1.7 ,00 
110.10 110.10 . 00 1 .l6 1.~ -.01 
104.28 104.27 -.01 1. II 1 . .oo 
10J.12 1~.1l +.OJ 1. 66 1. 6~ -.01 

1.76 105.~ 10 .o . 00 1 . 7 ,00 
109. 1 . 2 -.02 1 , 911 1 . 99 +.01 
}09.02 109.00 -.02 2 . 00 2 . 01 +.01 
109·~ 109.0~ - .o4 2.o6 2.07 +.01 
109. 2 109. 2 -.02 2,10 2.10 ,00 

1n prio11 ot oert1f1oate• are true 4eo~ala. 
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.table II 60 
PJ"lot &D4 l1tl4 Cllt.ftaea ot United 8t&UI leour1t1ta 

March 19, 19~ to 8opteaber 2~, 19-2 

March 19, 19~ Sopt. 2-, 19'Z ' Chanco March 19, 

Deo1sala ~ 

TW!!LE 8EOVRITIE8 

•• 

100.12 
99.}1 

99.21 
99.29 

101.28 
101.0~ 

100.12 
103.23 
lo1.o6 
10}. 05 

100. 27 

100.01 .. 
100.047 
100.008 
100.085 

100.04 
99.16 

100.00W1 
98.29 
99.0} 

100.0} 

101.06 
100.10 
100.07 
100.06 
100.01 
10).11+ 
100.}0 
lO).OJ 
100.14 
101.0il 

-.os 
-.15 

-. 211 
-.26 

-.22 
-.26 

-.11 
-.09 
-.OS 
- . 02 

+.09 

IAJC-EXEIIP'l' SECURitiES 

101.11 
101. 04 
101.0} 
101.16 
101.10 
100. 27 
101.16 
101.00 

10}. 21 
10 ... 06 
105. 06 
101!.11 
106. 06 
105,28 
11o.os 
107.2S 
105.011 
115.20 
104.2J 
107.28 
107.07 
104.21 
110.22 
106.16 
106. 20 
108.18 
110, 20 
104.29 
103.10 
10 ... 2S 
uo. oo 
109.10 
109.12 
110.00 

100.10 
100.17 
100.19 
100.}0 
100.2~ 100.1 
lOO,J 
100.15 

102. 02 
102.2} 
10}.25 
106.22 
105.06 
10 ... 26 
109.00 
10~.00 10 .12 
11 .22 
!M.05 
107.1) 
106.25 
104.0} 
110.19 
106.06 
106.16 
lOS.07 
110.10 
10 ... 27 
10).1f. 
105.0 
109.2 
109.00 
109.05 
109.24 

D.ola&lt l ,n prloea ot oert1t 1oatee art true deolaale. 
lxoeee or prloe o• er ~•ro 71tl4. 

-1.01 
-.19 
- .16 
-.lS 
-.17 
-.12 
-.17 
-.17 

- 1. 19 
-1,15 
-1.1} 
-1.21 
-1. 00 
-1.02 
-1.08 
-.28 
-.2S 
-.}0 
-.la 
-.15 
-.14 
-.18 

::~ 
-.011 
-.ll 

-.10 
-.02 
+.05 
+.11 
-.OS 
-.10 
-.07 
-.oa 

.20 

.all 
1.02 

1.96 
2.09 
2.12 
2.24 

2.~ 

2/}2'" 
.22 
.26 
.26 

:rr 
.39 
. .. 1 

. 41 
·57 
. 72 
.91 
.94 
.go 

1.11 
1.09 
1.1) 
1.3) 
1.15 
1. }1 
1.}3 
1.28 
1.65 
1. 60 
1. 66 
1.7~ 

1.H 1 . 
11 a 
1. !lO 
2. 00 
2.01 
2. 07 
2.10 

Uol4o 

·37 

:~ 
·77 
.~ 

1.01 
1.2501 
1.10 
1.27 
1.114 

.i4 • 9 

: ~ 
• 7 
.118 
·51 
·56 

.51 

.66 

.so 
·95 
.98 
. 9S 

1.10 
1, 08 
1.10 
1.211 
l.lS 
1.}11 

1.ie 1. 1 
1. 7 
1. 9 
1. 3 
1.7) 
1. 75 
1.68 
1.65 
1.76 
1.99 
2.0l. 
2.07 
2.10 

+.17 

+.11 
+.25 

+.26 
+.25 

+.10 
+.12 

+.Oil 
+.01 
+.02 
-.01 

-.02 

_,./32'" 
+.17 
+.1) 
+.10 
+.13 
+.11 
+.12 
+.15 

+.10 
+.09 
+.OS 
+.0~ 
+.0 .. 
+.OS 
-.01 
-.01 
- . 0} 
-.09 

::~ 
-.01 
+.03 
-.oa 
-.01 
-,OJ 
-.ol 
-.OJ 
-.o~ 
- , OJ 
-.oli-
-.ol 

.oo 
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~Identical lette r aailed tol 

Hr. Philip Harray, 
President, 
Congrees or l nduetrial Organi~ationa , 

Vaehington, D. 0. 

Hr . Vil liam Green, 
President, American tederation or Labor , 
Washington, D. C. 

Hr. Vil~1am P. Witherow, 
President, 
National Afaooiat1on or Kanuraotarera , 
New York, New Yo rk 

Mr. T. C. Cashen, 
Chairman, 
Railway Labor txecutiYea ' Aaaoo1at1on, 
Washington, D. c. 
Hr. John J. Pe~e7, 
Pres ident, 
Aaaoo1ation or American Railroad&, 
Washington, D. C. 

9/25/~2 

Oop1ee t o Thompaon 
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111 the dell""' of MM8 to .. w .. 1o 
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...... u 1111tll ~,,-.,. 15 te get tlaelr "-Ue 
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Sl•aerelf• 

(Biped) Benry 
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SEP 2 5 1942 

Del. by Messenger (Simmons) 
1:18 9/25/ 42 

IING: tn. 

extra copies rat 'd to GraYM 
ottloa - their request 

Cop)' to 'l'bo•p eon 

rna 1n Dial')'. 
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65 

Anal7111 ot !xpoaure to Payroll S.•lnga Plana 

September 19, 1942 

"ualneaa orgAnil&ti ono 

(l) Pirme with 5t000 employeee or more ••••••• 
(2) Pl,.,.. wlth 500 to 4. 999 emp10Je•••••. •••• 
m Pinal with 100 to 499 o=p1or•••·········· 
()j) Subtotal - largo firms ••••• , •••• , •••••••• 

( 5) Fll'llt •1th lea a than 100 employees •• ••••• 

(6) Total butlneat organtut.lone •• •••• ••••••• 

ooveM'U:lonta.l organization a •• , ••••• , •• , .••••••• ,,. 

Orand total , •••••••••••••••••••••• • •• ,,, ••••••••• 

!lumber exposed. 
to pa,..roll 

e&v1nga plane 

485 
5,)65 

2, ,o61 

28, 911 

11}, 621 

142. 552 

* 

142. 5~2 

Part 8 - sU:::C.rr by Nu:ber of Employee• Expoaed 

8ul1noaa orea.niutlona 
( 1) Fi:nzua with 5,000 omploye oe or more,,.,,,, 7,859 .262 (2) Pi~ with 500 to 4, 999 ••plOf•••·······• 7,111 ,750 
(3) Pit'lle • lth 100 to 499 e;;p.lCl1t••· ••••••••• ~ .~~. 022 
14) Subtotal- l arge tlrmo •••••.• • ••.•.••••.• 20,266, 034 
( 5) Pinno with leu than 100 o~ployeos • .•••.• 2 , ~,8, 66' 
(6) Tot.l bu.a1neaa orran1sattooa ••••••••• •• ,. 2},1o4,697 

Oovernaental organlzat1ona 

(l) f'ec.1etal Government •••••• ,, ••• ,, ••• • • • , ••• 1,~1,186 (2) State and l ocal aovern~~:enta ••••••••••••. , 1, 218,420 
()) Tot.l so•ernaental orga.nt&atlona •••.••••• 2,769, 606 

Orand total •.••.••••••••• , ••••••••••••• , ••• , ••• .• z~ 1n~,~o~ 

'Potal ma.r 1n­oountr, 
(eo t 'lm& t•~ ) 

488 
6,o48 

27, 785 

)4, )19 

• 
• 

• 
r 

• 

, 
r 
r 

• 
• 
• 
• 
* 

32,oo$>.ooo y 

.... _ 
2,1;00,000 !I 
2,7oo,ooo 

5,100, 000 

~1 1 100 1000 !/ 

Percent 
or total 
U;poaed 

99 
89 

...§1 

84 

....! 

• 

• 
• ~ 

• 
• 
• 
• 
• 

72 

65 
~ 

.li 

..:z.g 

ot·rtce or the sooret.t.J"y or the Treaaurr ~ 
D1v1a1on ot ftoaearoh and Stat1at1oa. ~•ptember 25, 1942. 

!/ Exolu4u agricultural e~Zrplo7oea , m111tarr peraonntl 1 fNIIPlOT••• on WPA or liYA or CCC projeeta, proprt.etol"a, tlra .. "IIbera, ee11-e.aplOJ'tKI, caaua.l • o l"kera and ptHona l.n dc..at1o aer•1oe. 
• Data not avallablt . 

• . -
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Plnu E::lploy~ 500 P•r•on• or More P•rUclpatJ.n.s ln Pa:rroll Sa•1Dgt Plane 

(Aa reported bJ the War Sa•tn,g• Staff '• Stat• Ad:all'lt.tra tort) 

RUiiSer o.t finn W'lfli pa71"01i Percent of Eotii hi•ins pa,roil 
aa.,tns:• elan• aavtne• plant 

Stat. 
18 12 18 ' Sopt. 12 Sop t. 19 Apr. Sept. Sept. 19 Apr. 

' 
Al&b .. lo • o • o o o • • • • • • • •• • • • 41 ~ ~ ~ ~ 

78 78 
ArltOM o, o,, • , • • • • • • • • • • • • lt 

100 100 
Ar'.<tneaa. , •• , ••••••••••••• 

~H 
17• 20 ~~ ~a Plorthorn Ct l1fornll.' •• , •• •• 122 ttl m A~ Sou thor'' Cd Hornlo ••....• 121 100 100 

col orado •••••.•.•••.•••••• 1~ ~ ~1 1~ 81 100 100 
conneotlout •• , •••• , ••.. ••• 

1a zg 3Z &~ Oll.flW&I"I o o o o o o o o o o o o o o o o o o 1~ 22 
'01ttr1ot or Colw:.bh •••••• ~8 44 ~ 47 68 ~ ~ Pl or Seta ••••••••• , , •••••• , , 40 ~3 65 

Geor~"la • • ,,.,.,,, ••••••• , , 86 12} 12} 12} 70 100 100 
t4aho •••• • ••••••••••• •••• • l1 11 11 11 100 100 100 
Jl11n01t . •• • • •••, •• • ••••• • }~ ~~ 462 u9 70 g~ ~ lncl!ana ••••••••••••••••••• 1~ }~ u latra ••• 0 ••• 0 •••••••••••••• 22 29 74 74 

lt&n$1\ ••••• • •••••••••••••• • ~ e 2a. 25 92 100 100 
KentuokJ .• •• ••• •••••••••• • ~6 ~ ~ n 96 
Loul• lan.ao,,, •• ,, ••• •••••• 

~ 
96 

lla.lne ••••••••• ••• ••••••• •• 1~ 16~ ~ ;2 ~ llal"Jla.nd . 0 •••••••••••••••• lo6 

J.la•oachu•ett• •• ••••• •••••• 2F }09 )11 }}8 

~ 
91 92 

MlchJgan ••••• •• ,,,, •• • • , •• 2 5 282 282 }0} 9} 93 
Mlnneeota .,,., •• ,, •••••• ,, 1l 81 81• 82 99 99 
MJI01telpp1. •,,, • • •, ,,,,,, 1~~ 1~§ ~ 79 100 100 
!.1 1800\tt'l •••••••••••••••••• 10} 7' 90 91 

Kontana. ,, ... .. , , ••• , ••••• , } 4 2~ }~ 73 100 100 
Nel)raak.a , ••• ,, ••• •••• ••• , o 

2' 2~ ~ ~ ~ nevada, , , • , • , • , ••••• , •• , • , 

'~ New Huplhlre • ••••• , , • , • •• 29 1~~ 1&3 n 100 100 
Uew Joraey ••• , ••• •• , •• , ••• 142 211 87 87 

'1ft• Mexico •••••• ,,,, ••• ••• 5 87~ sri 5 100 100 100 
JQ'n Yol1c • •••• •••••• o., •••• 759 1 , 087 70 8o 81 
llor th Carol ina • •••• o, . o ••• 10) 1)2 13} 1}7 75 96 97 
Jlorth t>alcot.a, ••• ,,,,, •• , , • 0 0 0 0 
Oh.to •• , •••••••••• , , ••• o ••• 412 4~ 455 498 8} 91 91 

. OklahMa. o o • • ,,,,, •••• , •• , 

'~ 
Sl 

sft 
51 61 100 100 

or.,an, .•...•••....• o •• , . o ~ 6~ 13 100 100 
'Oennefl•ant&, •• •• , ••••• ••• 

~~ 596 ;6 ~ Rhode lalanct ., ••• ,. o ••• , •• A~ South Carol in& •••• •••••• •• 84 ~8 99 99 99 

South Dakota., ••• , • , •••••• 5 

1~! 1Z~ ~~ 
100 100 100 

Tonne••••· •• ,,, •• ••••• ,, ,, io 4} ~a 64 
Texaa • •• ,.,, •• , •••• •• , ••• , 59 100 
Utah , ••• ,,.,, ••• ,., ••• , • • , a 10 10 11 73 91 91 
Vermont ••••• ••• ••••••• • ••• 12 12 12 12 100 100 100 

Vlrgln.la • •• •• ,,., •••• ••••• 4' lo6 lo6 106 88 100 100 
Wa•hl~ton •••••••••••••••• 70 i~ 77 64 91 94 
Weet V rslnta, ••• ,,, •••••• }~ 72 72 ~ 

100 100 
Wleoon•ln., •••• • ,., •••••• , 127 ~~ 

11,, 154 9} 9} .-,..tns ... o • •• ••••••••••• 0 1 4 25 100 100 

.tla11c:a •••••• ,.,,, ••• , •••• o } ' ,. ' 100 100 100 

Ra l .l.J-.ot.d • ••• o , , •••••• , ••• , __w __w __w __!!.2 ....22 ....22 ....22 

~fatal •••••• 0 ••• •••••• 0 0 •• 0 ~ ~ ~ ~ .J!l ....!: .J.2 

otttoe ot tbl hontarr or the Treawf7, D1•1aton o t l tartb &D4 sta t lettoe, 

• Data are tor l epto.bor 12, lnaswcb •• no Sept.-bar 19 report • •• reeeh~. 
Regraded Unclassified
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P·trm.s £mplo71ng 100 to 499 Persona Partic i pating ln Payroll Savinge Plana 

(As re ported by the war Savln~s Statt • e St•te Adm!nlstrat ora ) 

s tate 

Alo.ba.ma •• •... ••• •• • •.. •••• 
Arizona ...... . ....•....... 
AJ~:an311l3 ·,, . · · • • • • •••• • • • • 
Northorn C&llforn!a . ..•. . . 
Sou thern Cal1torn1t . • .. ... . 

Colorado .. . . . ··· ···· ·· • • • • 
Connoct-leut . ......... . .. .. 
Oelawa.ro •• . •..• ••••... ..•. 
Dhtt"l ct or Columbia . . .. .. 
1-"lot-lda •. . ..... • ••• · · • • · · • 

oeorgln • . ......... ... .... , 
Idaho., ...... . ..... . . . ... . 
Jll!no!a ....... . . ......... 
lndlana . . ............ ... .. 
Iowa •. .. .......••• . .. . .•.• 

r.anaoa ............ ... .... . 
t:ontucky • . . .......... · · · · · 
Lou.lo1Ana , .........•..••.• 
r.!a.lno .................... . 
:!aryland . ............ . .... 

ko.saachuao t ta .. , . . • . ...•.• 
J~lchlso.n .•. . .... ........ . . 
Winne.sota ................. 
Hlssl sslpp! .. ...... , ...... 
!!lesour! ... . ..... . . . ... . .. 

!olonta.na .. . ..... .... ... .. .. 
Nebraska •• • ••••• •• •••• • ••• 
l/evada .. ......... . .. . ... • • 
!lew Hamp.ohll'O . , , , , , •.. • ... 
!lew Jor3oy ... .... . .. .. • ... 

Jtow !.:ex leo . .. , . . , . .......• 
!tow York ,,,. , ,,, o. , ••• •• •• 

Jforth Carolina •. ...... •• •. 
North Dakota . . ......... , , . 
Ohio .. .. . ,, ... ,,. ,, ..... , , 

Okl ahoma. , . . . .. .. .... .... , 
Oregon •... . .. .. ........... 
Penn3y1van1a., ........ , ... 
Rhode I al and ••... ... o o ••• • 

South Carolina ... . .. .... . • 

South Dakota • .. .. o •••••••• 

Tennessee ........ o, ••• •• •• 

Texas .... , .... o • o • , , • • • • , 0 

Utah. ,,,, o o o o o •• • , ••••• , • • 

Ver=ont • ••• . o o •••••••••••• 

Virginia . o •••••••• ••••• • • , 

\'Jasblngt on , , •• , . , .... o • o •• 

Ytoe t V!rg1n1a •• . o • • o •• ,, •• 

i'11 ac ona1n, , 0, •••••• ,,., •• • 

W:rom.tng . . o ••••••• ,,, •• •••• 

Al e.aka. . o •• o •••• •• o • • • o • o o • 

Rail roads .,, , o,, ••• o ••• , ,, 

Tot al •••• , , , . , ........ • , , • 

Nu=ber ot tim e with payroll 
aa.vlnss plana 

Apr. : op : op . 18 : s t 12 : s t 19 

149 2~~ 26~ 
tr4 

6t
5 55* 

512 
1 ,01? 

672 
756 1,015 

113 m 1~5 277 Jl 21 55 

~~ 139 
200 203 

1H }89 ~90 
31 ~2 1,8~g 1,(.00 1,852 
.~5 631 6~8 

165 204 204• 

276 286 286 
1~6 187 187• 
1~6 2p 273 

1 9 ~£ 177 277 

6&9 1, 005 1 ,018 

M r~ m. ~6 

4~~ 6z~ (,l~ 

lgf. l~i 1~~ 
11 19 
89 1~~ 13~ 

463 91 9~ 

2,J6 
~9 39 

~ .~ 3,~~ 2ll2 
11 · 

1,5tt 
19 

1, 12~ 1 , 5;2 

166 ~~ 234 
211 2 5 

1,682 2, 119 2,133 
154 25~ 256 
71 152 152 

21 ~~~ 25 
19~ ~~ 32 5~ 36 ~ 59 
281 ~88 342 
2~4 ~48 ~J 1~~ 205 
27 445 451 

17 21 22 

2 2 2• 

____..!12 ----ll2. ____..!12 

15. ~65 22 , 8~8 23,061 

Total 
nu=ber 

ot Urma 
( ootl..utod) 

285 

1fZ 
672 

1,178 

1~5 
709 
87 

191 
20} 

4~l 
2, 25~ 
6~ 
272 

286 
272 
~21 
187 
405 

1,532 
1, 030 

4~6 
96 

665 

1~~ 
21 lha 
9~ 

42 
4.~z 

19 
2 , 122 

3~9 i-
2 5 

2, 1~~ 
n1 
178 -

1,~ 
~ 

421 
~49 
2~2 
6 0 
22 

2 

___5l 

27,78} 

. 
ornce or the .:seor•~•r:r or t hO Treasury; Dlvlnon o r neaearo.n UUJ ;:)tatUtJ.o a . 

* Da ta are f or September 12 , lnaa.uoh eo no Sept ember 19 report waa received . 

PercGnt of total having payroll 
savings pl.lne 

pr. .: op : op . A 18 : S t 12 ° S t 19 

62 88 88 

~~ 100 100 
47 47 

lt ~ 100 
86 

84 100 100 

~ 67 68 
6~ 64 

27 7~ 75 
72 99 100 

32 9r 9fr 91 ~ ~3 ~8 
6~ 99 100 

75 75 

97 100 100 

~ 69 69 
85 85 

~ ~g 91 
70 

~ 
66 66 
90 91 

100 100 
61 81 82 
71 99 100 

Hft 100 100 

a~ 9~ 
67 90 
61 ~% 94 
49 100 

~a ~~ 

* 8~ 52 
74 100 100 
5~ 71 72 

loS 83 84 
74 99 100 
79 ~ 100 

t& ~5 ~~ 
t;t 100 100 

76 i!Z 24 43 
82 100 100 
83 90 90 

67 92 9~ 
67 99 100 
49 t~ l~ 41 
77 95 100 

100 10? 100 

..l!.t ..l!.t ...2!o 

...5.2 82 ~ 

Se ptomoer c::;,, .S.':/4.<' • 
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3 
9 

10 
11 
12 

14 
15 
16 
17 
13 
19 

21 
2? 
2~ 
24 

llote : 

tiiiDD SfiHS SAVlRGS BOlDS - fl!RII:S J 

COfvf lDENTIAl 
68 

Oomparl1on of September oalo1 to d&to w\tb 1&111 during the 
u Mo nU&bor of buoine .. ·u,yl In 4U&Uit aDd Jul:r 1942 

(At 1taue pri c e In thou1and1 of dollarl) 

September -'U&U•t 
September at 

lAlii : ~cent ot Aucuat 

$ 11,6}4 s 11,634 $ 14,044 • 15 ,1121 112.~ 
14 ,745 26,3111 }6,222 30.701 72.11 

18,30~ 44,687 50.797 47,523 88,0 

17.80 62,491 63,785 77,320 98.0 
19 ,166 81 ,657 86,789 95.o44 94.1 

49 ,4oo 1~,057 111,748 116,643 117.3 
1J,295 1 ,J52 128,176 1J9,J90 112.6 
16 ,4}0 16o,781 154.951 164,161 103.7 

19.57~ 180,354 164 ,566 183,238 109.4 
9,56 189.938 180,787 209.787 105 .1 

35.544 225,482 197,143 225,532 114.4 
10,717 236,199 215.~03 243,938 1~.4 
21,855 258,054 225 , 81 261,766 11 .4 

ll,621 275.675 254,163 284,111 108.5 
1 ,1176 292,151 263.900 296.344 110.7 
10,384 302.535 281,550 327,712 107.5 

4o ,h45 342.980 297.075 339.951 115.5 
9.714 352,694 313,101 358,135 112,6 

20,352 373.046 }2?,982 376.396 115.5 

27,075 4oo,l22 353.504 394.9sb 113.2 

25. 

All fl~o1 oro dopoolto with tho Tro&ourer of tho United Stat es on ~ccount 
ot proce•da of 1ale1 ot United Sta tet t&Yi ngt bonda . 
Pl5UTOO h&vo been rounded to noerost thou1~d And will not noceol&rl ly add 
to tot&lt. 
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UIII'l'ED SUTJ:S SJ.VI!IGS l!OIIDS - SWJS P JJID G OOIQ!InD 

Comporloon ot Septo•bor oolee to date with oa111 during the 
oaoe nWDbor ot buolneoo d&¥1 lo AU«Uit and Jul;r 1942 

(~t ioouo prlco 1D thouoando ot dol1arl) 

Sopto•ber Auguot 

CONFIDENTIAL 
69 

••ber 1942 
• 7,528 $ 12,222 • 12, 59t 61.6~ 1 $ 7,528 

2 9,811 17,}39 28,810 21,98 60.2 
~· 

~ 9.397 ?.6, 13~ 41,258 tll41 64.8 
10,678 ~,41 54,105 9.175 69. 2 

5 10,713 ,127 71.552 62.561 67.3 

8 18,550 66.678 84, 777 84,1113 78.l 
9 6,072 72,7119 92.566 101 ,585 78. 

10 6 ,279 79.029 1o6,782 124,568 74.0 
n 7.?35 86,~ 112,171 141,618 76.9 
12 11,)42 90. 120,974 162,232 74.9 

til 1~ , 347 103,~2 127.375 176.590 . 81.6 
15 ,915 108, 7 1~,119 191.991 79.4 
16 12,776 121,643 1 .,72 2o5,8G3 86.7 
17 9 ,917 131.56o 153. 96 221,1 7 85.7 
18 6 ,334 1~7,893 158,G09 230,842 8],1 
19 3,J61 1 1,255 168, 15 252,731 83.9 

21 15,8?0 157.075 176,681 262,178 88.9 
22 5.653 162,7~11 182,842 278.505 89.0 

~G 12,959 175.687 186,207 293.679 94.4 
11!,445 190, 132 196,715 }08,077 96.7 

D1vlo1on of Reotorch and Statiotloo. ' 

~,t,. : 

All ncureo are depoo1t o "1 th tho 'l'reaourer ot the United Sttoteo on aeeoun t 
ot proceed• of ealee of Onlte4 Ststta eaYings bon4e. 
llcuru ha•o bot:> roun4od to neareot thouoand and vll1 not necouar1l;r add 
to totalo. 

• 
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tnll!llll SUDS SATIIIOS BOIIDS - T0U1. 

r:o~·~!DENTlAL 

70 

Comparison of Septo11ber oa1oo to dato vith oaln during tho 
, .,, number of buoineoo dayo in Au«uo t end July 1942 

(At ioouo price in thouoondo of dollora ) 

Soptombor Aucu•t Jul;y 

•b<r 19112 
• ~.267 1 $ 1,,16:> $ 19,162 • 28,418 n.~ 

z 2 .558 43.720 65,032 52,687 67.2 

~ 27.702 71,422 92.055 79.964 17. 6 
?8,4$2 99.9o4 117 ,8~ 126,495 84.7 

5 29 ,880 129, 784 158.3 1 157.6o5 82.0 

g 67.950 197. 7}4 196.524 201,056 100.6 
9 19.367 217,101 220, 742 24o.974 98.4 

10 2? ,70~ 239.810 261 ,763 288, 729 91.6 
11 26,807 266,617 277 ,037 324,856 96.2 
1? 13,926 280,5411 301 , 761 372,020 93.0 

14 48,890 329,434 324,518 4o2,122 101. 5 
15 1a.632 345.o66 353,022 435.929 97.7 
16 3 ,631 379.697 365,852 467.599 103. 8 
17 27.538 4o7. 235 4o7.659 505,257 99.9 
13 22 ,809 430,0411 1122,209 527,186 101.9 
19 13,745 411J, 789 449.965 580,4113 98. 6 

21 56,266 500,055 47J , 7~6 6o2.129 105.6 
22 15.366 515,422 495.9 3 6J6,64o 103.9 

~~ 33,311 548,733 509,189 670.075 107. 8 
41,521 590.254 550.219 703,062 107.3 

of tho 
Dtvioion of Reoearch And Stetiotico, 

All fi gureo •~o dopooito vith tho Troo•uror of the Unit ed Stat•• on account 
ot procoodt of o01oo of United St&teo oovin&t bondo, 
Ji~tree have been rounded to nearee t thoua&nd and v 1ll not neeeaseri ly Rdd 
to tot&lo , 
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Dally 

n.6 $ 11.6 $ 14.9 
14.7 26.4 34.5 
lS.J 44.7 ~5 . 5 

17.5 62.5 81.0 
19. 2 Sl. 7 98.3 

h3.4 131.1 143.3 
13.~ 144.11 168.8 
16. l6o.8 193.4 
19.6 1SC.4 2?0.6 
9.6 189.9 239. 2 

35.5 225.5 272.7 
1~ .7 2;50 .2 288.2 
21.9 258.1 }07.6 
17.6 275·7 327.2 
16.5 292.2 J50.1 
10.4 J02 .5 365.4 

1:0.4 }43.0 399.6 
9.7 352.7 41';.7 

20.4 J7J .O 436.2 
27 .l 4oo.1 457.1 

41!1 .4 
1197.4 
532.7 
549.2 
570.0 

91.5 
85.5 
83.1 
81.8 
79.4 

82.7 
82.0 
8~.9 
8 .J 
8J.5 
82.8 

65.8 
64.8 
85.5 
87.5 

Saloo of United Statoo oavin&o loldo 
SeptoAbor 1 ttt.oucb September 24, 1942 

CoAParod vHb ulu quota for ,..,. peri od 

(At 1caue r rice in Di111ono of do11aro) 

llai}Jr 

$ 7.5 $ 7.5 $6.9 lOS. rf. 
9.8 17.3 16.6 1o4.2 
9.4 26.7 26.4 101.1 

10.7 ~7 .4 ~.6 1Q5,1 
10.7 8,1 .2 114.0 

18.6 66.7 58.1 114.8 
6.1 r:q 6].8 107.2 
6.3 79.0 76.7 103.0 
7.2 86.J 84.4 102.3 
4.3 90.6 9Q.1 100.6 

lJ.J 104.0 99.7 104.} 
4.9 108.9 105.0 10}. 7 

12. 8 121.6 112.1 108,~ 

9·9 1}1.6 119.2 110. 
6.3 137.9 1?5.7 109.7 
J.4 141.3 1}0.5 108.3 

15.8 157.1 141.0 111.4 
5.7 162.7 147.0 110.7 

13.0 175· 7 1~5 . 2 113.2 
14.4 190.1 1 J.4 116.3 

171.0 
176.6 
188.7 
195.5 
205 .0 

D1T1 11on of 

Daily 

• 19.2 
24.6 

• 19.2 
4J.7 

2]. 7 71.4 
28.5 99-9 
~.9 129.8 

6r.G 197.7 
19. 217 .l 
22.7 
26.8 

239.8 
266.6 

13.9 280.5 

48 . ~ 329.4 
15. 345.1 
34.6 ~9 · 7 
27.5 7.2 
22.8 4}0.0 
1J.7 114).8 

s6.J 500.1 
15.4 515.4 
33·3 548.7 
41.5 590.3 

ActUAl sale& f i&'Ul'e • are deT~-oaita v1th the Treaeurer of the United Stet et on account of proceeds of aalea of 

l'iguru l:.a•o been rounded and v1ll not neceue.rilJr add to totalo , 
~~t~d Strtet aaYiaga bonda. 

~1o to. tokeo into account both the dallY trend duri n& tho veek ud the 100ntb}Jr trend dur!Df; the c<>nth . 

$ 21.8 88.1~ 
51.1 85.5 
1!1.9 87.2 

116.6 85.7 
111o.5 92.4 

201.4 98.2 
2}6.6 91.8 
270.1 88.8 
305.0 87.4 
}29.3 85.2 

372.4 88.5 
~9}.2 87.8 
19.7 90.5 

446.4 91.2 
475.8 90 .11 
495.9 89.5 

sllo.6 92.5 
562.7 91.6 
591.4 92.8 
620.5 95.1 
652.4 
6711.0 
721,4 
7114 .7 
775.0 
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WEWRANDUI.! FOR THE SECRETARY. 
September 25, 1942. 

~ Report 

There has been a slight retrogression in the vol­
ume of mail received, and no new subject has entered 
the picture during the past week . 

72 

Wuch of the clamor about taxes has subsided, the 
proportion of comment ·remaining much the same. 1 f ew 
letters express unqualified approval of the Treaaur;y 
program; an equal number are coopenthe but make sug­
gestions for simplified methods of collection, and the 
great majority are opposed either to the entire program 
or to some one feature of it . The outstanding complaint 
is against the imposition of higher peraonal taxes. The 
Ruml Plan has one opponent to six advocates, and the with­
holding tax two opposed to five in favor . Opposition to 
the spendin~ tax outnumbers approval by two to one. The 
excess prof1ts tax for individuals continues to receive 
considerable avproval . The same possible exemptions that 
have appeared 1n earlier mail continue to be asked from 
day to day. 

The Sales Tax remains strongly in favor, with 3 
advocates to 1 ovponent. One city went on record as 
opposed to taxat1on of tax-exempt securities . There were 
5 suggestions of a savings sales tax. 

On the Bond front, compulsory savings have made a 
decided gain in favor . One of the interestin~ develop­
ments of the week was a "Buy 'Em and Burn 'Em campaign 
in Gallatin, Missouri . {See abatract on page 5.) 
312 cards were received, each containing the unburned 
portion of a Stamp . The total value of Stamps thus 
destroyed amounting to $192.00. 

Several letters raised the question of the Govern­
ment's ability to redeem Bonds when they mature. Other 

... • 
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Wemorandum for the Secreta~. Septeaber 25, 1942. 

letters r epl7 to the question aa to wh7 aalea are lag­
ging, and the usual causes are suggested. The unjusti­
fied cashing of Bonds has been repor ted in 11 lett ers, 
and 18 complaints were r eceived--seven concerning dela7 
in delivering Bonds under paTroll deduction plana. 

The threat of possible increase in Social Securit7 
taxes appears for the first ti.e thia week . 

Aside from taxes and Bonda, there has been a scat­
tered aisoellaneoua ll&il including the usual anti- labor 
letter•, those urging Governaent eoono~, and those 
discussing infb.tion. 30 lettera complaining of the 
shortage of silver for co.mercial use have been received; 
28 of these having been referred to the Treaaucy b7 
Members of Congress. 

During the past t wo weeks there has been quite an 
increase in the abusive mail, such oo.aunications being 
largel7 anonrmoua, and moat of tbem prompted b7 the threat 
of higher taxes . The peat few daya have brought 10 anony­
mous and 2 signed communications of this t7Pe . 
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General Commenta 

John Ramser, Winnetka, Ill. Enclosed 70u will f ind a 
check for $21, from the North Shore Scandinavian Kale 
Chorus . It is their hope that this money be used toward 
a purchase of a bomber . 
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H. N. Hansen, North Weymouth, Kass. I give an exhibition 
of Bag Punching for the World Championship some time ago 
and proalaed the net receipt to Uncle Sam for boabers, 
I cleared $15 and paid $6. '75 in taxes, and t he balance .•. 
of $8. 25 I am sendlng to the Treasurer of the Unlted Statea 
to help build more bombers. I am sorry the amount is so 
small, but it might be enough to help to fir e the last 
shot to win the war . I feel that I must do all I can to 
help those countries across the water, to win their free­
dom and live on the other side of the water as we do on 
this aide of the United States , Jlthough we are the 
youngest country in the world, we got to pay the bills 
for the whole world today; and also help them at any cost . 
I have another exhibition going on, and I will try and 
send you a few more dollars. 

Thomas BumJlhria , Bod Carriers' Building and Common 
Laborers' Union of lmerica, Blnsdale , Ill. * * * For the 
l ast seven years I have been the Business Representative 
of rq Local Unlon. )l;y Union has willingly granted • 
leave of absence so I could go back to rq old job as a 
construction laborer and work five and one-half days for 
~ country. I am enclosing the two checks that I earned 
l$12.18 and $42.88) . I t is my sincere hope that every 
Labol' Repr eaenta ti ve in the United Sta tea will find tl.111e 
to go back to the job he held before his election as a 
Representative of Labor, and put in a few d-rs for Uncle 
S1.m, * * * 

H. C. Durraolual:dt, Karion, Va. I felt that I should write 
you about one of your staff, Yr. Walter Frese, who was a 
fellow internee at the Stanley (Bongkong) Intel'n11lent Cup. 

• 
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I belieTe Mr. Frese i a a Treaaur7 D!Part .. nt Auditor who 
was in Hongkong in connection with •tend-Lease• mattera, 
and who returned on the repatriotion ship, Gripshola. 
I was associated with Mr. Frese in a great deal of the 
work necessaey to maintain our lmerican collllllllllit7 at the 
Stanley Camp, and I assure you that it was largel7 due 
to the bard and good work done b7 »r. Frese and his un­
failing tact and courtes7 in dealinJt with people whose 
nerves were at the breaking point, that made it possible 
for the American section of the Camp t o maintain the high 
morale it bad all during the extremely teying conditicna 
of the Internment Cup. 

"Just a Mother•, Flint, Mich. ·• • • Last night a propa­
gandiat froa 70ur Department apoke to the aen at the Fiaher 
Body Plant. He practicall7 told them they were losing the 
war because tbe7 were not working twent7-four hours a d17, 
seven da7s per week. Perhaps he waan•t too pleased with 
the apparent lack of entbu.siaaJD. of the un. Likely aoat 
of them were thinking, ~ ian' t the factory open seven 
days per weekf Wh1 have we been idle for so long, wai t­
ing for the factor7 to begin production? Why were new, 
inexperienced men hired firat and given the da7 work, 
while the older men were hired last and giTen ni,bt work, 
and the Union Co.aittee aen given sweeping jobaf • • * 
~ ia there ao often no material wi th which to workf Wh¥ 
are they told to continue to run their machines if there 
is no material? Is that econo~ in power and wear on the 
maehinef • • • Wbf doesn't Congress spend half the energy 
on seeing there is production of war material as they spend 
on trying to regiment labor?" You bear much of huge wages . 
Plent7 of men would like to see them. Working fiTe da71 
per week at the same wages the7 received in the auto in­
dustrT doesn't increase the11. enf. With the old taxea and 
the new one• coming, tbe7 will be bard put to it to make 
ends aeet, losing a.round fifty percent of incoae, • * * 
See the addresaes of the b071 killed in action. Whose sona, 
brotbera, frienda ,· are in the tanka and in the intantr7, 
in the air and on the seaf • • • It is perbapa a pitT 70u 
couldn't see fathers bagging for a chance to work, while 
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high school, inexperienced bo7s, clerka, teaohera, eto., 
were put to work first . * * * Why some hundred tanka 
stored at the Fiaher Bod, waiting !or treadai while the 
bo71 are waiting for them? ** *Wh1 the de ·•1 in oroaa­
countrr progreaa by the difference in tax weighta LDd 
meaaurea of peraiaaible truck deliTeriea? One oountr7 -­
or forty-eight? 1hy loads of liquor taking precedence 
over boat loads of mUD.itiona'l The Prealdent hu a large 
enough load to carry. lh.Y does.n ' t Cougreaa look after 
those things,, or ia it politics firat'l * * * 
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W. B. Hughes , SecretarJ, Nebraska Banker• Association, 
Omaha, Neb. · Nebraska bankera are patriotioallJ devoting 
their time and enero to selling ..-ar Bond• . Bankers of 
other States are liEewise doing yeoman serTice. While 
bankers are thus engaged, the lklnrnunt ia peraitting 
another of ita dhiaions , the Production Credit workera, 
to aggressiTelJ seek to take !rom these banka in this 
district the best agricultural loane in their files. * * • 
Another instance of the same old process, an emergencJ 
agencr seeking to perpetuate i tself . Ka7 we ask bow this 
inconsistent situation ia viewed b7 Jour office? * * * 

Samuel K. McKendree, Modern Dr7 Cleaners, DanTille, Ill. 
• • • Sometime ago, posaibl7 six weeks, there was an 
inspector from the U. S. Treaaury Department came in to 
~ place of busineaa and informed ae that due to the fact 
that I bad acre than eight emplo1eea, I waa liable for 
Federal Une~loyaent Inaurance . He checked -r recorda and 
went all the wa7 back, and aa a result, I had to p&f Fed­
eral Uneaploraent Inaurance in a nice tid, aua. Since that 
tirae I have talked to several busineaa men and manufacturers 
in f111 co-uni cy who emplor acre than eight. I have not 
found a single one who ia pa7ing Federal Unemployment. 
Now, don' t aiaunderatand ae. I aa per!ectlJ willing to 
PIT, and due to the !aot that our Government is in need of 
finances from ever7 poaaible source to prosecute and bring 
to a eucceaa!ul teraination this war, I feel that such a 
law ahould be enforced, and eTerJ one ahould pa7 it. I do 
not like to feel that ju.st because I am a o .. 10orat, and 
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the.t the Stet• of illinois baa e Republice.n ngiML thAt 
1 he. n been aingled out e.nd such ection t a.ken ailrp.I.J to 
pene.Hr.e me. I would like to hea.r f roa 70u rele tl n to 
the content a of t his letter . 

Jo7 Elmer Morgen, National Educetion 1aaociation of the 
United Ste.tea, Weahington, D. C. 1 teacher who took part 
in the auger rationing writes to suggest that since it 
was the moat complete cenaua ever ta.ken at the leest coat, 
and inconvenience, that the sue •chiner7 be used f or send­
ing out income t ax blanks, so that eech person over 16 or 
18 who received e sugar ration book would recei ve a cop7 
of the i ncome tax blank. * * * 

Regraded Unclassified



• 

- s -
78 

Favorable Co ... nta ~ ~ 

Joseph J. Gaber, Gaber Dental Laboratory, Waterbury, 
conn. • • • Your present effort in selling more Bonde 
to the white collar group and ••ll buaineu aen would 
be easier if these people bed a aore coapact wa7 of keep­
ing thl!l. The past two 7eara I han been buying Bond• 
($26 and $60 denominations) , and now have a collection 
of small Bonds even· too bulkJ to keep in a aafe deposit 
box, together with other important papera . It is ri•k7 
leaving thea around. Therefore, I took the •tter up 
with WI blllk, and the7 auggeated I send _thea to the 
Federal Reaerve Bank and caah thea, then bUT larger Bondi 
with the mone7. Thia doe• not aeaa practical, aa the 
receipt of a l arge sum or check would be a temptation 
to pay billa or uae the aoney for other purposea, de­
feating the purpose of 70ur prograa. (Suggeata exchange 
for Bonde of larger denoaination, without cubing, or 
large Bond-Staapa, of $26 value, to be pasted in booka. ) 
• • • In defense areas aiailar to ours, where hou.aing 
and rooming conditione are so bad, a ameli Bond book 
would be easier concealed at hoae or on the peraon. 
Whether you can use Df auggeations or not, I ahall con· 
tinu.e to buy Defenae Bonds, but aincerely hope soaething 
can be worked out for the aaall Bond purchaaera. 

Clarke Venable , Chai rman, •BUT ' Em and Burn •Em Committee", 
Gallatin, Missouri . Recently you stated that more 
.. hoop-la• should be injected into the Stamp and Bond 
drives. Out here in the provinces, we have no jeeps nor 
tanka to aid ua, and we han to get along without bene-
fit of Hollywood. No ac tressea coae to ua to sell kiuu, 
poochesi or sarongs . We have to invent our own •whoop- la • 
The eno osed post card, with the fragment of a $1.00 War 
Savi~a Stamp attached, ahould tell ita own atory. It ia 
our "Whoop- la •, Within a day or two, your Departlll8nt will 
be seeing hundreds of these carda in the mail. Each card 
will bear the fragment of a War Savings Stamp, in denomina­
tions ranging from 10~ to $50. In every caae , the other 
fragment of the Stamp has been rublioly burned. We ataged 
the movement at a three-day Fal Festival, and it greatly 
stimulated sales, • • • 
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c. R. DeweT, President, Graoe National Bank, Hanover 
Square, B.Y.C. I haTe received froa an elderly aaiden 
ladT a letter which aeeaa to ae to be worthwhile b&Tiug 

reproduced from the point of view of eales appeal. 
CertainlT, if we were to atte~t anything like that 
LibertT Bond campaign of the first nr -- end I 'a not 
at all certain that the job can be done without 1oae 
such effort -- a letter of this tYie paoka a lot of in­
spirat ion. It reads as follows: Repl7ing to TOur let­
ter in regard to the purchase of War Savings Bonds, I 
shall be glad to purchase a Bond for $26., this being 
al l I can do at preeent from ~ Social SecuritT payment, 
which ia all I can spend.* 

Paul C. Pancake and Walker ~· Co-Chairmen, Cabell 
County War Bond and Stamp Co ttee, Huntington, W. Va. 
* * * For six months our War Bond and Stamp Committee 
has maintained a panel poater on Post Office propertT 
i n Hunt ington. * * * The Post Office Department, through 
the Postmaster General, Frank c. Walker, has ordered ua 

to take down this poster. Since the TreasurT Dept. holds 
title to all Post Office Department propertT, and aince 
all postmast ers ect ea custodians of that property for 
the Treesury, we wondered whether to obeT Mr. Walkers' 
orders end teke this sign down. Our Committee baa done 
an outstanding job for Wer Bond• and Stamps . We haTe 
one of the best organizetiona in West Virfinia. We have 
met our quotes regulerlT and hope to oont nue the good 
work. We cennot put enthusieaa into our work if we have 
to battle men who do not understand that the countrT ia 
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at war, and the feet that everT available resource should 
be uaed to rouee the public , We submit that maintalning 
our sign on Government property does not mar that propertT, 
nor does it detract froa the dignitT of the Post Office. 

***We have had our hair ·ruffled over this sign for 
three months, a.nd we think the Post Office Department' a 
attitude ia outrageous to •aT the least . We aincerelT 
hope that 1ou, es custodian of the propertT, will be able 
to tell ua t o keep the sign where it ial and to continue 
to put all our •pep• and zeal into sell ng Stamps and 

Bonds , * * • 
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Elizabeth Jessie, Poataiatreaa, Rawl, W. Va. In the past 
few months the people of thia co..unlt.f have been bUJing 
Bonds , and as soon aa the 60-d&fl expire, the7 coae to 
the Post Office to have them aigned to get cashed. Todar 
the7 come not with one, but aeveral , to be aigned. I have 
refused to sign them because the mines are operat~~ere 
on and NIGHt, the emplof eU get paid nerf two weelta, 
and I u au.re the7 do not need &n7 110ne7. Please a.dviae 
if I ahould aign these Bonds . 

Pvt. R. J. Cha.rlea , Hospital One, Scott Field , Ill. 
During .q conva.leacent period I ha.ve had aore tiae to read 
and listen to ra.dio appea.la for Wa.r Bond aubecriptiona 
tha.n an a.ctive dut,r soldier would nor•ll7 have . I .a.a of 
the profound belief tha.t aa.lea would be atisulated·con­
sidera.bl7 if ata.tistlca of aol41era who a.uto ... tica.ll7 bur 
Bonds , were made known to the pvblic . * * * 
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Unfavorable Comments on Bonds 

Mrs. E. B. Newman, Br&ttsville, Wd. If there is &D1 
indifference on the part of the public to the demand for 
aubacription to War Bonde, it is the fault of the !dain­
iatration which should h&ve its nr to the ground and 
listen to the man in the street. One hears on all aidea 
remarks of lack of confidence in the SPENDING by the 
Administrationi• for the catering to the Union racketeers. 
• • • This how for a crap, we hear ' till our urs ache . 
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We dif down and find hundreds of pounda of sorap, big 
and 1 ttle . We notif1 the Salvage Committee in the Jlbee 
Building. We haran the Salvation ir-.r, we uk the local 
junk people, and what ia the result? We are told to take 
It to the dealer a. And wouldn't we look dainty, ahoulder­
i.ng a 30-gallon falvanized boiler, which would yield .. ny 
pounda of aorap ron? No one co .. a for it, and ao there 
it alta, and the ld.iniatration atoofes continue to 1elp 
for scrap. What a !&roe~ However., .n the name of the 
glorious young men who are aaving the country ' • honor 
regardleaa of politioiana, I am enclosing 111 check ($18. 75) 
for another War Bond, although I ahall not live to reap 
where I sow. It ia juat in the name of our Marinea and 
fl;yera. 

J . T. Worton, Personnel Director, Michigan Malleable Iron 
Co., Detroit, Mich. This companJ and ita e.ployees have 
a complaint to u.ke regarding your repreaentatives' fail­
ure to keep an appointment at our plant for 11:30 a.m. 
this morning. Your Keasrs . Rife and Gray called at our 
offices and requested that all our employees be gathered 
together at ll:SO a.m., Thursday, Sept. 10, in order that 
Kr. Iabey could addresa them concernlng increasing their 
purchaaea of Defenae Savi.nga Bonds under the P&Jroll 
Deduction Plan inatituted aoae month• afo. i t your requeat 
we purchaaed red, white and blue aubscr ption c&rds. Our 
emplo;yees were taken from their jobs where they were work­
ing on nr work and auembled at a point where your sales­
man could talk to them. They stood around and cooled their 
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heels for hall an hour lDltil noon, when their llDlch 
period started. lbout ten or fifteen ainutea after the 
lunch period started, one of ;your representatives ap­
peared, told ua that Kr. Iabe;y would not be able to 
appear, and addreaaed the few emplo;yeea who could be 
brought together at that tiJM . Bow ill the worll. do 
JOU expect to sell Bonds or will a War in thia .-nner? 
The production of 500 people for one-half i• •t.plT 
' gone wi th the wind•, and nothing baa been accoapliahed. 
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Keith H. Tuetiaon, l dvertieing Dept., Defiance Crescent­
News, Defiance, Ohio. • • • Here ia what we have experienced 
in the last two weeks in response to two urfe.nt lethra 
for War Bond ad mats. From Chicago we rece ved a large 
packet of mata lFTER LABOR DlY, all of which pertained to 
Labor Da;y. lt the 1101t, a newspaper could use onlT one 
Labor Da;y Bond ad in the firat place, and after waiting 
awhile, we wrote our own. From Washington todaJ, we re­
ceived a packet of meta -- all of which we have had in our 
files for 110re than two 110ntha, and 11101t of which han 
appeared in our paper. Such constant inco~etenc;y and 
repet i tion of effort i s amazing when this colDltr;y is in 
a war for life or death. I! the cooperatin War Bond 
newspaper advertising program ia to continue, the Treaeur;y 
Department must produce the gooda. lfter urging news­
paper• to sell the .,ar Bond advertising idea, ;you are 
failing to live up to ;your share of the bargain. We have 
found our adverti aera more than willing to cooperate, but 
GOOD ada must be supplied b;y ;your Department, if their 

interest ia to be maintained. • • • 

Wm. F, Sperling, Sa&inaw, lfich. l!ter reading in the news­
papers of the oon!uaion and dela;y in Post O!ficea cauaed 
b;y the difficult;y purchaaerl of U. S. Savings Bond• have 
in properl;y identif;y!n2 theuelvea and obtaining certi­
ficates of identification when the;y are required to oaeh 
in their bonds, i t aeeu to ae that moat of thia could be 
eliainated if a blank apace wae left on the back of auch 
honda on which the purchaur could place hia fingerprint. 
at the time of purchase. This simple expedient should 
f acilitate and expedi te the caahiug-in procedure materiall;y. 
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John W. Watling, Inveataent Seo~itiea , Detroit, Mloh. 

• •• How long will it be before the Treu1117 Dep&rt­

ment will wake up and realize that the buaine1a of 

financing this W&r is just a1 1eriou1 a1 the production 

o! aateri&la, itaelt? Ever1 one who hal aona in the war 

realizes that there haa been a lot of bunk in ao.e of 
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the methods involnd in the Bond 1&1ea prograa. Whether 

or not adequate long tera financing can be provided !roa 

the public by voluntary sales, I aa not prepared to 

answer. Up until a few aontha ago, the investaent bank­

ing industr1 had adequate personnel for uae in planning 

and organizing a Job of this kind. i s71tea for contact­

ing thousands of 4nvestora could develop continuous aalea 

and aubscriptions. • * * I am a~e that the investor 

and businesa man ia not intereated in a klaa froa Hedf 

Lamarr aa a reward for bU¥ing a few Government Bonds, 

or is he going to a booth in a movie pict~e theatre to 

transact this buainesa . * * " It would probably be better 

if people who had spent their livea in the aecurities 

busineas were brought into thia service, and the aovie 

picture ac tora and actreaaes left to continue in their 

chosen occupation. 

H. J. Ketohea, Preaident, Seourity Bank of Rich Bill, 

Rich Hill, Mlaso~i . • * * In spite of all the Bond 

iasues that have coae out, it seema to ae that the Govt. 

has not yet issued a Bond that is what you would call 

flexible. ~ing World War I, the oitisena and bankers, 

or aey one concerned, were offered a cha.noe to b\11 War 

Banda at 4t% intereat. Banker• purchased a great m&D7 

of these Banda !or their own account, and also to secure 

public funds . They were alao used as a basis of aec~­

ing loans. Perhaps 4t% i a too high for the Government 

to pay for borrowed aone7, although at the present ti.e 

they are paying two and three tiaea !or material and 

labor. r-tblnk a Govern.ent Bond which should be sold 

to &n7 one for iar, to draw 21%, due ln twenty year•, 

should find an natant response over the entire United 

Statu, and u the War proceeda, the interest rate should 

be raiaed to 3%. I note with interest what you say &boat 

inflation, and would like to say that we have aeen very 

little of it in thia section of Mlaso~i , and at the 

present time, it ia causing us no worry whatever. 
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T. s. Chade&Jne , N.Y.C. I diatinctlT reaeaber a&n1 
pleasant tt.lka I bad with 70u while accoap&JI1i.nJt rq 
father to the hoae of President Roosevelt at Btne Park. 
• • • I have just received 70ur telegraa of Sept. 9, 
regarding the dela7 in the i aauing of War Bonds t o our 
employees. • • * It would be Mf suggestion to issue 
higher denomination Bonds, encouraging the employees to 
take a $100 Bond in longer intervals, instead of a $25 
Bond. ! t the outset of the prograa, I encouraf!! the 
employee to take a lower denomination Bond, pr ril7 to 
give hi• a piece of paper in the early stagea to encour­
age hia t o add .ore Bonas in the future . • • • There ia 
another very vital problem that we have. The prospectus 
of the Series E.Bonds states that the Federal Reserve 
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Bank will provide aafekeeping for all these Bonde . I have 
tried to work out something with the Federal Reserve Bank 
so that we can send the Bonda direct to the.a at the time 
we issue them. • * • The problea of storage ia so acute 
that the7 try to discourage the practice by making each 
individual appear at the bank with the Bond to be placed 
in safekeeping. This practice ia all right f or people 
who have time available to go to the bank and deliver the 
Bond. In our oase, where all of our departments are 
operating on two ten-hour shif ts, it does not leave •01 
available t ime for a man to t ravel to the Federal Meserve 
Bank to place hia Bond in safekeeping. • • * I have ap­
proached the Federal Reserve Bank, and, frankly, they do 
not want to handle it on t his basis - - and I see their 
point. I think it is absolutely necessary to provide 
a method of safekeeping so that the issuing agent can 
forwa.rd the Bonds directly to the safekeeping establish­
ment and have the safekeeping establishaent verif7 the 
receipt thereof. The request for this originated with our 
Union, and they have been after me on a number of occasi on& 
to know what can be done on this aafelceeping problea, and 
f rankly, I would ver7 anch like to accede to their r equest. 
I think that it would ver1 aaterially revert to the Govern­
ment's benefit, since the eaployee would not have easy 
access for cashing the Bond before maturit7 date. * * * 
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Lt. John EdeTries, Waahington, D. C. Laat night I viaited 
the newsreel where I aaw the aplendid laT,T picture, •The 
Battle of Midwa7•. It waa inapirat ional. ! bit later 
a short waa abown, iaaued b7 the Treaa~, aaking people 
to b\11 Detense Bonda. It aeeaed to ae that the tiaing 
was excellent. However, the bid waa made b7 a man aoae­
where between 25 and SO. Now I have no doubt ~atsoever 
that this 70ung man, in civilian clothes , waa perfeotl1 
legi timate. Yet, the first thought - -r immediate re­
action was -- wh7 isn' t be in the !r_,? Having this 
problem to solve firat, aentall7, I did not concentrate 
as auch on his plea aa would have been the oase if the 
plea bad been made bf eoae older peraon, who obviousl7 
would not be in the Armf• I aa inclined to suspect that 
more people r eaoted that wa7. This has Just been an 
observation, but I felt it mf dut7 to br1ng it befor e 7ou. 

F. A. Shick, Comptroller, Bethlehem Steel Companr, Beth­
lehem, Pa. With reference to 7our telegram of Sept. 9, 
and our repl7 of Sept. 12, concerning the matter of 
deliver7 of War Savings Bonds to e~lo7eea of Bethlehem 
Steel Corporation, and Subsidiar7 Companies, we would like 
to call 70ur attention to several bottleneck& in our pro­
cedure as Issuing !gent, which are caused by the Bond it­
sell, and which greatl1 slow up our production. Placing 
of the Compan7' a Imprint ataap and date in one location 
on the Bond, and in another location on the atuba, ooapela 
us to put each Bond through the ! ddreaaing Machines three 
tiaea . We have approxiaatel1 200 000 aubecribera, and to 
handle three aeparate t iaea each Aond purcbaaed b7 auch 
a large number of eaplo7eea, within the tiae we are ex­
pected to handle thea, appear• to be a pb7sical iapoaei­
bilit7• (Suggeationa aa to this, and other probleiiiB of 
handling follow, ) * • * 

Harry E. Martin, Manager, Council Bluffa Grape Growera 
Association, Counoil Bluffa, Iowa. We wri te 1QU in friend­
ship and.Jood will for the work in which JOU are now en­
gaged. 1 of our eaplo7ees bur Defenae Staapa and Bonde 
with a full ten percent of their aalary, and have been 
doing 10 since laat February. We believe thia ahould be 
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eoapulsorr, and not hit and aiaa. • • • However, I do 
object to a setting up of a State ldainistrator and a 
War Savings Staff ln eaoh state to paaa on raporta to four 
office, and we object so aeriou.al7 that it it waan•t for 
the War effort, we wouldn't give a di.e until fOU quit 
srendinfaonef needed for the War on these uaalaaa agan-
e ea . oopy of the l etter I have wri tten to Mr. V. L. 
Clarke is attached. That•a the WIT we feel, and that ia 
the way a lot of people i n Iowa feel, and make no mistake 
about it. (The following ia the letter addresaed to·Mr. 
Cluke by Mr. llartin.) We han fOur note a&fing that we 
have not sent in our Payroll lllotunt Report for the 
preceding .onth. That is verr true . Furtheraore, fOU 
are not going to get it. Je started this plan in Feb. 
and we are one hundred percent, and we sti ll ire, and we 
think your o ffioe could spend their time auch bet ter bf 
getting out and atiaulat~ Bond aalea instead of aaking 
for reports that we are not going to make; and further­
acre, this takea a lot of aonef that we ira giving for 
the war effort, to pay feura and like peoplea aalariea. 

1. L. Gephart, Pittaburgh, Pa. I am enclosing fOU here­
wi th fora circular, dated Oct. 1, 1941, for verification, 
addreaaed t o me at 902 Huber St., Johnstown, Pa., thank­
ing ae for -r patriotic cooperation in bUflng United 
Statea Savings Bonds . This was purchased Jul7 22, 1941, 
issued in the name of llphonae L. Gephart and Rosemari e 
Gephart SchelhaiiiiDer, as co-owner. Rosemarie Gephart 
Schelhammer, the eo-owner, died at 1lt oona, Pa., about 
Deeeaber 22, 1941. 1s the aurTiving co-owner, and pur­
ch.aaer of the Benda, I atte11pted to have other Bondi 
issued, aubstituting other co-owners, and I waa inforaed 
at the Pittsburgh Post Office

1 
at two windows gi ving in­

foraation on the Benda, that would be unable to have 
the Benda changed, aa desired, unless I aeoured a death 
certi!ioate, which would require ... to .eke a roundtrip 
to Altoona, Pa. , bf train, of 228 ailea, neceaaitating 
railroad ! are expenaea, secure the certificate (which 
would require Not&rf f eea), and -rsel! .aka a aiailar 
affidavit at addit ional Notary expense for the Treal~f 
Depart-ant, to which might be added other expensea whlch 
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I have no knowledge of at the present tiae. ! 11 of 
these coste and expenaea to laTe the original date of 
iaaue of the Bonde, which, durinf the first year do not 
p&J' one cent inter eat . Upon fur her i nqui17, I found 
that the quickeat way would be to turn the Bonde in to 
the ReeerTe Bank, get thea oaahed, and then purohaae new 
Bonds in this manner. I don't think that it ia the in­
tention of the Treasury Depart .. nt to require the c&lh­
ing in of the Bonds, or to place the owners of the Bondi 
to such extraordinary expenaea, as aboTe-aentioned. It 
is possible that aoae of the co-owners on other Bonds 
which I have purchased may be in the military service, 
and in case they are reported aa fatalities, it would 
become necessary for me to attempt to 1ecure informati on 
which I might not be able to procure. In view of the 
fact that the co-owner• theaaelTea do not know that they 
are the co-owners of the Bonde , and the Treasury does 
not require any writ ten application from the oo-owner1 
at the time of the purchase of the Bondi, it does seem 
far-fetched and unnecessary to require the above red tape 
and expense to protect only the original date of ieaue of 
the Bonds . • • • 
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F. B. Heath, President, ll&.kota National Bank & Trust Co., 
Bismarck, N. D. I can understand why you should be mil­
underst ood in your atate .. nta made in regerd to the War 
Bond program. In the fi rat place, Wuhington in general 
i a inclined t o aay too auoh and make too aaD7 pro&iaea . 
They do not like to call a apade a spade . In reading 
the aecond sentence in the second paragraph of your letter, 
you etate, •r han said that it must therefore be sup­
plemented by a aore drastic and comprehenaiTe tax prograa, 
including a t ax on apendinga, a part of which would be 
treated &I a debt to the taxpayer and repaid a!ter the 
war•. How if ~ such plan ia in aind, why not call it 
a tax and forfet about the r ebate following the war? The 
war is going o haTe to be paid for or this country will 
face refudiation. ot course, it is goi.ng to be paid for 
and let a pay fo r it through taxes and not proaiae the 
ta.xpayer any refund following the war. • • * Hu it coae 
to your a ind that then War Bond a are practically call 
paper and in six 110ntha or a year the purchaaera uy be 
asking for repayaent f roa the Government? If a large 
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iortion of these Bond holdera ahould aak for repa,aent, 
s it &n1 more reasonable to expect that the Government 

could meet the demand than it would be fo r us to aay that 
we could pay off all deposit ors if they called the aaae 
day and demanded their money? We shall continue to do 
our share in. this War Bond program, but it would be much 
easier if we could go to the public with a proposition 
so planned that it would be practical and usable during 
the duration. 

Herman Gross, Fairhope Fabrica, Inc . , Fall River, Kass. 
I have become increaaingly concerned over the Bond aell­
ing representatives who feel that they are doing the 
co~mtr;y a real service in attempting to .. n a few Bonds. 
As we all very well know, no American soldier has lacked 
equipment, or supplies, or shipping, etc. , due to the 
fact that our Government has not had aufficient money. 
* * * lhile I recognize the absolute necessity for con­
trolling inflation, I do not feel that ;your Bond selling 
campaign can in aD¥ way help. 1 great deal of money, ef­
fort, and time is being expended in trying to sell Bonds 
on street corners, theater lobbies, etc . , when this time 
could be much better spent in collecting scrap rubber, 
metals, etc . i s you know, these are the really critical 
items. * • • You are not reaching those who are respons­
ible for the bidding u~ of services and goode, which are 
the primary causes of inflation. Those who are buying 
Bonde are either the large investors, or those of very 
small means, generally under the $2,000 a year incom.e 
bracket. * • • inother objectionable leature of your Bond 
sell~ caapaign is the fact that you are requesting at 
least lQ% of one's income for the purchase of War Bonds•. 
Thia ~ount, to a person makinR $18 to $25 a week, ia a -
definite hardship, but for individuals wi th incomes over 
$40 weeklyL this proportion should be, and must be, stepped 
up.** • ~lease do not be afraid of the word •compulsion•, 
because we of the •plain folks baok home• will not r egard 
it as coapulaion. -We feel it ia our duty, and we are con­
stantly a.azed that our Government has not called on us for 
greater contributions to the ~ar effort. * * * 
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Favorable Comaents on Taxation 

Margaret Bishop, N.Y.C. ia a wholehearted supporter of 
the 1dlllinhtration and ita win-the-war iol1o7, I want 
to applaud your stateaent of September 7, 1942, in which 
;you !&baled the Tax Bill now p endl..n.v: in the Senate Finance 
Committee as •whollT inadequate•. You are absolutelf 
right. Your supporters only wi ah you had started earlier 
on your campaign against those who are trying to weaken 
the tax program. But we a.re very glad to aee a good start 
made now, and we hope that ;you will be encouraged to lllke 
th.is a real campaign when you consider the succeaa the 
Preaident ia having with his concerted drive for price and 
wage stabilization. • • • 

Dr. Charles S. Bacon, Professor Emeritus, Univeraity of 
Ill., Chicago, Ill . On behalf of afSelf and aembers of 
the Cit;y Club of Chicago, I aa wri ting to you in regard 
to your plan for a Spenders ' Tax, which was not accepted 
by the Senate Committee . We would like t o know more of 
the details of the tax. Some of ua are quite syapathetio 
to your proposed plan, aa we underatand it. We therefore 
ask you to aend ua a state .. nt of the plan if such ia 
available . • * * 
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Unfavorable Co.aenta on T&Xation 

wm. D. Kizziahl Clerk, Board o! Count7 Co.mieaionera o! 
Rowan Count7, ~aliabury, N.C. The people in the countr7 
believe that the House Wa71 end Keene Co.adttee know• 
more about the uount o! t&Xea that the people can stand 
than 7ou do. Your ideaa would ruin .tlllona o! people 
who have large families and small salaries, which have 
not been increased. • • • 

Dr. J. K. Carr, Carr Senatoriua, Stockton, Calif. Ever 
since 7ou etartea the Tax Saving• Bonda, 70u have changed 
them enr7 year. Why? I em part of the Goveriiiii!nt. I q 

one of the 133,000,000 people that form this Governaent. 
I am taxed to run it . 1 have a right to know wilT the 
heada of our Gonr11111ent are so extravagant. Do 7ou know 
that it coats a great deal to change these Bonda ever7 
7ear? lh7 can't one aerie• run 5 7earat You are ai.pl7 
too blooming extrangan.t with the taxpa7era' mone7. l bout 
the ti.e we get uaea to a certain Bond, 7ou bring out a 
circular letter ~eaoribing another Bond. O.X. , we send 
down to the filed agent for a $500 Bond, end the7 han 
none end advise ua we will have to wait to such end auch 
a da7. ill of this ia expensi ve busineaa and uael eaa ao 
far as I can aee. • • * 
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NAVY DEPARTMENT 

BUREAU OF ORDNANCE 
( 

811 WASHINGTON, D. C. 

September 22 , 1942 

II)' dear llr. Secretuy 1 

llhon Under Secret~ Forreatal and I were cll.ning at 
your houae tl'll other eve>ing, we quoted eo.e C11'il 'Jar 
correspondence betweeo IIIJor oeneral Benjoain Butler ani 
captain Hsu')' 111ae , USJI, Chief ot the Bure., ot Ordnallce, 

I a enclo~ a pbotootat ot the tile copies ot 
thif correopoaience , 11h1eb waa toWil l&at ')'l&r during a IIOTI 
incident to expansion o! the Bureau 1n tbif war. I would 
like to add that 1n dataJUie ot ,., !Nre .. , moet or the 
correapoaiance 1n our tl.lea if o! llort ree.nt origin, and 
that, apealdng tor both ot the amed aerrlcea, our cooperation 
haa 1mpro'Ud conoiderabl,y since 1864. 

Thanld.~ you again tor a moat enjeyabla cll.nDer and 
evening, I am 

Hon. HeDry llorgenth&R, 
Secret~ ot the Treasury . 

Sincerely yours, 

8 
lllear Adair&l, 11. S. Ha..,., 

Chief ot the !Nre&u d Oreklanoe 

•• • 
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To: Secre tary Yorgenthau 

!'rom: Huntington Cairns ~eptember 25, 1942 

The attached article on the Russian oil 

matter appears in this week's Nation. I am in­

formed that Harry Hopkins is considering oavsing 

a reply to be made to it. 

You are mentioifd in the last paragraph. 

li(_ 
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Sept..Mr 160 1M2 

Dtal' lla 1'1"J I 

I aa enaloelnc ber .. lth • oer.r of 

a letter wh1all I reoel ""• tblo Mtlr, 

tr• llarolcl Iaho u4 ., repl7 to the 

..... 
Ub!ortUDattlJ• tho oltaatlaa otlll 

re•l.u u I clt~orlbo4 lt ln ., letter. 

louro olncorel70 

(Slped) BenrJ 

ltODorobh llarPJ Jiopldna • 

Tb• lbl to JMaao. 
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Marked • str1ctl7 Cont1dent1al" 

Sent b7 M•••· 8turg1• ~:25 9/25/~2 

rne 1n D1ar7. 
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COl'! 110. 

133 

1) 

H.M. Du•ror•r "'ported 1n tow 1n OJ'l'EL )29 """k 7tl .. rdoy wblle 

1n t.ow. 'thtre a..ro boUoved to be about fltty c.uutlt.i... Ono or H.M. Swl:.&rin8a 

t.orpadoed two uhipo ot S,OOO ond ) ,000 tcno in tho OULP OF f!AMIIAIU.'f, ruNISIA, on 

t.ho .l1nd, Md another H.U. Submarino torpodood 11 IOUthbound ohi p of 5,000 tone off' 

romwx. ill t.hroo ahipo are believed to havo eunk . A Viohy httloh vessel ot 

1,,00 t.on:s wu int:.e.reepLed by ono ot H.ll. o .. t.royen: ott POi-"nnCiU&s! EASr AI'RICA 

attn belnc loea<ed by SAA1' Alrc...rt Wid Ia beJna oocortecl <o ...,... , 

2. MILIW!¥ 

~· Local Russian att.cka cc:mt.imM 1A P'DIWD And on the 

L.JiiNOiUD, RtKEV a~d YOfOU!ZH rrc:ot.s, lut witbou.t. t.erritor1.al cb&nc•· Tho Ru. .. l&n1o1 

coot.lnu e t.o •t.tack the Northern tle.nk of t.he Ool'lll&n a.ta.ul.t. torcot at. SfALDICR.lD 

but. 1n the Cit.)' ltAolt trho Cermnna appear to havo &lllnod •o.o ground despito 

tt.ubborn Ruttlan roaletdncc. 

) . ATR OPliiA'fiQtiS 

!!EST?!!N f!!QNT, 2Jrd/2Hh. TIIS!UJ\ ond OOR!IUil FACroJet, Weather 

cloudy. 43 tons H. ! . and )4 tons 1.0. droppod. Att.e.ck Mdo tree low o.lt.lt.udo 

80DO "lrcraft. COlnc down t.o 60 t~t. 'l'Yo l.&:rp Ciret Hpor t.ed and tact.ory bolie••ed , 

hit. 

vmr;ug. tfeatber clOUIIJJ, ruult.a *'aUy \I'\Obe-tl'Yed. 2) too£ B.C. 

and I.B. dropo*. 

l'!.tl!S!II!JIQ. Loeality of sh1P7Udo could I» pin pointeo end mos~ oir­

Otaft. bo.btct t'J"'OI l , SOO t act. 4) ton.o H.L. and f'hu or I.B. dro;>ped.. !Nnta and I 
4rga oxplooion w~r• eoon tn the shipyardt o.nd otho:r bur1t.1 ln the town . F'l.rea 

from inctnd.1ary bombs ooe:atod t.o be t.a.k.1n.a fi.nl hold. 2.U.h. 26 «nAAi¥ a..irocro.rt. 

'H'OI'Jaed t.h11 South coetet. , moaUy 1n tho HI\ST'IIlCi8 aroa, . ,horo l) poraon11 \1oro killod 

~nd 3S eo~lously lnJuredt 1noludtns eo.a k .A.F. personnel. ConaL\\ Command alreraft. 

doatroyod 3 JU 491• orr BR.t;St. 21./'>.s. SJ. Airor att aont aon 11lninc . 28 ot t.hcm off 

tlut.eh Coaat. •n4 HiLlOOWD and 23 t.o the BAL'l'IC, :toea• ao tar aa GOYNU. One air­

craft 1• abalnc. £lcf\L onq;r aircra:t .,are plott.od o·ur COJII:tiALl., ono was des-

troyod bJ nl&ht fl&btA>ro. 

mm. 22/2). ().lr ,_,. .. ot .. ckod 101!1Vl on J Iandin( """""'" 

._ u.JlSA MAmJH. 

Wtrpqwtz.y. 2:2nd. '&autort.o at.tac.kod a convoy C<I04lltina or • 
S,OOO t.on t.o\nlctr and ) d111t.roy4n 1n u. ICIIIAif SEA. rboJ t4ftko·r waa hit. by a t 
lMat. one t.oroodo. Regraded Unclassified
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( VOIOI or TilE OHII'I') 13!> 

pAJ(f'f oRAF'I' BALIS DHRIIACHf PLAJIS 

According to the clandaat1na tran .. 1ttar 1 Vo1ca or the Cb1at• 
eltb •ouata• 81agtr1e4 11na•, broadoaat1ng in 0.~ to the ' 
Rtioh (Septeaber 2J), w14eaprea4 8.8. 'loeaune• oorrupt1on in 
oooupied 110rwa7 oauaad tbe !allure or two noent a1l1tai'J under­
t ak1nga b7 the We~oht . 

Otlo P1f•tY-- 1 '1'htre 1a probablJ no .ore ntul proot or •to-e• 
corrupt on than the eoandaloua h~penlll@l 1n the Part7 profiteer 
1tronghold, Oalo, • the radio ••1•· ''l'bire, theae t1l t h1 oe4a 
pit 1n raepone1bla poeit1ona whioh are deo1eiwe tor the weal and 
woe or the t 1ght1ng tront, and 1n wh1oh the7 ba•e entrenched 
tbaaeelne through their oonneot1one with t he ruUII@ o~HJ 
clique, and t he7 po1aon their won , the whole war eftort and 
cater onl7 to their own pleaaure• an4 t heir t1lth1 protit .. r1ng 
buelneu. 

Partr'• Orand Kot~~--•In the l.J. A. Hotel in Oelo, ewel'fWhera 
one coaea acroeaeae toul, whoring, and drunken bebind-the-
Hne altu~a . &Yei'J a1ftcle one or thea llakee a budneu or hh 
pctitlon, troa the war profiteer to the corrupt 8. 8. blaok­
aaUere . And when Plllkenboret 1e awa7 on an otticial trip, than 
the great calebraUnf: reall7 blouo.e out in full. IYei'J aorni~, 
before work can be~1n, the drunken an4 defiled atreet woaen auet 
be dr agged out ot the epeoial leader•' otticea. 

OOr[Upt Ott!ci~t-- 1 '1'here ie the epeoial leeder Pueohaann and 
tpeo1al lea er 1nkanell e , whoaa partiouler epeoial leadership 
oonelete i n aausgllng blue tox llk111e into O.Nallf, Prance and 
ltalJ. There 11 the ao-oalled '•••al Lieutenant' Boebr who, 
1n add1t1on to hie aerwice dut7, carriea on a tlourilblng 
but1neee or 1aport1ng o1l tor hie Jorwegian priwate ouetoaere. 
Thera ia the toraer Ooebbele walat, &n4rich, who eende gitt 
paoltage e to the Horohar t1ra in Berlin b7 oourler pla.ne which 
Horcher then reaelle t or h1a to hie f:OUr&ente. Or Ohler 
lnepector Bareohdort, or tbe S.D. (licherbeite41enet, or 
Securi ty lerwice ) , who t or a 1;-pound baa, rel eaeee eabot eura 
and traUora. 

r ar troi';;t the F~n t-- •Theee .•• all enr1oh thea .. hee b7 their 
dall7 a hour:i breaohee ot truat, ahlrk thelr dutiee, betray 
the t1ghtlng troopa, an4 enJoy the higbeat honor and uniapeacb­
able uteea in the oo.un1t7 which baa lutallad thea. 'l'o what 
oataatrophlc oonaequenoea tbla leada 11 beet ahown by tba oeae 
or the apaolal leader Bart, or the Oelo Mawal Ottloe, who 1e 
1n obarge or the ant1ra ooaatal naYlpUon •• well •• or 
euppliee tor our troope and coabat aquadrone 1n the Far •orth. 

• • • 
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Craoklna tupplr f:"19t--"fhh tUtbJ' tdlow tor the aake ot 

b1l own Judu lnereah leh the eupplJ aanloe so ooapletel7 

to tbt doge, and he la thua dlreotlJ reaponaible tor two 

grlewoua heppenlD«• tlblob are both to be attributed to the 

lack of 1uppllea. 

rolltf Cfnwor Rl1d--•r1rat, our ooabat aqua4rona 1n the .oat 

NOtn a taoka on the Allglo-AMrloan oonwora, bA4 unneo .... 1"-

1l;r heawy lonea, beoauae owlng to a laolt ot fuel , Lieutenant 

oeneral Bruch could not uae •• aanJ boabera and torpedo plane• 

11 he had planned. Aa a reault, the extraordlnarll7 atrong 

ent1-a1rcratt and purault protection ot the oonwo7 could not 

be eottened up, and a diaproport1onatel7 large nuaber or our 

plane 1 were 1hot down. 

rauura oi !!yFJ!nilt Plp--•s.oond, Colonel General Dltel, be­

oaule or n1u o ant auppllea ba4 to glwa Up hla planned 

otrenlln agalnet ... raanek, whloh woul4 ban been or the 

greate1t iaportance tor the rellet or other 1eotor1 ot the 

front. • 

(Pederal Coaaunlcatlona Coaalaelon, Septeaber 24, 1942) 
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Fighting Frontl 

ATTENTION FOCUS 

Public interest during the pqt ... k ...., cl1ncted pri­

aar~ to the tolloor1J!4 tcp1ee1 

Battle ot Stalinj;ra4 
F1Jht1nc 1n the Sol-· 
RAJ" raida on 0.1'111&117 
Japanese advances 1n lin Ouinea 
American eW.Uine linldDga ot .JapaneM ah1pe 

AJ'IIIY pl&ne attaolce on the Aleutian~ 

~Dcaeetic ~ 

Conarueional action on intlation control 
The driYe tor ecrap uteriala 
The appo1nt..lt o.r an adainUtrator tor the rubbe preble 

Fuel rationin11 

Stalincrad clolo1na ted the n_, to an l'l'en. P'l&ter atent tllan 1n pre­

ced1ng nekeJ tbolllh Olriii&D advancN were not denied, etoriN etrNNd 

l'l'ary hopetul aspect o.r the Ru.laian deten11. a.porta ot .ticbt.1nc 1n tbe 

Sola.ona and 1n lin Cluinea were alao prellnted optiaiaticallT• The JI.U' 

raicll on o.r.n;, and the '-lean air attaok on the Aleutiana nre clrua­

tbed aa cruebinc blon. Dooleetio event• NCei•ed onl.7 eeconclary attention 

1n the newe media. 

EDITORIAL ATTITUDES 

s~ F'Y"t 

Leadinc editorial c-tatore hen N'fiYed cone1cler­

at1on ot the eecond front Jli'Obl• 1n • - atllolpb-. 

Sale ot tb• are ll&lliteat],y uneaq that qlHMrican failure to ~ 

take th1a Ylftt- 1n the near .rvture w.¥ 1III<MrtdDe the relatione bet:un 

- 1-
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Russia and the other lllelllbers or tile United Hationa. 

Tbe aonae or a rift betw..., Russia and tier alllee was bro'CIIht into 
the open lr; PriJDe lliniater Churcll1ll's report to CCICI:IOI\8 conc.,iJic Ilia 
talk with Stalin and by the statem .. t or a toreisn diplcaatio authorit;r 
in London, c~ iaputed to Ambuaador ll&blcy. •It is noor olear,• ob­
served Doroth;v 'l'llccpson, •tllat there is an open conflict between the Allclo­
American world and Ruaaia.• lliee 'I'IIOGJllon aeked rhetoric~ 1t Ruaia, 
dur1JIC the last _..ths, had been ancouraaed to think tllat we would open a 
.. ccnd rront. And abe answered this question with an •pbatic attirw.U•e. 

OYer the air during the week, Raymond Gram Swing expNIIed uneasineSI 
"" the - account. •It 1a obrlou.o,• be ~ked, • tllat tbe •tudied .,._ 
biguit.J or the atat...,t issued atter llr. Molotov's Tiait b cause tor 
real tro\11>11, for it wae -de to uan one thing to the Russian people, and 
one thing onl;r. It ~ haTe tooled and worried t he a....,.., but it would 
not be good practice to tool the ona.;r if it involvee tooling your oom 
si.dA.• 

'l'llo beroiam of tho Ruasian reeiatance at Stal.ingrad evoked uni Teroal 
praile. A nlllll>er or cOIII!I&nta+.ors noted, however, that praiae 1a not llhat 
tho SoTiet Union now needs. 'J'IIey, too, are uneas:r over the a ppar .. t 
friction between the allies and agree the' we 11118t r:ake ev&rT etrort to con­
vince tho Rueeian people that we are doing ever;rthiJic poea.ible to relieve 
th• wi thollt Jeopardisine final victor:r. 

Onl,y a llinorit;r or the curr .. t c~ ol'lftl7 ~a oecond tront. 
But a considerable nuoaber ot t'- diacusa uneaail,y the consequ..ces 111Uch 
-:r follow trca a fUlure to atte.pt invasion no;-. '!'he Christian Soiance 
Monitor, for alCUlple, declared, 0By lpriJic the coets ot a .. ccnd frOnt 
could be doubled or trebled. And is it certain that it will than be the 
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_oad, ratber tbul t.be ftnt. ~t Adalt.tedq, ... IU11911lt. IIIII Ill'. 

CburciiUl .-t. cal.oalat.e ~ ~ IIIII Brit.Ub int.eawt.e, u 

•ll aa RuN!&' •• But. t.oo ott.en 1n tba paat. • Mlt-clftt.erM laok ot s.c­

l.n&~iODl ot OOuHc& and ot W11Hncn ... t.o ~ tor the wllve ot all 

w 1i'rlft t.be Nul.& rtct.arJ. !oclq Br1t.&1n and ba'1oe -t. repr4 _, 

lOll ot Rull.& 11 &I t.beir Clllllo Ttl& a111~ lt.rqtb ot the lilit.ed .t.ioollo 

11 one •- J'NC"90irJ 1t. obould be -w 1n coacen.• 

!'he (>Md1an Oow_._tta --tot tha leftre loaMI ntt....S 

in ~be Dieppe r&i<t pro.oted aober ~·u ot tha probl- 1nvol'recl1n 

openiDc a aeoood tron~. The pr ... ailinc j\ldplnt &ppe&re t.o be that, while 

b•"7 C&111&lt.1• ...n be axpect.ed, an 1119aa1on ettort. 11 .Ull teuible. 

Solltll loclflc 

Jap&neaa adftnc&l 1n 11ft Ou1nM 1>&.,. proclllcecl a 1ood. dMl ot eclit.or­

ial lhock and cbecrino !'h- •• slft&ral asr-t tha~, 1t Pen lloraabT 

lhould tall, the Solcaco Ia~ victory would be hollOWJ cri .. tor •­

plan&tiona bapn t.o appear. C....rt.&t.on warnad tb&ir ra&dara that. the 

detanea ot iWt. lloraaby will now be .nr-;b- d1tt1cul~ IIIII that & l&rle­

scale Japane .. ettort. t.o ra~a the Sol...., Ial&Dda -t. be apect.ed. 

!'be clieappoin~t about the aituation 1n the l'acitic aa &)li>U'Iftt~ 

1ntena1t1ad. liT .t.-u.J. Blancl;r' a atlt.c~ that tha UDit.ed St&t&l ._ 

holda the bel&nca ot atr1Jdllc JIORl" 1n tn&~ ar•• 8kept1o1a raprdin£ 

the .tca1r&l aa aooa.p.Diad by the tire~ expNaliOI\I ot doubt u to the 

1nfalUb111~ ot 0mera1 llao.trthllro !'be N• Jork H~llaM claolarad 

that. "1'1la ~ thine 1n doubt about Porl llorelbT ap1n 11 the l.aadlniUp ot 

t.ha toraaa wh1cb ban had to aurr~ their aVoal clet-1.,. poa1t.1- • 

-)-
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I the hia)l r id& .. o! tM a..n swu.;r reJIIe, to olapaaue 'IIIIo Ub1bl\ecl 110 
.,... accOIIP11ohMnt, except their abUit)' to keep t.Mir • •'Wl1 ... ~ up 
to their trent lines as faet •• the7 needed th•, onr all lecp'aphic&l 
obstacleo.• IYOC the CMcaco Tribune, 1lb1ch haa continuall7 Fftiled Otneral 
llleArthur, called upon hia to send reilltorc•octs to ... ~ izlat.ad of 
lecturinc hil troops on dafeai'fl 11U'fare. 

Tlw Alltt-ln/ /aU Oil f rotra 

A major1t7 of editorial c011111et1t on the anti-intl&tian PE'OIJ"IIl pve 
at least qualitied approval to the bill introduced b)' s-tore Broom and 
Wacner in the Senate and condamed the Steagall propoaal in the Houae. 
tastero papsrs wer. united in their opposition to aey upward revision of 
the par1t7 atacdard. 

5oou o! the laad1ng llidwestem nenpapsrs, banTer, v......:l au<ldanl¥ 
into the !arm bloc caap, aupportiDg the Steepll !oraul& and exprasaiDg un­
eaoineso over •Iii••· Among theee were the 1anaaa Cit)' Star and tho Cuba 
'llcrld..flerald. Thq agreed W1 th the Daily Oklahc.an t.Mt •It 1o not tho 
arbitrar,. reclucticin of hio incOM that the fanoer objects to.,,, it is the 
aniteot 1Djuot1ce of the proposed procru that a tire hie resentment ... " 

The 111.8 dac1o1on in the General llotors caoo, and the tsst!JioQT ot WLB 
chainlan Davio batore the Senate Banldn& Caaittaa, aroused a !NIIber of · 
paparo to chargo that labor 11 still being favored aa op;>oeed to agriculture. 

The· Sanata C<mlll.ttee•s •victory tax• proposal received a drubbing 
lr<D the ~"'~"'• attacke coiling chiefly from ea1ee tax proJ)CIIellta. The • 
propooal -. conoidered preferable to, tho Treaourr •a • a pending tox" o! 

[
laat weak, bllt •• g-"11.)' condenned on the growld that 1 t woul.d DOt 
aiphcD ott 8IIOUC)I excess b\o'1ng -r. 
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:Dl addiUaa to ..U.. t.11e ocatuloD u t.o t.be natu o4 _. ~ 

1QPP17, t.be lu'aab lepart. bu 'firt...allJ' wiped out.~ OJIPM1Uoa t.o 

D&t~ ... ration• ... A·~ wll-tiMcl and acn'f'inot,. ate'-\ bu 

a~t o~ d1.ep0ncs o4 wbat ,... a ocnt.zoo..enial une. 

POPULAR REACTIONS 

.t!CO!!!t F r'!!!l e 
A Mjorit.J ot the Alleria&n people belin .. tbet the a111ee 

tlbo\llcl att.-pt to 1made the cont.iDint o4 aarope w1tb1a 

~ two or tbr'M _the, t.bat thq actw.J.l,r w1ll do eo witMD th1e pa1.o4 

and t.bat tile att.pt bu a 1oocl po .. ihllitT o4 nee-. nl~~&t.rat.ecl 'bel.olr 

are the...-. 11YC liT a D&ttonal -ple t.o question& en thie .ubject 

uked b7 tho Bare&u. ot :Dltellic.,ce durin& the tint halt ot S.pt&llbero 

Do you think In tho no• t two or throo oontho tho Al ll oo ohoul~ try to ton~ 

an a r•y on tho continent of E1ro'' for a rea l t nvat loRt 

Yoo 00 Oo n•t ~now 

If th o Allloo do trl thl o lnvoo lon In tho no• t t wo or throo oontho l do yoo 

think ••r c~ancoa of wlnnln1 a foothold ' ' ' pratt, oood , a ~ou t IO•ao: or 

that ••'ro •oro likely to f e ll than n cceodt 

, tl JO SO 
More li kely oon•t 
to t a ll know 1 

Do,., think the Alllfl oatvolly will try to hn~ •• oroy In EorefO In th 

Al it two or tl•r•• I HU I f1 r 1 rea l lnwat lont 

-s-
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It should be noted that thoae qgeetiona _.. ukecl atter c~011 
ot. tha larae-~al• cOIIIIII&lldo r&id on Dieppe, but prior to the C..,th11 
e;nnDIIIIC..nt that cuuaUias in the raid amounted to two out ot ,.,.,., thrM 
_. l.molved. The people who ea1d that the inYaaion allould be atte.pted 
ware .. ..,. aucb 1nclinecl to believe that it bu a liYa:Q< cbance ot eucc .. e1 
Sixty-eight per c.,t o! tb4a rated this clwlca u •prett.:r aoocl,• while 27 
per c.,t rated it aa •50-50"1 only one per cent o! the propooent.a e&id tbcr 
thouaht it would !ail, 4 per cent admitting that they didn't lcnoor. lvBD 
All<llll thoaa opposed to opening a second front, more than hal! !elt that it 
atocd aD .,..., clwlca or better o! succeeding. 

Conversely, *-'& the people who !alt that the clwlcee tor wcc .. a 
in an 1nvuion at!ort wero pretty good, 73 per cent btiievecl that U abould 
be attempted. And among those who thought that the ventura repraa«1ted aD 
e-.en aamble, S4 per cent were in favor or ,...king a t.r:r at it. Allallg the 
people believina that an invaaion a!!ort would be likel;r to !&111 only 
nice per cent a&id U should be unclertaken. 

SaNwbat ailo1ler queationa raepectina the daeirabillt;r and !aaaibillty 
ot an invaeion attort ware poeed to a -u nati<nal aaaple at the end o! ~ 
July. A COODperiaon ot the results aecur.d then nth the raa))ONI&I giY&n 
to the intarvi&Wina in September indicato a alight deoreaaa in ardor tor 
a . second hont, acecapanied by a alight increase in the belie! that .u 
could be opanect auccaaa!ulq. 

The daaira tor an allied invasion ertort ia 110thatecl onl7 ill pert 
b7 a conYict1on that the Ruasiana need such aaa1at.anca to &~~&bla tb4a to 
wit:_batand the Oaran onslaught in the immediate rutura. Woet. .t.MriD&Da 
..,..e Con!ideDca that the Red J..r"'l:f will be able to hold out. apiDat. 

-6 -
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a.,_q untU tbia wSAter, - wU.bout rel.W troa.., allt.d. ott..tn 

1D the w..t. ftc obu't 'belGir U... tile &Lieu a cbc to' t.boo aup1a 1D­

tervi.-.cl in Sa~ to q~>Catioaa on thu aoora1 

•If •~•••• dote not y•t •o re ~''' fro• tht Al l Itt than aht ft 'tttlnt now,4o 

you thin~ hula wl I baabla to hoi- o1t •••lnat lo raany uotl thla wfotort ' 

... •• 
Oon• t 
"-"•• 

As.hd o/ tAos• wAo OIIIW,.td •xo• or •oo11 't t,.0111• 

•Do Y.O~ think luttft would bt tavtd If tbt 

oon•t 
Yts 10 ....... 

All Itt aho ulcl Ja nel t n arey In Europt In 
tht next two or t ~ rtt •onthtt• 

The public appears to ~ prettr well conTincsd tbat i ta 18- and 19• 

:rear old aona wUl ba ... to ~ called into tile a.....t a..-ricea ~ora tba 

war. ie andad. SeTent7 per cant anawerad attinat1val;r when thq WU'a 

aakad t.boo quaation, "Do 7ou tb1nk 1t wUl ~ nace•aarz to clratt. 18- ud 

19-'Year old Mn ~ore the -.r· 1a ovw?• S1xt.een pur oent ea1d •No• and 

l4 per cent expressed no op1n10ll. 

There u &lao an OTenm.JA1ni ~et that the drdtin& ot 18- and 19-

rear old .., u pret-bla to the clratt.1n& ot .arriad Mb with ch1ldrtn. 

'l'he tollowinc chart Uluatratea t.be d1T1non ot opinion on this top1co 

If tht 8ovtrn•e nt htt to choott batwtt n dreftln g 18 a nd It year old 

or ••rrl td ••n 1.11~ chltdrt n, vtllch t hould It choottt ... ,, ..... ,. 
11 It r ••• • I t " e"lldren 

- 7 -
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An&JJ'sie o! these responaes shan that • - IUIOMr 40 7MJ'& ot ace are 
all.ght)J' 110re prone than wcaen over 40 to tuor · the 1nclui:t1on ot 18- an4 

19""1Mr old youths 1n preference to -.rried MD with chl"ldren. Oll'rioul)' 1 
the younger women are more concerned about their huabanda, wbUe the older 
• ._, tend to worry about their aona. But, 14 eiu- C&H1 preference tar 
the drafting ct the youngaters ia expre .. ed b7 h...,- -..1 oriti ... 

The divieion ot opinion shown 1n the chart represent. Yirtual)J' no 
chance trca the anawers obtained a 10011th earller to an ~t i_,tical 
queation posed b7 the American Jn.atitute ot Public Opinicn. Ao prerloua)J' 
reported, 78 per cent expressed a preference tor drat'tlni 18- and :19..,....,. 
olda at thlt time. 

CO!flac.nt Hlnorlty 

Ccapl&oency ia not an eaay attitude to ldenti.fY and i1olate. The 
Bureau ot Intellleenee hu &l.reld,y aaked a maber ot queatlcne aiMCI at un­
coverlnj: easygoing and overconfident outlooks . In late July the Princeton 
Uni.,eraiey Office ot Publlc Opinion Research aaked a new queation·wbich 
sheda additional l1G)It upon the wbject ot c<apl&C811CJ. The quest1011 
and the responses were as !ollowa1 

"THE WAY THI NGS ARE GOING RI GH T NOW, OOES I T SEEiol TO YOU THAT WE ARE WI NN I NG THE WAR, OR l OS I NG I T?" 

wlnnlno 

-8-
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T'-• eo teel. w are ~ &Dd thoee who feel .. are loei.ac do DOt 

dJ.tter p-eat~ 1n thdr belat• about the lllt.I.Mte outc ... ot the ...-. 

11Cht.7-:tour p.- cent ot tho .. 'IIIIo beli..,e t.het 'ft are loeinc the wu aow, 

response• t.o a .. cond queatioo ehawecl, are juat. aa conticlent. t.het .._ will 

eventual]¥ be 'fiotor1oue ae are t.hoae 'IIIIo think tl\et. " are winninc it now. 

11an;v of tl\oae 'IIIIo aaid t.hat we are 'W1nn1na the wu nmr •1 haft aMnt •rel7 

t.he t, on t.he 11hole, t.hirige are go inc 1n eucb a W&7 ae to lead to vic to1r7 1n 

THOSE ~0 F'EEL WE ARE WINNING ( - )ARE lotORE INCLI NED 

THAN TliOSE ~0 FEEL WE ARE LOSING ( mJ ) TO THINK THAT ... 

e the war will last 
leaa than two year• 

• a strong air fofta 
alone can win 

e Amer1c.an workers are 
doing a.J.I they can 
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The IJ'OUP wtnch teelo tbat we are w1nn1nC cloea &ppe&l' to be e1cn1ti­
oantl1 110re coaplaeent than the group which teel.o we are loa1ng. People 
in tbie group are auch 110re prone to reel that we will win the war in lese 
than two rear• - an outlook ott«> inclieatiYe ot O'ler-optiai•. .lncl t11e7 
are aOIMIIIbat 1110re w1111ng to b<IU.-,e that the war can b<l won b7 the relati~ 
blooclleea Mthocl ot air attacks , without the neeesait7 ot a lancl invasion. 
F1nal}7, their rlewa on labor suuut that they are ecaewhat less critical 
ot the war ettort on the c~<a .. tte tront. 

Laborers, service paoplo ancl oei-sld.llecl workers are 110re likely 
than proteseional and business paoplo1 white collar workers and ald.llecl 
laborera to hold this cluater ot opinions. It ia amonc th .. e groups I to­
ware! the bottc:a or the ineoee seale, thet a tanclener toward COCiplaceoey 
IIWit be CCIIbettecl with particular Yigar, 

DEVELOPING SITUATIONS 
Sal.ct1111 Sarotoe Olld llallfCWr 

There is granng popular cantueiClll ancl resent..nt over 
Govei'TIIIIent hsnclling ot policies respecting Selective 

Serrlce anclaanl"""'r IIObillsation in general, Reports receivecl by tele­
tJP~ on Septemb<lr 21 trc. 28 fielcl offices or the Bureau or Public Inquiey 
1ncl1oata that cliuatiataction has b<lc011e wtclespreacl ancl has proclucecl un­
heelt~~r effect& upon morale. 

In repra to Seleetin Semce this cliasattara.:tion is or recent 
origin. IntarYift'inc COncluctacl in July allowed that the public hacl acl&ptecl 
itaelt to the inev1tab111f.y ot conscription anc1 • • o•..-.hel.aitl&l1 con­
Yincecl ot the tairnese ot ita operation. But it 1a now the prenil1DI 
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opinion a-. BPI field Cbe• ••• that eerioua Pllbllc 1rritlt1on hu de­

veloped over the incoruo11t.lo1• ot local <lrltt boards 1n ener>c1.1nc the 

Selective Sernc• law to arried - · 1n<h18tl'1al. 1110ritera and r ... hbor. 

The 1rr1tlt.1on, accord.i.nc to reporta, hae been awavated b)' over-treq11811t 

and contradictory et.&"-tl about ~~&~~poorer b)' federal., •tete and local 

Selective Service ort1e1ala. 

The uncertain a1tuat1on ot arried .., hae caused pert.icullr anno;r­

ance. Despite ot.ricial atet-.ts that all single _, w1ll be celled 

tlrst, ~~~&~Tied men are ~ducted 1n saoe areae, while single 111n r-in 

available 1n others. lb:ertaint-7 11 p-eventtne MilT -.rried .., troa g.t­

tlng jobs 1n war plants. Oreat n=bers o! th•, the reports eteta, ere 

not devoting their Min tbousht. to their Jobs, but are •J>IIIII1n£ tiM around 

recruiting ottices &~~~ling tor apeclal.lst ratings. 

Field obaerYera concur 1n tha evidence ot national 1ntani.tng -

sented elaetm.re 1n thie report that tha public lo ovenohel.IIIJ.ngly 1n 

favor ot the induction of tha 18- and 19...,...... old &J'OIIP• The ~~ 

feeling 1e that the drlttinr, ot theae young men 11 ineviteble and 11 deli.Yed 

only by polit ic.. . Contlict.ing atlt •enta b7 the I'Niident, o.oeral lleraM7 

and Concrea- produced a hi&h deer• or confusion among the 18- and 19-

7~ olde; they eee little point 1n oontinuine school or ... Icing war in­

duaf.rT jobe 1t · they are going to be <lrlttod. 

Contusion over Selective Service pollCT in reprd to old.lled _.k_ 

baa led ..n., ot tb1a elias to eeek c.-tsaion.o or to ...uet. Incon.oi.wl>­

ciea &mone local drltt boards 1n handline occupational de!el'Miltl dee­

tl'o71 the incentive ot akllled 110rkere to tl'lnlfar traa non-eo..,tlal. to 
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war prodl:lcUon .-p~t. Plant -cera are alanlecl b7 the loea of 

eldl.Jed workers. They coap}+in that thq t.ra1ll Mil oalT t.o lose th• to 

tha aru4 aarvices. ()Ia tool plant aaaerta that it loet 6S -.t, trained 

at a coat of .600 each, to the clratt; the explanation it race1Yed frCIIII 

tbe 1.rq wu .... need welders too. • Within a terMiaT par1od, ooe of the 

natioo'e outet.&ndlng airplane factories lost 106 111n b7 Salacti!e Service 

and 110 un by enlist...~t . 

Pialc1 repartee tincl the seneral public cro••lJ' uninto.--ci rep.ro:lins 

t.ba nature ot the ...,~ )rOI>l• 'ill pneral - a cancluaion 11h1ch 11 

cOftliltent with tinc11n&• obtained trca intarrlftins in Jul,y. When the 

publlo thinke of unpowar, 1 t th1nka of local labor shortases. The !armar 

•- the prob~ in tar.e of acricultval labor, the war 1ncl118t.ey' .-plo;yer 

in tar.e of the acaroit:r ot. eldllecl help. There 1a little undarltanclinB 

of the c11tfioultiea involved in 110bil1a1nB the men and wauon of the nation 

011 a bal&noecl basil into the a..- forcaa, war induatrles, acr1cultura and 

•~ential civilian •arvio•. 
Induction into the U'llecl forces of doctors, nur ... , ~iata, auto 

Uchanics and others oupplJ'inB essential services has oreat..d a condition 

recardecl ae hanotul to public health, civillan detenaa and transportation • 

.U labor lhortases baca.e 110re acute, thare aw-zoa t.o be a deer ... • 

in tha prejudices against eplO)'ing -en in war inc:lultrles. Considerable 

contusion exilts regard.J.ns the part to be pl.qecl by _.,. ;t~Jll• pre .. ancl 

rac11o carr:r m.eroua report& t.bat they will be called upon t.o ._.... in war 

prodDcUon r olaa, ..._..are uncertain u to age, axperieaca and lducat.ion 

l-.ci111r-ta and ae tO what etape thq oueht t.o talca. llarriecl ... ....., with 

ciap&lldent chUdren are unaaey about t.ba care of their oh1.14ren while tM.T 
are at work. 
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1!1 til the exception of the South, Sout.!.eat and certain war plant& in 

llichig&n ..t>eN lerp n.-..... ot aouthei'Dere are -.pl(l7ed, there hea been 

an inprov_..t 1n attitudes toward the h1r1ng of Negroes, aUena and 

other nl.nori ties in war production. Prejudices tend to disappear •• the 

nPC.,.,era deaonatrate their akill, triendl1nesa and adapteb1Uty. But 

vigorous in! om& t1onal ettorte are a till needed to o.-ercOD& hoatiU ty 

toward the eaployJMnt of tllaae groupe. 

The tone ot current editorial c..-r>t on manpower &ncl Selective s.r-. 

vice poUciea atroncl7 ancouregea popular dieaatia!action. Oenaral llerahey•a 

forecaet of an Antt;f ot 13 lllillion occasioned a nooc1 o! cri tici... On the 

baaia o! 1 t , ..any nenpapere renend their aaaertiona that induatrial &ncl 

flll'lll labor auppUea are being disrupted by drastic, IDiequal practices of 

local draft boards. The prase, aa a Wbole, dieappro.-.d the Pruidant•a 

declaration on tbe cal.llng up of • teen-age aen. The San Francisco Chronicle, • 

!or exuple, called upon IWI to preaent the !acta to the public &ncl to 

•tell the draft paople to atop tr}'inS to drive tho nation crasy. • 

The collacti.-e judi!Mflt of the BPI field reportere ia that the pubUc 

ae a whole now taela diDQ"ad and diahaartenad over federal tailure to 

announce and i11pl....,.t a !il"'ll, conaietent policy !or the ut1Uaat1on of the 

nat1on•a ~r 1n the war effort. 

Llullfl CoildUfllfd 111 llor CMC•rs 

Unaatistactoey living conditione ·in war production center• continua. 

to senerete eocial tanaiOM &ncl to "-Per war prodlletion. l're7ed nervae 

were at leaat partl7 reaponaibla tor the recent blcor-ort in lolobile, Ala­

bua, Which - 10,000 aid~ worl<en idle !or a ... ral clllp 1n a d18JNte 
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crter a five-cent tarry rare. Worker reeentaent. over euch an apparently 
t.rirlal issue can be Wldaratood ~ 1lhen """ ccnaidara t.he conditione 
Wider which tbe;r are lirlng. 

1/&1'\Y tudliee in llobil.e are hu<1clle<1 t.ogether in ain3la roou or liVtnc 
in t.ento, t.railara, ahacka or ncated storea. Ae IIIIIIV as aeven ...., scmo­
t!Joos ahare one rooa, occup:rins the beds in shi!t.a, Soae ineadng workers 
are accepting aal<eehi!t. •houains• in care and bua st.ations. l:!Xhorbitant 
rants are o!ten charced tor thaee miaerabla acc0111:1odat1ons, and prices in 
pnaral are hish. Such ccndit.ion.a inevit.ably iap&ir the morale and pro-

~ 

<luetin ty of wcrkere, The llln who are ecapelled to leave their t.milies 
behind th111 and forego IIIIIIV ot the aatietacticne or nomal livine are es­
peeiaU;r subject to diocontent. 

UM&t1a!act.or;r liYing conditione &leo siva riM t.o eCI:ID\Irtl.t;r probleas. 
In llobila, !or uample, the ccapetition tor the available !AIIil.y accOMO­
dationa 1e cauaing friction between incCIIIing war workera and native l!obilians. 
People who haft rented the ,.,.. b._a !or yaara onl;r to have them a~ld !l'CIIIl 
Wider thAiao to newl:r arr1Ye<1 workera are partieularl;r .....,ntM, 

D1esat1a!action with living conditione 1e partl;r reaponaible for the 
hi&b labor turno...r 1n l!obila • a ahip:rarda and adda to the di!ticul ty of 
recruiting additional workera. Within the paat. few waeks the ehipyarda 
adopted a policy or reducing overti.ate work and aat.abliahins eieht.-hour 
ohitts, A lar~aoala axodua enaued, 11aey workera, willing t.o put up with 
t.be .-roua inC<>m'onieneaa ot lite in l!oblle ao lone as hish earning& per-
111tted t"- to a&va aoney !or an anticipated ra1ey daT 

1 
lett. tc.m as eoon 

•• the poeaibilit;r tor a big weakq ~check dbappearecl. ~ of thoae 
who ·~ en were <11accntanted with tbe ,.. policy, arsuins t.bet not anou&b 
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worker• were available tor three tull ahi!ta and tbet tbere were no 

acc..,.odetione for newo0111era. 

Probl1111a dmiler to lo!obila•a arise in all c...unttiea UMble to cope 

.n tb tbe inllux of new workera. 0! several ftt' production centere aur­

vo)-ed early 1n Sept.el>ber by tbe Bureau of Intallipnee, tbere wao not 0110 

'llhicb did not race a critical housi ng shortage. In each place, too, OYer­

crowding gave rise to difficult problecs and imPaired the ~~:orale and et!i-

ciency of workers. 

The situation 1n Detroit wae discussed 1n Intelllpnco Report 137. 

The Sept..,ber survey revealed tba t fiDiiliea ltith children face allooat ir>­

surmountable dit!ieult1ea 1n find1ng l1rtng quarters 1n Detroit. '!be t w 

places that will accept children are clustered 1n t.be pooreat, aoet de­

pressed pert of tba c1t7, ao that ~ 1neaoing workera are inclined to 

l eave their t'a..iliea behind thlll. 

I nad.equate transportation tacilitioo ac1c1 to the d1tficultr ot lite 1n 

Detroit. Beuuae Detroit baa been an autaoob1le town, ita transportation 

qat... baa b .. n uncln:elopac1. T~, with the population ot tba cit7 .,.allen, 

with~ worker• living long d1otanolt tr011 tbeir planta, and witb t wer 

aut0111ob1las &Yailable, . the oitT'• transportation qatee 1a atra1nec1 to tl>• 

breald:ng point. 

In llaaeena, Nn York, where appraxiAatalT 6,000 worlcera are oq>l0)"84 

1n rwwl,y e:eotec1 alllllima plants, the interrelation of the houaillg anc1 

transportation problema 1a conopiououa. lluaena doea not appear to be u 

DYiroro.ded aa ~war production centers because ~tel7 bO per 

cent ot the ellllinua workers ba're tollDII l1Yillg quartora 1n c0111unitiea traa 

tan to t1tt7 .Uea .. ~. But tbe coat ot c0111Ut1ng to work, 1n teru of 
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u.. u 'ftll a1 dollars, 11 high. Worlcerl ccaplain that the7 baw to PIIJ 

•a dq•s np everr week• tor tranaportation, and that the7 aust be~ 

tr011 hCIM ' 12 to 1.) hours to work an aigh ~hour ~. Winter WMtber will 

1ntenai1)' u. problea. Roads ~~Uat be kept open wi tb anew ploore during 

alaost tho entire winter. 1be Count,- Hipq Depart.clt 11 worried because 

1t does not bave priorfties !or the repair and upkeep o! 1 te ploore, 

In seattle, Wuhington, approxiaatel¥ 2,$00 I"'IA and rPIII. c11rellinp 

are co1n8 up which are 'not ,..t bought. and will be anilable !or bc.e -ktra 

- ~loted. But tho HODes Reaistration O!tice, which 11 in tcNch with 

onl,r part ot those needing livina quartera, baa an actin file ot 3,400 

!..ui11, and approxiaate~ .)00 additional t..uie1 llako appllcatioo to it 

oach 'ftllc, It 11 relatin~ oaq to ~ a hou• 1n Seattle, boat 80 bard 

to rCit acc01111oda tiona ot 11'0' sort tba t tho entorc•ent ot rant oo1Unat 

11 ~ clitticultt 111ftJ conllllers are inclinecl to take what tb.,. can 

pt, ~ wbatenr ia aakecl, and keep their ..,utba abut, Oppoaitioo to 

,....,t control b)' ~nt bouse operators 1a orpnisecl end intenee. 

In tbeoe war production centers, and moat othera, a certain uount o! 

JNhllc and private builclins 1a going forward, But needs ban expended 10 

~"""~and ac ro~ that it would he di!ticult to pl'(l'lida tor U.. 

1n a abort pcoiod o! tiao under ideal circiBstances, The teak appo~1 

inauporoblo under preaCit conditione btcause ot the tiM required !or 1111'­

....,.. and tor planning, tho ropidity with which tba 1ituation cbancM, the 

appo.ttioo ot Yoatecl interoste, and tbo d1!ticulty o! c•ttina c-uuctiCIIl 

aateriala, Resolution and opoecl are clear~ needacl 1n doal.1zia: with tbe" 

cbotacl11. In addition, there 111st be well-planned and cootinUolllla Woc­

Mti-.1 .Uorts deligned to reduce toa.iCIIl. to -ote lccal. cocperaU.oo 
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and to 11a11e people nalbe tile -•n:r ot nttertac 1Dawuw~au..,. 

.aJdne eacrit1cee 1n order to wiD tile war. 

Field repreMntati'fu ot t.be Ottiae ot l'llblio lnqi11J)' ~ 1 n.. 

1ne tide ot orit1o1• ot b IC"P oollect1<XI preca-. ,_.. u a_. 

opread ballet t.bet j1mlc ~ an protitMriJic. hopla o-.'"" tala\ 

t he J'llbbv tiM\)' ,_... ao vtetl:r reqaa.W to oODt.ributa u be1J1c p&nllMoed 

to rot 1n t.be MID. 'ft» aitjlt ot blip and app~n~~tl.y _._C:Snr ,......,.,... 

ot 10rap .a th• wonder 1t ~ 18- ~ritA tAl Mt.ri&l t.111r 

gather tocathar. 1btlr pra&Nt tllat to~,._.. tint told to lift,.,... _. 

are now ei"Nn to lll1dantiDd t.bat papor 11 ~UN and tbat at. t.a.,....,. 

sa.ed 1a ot 11 tt.le ftl.•. 
~t "capl•••ta an a1ao •-t.ared ab<Nt ...,_.1 or 1Do­

aht.anc1ee 1n tba tnat ..... o11l0511 tor the coUact10D ot aorap or the Nll­

rtnn tor oollecttnc 1 t. :Ill - pllc11, tor -pla, paopll ....,. ba1U1 

tol4 tllat t1n cana .,. soo4 tor at.aal, C11J1 to lllftl 11 tar tbat tbl.a u 

not eo. 0... or -., ool,.mhta and b1111D111 p~~bl1cat10DI heft bUt.ar~ 

at t.ocbd t.ba ~t -.r wllicb t11a IPB pamit.lild bas 111..,. bott'­
.,._.0,_ 

t.o keep a CU't.a1D ~ ot tile~- t.llliT ccUIO\ ae • P•b 

t.ba1r asnioe 1n oon.ot.ac u-. 
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il yery fayor&bl.J' reganled, the junk dealera are ~ ..U e>peratora, 

and there ie 11ttle denger o! their settin£ rich ~ . .traa their pro!Ue 

1n connection with the salvage program. 

Scrap rubber is not, in_ fact, "rotting 1n the aun." WPB ealY&ge 

authoruiu atate that althoul;h it ..ay craok and appear to detariorata 1n 

the aunliaht, tor purposes of reclalJnins it .--ina good !or a period of 

not leu than 20 years. Piles of acrap rubber dwindle u aloorl.J' ae the)' 

do, not bacauM the scrap is not needed, but becauae with aur present 

Uaited recWaing capacity it will take a n~aber ot aontha to proceas the 

rubber collected durins the recent C&lq)&ign. 

Soae ot the cr1 ticisma of the scrap collection progra unqueotion&bl.J' 

eanata tr001 sources eager to find s01118thins to attack. othera ~ be the 

rationalhationa of apathetic people who want to find a..e excuae tor not 

participating in the salvage C&ll!paii!M, But aoat Of the criti"ci•, whether 

justified or not, c011es fr<la people who are hone1t17 punled b7 what ~ 

pear to be inconaia tancies and 1nertic1enc1es in connection with acrap ool­

lection, Strorta to reduce the vol\IM ot auch oritici• are cl.eu-1,- necea-

aary • 

. There a ppaara to be a need tor bettar coordination at the federal 

l..,el ot the Y&r10118 apnci .. concarned with aalvare. Intoru.tional 

ettorto are 1ndicatod to cl.ar11y the ecrap procraa. The role ot the dealor, 

tor OXMple, t-.aa to be ~l&iried, And people h&Ye to be to1.c1 net on1:r 

what thoy are euppooed to do, but wey the)' are aeked to do it, and .t 

happono to the uterial they aell or contribute attar it 1-• thai,. 

h&nde. 
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.,. ENEMY PROPAGANDA 
Cltal11 lltt•r ~ '" uw u. ·s. 
l*lio Deb"'*,. the kilt et&tion which clo.1Ae to bi"'Ode&e~ 

~ wi t111n tbof ~ted St&t&a, baa lone reeorted to ..,,.. 

novel n:r• ot ..,..._,. ~pli!Sa. l!eoCCDilin& thu the auc11.,.,. tor llad 

broadcaete in the llnitecl 3tat&a 1e -u, it atte.pte ~o ueo tbia aiXIl...,ce 

"" a mune ot eainin& a IIIU>b luger ono. Thua 1111cb ot 1 te propqanda 11 

LJ"'Odcu~ in the tono ot alle~ U... &Mcdotas, - briet, -ticn&l, 

and IIOl'tl eui]¥ and eale]¥ circulated b7 I'UilOr than ordirwy propoconcla. 

Till. a week Debunlc· tnea a • new technique, the •chain letter.• Four 

American e;irl• weri i&1d to ba're gotten toaether aecret]¥ to put a letwr 

into circulation Jiroteet1Jia that C....niete and J ... were reoponaible tor 

.\merie&n ent17 1Jito the war. Atte.ptins to counter the ottecte ot the 

Preeident • 1 ~t·to the IntamationU Studente Conterence, tile lo~ter 

soe• on to aq tliat~the Mure ol TOUth 1a beins deetrored b7 our parti­

cipation 1n the war. Speoial appeal 'ia IIAde to w.-n, prle and bo1a to -

start liailar lettare. An ..,ti--tio t«xt 1o rec_,..,ed . 

Dlulde alld C!:wJwr - Alfll~riCtlll wnws /llls$la 

Cll!lrchill•e r.cent ..new ot tba war belen the H-ot c._.... plu 

quota t1ono tr<a Rueaian and Sri tiab !>&pore tl1rnieb the boeh tor an 1o­

•.end t1e&\1cn ct Axle atQ.pte to bei&l>tln tba .Uapd ccntliot be- the 

Anelo-.._..t~a and the ltlleaiane. 1!11 ..,.dana ...., port.rqacl u bi&l>tl¥ 

dboat1al1ed witll the leok 'ot a HCond tron~, and critical ot tbeir .uu ... 
In &dcllticn to tbe diaouaeicna ot thia ocntltct 1n broldouta to Jncland 
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tDd the 1Jn1ted Statao, U..e• U'fiiiMDt& are -.phui...S 1n bi'OIIdcaata to 

LaUn .berica. 

The J.atae~ Nasi allecat1on (broadcaa~ to the world) 111 "'faabingtcn 

poll~ical tDd 111lltary circles a,.. naw pr .. en~i.ng tlle 'fiw, 1.n coanect1on 

nth lloocow•e repeated d.ande tor the erecUon ot a so-called 'second 

tront • that till u. S, and Sri~n would moe~ likel,y be able to carry ou~ 

auob a pJ.an , ,,,only in ~he cooing Spring ot l94J, ,,• 

S~riving to elill1nata tlloee "hllllan1tarian" trait& .. eng the 0.1'1141'1 

people of wtll.ch Goebbele cawplained a fw dqs " 1!01 Haai terror propacanda 

...aches wq>recedented he1sb1.e t1l1s week, Nasi propagandists, 1nclud1ne: 

Dr. Qt.to Krioc, political theorist, haa;rl.)¥ dociDent the ott-stated theme 

that a Oenun defeat would mean "ext1rpet1on of the Oem&n people," They 

&llete 1.n ,.,.oral broadcaata t hat the newapeper, Vrij NederltDd (Free Dutch) 

pruented th& ottieial Br1t1eh viw that , in tlle "'""t of an allied 'fiotory, 

all Oenaan children aceci 2 · to 6 ehould be aent out or oermany tor 2$ year a. 

The d1eaeinat1on of tllie propoaal by Reutara 1a proof ot ita ott1c1al 

cberectar 1 ola1a the !lui a, 

The a taril1aat1on plan of •the Jw 1 Kau!lun, • 1a apin be.ing 

extend .. )¥ used in Nasi in tarnal propaganda, To JUice 1 t o!ficiali ' K&u!loan 

ie prlllllted u •one of the oloeeat collaboratora ot Pruident R.oos ... lt.• 

Thill --.-.. dieoloeure.- are aaid. to •cawpletal.T coinc1da nth tbl 

d.eclaretion 111<11 b7 . .. s.oretary Knca: ... • whose K&naaa Cit;r epeech ie 

lliaquoted •• folloor11 •a peace will be i.llpoeed 1n which 01~ and thl 

Axia POirlrl rill be cawpllteJ.y ellm1nated, • 
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Japanese broadoaet.ere uee the •b<abing" ot <>regen in much tiM -
, 

manner u th83' used the •ehelUne-• ot the California coaet and vancOUftr, 

'll1e American people are told ot the •tremendoWI ellock• theJ rec:ei'red and ot 

the • trantic atN~ninl" ot co&atal detenaee, Th1.e U.. tiM Japaneee 

can point t.o their prerloue •acccmpU~ta• on the AMrican \Teat Coaet 

and claim contrcl ot the Pacific, 

Japanese propacandiete now claim th~t tile validity of their llilit&r)' 

reporting has been upheld b)' the delayed American amounc-nt or the 

sinking ot the Yorktown. Toptller with other Axio ponre the7 r.ind 

AMricana that th"7 announc ed thie e1nldng •atter the Battle o! ~·· 

' 
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lr.•4ral'!'ld to JAr • )laOk 

(,..e read and r•t"US tt6 
}IrS • Robert ~-~~i.,.~:~~ Roota 281, '...,.,.. • .;~~ 
TreasU1'1 n.pt • 
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...,. 0 • 26, 1942. -

,. .... 1a _...u• u. "' , "-1a u. 
_ ........ ~ ... CIUWII to JW taW .... I 2)n, 19421 

Nla\ial w U. edcs-1 ~-- et appU--. tor u. 
IJMt'M]. .. , .. • !1111 ...... - .... 8ft 
&CIUI Pill 1 ~tl- W 111 ... aftlr till appllou\ 
11M .-...4 till ....S.OI. 

IA till_, b\ till- s.-w.,a\ial ~,_ ..... u. ••opo- to at.& 1M ~ W _. ~ .. tl.-
11141111 w diHl,U.U,. .. u., w -u 1.11ao u .,.,.,..,u~ 
to 111 lleull oe tlle ...-tt.•• 
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TO: 
FROII: 

TREASURY DEPARTMENT 

WASHINGTON 

Septealler 23. 1942. 

Secretary Morgantnau 
Herbert Cleaton 

In yo~ ~andua ot Septeaber 22, you a tate that 
you are cur1oua to ICDow how MliJ ot our good inco• tu: 
investigator• are used tor personnel 110rk. You turthar 
suggest the thought that thia claee ot ottice.re ahould 
be reli eTed ot t.lii e kind ot 110rk and that it could be 
thrown on to Custou and Alcohol Tu 118D who uy hue 
lese to do. 

This is a •tter to which I haTe recentlr been 
giving considerable attention and which I haTe intended 
discussing with you. 

140 

I find that recently in an effort to till the 'nloan­
cies among rnanue agente and deputy collectors ae quickly 
as possible Coaiseioner HelTering detailed to the Intel­
ligence Unit a -.xiaua ot thirty-ti ve junior rnenue agent. 
to assist in the 110rk ot u..ldng personnel inveeti~tiolll. 
This nuaber hae now been reduced to fifteen and 1 t ie the 
purpose to relee.ee these MD tor their re~ tu: work 
within the nerl tew daye. The Intelligence Unit now hae 
assigned to thie claee of 110rk ninety-five srcial agents. 
This figure ie u.de up bf an approriution o 11&11-houra; 
some agent uy be e~ princ1pally on tar work, but 
because of hie looailon or for so• other good reason, 
11141 be called on to u.ll:e a personnel innaiigation. uthar 
agents ot the Intelligence Unit who are not particularly 
qualified to do tar work are engaged practicilly all at . 
thei r tiAe on personnel in't'8etigetio111. To further aesut 
in the work, there are detailed to the Intelligence Unit 
thirty-four Alcohol Tar agente four Narcotic agents, and 
thirteen inTeetigators of the.Foreign ~~Control. It 

~llEFlf:NSifl.~S been consistently the pohcy to re~ra1n 1 so far as poe-
' a1ble, froa assigning good incoae tar 1nvea~igators to 

suvpersonnel work. 
t "'"'• ~fA.n• 

ii ; ~~'":t. • .. _ 
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Caees coveriDg the investigation ot applioante for 
appointment han been innstirted br thie group ot 
agentei under tbe direction o the Intelligence Unit 
ae fol owe: • 

Internal Other than 
Revenue Internal Ben- Total 
Cataa pue Ceya .cuu 

Julr 1, 1940 
to 

June 30, 1941 5737 1305• 7042 

Julr 1, 1941 
to 

June 30, 1942 5274 8126• 13400 

Julr 1, 1942 
to Date 1763 985 2748 

Nwaber of Cases 
on Hand at 
Present 533 680 1213 

Appronatelr 1 100 of tbe 1,305 cases listed abon 
and 4, 708 of the 8,126 cases were National Defense appli­
cations. You will reaeaber that t bese innstigationa were 
•de at the request of the Office of Eaergenor lanageMnt 
and were diecontinued so• ti• ago. Bowner, we are 
eXpecting a verr oouiderable inoreue in the nuaber ot 
i~ve~tigations to be made of applicants for appoin~ .. nt 
nthin the Bureau of Internal Rennue, as well as 111 other 
branches of the Treasurr Departunt. Under tbe nsw tax 
law it is estiMted that there 111111 be between ~ 1900 aDd 
11,600 rennue appointunts to be •de. ~~~ addi~1~n, tbe 
War Savings Start hae been oonetanUr uklng add1tlona to 
its foroe

1 
and the Lend-Lease section of the Procure .. nt 

Division 1s increasing its nuabers aateriallr. 
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It ie a:r thought that all of thia wort hui~~g to 
do with character bnetigaUou of appointees to the 
aenioe ehollld be pertol'IUCl UDder the direoUon of the 
Chief CoordiD&tor. I refer not ol117 to that wort which 
is beill8 done bJ tha Intelligence Unit, but eiailar work 
beill8 done to a leea extent b7 other inTeatigatiDg agen­
ciee. 

142 

If thie Meh with rour appron.l. arrang ... nte ehollld 
then be Mde to diatribute the coat ol the work aao11g the 
ftrioua entoroeaent agencies and the bureau of the Treaeur,. 
Depsrtaent who MJ benefit b7 theee peraolliiAl innetiga­
tioDB. 

- 3 -
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JlJ,I J r : 

Herbert 
Ga.ston: 

BJI Jr: 

G: 

iiJI Jr: 

G: 

Hl! Jr: 

G: 

Hll Jr : 

G: 

September 26, 1942 
9:32 a.a. 

Herbert, I read l ast night a aeaorandua !roa Paul 
dated September 2Srd, and I got very much excited 
about i t. 

Yes . 

And this goes back to a meeting in August. 

Yes, I have that in front of me. 

And Acheson goes on a holiday and everybody waits 
and then Bernstein told me about General Strong ' 
calling him yesterday about the Swedish people 
misusing our pouch - their pouch •• ••• 

Yea . 

In a most outrageous manner. He said they were 
sending complet e military details. Now I just 
got through talking with Patterson, the Under 
Secretary of War, and I told him that if I were 
carrying the responsibility that he and Stimson 
are carrying, that I would shut down on all 
diplomatic pouches and all baggage leaving this 
country of diplomats, as of today. I said that 
it was the damnedest outrage t o permit this to 
go on one day longer. 

Yes . 

He knew absolutely nothing about it and hadn't heatd 
anything about it. He said he would send for Stro.ng 
right away. He asked me who was handling it over 
in the State Department, and I said Acheson. He 
said, •He'll fight it " and I aaid, "Yes , he will." 
I said "The illbi wiil be that they are getting a· 
lot ot' in!oraation out of these countries ." I said, 
"I don't believe it and I would make them put it on the 
table and show you what they are getting." I said, 
"If they are getting something, it can' t begin to 
compare with the danger of l etting stuff leave 
this country. • 

Yu. 
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Jr: 

G: 
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Hll Jr: 

G: 
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Be said he would get after it right aw., and I s id 
if he wanted to talk to one person in th~ Treaaur: 
today he should talk to you, and that you would 
have Pehle and Bernstein available, you see? 

Yes . 

Paul is out of 
hear about it. 
Price would be 

Yes . 

See? 

town. But I think that you will 
I told him that I thought Byron 

sympathetic to closing down. 

Yes. The State Department's objections are not 
merely as to military information, but they go back 
to the whole thing of the immunity of diplomatic 
pouches . 

Well, we're waging a war, and these people of the 
Axis - they don't - haven't they proven to the 
State Department that international law is dead? 

Yea. You know I didn't know about these recent 
meetings here which have been held at which the 
General Counsel's office was present, but we had 
the same question up with ths State Department 
aome months •go where we got information through 
Customs channels in New York that the French Line 
waa questionable. 

That's in this memo. 

That' a in this memo. And we took this up with the 
State Department at the time. We held a shipment 
of pouches off ot that boat, and we opened those 
pouches and we found packages that clearly did 
not bel~ng in there. We finally got a ruling from 
the State Department that we could detain where 
we had rea.son to . suspect that a pouch contained 
packages that were addressed to persons not officials 
and not from officials of the Government. They a.aid 
we could o~en the pouch and take those packages out, 
but that d1dn't give us any r ight to open or 
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Hll Jr: 

G: 

G: 

Hll Jr: 

G: 

~( Jr : 

G: 

HM Jr: 
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Pehle: 

Ill.! Jr: 

P: 

Hl.! Jr: 

P: 
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disturb any packages that were addressed froa a 
recognized official to a recognized official. 

I don't know why the General Counsel's office 
didn't advise you of these other meetings. They 
should have. Why didn't Bernstein tell you? 

Well, I don't know, but that ' s all right. 

But you're representing me on this thing today. 

All right . 

And I told Pehle to come over. He is on his way 
over now. 

He's here now. 

What? 

He ' s here now and Bernstein and Cai rns. 

Well, they should have told you. 

Well , I know about it now. 

Let me talk to Peble a minute. 

Yes, sir. 

Peble? 

Yea , sir. 

What did General Strong tell you yesterday? 

General Strong himself - I outlined to him what 
had happened to date, and he told me that be was 
satisfied in his own mind that if the pouch 
privilege was cut off for other countries and 
as a result we lost ours, that the resul\ would 
be a net ~ain to us. He didn't see~ at . all 
sympathetlc to the State Department s approach. 
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Yes . 

Now as we were going out t Colonel Biaael, who ia 
one of General Strong'• tmmediata easiatanta 
told me about this incident of opening the p~uch 
which I take it you know about . 

No, I - you mean on the Swediah? 

Yes. 

No, I don' t know about it. 

Well, apparently he said that they opened a pouch 
last week, and in the pouch they found complete 
reports with respect to our armed forces, where 
they were located, and extent, and so forth. 
Apparently they had information that that was 
going to be in the pouch, and there was a great 
deal of information in the pouch going to 

Sweden which clearly should not go. 

Well, what did they do? Did they let it go? 

Apparently they kept it, but there waa no indication 
that they had taken it ~ with State . 

Well, I 've talked now with the Under Secretary and 
I have recommended that they shut down as of today 
on all pouches - Customs and everything else. 

Well, it is about time . ' 

Now ia Sissel a great big tall fellow about six foot 

two? 

No, he isn't . 

Then it's somebody else. 

Now please everybody who is listening - so that I 
can have thia cleared through one channel - on 
this pouch business, Herbert Gaston will represent 

me, see? 
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Yes, air. 

And please everybody cooperate with him. 

Right. 

And I don't care how tough you fellows get - you 
can't get too tough to suit me on this. 

Right. 

And I imagine, Herbert, that you will hear from 
ratterson. Be is sending for General Strong. 

Yes, this is Herbert talking now. What would 
you say to our simply clamping down on the 
diplomatic pouches so far as we are concerned 
in Customs - holding any of these to the sus­
pected countries until we get a decision on 
this? 

Well , 1111 tell you what I think I would do . 
No

1 
I could only do that if t he War Department 

asKed me to do it. 

Yea. 

If the War Department asked ua to do that, then 
I would be willing to do it . 

Yeah - yeah. But we will hear from Patterson today 
then? 

Well , if you don ' t hear from him by twelve o'clock, 
I would call him up . 

All right. 

SeeY 

Yes. 
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And if Patterson asks me to do that, I would do it 
but I think we ought to tell the State Department ' 
t hat we are going to do it . 

Oh, yes. We would have to do that. Of course , 
we have in the past held a pouch where we had good 
reason to believe that there was unauthorized 
mat erial in i t . We have done that, and then 
notified the State Department. 

Well, I would wait until noon, and if you don't 
hear from Patterson by then, I would call him up. 

Yeah. 

And I will be in and out all morning. 

All right. And I suppose we won't get in touch with 
State until we hear from Patterson. 

No. 

All right . 

It is a military matter and be ought to be out in 
front. 

Yes, be and the Navy and the Office of Strategic 
Services ought t o be out in front on i t . 

i • under the •~, isn't itT Well, Strategic Services o .--v 

No, no - it's Donovan - it's independent. 

Well, I thought they were under the A~· 

Yes , he i s - he 's under the Chief of Staff, 

Well now let's see what Patterson says and if be 
says ' "Now pending a decision I want you to hold 
them:• I would be perfectly willing to do that . 
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You might find out if thire e.re &nJ clippers going 
out tode.y. 

Yea, yea. 

See? 

I will - yea, yea . 

Oke.y. 

Goodbye. 
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September 26, 1942. 

TO: Secretary Worgenthau 
FROU.: Jir, Gaston 

You called me at 10:55 A.W. today, 
Saturday, September 26, and asked me to 
tell Under Secretary Patterson that if 
he would request it we would atop any 
diplomati c communications over which 
we have control immediately, pending 
later decision as to examination of 
their contents. 

I got Judge Patterson on the 
phone at 11:03 i .W. He said he was 
at that moment in a conference on this 
same subject and that be would call me ~ 
back later. 

. . 
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"JHE UNDER SECRETARY Or' THE NAVY 
WA.SHIHOTOH. 

Sept.,..be:r 26 , 1942 

II)' deer ll:r. Sec:retar)'s 

The t.:ro.napo:rt LEEOSTOIIII , wbich you :ref't:r:red to 
1n our telepbolle con'fe:r .. tion of tlle 2Stll, ia a fonae:r 
.. :robnnt 'foaae1 :recently converted for oe:r'fice ao a Na-.y 
t.:ronopo:rt. She waa placed in ae:r'fice, with tho Na-.y crew 
on board, on Septeabe:r 21. It io neceooa:ry that ohe be 
used at the ea:rlleot poaoible date for 80VeMnt of t:roope. 
Conoequently, tlle •c1eenini up• period II.IUally alloted after 
a noae1 hal been in abipyard beDda wa1 oaitted. 

Tbe11 ci:r~tanclo aDd the nece.,ity tor beet)" 
loadinc ot tlle ftoae1 resulted in cono14en.ble dirt 
&D4 <IUorde:r. Bowo ... :r, coapetent otticero of three ditter­
ont c.-nda haft 1napected the abip aDd their repo:rte 
agree in otatin& that the abip 1e habitable. 

It a abip in better condition were a..ailable, the 
LJ!E1IST()1III would be replAced. Unfortunately, •• have 
no :replac ... nt at hand. I aa aura that 7ou will UJ>dorotMd 
that thio 11 a caee where below-otanda:rd l iving conditione 
have to bo accepted in order not to up11t ocheduloo of 
1aport3ncl to the war effort. 

S1ncerely, 

.~ . ., 
Tbe Kcoorable Hmry Morpnthau, lr., 
Secretary ot the tr.&Oill'7, 
lluh1ncton, o.c. 

P.S. Dear Htnr7, I aa very glo.d to be able to oar quite 
hone1tly that there wao no 1:rr1tet1cn or scurry to 
•co'fer up• wlwl> th1e waa drawn to the Na'f1°1 attention. 

""" "" -- ..... "' "" ... ~ ... 
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o .. r S.ator One: 

I &C"O wltb 71111 ut11'ol7 POpNlDC 
t ho ilaM1 utlolo uloh {" .. nt •• It 1o 
ahohlnouo 1a lto oft" 1114 lo, of OOIII'M, 
ot Y&Pluoo with U.O.t noeythlac tbat • 
at tbo TI'000111'J &1'0 teylaa to , .. ._,Uob. 

On tbo dq tho al'tlolo appoai'OCl, -
people hrOI!Pt lt to tho attoiltloo of tbo 
Ottloo of llu W-U•, olao 1t Jr•-to 
a pralll• .aob broa4or tba tho TriUUI'l 'o 
tlelcl alODO. I lllldorotaDd tllat tho Ottloo 
of War Intor.atloa 11 •toblac lluo7'1 
ool- olo"l7 to - wbotbor t ho ottolllllnc 
artlolo .. o an 1aolato4 oaoo or a part of a 
clollborato ,..,.sp. 

Io tho •aotl•, lot • tbuk 7011 ffiiP 
"ocll.q lt to • aoll alao tor JOUr fr1oll411 
o-h a 'bout t l'.o 'l'I'OORP1' o put 1a tbo 
batUo aplaot latlaUoo. 

SlMortilJ, 

(Sogned) H. Mo.J.l•nlhon . • lr 

lloo. Tboo4oi'O r. Otoooo, 
Uoltocl Statoo Soaato, 
Waoblacton, D. c. 
PX:og 

• • • 
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repl y refer to 
)9() ,U15/LS61 

1<J dear !llr. Seoretarrt 

l4 tj 
• 

Beptembo.J Ae. t94~ 

I have for acknowledgment your letter or Sept .. ber 11, 

1942 r egarding the arrangements being made for the u:ohange 

ot United States offioiala 1n the Pb1Upp1ne Iela.ada, 

You request aaauranoea that t he Treeeury personnel in t he 

fh111ppine I slands, i . e., T. Muwell Anderson, Williaa t. 

Hebb!U'd, 'l'll01118a Paae lleleon, Reynold a B, Horth, and 

,J.bert E. Pri oe be i ncluded a.oaa t he Aaerican ortioiala 

to be exchanged. 

'l'lle Japanese Govei'BIIent baa reoently i ndicated that 

a amnll number or Americana troa 14an1la , including the 

foreign Service p ereonnel not oonneoted with the loe&l 

ac!J&1ni atratioA, will be 1noluded 1n the rorthooaiAg 

s econd exchange or natioAala between the United Stat .. 

a nd J apan. Ro information baa yet been received, how­

ever, ooaoera1Jia t h e baaia Oil wtdoh the la~e OoTen­

ment propoaea to aeleot auoh Aaer1oaDa t or embarkatioa 

in tho n u:t u:oh81l&e operatioa, but the Department ia 

endeavorin& to obta 1D their naae a and upon the receipt 

ot thi s 1Dformotion I shall, of oourae, be pleued to 

i ntora you proaptly 1t BAT of the represent ative• or t he 

Trea&IU')' DepaztAent ue included. I aay mentioa., aoreover • 

that the Deputaent baa no diaoretion 1D the aeleotion of 

the Americana 1D the Phil1pp1a.ea who uy be deeignated for 

embarkation 1n the A ext exchange. 

In view of t he oont1Dued unw1lliii8JI88e of the lfllla­

neae OoveriiAeDt to appl1 t he provh iona or the preaeDt 

uohange fi8Z'e-t to t he l'tdllppillaa , no aaaurenoe oan, 

unfortunately, ba a iven at thia time t hat t he pereoAfl 

referred to by y~u will be aooorded t he pri ority •• 

The Roaor able 

Henry Mor genthau, Jr., 

Secretary of the Treaaurr• 

ort1oial. 

• • • 
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ottioial pareonnel or the ~nite4 States OoYeraaeAt that 
might otherwise ba applicable to peroono 1n t heir cate­
gory. While you mar be eure that this Dapartaant will 
do whatner mar be poss ible to etteot the return to thb 
oouotrY at the earliest t.._ibla opportunity or the 
Treaoury personnel, the ratueal eo tar or the Japan••• 
()oTerlllllent to permit t he return to the oontinental 
United St atao of otriciala who ware a part or tba adainia­
trat1n per sonnel ot thia 0oYUUOAt in the Philippine 
I al ande will complicate t he inclusion ot tbeae persona 
1n nn:r arrftll8e::tenta that i t -:r be poaaibla to make tor 
t be n ooWltion or Al!lericons trOA t he Philippi ne I sland•· 

Si ncerely youra , 

Fo r the Secretary of !'tate :' 

ar e o~!nrld!• Lon~ 
ACSlBt~nt Soor e,ary 
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TREASURY DEPARTMENT 

INTER O FFICE COMMUN ICATION 

DAnSept. 26, 1942. 

Secretary J&orgenthau 

Handolph E. Paul 

Late Friday, Ken ji lki , a Japanese claiming to 
be an A!lleri can citizen, was sentenced in the United States 
District Court at Seattle, Washington, fo r violating the 
provis ions of the Freezing Control Order. Kenji Iki, the 
unager of a Japanese concem , United Ocean Tra.nsl)Ort .• 
CoDpany, pleaded guilty to charges of concealing Sl5,000 
in United States currency and $515, 000 face value of 
Japanese bonds belonging to his co~pany and failing to 
report such holdings in accordance with regulat ions issued 
~~aer the Freezing Control Order. He was sentenced to 
nine years imprisonment and a $5, 000 fine . Kenji Iki 
also pleaded guilty to charges of perjury and conspiracy 
for which he was sent enced to five years and two years 
im~risonment , these sentences , however , to run concurrently 
with the nine year sentence . 

This is the second conviction in recent weeks for 
violations of the Executive Order. You will recall that 
on Aueus t 24, Werner von Clemm was sentenced in the Federal 
C?urt in New York to t\ro years imprisonment ~d a ~lO , <?<JO 
f1ne for conspiring to violate the Order by 1mnort1ng mto 
the United States and here dlslX>sln& of dlamonas looted 
br the German High Command in Rolland and Belgi~· 

• 

Regraded Unclassified



TREASURY DEPARTMENT 
151 

.... September 26, 

,. 
, ... 

.,ecreht'Y Uo r ge.nthau 

mtington Cairns 

I . :lopklns is worried about the Russ i an oil deal, from 

• • oin t of view of public relations. Oscar Cox has sug­

•• ~N tt.at it !llir;ht be advisable from that standpoint to 

• ~loJ an outsider who has not been associated \tlth the 

•.-. sac tion up to t he present time and who would have th• 

"c J; iolence of the public and the ltuss\ans. He has suggested 

itney ~eYJnour as a possibility. It is not clear whether 

L' . ·:opklns knows of this sugeestion. However , as a matter 

o · fact , the Treasury Department has Just entered the si t ua­

•:on and shoul d be in a position to proceed with the full 

·onridence of the public. 

I . F. Stone will have another article to the s~e effect 

~s his !:at ion article in Pl.!, probably for Sunda;,r , September 

~7th . 
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COPt ""· 
/~ 

tnror.c.t.ioo roc•1voa up t.o 7 A.M., 27th Soptoabor, 19L2. 

At.y1cko on sbippiM . 0\lri.n.s: tho t.hroo duya 23rd t.o :.1Sth illoludvo, 

.: 'lM OD Nport.Ad. t.orpodood t.nd 1 l)l"C:lumod :mnk b.( raldor (ll butwoon V.Z,.J und 23t-d, 

0!1 l Q•h '"'~ r'ldor cuuiLlt~ 9th) . 2 BrHioh • nd l u.s. ohip in b.,_·U'd-bound 

"t:hn eonwoy Jlort..h of ICt.J..AND (C) 1 2 Brit.ieh nn4 l U.$. aMp Jn hclllewt.rd-bound 

.l"tvf 101Jt..}r1'(;a&. ot ICSLA!lD (C) I a Portu,guese t.rt.wler orr oout. or l<ml'UGAL., 1 
• 

rt•t••, !lh.t 1n t'R:.t..1QIN aroa, a YU&Oslav G.nL'!. a U.S. cblp 1n T:UUIDA.J t1rea1 1 U.S. -._ 

~1 1 rltiab 1h1p ln Af.;\31.\!1 S!.A, erv! 1 Dut.ch •hlp, dat.o .nt! l081Uoo not. ,oc. k:noY'n. 

"r. ., ,s . ship pr~vloully 1..,port.-~ t.orpedood han arr1Vltd und.Pl&tJid. Gro<U. sh1., ra­

t.OT .ci ov ,n.J.~t~ ln OPr.:.L !lo. J)L has llrtivcd, on~ u.s. ~ out Britlah ehi.• overdue 

.'1' 1 .[0.0. 

/. . t:!J.!TM 

MADAQ,\$CAH. Ow· t.roo~lZ u.dvtl.l'\clng froc:~ B:UCtt.A'/lW. Mvo ro:~.chod 

·)f'~, ,l"JIO~ , .a column bile boon eon\. .f'rom 1'1JlANAR1VS to 111tko oont.ncL ttit.h tttl)JJI, S1tun-

' ion ~< t. i' -..~1!MII.R1Vt. IIOroal. 

~· 1'b:lN have betn loetll c;,-,f'lll.n tt.t..o!:l in tbo North:.:rn nd 

Ch\.r:u Stctoro. i'h•r ~no ebeJ\io in th~ plt.u&t.lon at. sr.LD•CRAD, t hOr? t.h--l 

'"'wfll .ns ~ count.:-r-a.\.t..l.C.ki.ng on th, raorth AM south. 1'h.t ~ra.t.na ~<Y:. .a.., sono 

!Ur~r 'J'OCNIS aoutm-est. o1' ...'OZtJC*, rhoro ILl' lndlc.at.io:\0 V"•t. t..h ... Wn."!.ft ;.ir 

r t ort ,., ln•t. SfiJJNGr.AD lt.l:iolt 1e b...in.; .-..ducod ln onJ.._r t.o •t.t.ack 1\LU&t.an rdl 

'lJ rLv .r CO"aUnlC·'lt.iona, port.ieul.urly rrom ASrF.\oaWt. 

Alt\ O;tFJV flONS 

\i«Zrt,RU OOH . 26t h/::7th . 10) nlrorR!t \f3ro doapat.oi'KKl .. coo r.:lr.~ 

nrr Dut.oh conat. una blet. Dr-tfMARK 71, FLrliSOUA.G ?81 ant.t .. uhh 11n& J. , O.dng t..o 

det.~r1or&.1.1on lu w.>nt.htt l'WlY d rcra.l't wer o rooa.Uod. 1'horu wolD no otto.ck on F'LQIS­

VW , ~ lllroratt l\J•J ob&in(.. 

~· 24th/2St.h. Our bomb.)r# at.t.aokod La.l'lo.lina grmmd oouthust. 

or .11TlJH, 2St.h. S...uticht•ra cS.a.ae.aad t.roo~ine H.t. wlhlcl.•• on t.b J JL;1Fam­

~!)1 ~~ ~;ot.C:. a .. n;:c;y t..1rcra1'1. !xat...d M.! ~hln'--eu.M ·: aom l.'lo..._tng vour.d· 

1 Urcratt. on t.'W CJ'O"ll'k, '1/r orksbopc::, t~-~ uT1o.a e.nd '"f",....-&.lty or swre.s .lDt'i 
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NOt TO BE M=TRANSUUTPD 

COPX NO . t..J 

OPl'EL J;Q . 'U4 

Information received up to 7 a .m. 26th Soptomber, 1942. 

1 . !I!.!.U'..&lX. 
Russia . The Russians continue to attack 

locallY in tho Len1n;rad area an~ in aroater strength 

in the Rzhey area where according to tho Russian General 

Starr operations are proceeding well . At Stalingrad 

there ia no chanse. South-west of Jlozdok tho Goroaruo -,:t 

have cade aoce turther sl1sht proaro••• but Russian 

resistance continues strong. 

2 . AIR OPE!!ATIO!lS. 

Western Front. 25th. Four UO•quitos attacked 

an objective in Oslo dropping their bomba fro= roof top 

lovol, one of them is missina . 25th/26th. 35 aircraft 

were sent out, sea 11ini113 10, anti-shipping 25 . l.U.ning 

was successful and fivo hits were reported on enoley' 

shipping. Five ene=Y aircraft operated in the Pcnzanco 

area causing serious dacage by fire in tho main •hopping 

centre, one was shot down and another probably destroyed 

by night fi&hters . 
Our boQbers started fires and 

destroyed two aircraft at an ene~ landlnc cround south 

or Lllltruh . A 10 ,000 ton tenker off Tobrul< is beUeved 

to hevo been hit by t orpedo. 

24th. JI.T. vehicl es ~<ere damllsed end some 

coauolt1os cnused among eno~ troopa aouth·oaot of 

Darron1, one of our airc raft is misaint. 
Tho Russian Air Force raided 

Easter n Front . 

the are4s of Banak , Kirkenes, Petsomo and Nautsi dUring 

tho n1&ht 22nd/2Jrd . In the coueaauo tho Geraan Air 

Force aupportcd Infantry anl Artillery ottaeks and bocbed 

TUapae . 
- 1-

• 
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3. INIELLIQENCE. 

Low Countries , Recent reports shoYI that 

Germany is tryi ng to make the most efficient uses of 
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Inland Vater Transport , A marked attempt is being cade 

t o increase her pool or small self-propelled craft and 

li&hter tonnage, and many invaoion barges are now usee 

t or domestic purposes. A reliable report troc Vichy 

states that the Germans are experimenting with armour 

plate for protection or locomotives. 

• 
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September 28, 1942. 
10:00 a .m. 

Present : Mr . Bell 
J,{r . Sullivan 
Mr . Buffingt on 
Mr. Gaston 
Mr . Paul 
!o\r. Bl ough 
1.\r. Schwarz 
l.1r. Thompson 
JJ.r. Haas 
Mr . Kuhn 
Mr. Gr aves 
J.lr . Ga:nble 
!.Ir s . Klotz 

t!J<. TiiOHP.30ll : I have four deferment oases to 
clear some time . 

H. M. JR: If you will stay r ight afterwards-­

I.!J(. T!iOMPSOII : Yes, s i r • 

H.M. JR: You stay, too, Herbert . 

Uk. G! STQN: Yes, sir. 
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h!lt. T!!O!.!Ps:>N : And Sullivan and Paul . One of them 
is a General Counsel case . 

H.M. JR: He can stay and make his plea. 

!.lit. T!!OMPOON : We have moved up the ladder a little 
on our priori t i es . They have put most of the Treasury 
tn Grade 4. However , the Secretary ' s Offi~e , i~cluding 
the Unde.r Secretary and Assistant o)ecrets.r1~ s , 1s Class 
2 ; Internal kevenue and Secret o)ervice are 1n ~lass 2 ; 
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Class 3, Foreign Funds, Research and Statistics, Tax 
Lecidative Counsel, Division of Tax Research, Division 
of Monetary Rese~rch . The rest of the Department is 
in Class 4, and 1t used to be in Class 5. That includes 
the Bureau of Accounts, War Savings ~taff , Bureau of 
Public Debt, the Treasurer, Customs, Narcotics, the 
!.lint, and Bureau of Engraving and Printing. We have 
moved up a littl e . 

H.U.JR: The reason I am smiling at this i s up at 
Vassar they have a chairman of War Activities Co~ttee, 
and every girl has to do somethi ng, outside of her 
regular 110 rk, to do with the war, and then has to go 
before a deferment board if she claims she is too busy - . 
if she hasn't got time . So one of the things they 
claimed was a war activity was singing in the choir, 
because it was hel~ful in the community, and Joan says, 
"You can see what 1s going to happen to them, all right, 
all right." It i s a grand idea. They really - I was 
surprised - I mean how sensible - now, fo r instance, 
Joan takes bacteriol ogy because she thinks it will be 
useful with chemistry, and in bacteriology they give 
them three hours on Saturday in preeerving of foods -
f reezing, dehydration, all sorts of things in the way 
of foods - three hours on ~aturday in preeerving of foods . 
But they have got •their own deferment board up there . I 
gather they are pretty hardboiled . 

(Copy of "PU" handed to the Secretary by W.r. Schwarz. ) 

Has tha t 20t something about the State Department 
in i t? I didnYt see it , but they told me that what's­
his-name had it on the air last night. 

MR. PAUL: Winchell had quite a blast, if that is 
the one you mean. 

the 
Mit SCHWARZ : They say Thurman Arnold and_YOU are 

only ones who helped send suppl ies to Russ1a. 

H.M.JR: Why include Arnold? (Laughter) 
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krt . GASTUN : Winchell didn ' t put the bleme on any­
body in particular . 

J.llt. PAUL: No . 

ll . I.:,JR: I al so hear he gave the country a blast 
fo r no t buying more war bonds , 

LiR. GAS'IDN : That was sti nging, yes . 

H. •I .J k : Well , anyway, how far did we get? 

lolh. TliO\lP::X:>N: I em all t hrough. 

MH. B~LL : There is the letter to t he Joint Staff 
on those estimates you were asking for. (Letter addressed 
to General Deane signed by the ~ecretary . ) Is that your 
friend Smith that was secretary of that? 

H.H. JR: No, he is assistant Chief of "'taff, noT/ , 

J.m. BELL: But be was secretary . He has moved, now. 

ll. ~I . JR : He is in London; he is Assistant l..hief of 
Staff , 

tm. BELL: The direc tory gave him as the secretary 
and I called him, and that fellow Deane, now--

U . ~~ . JR : Has succeeded him. 

Ww BELL: Yes; so we T;ill have a conference with 
him before this evening. 

H. loi . JR: ~alter Smith is Assistant Chief of Staff 
of lhe AEF. 

LU\, BELL: Do you want to see any of the bankers 
thh week'? Tom Smit h sent in a lc tter and wanted to 
know tf you wer e going to see him because he wanted to 
make his plans to come to New York , anyhow. 

ll . U. JR: \~by don • t you come i n abou t eleven o' cl?ck 
and we will talk about financing, and that sort of tlung'? 

llR. BELL: 111 right. 

.. .. 
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H.J.I . JR: Have you got anything on at eleven? 

J.!H. BELL: No, that is all r ight. 

H. I! . JR: I wi ll clean up whatever else you have. 

MJL BELL: All right . I have some gossip, too, 
that you might want to hear. It is funny gossip. 
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H.M. JR: I don ' t know if I can wait until eleven 
o ' clock. (Laughter) 

J.!R. PAUL: \'.hy can't we all hear it? 

H.M. JR: They can't hear it , can they? 

MR. BELL: No, I 8Jil not a gossiper . 

H.J.I . JR: Harold? 

1\R. GRAVES: Nothing . 

li .M.JR: You are looking mad. \'1hat is your percent? 

MR. GRAVES : Ninety-three point three. 

lffi . BE LL: Without fudging? (Laughter ) 

MR. GffttVES: Without fudging. 

H.M. J R: Are you going to make it? 

~!R. GRAVES : I think so. 

H.M. J R: You must have somethi ng up your sleeve. 

MH. BELL: 1 8Jil suspicious, now, after what they bad 
me do the o ther day. 

H. M. JR: Well, they are just eating in t o October 's 
fat . ( Laughter) 
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loiJ<, BELL: That is all . We just live from month 
to month . 

Wt. GRAVES: That isn't true to say we are eating 
October's fat because we will have November's fat in 
October. (Laughter~ 

Llli. GASTON : It is just like the Ruml Plan. 
(Laughter) 

H.U. JR: You will eat November's fat in October? 

IAI\, GkAVES: This thing is not doing any more than 
to put October sales in the October report. 

MR. BELL: Just like the kuml Plan . 

MR. ;:;unrvA.N: Including a few August sales. 

MR. GRAVES: That is true. The month when you make 
the change you have what you called the other day a 
windfall ; but after that you are simply on a current 
basis . 

H . ~! .JR: You don't object to that , but you do ob­
ject to fat, huh? (Laughter) All r ight, I will restate 
it ; you are ~oing to have a windfall from - a windfall 
from October 1n September? 

Wk. GRAVES: That is r ight, but after that we are 
normal again, 

H.I! .JR: And that is all right? 

MR. GRAVES : That is all r ight. (Laughter) 

H.U.JR: O.K,. He is very sensitive this morning. 
Do you get the distinction? \Laughter) 

MR. GAS 'lOt.~ : It is the Huml Plan - no di stinction 
at all. 
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MR. SCHWARZ : "Life" for artistic reasons, the ny 
thei r layout comes, vrould like to use the other of those 
two photographs, if you don't mind, and then they came 
righ t back with a request t o make another picture of you 
at your desk f or a different layout. · 

H.H. JR: What do they want tha t for? 

Ult. SCHWARZ : I think in connection with the 
liovember thi rd election . They are going to run, one 
week, Democrats in Congress and downtown, and the 
next week Republicans. 

H. !.I . JR: I am not in Congren . 

MR. SCHWARZ : In Congr ess and downtown. 

H. M. JR: Let me see t he other one . (Photograph 
handed to the Secretary. ) 

MR. SCHWARZ : This is a photostat. They are plan­
ning full pages of the Vice President and Secretary 
Hul l and you, and then smaller ones of the others . 

H .~.JR: You know I personally prefer that. 

I.IR. SCHWARZ: That is fine. It is a nice background. 
It is clear. They promise they won't take more than ten 
minutes i f they can have the other one, the same 
photographer. 

H.loi . JR: Well , tell Ste~hene nine-fifteen ;omorrow 
morning . They are really goUig to run this one· 

MH. SCHWARZ : I believe this week end, yes . 
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• 
li .M. JR: What is the heading underneath? 

LU!. SCHWARZ : How busy everybody is - they take 
time at t hei r desk--

IIJI .JR: 1 wi ll bet it has a sti ng i n it. 

WR. SCHWARZ : It will menti on .llbert Gallatin 
probably. 

H.!& .JR: He is a good gu.y. 'lihat else? 

MR. SCHWARZ: That is all . 

H.M. JR: You must have a good connecti on wi th 
Drew Pearson these days. 

lffi. SCHWARZ : He is doing all r ight . "Pl.!" i s 
in t erested in that, l.!r. Secretary. Gordon Cole is 
going over. 

H.W. JR: He is? I lli ll t alk to you abou t tha t 
l ater. Just stay behind. I " an t to t ell you some­
t hing abou t t hat . 

i'lhit e? 

MR. WHITE : You a"aked for thie reminder . (Memo­
randum regarding Frank Southard handed t o the Secre­
t ary.) 

H.H. JR: Oh, yes. 
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MR. ~ITE: And you asked for this. (Lis t of 
professors handed to the Secretary, ) 

16J 

I have a l etter from Knowlson giving the reDor t 
on those two airplane factories in Canada. Do you want 
the gis t of i t now, or do you wan t to take i t up--

H.!4. JR: Later. Can you clear that today? 

llh.. V.HITE : It can be cleared any time you want to . 

H.M. JR: How long do you want , Bell, fifteen 
::1 inutes? 

MR. BELL: Oh, t hat is plenty. Five minutes i s 
enough fo r me. 

H.1!. JR: Whl te, eleven-fifteen. Are you busy some­
where? 

Mil. VIHITE : No, eleven- fifteen is all right . 

H.M. JR: Haas? 

1!R. HAAS: I have nothing, Mr. Sec1•eta ry. \'then 
do you want a financing memorandum for October? 

H.U.JR: Eleven o'clock . (Lau&hter ) How are you 
feeling? 

IAil. HAAS : Much better, thank you . 

H.M.JR: Throat? 

MR. HAAS : It is all cleared up, now. 

H.U. JR: Good. Roy? 
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!JR. BLOUGH: :the Senate Finance Committee passed 
Senator Vandenberg's amendment to f reeze the social 
security contributions at present levels tor next year. 
Paul McNutt and Arthur Altmeyer are very anxious to 
have something done about it, if possible . They would 
like to get the President to send a letter to George, 
but they would principally like at this time to get the 
counsel and advice of the Treasury as to what t o do, and 
help, if possible . 

H. U. JR: We ought to do something about that. 
Supposing you come in at eleven-thirty with a possible 
statement that I might give out to the press. Could 
you, just as a suggestion? 

l!R. BLOUGH: Yes. 

H. M. JR: Supposing you and Kuhn come in at eleven­
thirty . 

!.!R. BLOUGH: And did you want to talk about the 
question of getting the President to write a letter? 

ll . !l. JR: Have ~ of you heard that song "Tell it to 
General, he will tell 1 t to '!he President?" \Laughter) 

WR. PAUL: I think I should come to tha t conference. 

H.K. JR: O. K. 

J.!R. BELL: Apparently Altmeyer is pushing l.!cllutt. 
He has called me twice, and is very anxious to get sane­
thing out. 

H. M. JR: Mclfutt called ine twice . 

MR. DELL: It was switched to' me. 

H. M. JR: Do you want to sit in on this, too? 

IIR. BELL: I don't care -yes, I think I had better; 
they are anxious to get out either a joint statement or--

-
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li .U. JR: I l'lill tell you what we do - supposing 
;1c make these social security ~s eleven- fifteen so 
that Bell will now into that, and Whi te at eleven­
thi rty . How is that? You come in, Kuhn, and have 
somethin~ - I don't knoiY, I might say something. 

Kuhn? 

ln. KUHN: Nothing. 
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J.!R. PAUL: I wanted to ask y.ou who you nnted from 
the Treasury t o be at the t luncheon today. I will be 
there . The t i a the l unch with Yurray. 

H.tl . JR: I think you and I are enough, don't you? 

UR. PAUL:· Well, J.!r. Blough or Mr . Ge.ston - 1Jr , 

Blou;:h m.i.~t be there for the reason that questions 

ma:r c orne up • 

Jl . lJ .·JR : You mean he knows something nbout it? 

Affi . PAUL: '!hat is r ight . 

H.M. JR: We had better have him. (Laughter) 

I.!R. PAUL : I don't kno" anythinr rbout it • 

H. LI . JR: We had better have somebody there tha t 

knows. 

L!R. PAUL: I 8Jil just a figurehead . 

l.m. BLOUGH: If I am supposed to know some thi ng, I 

would like t o know what is up. (Lau~ter) 

!.!R. PAUL: The t is more than any of us can te~l j'OU. 

You have got to now everything. The other thin~ lS 

that Cooper has made an ar nointment with me today through 
ID7 secretary with t ha t bo7 f r iend of his f r om Tennessee, 
that lawyer ho i s interested in, and you said you wan t ed 

to be in on that. Do you want me to--
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H. U. JR: You interview him first and then let me 
know whether he is a youth or not. 

tn. PAUL: All right. 

H. !.!. JR : What else? 

UR. PAUL: That is all. 

H. I!. JR: Ted? 

~. GAI.ml.E: I have nothing, t:r. Secretary. I 
lili::;h t cention, now that it is over, that this prize 
fieht between Joe Louis and Conn had been offered to the 
Treasury . l.!r . Graves turned it dol'lll . I thou;ht you 
mi~ht be interested to ~ow that we stayed out of that. 
'The admissionswere to be war bonds . It was offered to 
us before it was offered to Arllr/ relie~ . 

l!. M. JR: He felt so confident of making this quota 
that he 'didn't need another windfall. 

l.!R. GRAVES: That was before we knel1. (Lilugn ter) 

H. L' . JR : Harold, I am delighted to see you back 
and full of beans. Keep it up. (Lauv,hter) 

What else? 

.1!R. IJAl.!BLE: That is all. 

H. IJ . JR: Will somebody - it is Odegard we are ~ck-
ine - \vho could carry a message from me to Callaht.n . 

MR. GAJ.:BLE: I can. 

Jl. I, . JR: All right. This song - this ten percent --

J,!R. GAJ.!BLE: "Ev' rybod,y Every Pay Day." 

l!. t.:. JR: 1/hat we did with Irving Berlin's son& ­
we went to the Victor Comf&DY and had a record made and 
sent it to the radio stat1ons. I would like to do the 
aame on that . 
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ln. GAMBLE : Did you hear it on the Lucky Strike . 
Parade? 

!i. I!. JR : I did . If you get that fellow to sing it--

1!R. GABBLE: Barry Wood. 

li . L!.JR: He did it very well . Then on the back -
I am open to suggestions as to what to have on the back. 
I don't know whether you want that - they have this Arlllf 
marchinr: song which the Arr:ry has accepted. You might want 
to put that on the back of it. 

l:R. GA:.:BLE: '!hat would be good. 

H.M. JR: But could you ; et me a written report on 
what happens so I am not left hanging in the air on that? 

UR. GA!.:SLE: Yes, sir. You knew that that was being 
published and sent out in sheet music form, didn't you? 

H.!.I. JR: No, but Barry Wood did a swell job. You cdn 
put the sonc the Anrry has accepted - they wrote tlvo and 
they accepted one - and leave this other one-- . 

MR. GAJJBLE : klr . Hill arranged that himself nben 
our people went to see him about pay-r oll savings. He 
arranged it. They have finally installed the plan at the 
American TObacco Company. 

H .~ . JR : Have they? How many does that leave? 

wt. GAI.:BLE: That leaves two companies - both have a 
plan - the national Bi scuit Company and Bemis Bag. Both 
have a stamp plan, but don't have pay-roll savin~s. 

H. M. JR: Whenever I ask for somcthine like . this let 
me know what happens - all of you. A lot of things I ask 
for I never hear whether anythine ever happens or not. 

!JR. BUFFINGTON: You might like to see a couple of 
ads that have been run in the paper about tax sann:.s 
noles by some of the banks . (Advertise~&nts handed to 
the Secretary. ) 
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H.U. JR : Was that stimulated from here? 

MR. BUFFINGTON: Yes, through the different 
executive managers of the Victory Fund Commit tee . 

Jl .U. JR : ·now many have you sold through Saturday? 

MR. BUFFIJIIlTON: Three hundred and thirty-one 
r.li llion. 

H.M. JR: And for the sace number of days? 
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1m. BUFFH!GTO::: About a hundred and ninecy million 
last month. Those are tentative figures because there 
are some exchanges included - the old notes into the ne~ 
ones. 

H.!J. Jil: If you get crowded and want to know how 
Graves gets his wi ndfall , I will be elad to tell you. 
(Laur:hter) 

J.tn. BUFFIN'JTOI;: We need one. 

J.IR . BELL: No, we don ' t need it. 

ll . ~t. JR: Three hundred and something--

IJR. BUFFIIIG'I'ffio: Those are tentative fit;W'es . 

MR. BELL: ~e have no quota. 

MR. SUWVA!I! That is the windfall. 

H.U. JR: You a re savin~ the fat. (Laughter) 

~m . BUFFINGTON: The majority of sales co;ne the 
last weok of the month. 

MR. BELL: There i s about seventy million ~ollars out , 
I think, that are not in the figures . They beg1n to come 
in the last three or four days very fast . 

H.Y. JR: You are' all right? 
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1~. BELL: Yes - this month. For this month we 
are all right. 
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I.IR. BUFFINGTON: We are talklng with the National 
Advertising Council about a publicity program. · 

I!.M. JR : O.K. 

l.!R . BUFFI NGTON: That is all. 

J.:R . ruLLIVAJ!: I talked llith CoDmisaioner Helvering 
about that original personnel investifation, the matter 
you and I and Mr. Gaston discussed Fr day afternoon. 
He is agreeable , and there is a brief memoranduo from 
him and me approving it . I don't think you had auproved 
Herb's original memorandum to you, which is attached 
thereto. 

H.1!. JR: Do I have to approve this? 

MR. GASTDrl : It i sn ' t necessary - just a matter of 
form. 'i/e can go right ahead on the thing. 

I!.I~. JR : I approve it. 

L~. GAS'roll : O.K. 

!.!R. SUIJ.IVA;i: I bad quite a satisfactory conference 
with Secretary Hull Saturday mornin& on that l!:Atter. 

l!. l!.JR: Oh, did you? 

!.!R. SULLIVA!i: And he is sendine - he is ~aving 
Mr. Duggan take care of it. Duggan ie to get 1~ touch 
Yti th me this morning so I can give him all the lnfor­
mation. He is very sure - the Secretary felt very sure 
that we couldn' t put pressure on it, but he felt it 
mi l")l t be put up to him in such a •vay that it would be 
emoarrassing for him not to comment. 
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I!. !!. JR : Fairly soon? 

!.!R. SULLIVAN: Well, I left there about eleven­
thir ty. I \'las 1vith him half' an hour. Then I got back 
here and by quarter past t•nelve he called me back. He 
had already discussed it with Duggan, so apparently he 
is movincr rieht ahead. 

l!. l! . JR : Good. And on the matter that I got the 
memo from the President on - Mr. Hull - did you take 
tim t up? 

J.!P •• 9JLLIVA11: Yes, sir. Hackworth is preparing a 
ffi&morandum which should be here tomorrow, and I am going 
to talk 1•i th him. Roy is al so doing some work on it. 

H.!!. JR: Good. 

L!R. SULLIVA!f: There i s to be a meeting of this 
Compcnsa tion Conuni ttee at VIPB. You a sked me to represent 
you on that. It is quite an important matter. 

Jl. Jd . JR: Sure, that is why I asked you. (Laughter) 

!AR. SULLI VAN: I am formine a co1m1i ttee here in 
Treasury because it is quite an important matter. j e 
':'lant to have plenty of' !lacking on this. .7e have our 
first meeting tomorrow af ternoon. 

H .~ . JR : Sure, it is important . 

Gaston? 

MR. GAS 'ION: I didn ' t have very much l uck with the 
Havy yes terday on t hat; I will talk to you lr.. ter about 
that . 

ll .M. JR : All right. 

MR GAS'ION· I have a nice lotter from Harry Scherman. 
He says; "I hav~ had several articles in mind that. 01;1ght 
to help the Treasury efforts indirectly - by expla~n~ng 
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some thin?,s that most petle find it hard to under­
stand - and will be deli ted to have an opportunity "to 
talk with you before I s art on any of them. I expect 
to be in Washington sometime after the first of the 
month, and will get in touch vnth your office before 
hand so thet I can make the day one convenient for you 
to see me . 

H.M. JA: I am putting you down for eleven forty­
five , and bring anybody you want to, on the Ar~ and 
J:avy. 

UR. GASTON: Eleven forty-five, all right. 

' I had a letter that came over from Harry Anslinger 
this morning. ~e American Red Cross is askine release 
for some narcotics to go to Belgium into the hands of 
the Belgian Red Cross. The letter from the American 
National Red Cross says that the British Board of 
EconQmio Warfare has approved it. I approved it, subject 
to the apR,roval of the State Departrnen t and the Board of 
Economic ,/arfare - some opium an~ some cocoa leaves. 

H.:M.JR: O. K. 

!JR. GASTO!i: George Riley called uo l ate Saturday 
af ternoon - I suppose not havin~ been atle to 7,et Chick -
around five o'clock Saturday evening. lie said that th~y 
were canvassing all the heads of depa~tmonts ~d a;enc1es 
to find out if they would give up the1r limous10es and 
ta.ke lighter cars, or bus, or trolleyoar, or walk. I 
think the answer to him is that you have already given 
up your official big car. 

H. M. JR : Well, I have, but I don't- I mean, I 
have returned it to the company, but--

l.IR. GASTON: What I would like to tell those fellows 
is something different from what I think we had bett1edr 
tell them - The Times Herald. (L&urftter) But I.to 
him that I would pass it over to Chlok, and he IVlll 
call azain on Tuesda7 or Wednesday • 

• 
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!l. Ll. JR: Well, that was like the question,remember, 
the Wall Street Journal was calling up about, what kind -
did I have an "X" card, and I told them not to tell 
them. I wasn' t going to tell them. 

l.JR . SCHWARZ : 'lhe difference between personal and 
official business . 

H.U. JR: Yes. You remember. I mean it so happened 
I could have told them, I was in good shape. 

lm. SC"tf.'iARZ: You might tell them about an official 
~ar and say nothin~ about anythine else. 

~. PAUL: Involved in that question is the whole 
question of ti.Jne, loss of time, if we don't have enoueb 
cars. 

11 .1.1. JR: '!hey say to give up the one for a slllB.ller 
ol\r . Vlhnt is the difference? 

MR. GASTON: To save .,.as and rubber, he said. He 
volunteered t hat the Secretary of Agriculture al ready 
s11id that he had given up his big car and gotten a 
Chevrolet. 

H.JJ .JR: Let me think that one over. 

~. GASTON: Yes, it is a little bit troublesome. 

H. J.I . JR: You refer hi.Jn to Chick if he calls. 

llR. GASTON: I have referred him to Chick. 

H.M. JR: If he calls you again s~y you haven't 
gott en to me y~t. Wait until he oails you again, Chick. 

MR. GASTON: I have nothing else . 

H. lo(. JR: How old is that Buick? 

l.IR. THCW'SON: Three years. 
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H.~.JR : It ls three year s old? 

MR. T!!Cl!PSOH : 'Jhree years. 
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H.~JR : It is three years old. I mean, I gave 
back the Cadillac. I returned it; it went back to the 
comuany, so I am ahead of them. But I just don't know 
whether I want to give them the satisfaction, that is 
the point . 

MR. GASTON: Yes, that is the point. 

H. !.l. JR : O.K. 

• 
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DEFER!.!EtlTS 

Present: Mr. Bell 
Mr. Thompson 
Mr. Gaston 
lolr . Sullivan 
l.lrs. Klotz 

H.M.JR: 'o'o'hat is this? 

September 28, 1942 
10:30 a.m. 
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MR. THO~SON: There are three cases - all over 
forty years of age. They come under your more l iberal 
policy . 

H.M.JR: Moore is forty-five; he has two children. 
1 don't think there is much question about that . 

MR. SU LLIVAN : No, sir, there isn 't. 

(The case of Joel P. Moore , Technical Advisor, 
New York Offi~e ; six months ' defer~ent approved. ) 

H.loi . JR: Incidentally, my figures came through. 
I don 't know What 1 am going to do with them. I went 
through the induction center at· Fort Dix last week. 
1 aeked them to take a hundred men , and of a hundred 
of them, fif ty-four were under thirty-five; fifteen 
were thirty-five to thirty-nine; twenty-eight were 
from forty to fo rty- four and forty- fi ve. In other 
words, fifty- four were under thirty- five and there were 
thirty-one above forty. 

MR. BELL: Thirty-one above forty? 

H.M. JR: Yes. It was one of the saddest sights 
I have ever seen - to face those men - and they had 
been in the Army twenty-four hours. 
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1fR. GASTCfi : ire they going to separate them 
and eet the younger men int o sharper combat troops -
separate the younger and the older men ? 

H.M.JR: No . 

MR. SULLIVAN : I think the bet they are missin .. , 
they are not taking these youngsters who go into a 

Pratt and llbi tney for two or three weeks ; they are 
just fUll of youngsters. 

H. loi. JR: I am going to go into this . 
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This is Willer, Robert T. , of Loa Angeles , forty­
fou r, and single . "He is an exceptionally co~petent 
Grade 12 conferee; and by reason of his qualifications 
and experience as a reviewing auditor and in the handling 
of cases involving offers in compromise , be carries an 
important work load of the office ." 

We had a similar one and I only gsve him three 
months . 

Mll. THOMP3)N : Yes, that is right. 

H.M. JR: Do you remember? 

l!R. THOIJP9)N: That was a different tne of work, 
however . That was a Chief Field ueput;y. 

H.li.JR: ~lhich is more important? 

lo!K. TI!OJ.IPSOO : I think this is more important· 

MR. SULLIVAN : I refused to initial that on~, and 
then I talked with Mr. Helvering and this fellows 
record i s so good that I agreed to initial it . 

H.M. JR: Let's give him three months. 

MR. THOMPSON : Are you speaking of this one or the 
one Saturday? 
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H.M. JR: This one is single . 

MR. SULLIVAN : That is right . I am agreeable 
to three months and then we oan revi ew it at t hat 
time . 

H.M. JR: I want to ge t a chance t o turn around . 

(The Case of hobert T. Mille r, ~asistant Technical 
Advisor, New York Office; three months ' deferment 
approved . ) 

JAR. TllOioiP!DN : The next one they are just asking 
for ho mon t hs' deferment . 

H .~i . JR: This is Henry liainea , Chief Field Deputy . 
He is for ty-three years old . 

!Alt. GAS'ION : Is tha t Pennsylvania? 

Jl . M. JR: Yes . First Pennsylvania Collection Dis­
trict . You don't get copies of these? 

MH. GAS 'roN : I hadn't seen that . 

H.M. JR: Don 't you fellows aee t his before ? 

lr!h.. BELL: I don ' t ses i t, but--

H.W. JR: See that there are enough copies so they 

can see it . 

~. BELL : I am not on the commi t tee , but there 
is one he re from my office. 

H. M. JR: I mean another time . You mean - does 
he want tQ get rid of Haines? That i s a funny one . 

MH. TH011PSOO : No , the Collector apparently has a 
replacement, but he wants two months. 
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llh. SULLIVAN : This isn't a cue of just stalling 
Mr . Secretary; this is a case of needing sixt y days ' 
to train a man to take his place. 

H.M.JR: Well , I am giving all these other fellows 
three who are in the same class . 

MR. SULLIVAN : No , they are not in the same class. 

H.l.l. JR: Vlhy not? 

ICk. &J LLIVAN: The type of work they are doing is 
quite different. 

H.M. JR: This fellow is not ao important? 

!/.)(, SULLIVAN: He is an important man in the 
organization , but not nearly as important or as difficult 
to replace as a conferee . 

H.M.JR: O.K., tl't'O months. 

(The case of Henry L. Haines, Chief Field Deputy, 
Office of the Collector, Firs t Pennsylvania Collection 
Di strict; two months' deferment approved.) 

WR. GASTON: His father is the collector we fired, 
isn 't he? 

I{R, :iiLLIVAN : I didn't think so, He rb; he may be. 

lffi. GASTON : His name came up in one of those 
political messes. 

H.M. JR: That takes care of you? 

Mit. SU LLIVAN: Yes , sir. 

MR. Tl:lOMPs:>N: Mr. Sulli van may be i nterested i n 
this; it is a l>evenue case. 

H. lA.JR: "l.lr. Voilliam T. Bar:nes, Assistant 1,hle~ 
Accountant and Auditor of this office , baa d!votfd his 
entire time, since 1940, to the study of claLmS or 
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· refu nds of amounts paid as processing tax with· respect 
to the processing of sugar. Claims of this character 
included in Mr. Barnes' studies , and totaling approxi­
mately th i rty million dollars, are still pending either 
in an active state of litigation or in the course of 
settlement negotiations . " 

None of these t hings - "age twenty- eight, living 
"i th wife ; wife does not work; expecting child"--

!.lh. TI!OIAP3:>N : There are two court cases coming up, 
one in December and one in October, and they are asking 
ninety days so they can keep him over there as a witness 
and consultant in the cases. 

Mh. GASTON : They put him in 1- A? 

Mh. THOA{PSON : Yes, he is a 1-A man . 

H.M. JR: I can't give it . 

!AI<. THOMPSON: Mr. Paul felt that the ninety days 
should be given so he would be avai lable fo r the cases. 

H.M.JR: No, I can't do it on account of his age. 

}(f( , THOIAPSON : I suppose be could be drawn out of 
the Army for the bearings in court if the cases come 
up . 

H.K. JR: This i s iiliiam T. Barnes. I am reject­
ing this . 

(Case of William T.· Barnes, Assistant Chief Accoun­
tant; defe rment rejected.) 

H.M.JR: It is one thing if a man is over ro;t!, 
but if be is t wenty- eight years old- I am not wr1t1ng 
the draft regulations - I think they are te r rible, but 
I am not writing them. 

I4R. THOIIl's:>N : This one involves a question of 
policy on the national bank examiners over forty. 
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Mr. Upham has ninety-seven, I believe, under forty 
who will undoubtedly be called. He is going to have to 
reduce from two to one examination a year, and maybe 
even skip the one. 

Between forty and forty- five he has some sixtv 
examiners that he would like to put up, as they come 
along, for exemptions under this forty-year rule. 

H.M. JR: Well, three months - would that help 
any? ~.ould that give them a chance to get this straight­
ened out? 

loiR. BELL: That is what you are doing in every case. 

WR. GASTON: Six months for some of them. 

H.M.JR: Well, key posi t ions - the original thing 
was key positions, but t hese men are--

MR. BELL: They look upon them as key posi tiona 
because it takes anywhere from five to ten years to 
train an examiner. Now they have lost a rather high 
percentage of their assistant examiners; they are the 
younger men and they are all goi~ · That throws t~e 
burden on the examiners , and he JUSt can't get assl s­
tant examiners. 

H.W. JR: Well, I consider Heffelfinger a key 
position. I consider Kane - is that his name? 

MR. SULLIVAN : Cann . 

H.~ . JR: Tim Mooney has a key position, but I 

can 't call this--

and 
Alit. BELL : Well, I would give him tllree months 

l et it come up again. 

H.M. JR: All right , tbree months . 

(Case of W. Leslie Sibley, National Bank llxaminer, 
Abilene, Texas; three months ' deferment approved.) 
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Lffi. BELL: A l ot of these people are being offered 
commissions and they don ' t know what to do. 

H.M.JR: I expect t o see these people . What is 
that group that we have here every onoe in a while 
with McReynolds and that group? 

MR. THOMPSON : General Hershey and Under Secretary 
Patterson. 

H.Y.JR: Call a meeting for me for nine o'clock 
Wednesday morning . I will take it up a~ain . The 
thing that I want to take up is thia th1ng here, this 
thlng showing - it is a funny thing, I saw one man 
there an~ I asked how old he was, and I picked the 
one man in the place who was forty-five; it was ob­
vious from his face . Twenty-eight of them were from 
forty to for ty- four . Now, maybe when they come in 
they may have more stati stics than this . Norman, 
ask them before they come in if this is indicative of 
the whole country. 

Now, t he last time they were here they agreed 
that the thing to do was to start with the younger 
men . 

~ THOl!PSON: That is right. 

lffi . BELL: I suppose the draft boards are getting 
short of men and calling in those. 

This was an induc tion center? 

H.L!. JR: This was an induction center. 

MR. BELL: If a man can't a tand the rigors of 
Army life he will have to do something else. 

H.M: JR: 1 maintain that a man ov~r thirtrfive 
wlthout previous military training can t take 1t. 

MR. BELL: That is right, generally speaking. 
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H.M. JR: Those who haven •t had previous militacy 
training just can't take it .• 

}(}(. G.lS'roN: They are .not front-line troops and 
never will be. 

H.M.JR: The t hing that bothers me on thia thing 
is that if forty-aix pe rcent of our combat forces a.re 
going t o be over f orty- f i ve, what kind of an Army are 
we going to have? 

UR. SULllVAN: Or if those we are going to take in 
from now on are going t o be . 

H.M. JR: You might ask them if they could give 
me some more statistics . I think I will have that 
group. They don 't aeem to mind coming here , do they? 

MR. ThOMPS)N : I don ' t think so . 

H.Lt.Jil: Those meetings have always been worth­
while . Who else ~its in on that? 

I.!R. T!DMP.ON: I do . 

H. Y. JR: Who was here last time? 

Vh. THOYPSON : I was the only one from the Treasury. 

MR GASTON : No, I was here the last time . 

H.M. JR: O.K. , Wednesday. 1 will put it down. 

MR. THOMPSON : That is nine o 'clock? 

H.M.JR: Yes, nine o ' clock. 

O.K. 
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James V. 
rorreetal: 

!!MJr: 

r: 

!OtJr: 

r: 

lii!Jr: 

F: 

I!I!Jr: 

F: 

I!I!Jr: 

r: 

IIMJr: 

P: 

HMJr: 

F: 

H'HJr: 

F: 

HMJr: 

F: 

Henr:r' 

Good morning. 

Septeaber 24, 19~2 
10: :n a.•. 

Henry, that queet1on that you raised on 
Saturday. I've aeked Admiral ling to take 
that up with the Joint Cb1ete ot Start. 

l ow •.•. 

There are eome - there are some an~tlea to it -
there are certain balance• that veTd like to 
l ook at. 

You mean the one that Oaeton talked to you 
about! 

Yee. 

That one' 

Yeah. 

There are certain balance•' 

Well, there a.re certain tblnge - I don 
1 

t vent 
to dieouee thea •••• 

llo. 

•• •• on the telephone • •• • 

llo • 

•••• but that will - be'• at lt tbia morning. 

Be 18' 

Yeah. 

Well, ve'll hear trom you' 

Yeah. 
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HMJr: Ve 1ll hear troa 70u, 

r: That'• right. 

HMJr: And - o1ta7. lfh11 e I ha •• JOU on the phone, did 
J'OU ••1 an7th1ng about let t ing the Ar~q 1napeot 
llu7 t r aneportet 

r: 

HKJr : 

r: 

HKJr: 

F: 

Val l, I 1 a going to clear that. I haven't got the 
reaul t 7et. 

Yea. 

But I - there'• no aenae in the other ei tuati on. 

But JOU have that in aind. 

Yeah. 

I t\~ 

HMJr: I aean that the Ara7 oan go on a Nav7 transport .••• 

F: 

HMJr: 

F; 

HMJr: 

P: 

ll!o!Jr : 

r: 

IIMJr: 

F: 

HMJr: 

F: 

P: 

IDIJr: 

Sure, 

• ••• bet ore the7 aa11. 

It eeea1 like aenae to ae. 

It aeeae like aenae to ae. 

Sure, I - I - ainoe 70U and I agreed, vb,y act aa 
though there vaa eoaething to bidet 

'1'ba t 1 a right. 

Buht 

That 1 1 right. 

v 1 ... th r th1M the tiret utter 
el ' now on ~• o e I•~l·l h ar troa JOU vhent that 70u called ae about , e 

I aean, how t eet do tbet operate? 

lfell, I think they have • aaat1ng aoaa tiae t o4aJ. 

Oood. Okay. 

All right, BeiiJ'7. 

'1'baDk JOU. 
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TO: Secretary Morgenthau 
FR()I : Mr. Gaston 

SUBJECT: Diplomatic Immunities 

The following is a chronology of ~ contacts with the 
above mat ter: 

Saturday, September 26, 1942 -

\t \~ 

9:30 A.K. - I went to your office for a conversation 
with you Which was recorded. The others present were Bernstein, 
Pehle and Cairns. Before talking to you I had an opportunity 
to glance briefly at a memorandum to you from the General 
Counsel re~orting conversations with State and with Censorship 
on the subJect of leaks through the diplomatic pouches of 
neutral countries, which State representatives admitted were 
probably occurring. You regarded the problem as urgent and 
said we ought to get immediate action and you asked me to 
follow the matter for you until your return. The Foreign 
Funds people were to complete their data immediately for con­
ferenc e wi th the Army and Nayy. I was to get information from 
Customs immediately as to any pouches about to go with a view 
possibly t o stopping them. 

10:25 A.K. - I called Dow, Acting Commissioner of Customs, 
for the abOve Information and details as to communicat ions 
going through without examination. Customs conferred wi~ New 
York and began preparation of a mamorandum, whi ch was delivered 
to my of f ice about 12:30 P.M. 

10:65 A.M. - You called and asked me to tell Under 
Secretary Patterson that if he would reques t it we would stop 
any pouches now going through. 

11:03 A.K. - I gave this message to Pat terson, who said 
he was then in conference on the matter and would give me his 
reply later. 

11:50 A. M. _ Under SecretarT Patterso
1
nhphoned and asked 

me to come oYer to see him bringing Pehle w t me. 
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12: 01 P.M. - With Pehle and Bernstein I went to the 
War Department, where we conferred with Patterson and General 
Strong (G2) for about an hour. They agreed the problem was 

I t~ 

a serious and urgent one and that in their opinion we had 
much to gain and little of importance to lose from the stand­
point of intelligence of strategic importance by withdrawing 
completely the immunity from search of diplomatic communications 
other than those with our allies. Patterson agreed that this 
was a matter for the Secretaries rather than subordinates and 
if necessary should be carried to the President . He approved 
the idea that we of the Treasurr should draft a letter for the 
signatures of the Secretaries of War, Navy and Treaaurr, to be 
addressed to the Secr etary of State , setting forth the views 
above and wi th an accompanying memorandum of known and sus­
pected incidents of leakage of important information through 
these channels. 

1:25 P.M. - I talked to you on the phone. You asked 
when wa would deliver the draft letter to War and Navy. I 
thought we would deliver it on Monday after showing it to you. 
You said we ought to do i t today, that the matter was more 
urgent than I knew and that if we got the other signatures 
the document could be flown to New York by special plane and 
Secret Service could take the messenger to the farm. 

1:32 P.lol. - I asked Bernstein and Pehl e to make all 
speed possible with the draft so that we might get signatures 
today i f possible. 

1:35 P.M. - I call ed Patterson's offi ce and received 
word he was out to lunch and would be back at 2:30. 

2:45P.M. - I called Patterson's office and was told he 
was i n conference but would call me back. 

3:00P.M. - I called Forrestal's office
1 

and t~k~~ to 
Captain Gingrich, his Aide , who said Forrest& 1w&Gino i he~he 
available though in the office. I told Capta n ngr c 
whole ato;y. He said he would talk to operationa and that they 
would be ready for us if we were to come over. 

3:40 P.M. - Patterson called me back and I to}~rh!: of 
your oplnion of the urgencr of the matter~ti~ake~ef and 
appointment today. He aaid he would cone s c 
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call me back. He wondered if it would be possible to get 
any action out of the Secretary of State over the week-end 
and suggested if the mat ter were as urgent as you believed 
it to be we might wish to exercise our powers to atop anything 
going through without consul ting State. 

3: 45 P. M. - Bernstein and Pehle brought in the draft 
of a letter. We made some changes and awaited a retype. 

4:25 P.M. - Patterson called me. He said not knowing 
whet was within your knowledge forming the basis of your 
statement t o me as to the urgency of the matter he found 
difficulty in reaching a decision that the matter could not 
wait over the week-end. He doubted that the addressee would 
act wi thout considering the matter pretty carefully. He 
said Secre tary Stimson was away and would not return until 
Tuesday, but if the emergency were great he of course could 
act. He suggested that if the situation were aa urgent as 
you suggested it to be we might find it advisable on our own 
acoount to delay t he depar ture of any travelers who might be 
carrying messages. The substance of what he was saying was 
that -- although he didn't express it in those words -- he 
didn't want t o sign any l etter today without having knowledge 
of some apeoific situation that he thought dem.anded it. He 
inquired whether I thought you knew of some definite danger in 
prospect or were merely anxious in view of the long neglect of 
this loophole to get something done at the earl iest moment. I 
said I got the impression from you that you knew of something 
defini te which you didn ' t wish to mention over the phone. I 
said also that if a letter were placed in Secretary Hull's 
hands over the week-end the matter would be just that much 
advanced in preparation for pareonal contacts on llonday •. I 
asked him if we might not , in any event, bring or send ~un 
the draft this afternoon and he said he could see no obJection 
to that and he also agreed that it would be proper for us to 
send a draft to Forreat al at the same time. The drafts were 
despatched by Bernstein· Hie secretary took them, using the 
Treasury <lar. 

4:50 P.ll. - I t alked to you on the phone , r~~ortin! ~~~ 
result of =1 conversati on with Patterson. You aal you 0 

talk to hill and call me back. 

5·00 p w y u alled me to tell me that Patterson had 
said he. woUld ~o~sul~ B~dy (Special i saistant to the Secretary) 
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as to whether wr. Sti.mson could be disturbed over the week-end 
and that the War Department might send the draft letter to him 
for signature. You were astonished that the Secretary of War 
should not be available for three daye and that the War De art­
ment should appear to have so little interest in a matter fhat 
was of so great ~mportance. to them and on which they and not 
lf8 should be taklng the iru. tiative. You said I and the other 
two (Bernstein and Peble) should go home and you would get us 
on the phone through 2626 if you wanted anything more done 
tonight. 

5:35 P.M. - Bernstein, Peble and I left for our homes. 
I l eft word with the operator that I would be available during 
the evening at~ daughter's telephone number, but didn't 
receive any word during the evening. 

Sunday, September 27 -

You called me from the farm .a little before Noon and 
told me that you bad had a further conversation wi th Patterson 
at 7:15P.M. Saturday and that he said that he would call me. 
Pat terson reported that be had been in touch with Secretary 
Stimson, that Secretary Stimson said be was very much inter­
es ted in the matter and would like to go into it himself and 
that he would be back in Washington Sunday night or Monday 
morning. Further, he thought the matter ought to be taken 
up personally rather than by letter with the Secretary of State. 
You thought in the meantime that we should make some effort to 
pursue the matter with the Navy so that they would be prepared. 
After talking to you I attempted to get Forrestal on the phone 
in the Navy Department. I found that he was in, but he had 
Captain Gingrich taik to me. Gingrich said that he had die­
cussed the matter with Captain Struble, of the office of the 
Chief of Qperationa and that Struble thought they ought to 
"go slow.• I revie~ed the -hole matter agai n with Gingrich 
and urged that they make preparations to present their side 
of the case. I aald I should very ~uch appreclate·an oprr­
tunity to talk to the proper people in the Navy Oepartmen today 
(Sunday) and Gingrich said he would get in touch with Struble 
again and see if be could not arrange a conference. He wanted 
to know what time would be convenient to ~e and I told hi~ 
three o'clock. He said he would endeavor to arrange a confer­
ence in~ office for three o'clock and would call me back if 
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he were able t o do so. I heard nothing more from him. I 
talked to Bernstein and asked him to st and by for such a con­
fe rence. He said he woul d be glad to come in. He called me 
again about 2:45 P.M. and asked if I had heard anything further. 
I told him I had not and that I assumed we were not going to 
be able to see the Navy people. I was at home all day and had 
no furthe r calls. 

Mondaz, September 28 -

Wr· i cken, in pursuit of instructions I had given him 
on Saturday, called Shirley Stephens, in charge of the En­
forcement Divi sion of Customs , and told him not to grant 
freedom !rom Communications examination to anf more depart­
ing diplomats without referring them to my office . 
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September 28, 1942. 

MEMORANDUM 

TO: Secretary Morgenthau 
FROM: Kr. Gaston 

SUBJECT: Diplomatic Immunities (Addition to Chronology) 

10:40 A.M. - Under Secretary Forrestal attempted 
to get me on tfie telephone and since I was in your office 
he called you. You reported that he told you that the 
subject of canceling the immunity from examination of 
diplomatic communications had been referred to the joint 
staffs for etudy. On my return to the office I called 
him back and he came on the phone merely to tell of his 
conversation with you. 

11:50 A.M. - Under Secretary Patterson got me on the 
phone In your office to tell me that he found our draft 
of letter O.K. in general and that they had written it up 
for Secretary Stimson's signature with only very slight 
changes. He expected to see the Secretary about it during 
the day. 

12:00 M. - You called Patterson back to tell him 
what Forreatal had reported as to Navy consideration of 
the matter. 
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HMJr: Hello: 

Opera to r : Mr. Pattereon. 

HMJr: Hello. 

Robert 
Patter son: Hello, Henr:r. 

!!I!Jr: 

P: 

HMJr: 

P: 

I!MJr : 

P: 

IIIIJr: 

P: 

I!MJr: 

P: 

I!MJr: 

P: 

I!MJr: 

Good morning. Bobt 

Yeah. 

I Juat thought :rou 1d 1.1lte to m ow that Forreetal. 
called ae thla aorning in r egard to th1 1 J oi nt 
Manireato that we were tr7i ng t o get togethert 

Yeah. 

And that - he put it th1• wa7, and I 11.1 Just re­
peat what he said- tha} he wasn ' t eure that on 
balance that tbe7 weren t getting more than vbat 
ve might loee. 

You know what the rererence 11 t o, don't 7out 

Mo. 
The rererenoe ia t o eoae tool beeringe~ I thlnk, 
that the:r're getting 1n rroa Bern b7 the 
Dipl omatic Pouch. 

Well, that - I - I oan' t - I can't bel1e'fl 1t. 

!ba t - that ie what the:r' r e r erer r1ng t o, I'• 
pr ett:r sure. 
Well, that 's the damndeet nonaenee I eYer beard. 
But tb1e 1 e what I wanted t o t ell :rou, Bob. Be 
aa1d that be bad put 1t up t o the J oi n t Ch1era or 

Starrt 

Yeah. 
And I thought- I didn't know whether General 
Strong eat on that or not . 
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p: 

B)(Jr: 

P: 

KKJr: 

P: 

KKJr: 

P: 

HMJr: 

p; 

HI(Jr: 

P: 

KKJr: 

P: 

i!llJr; 

P: 

I!MJr: 

P: 

I!MJr: 

P: 

- 2 -

llo , be doean' t. 

But - well, I thought whoever doel might be tore­
warned aa to JOUr per • •• -JOUr poeition. 

Yeeh. 

It'• a little tip. 

Yeah. 

Olr.ay' 
Yeah, Jtab. I ' ll trJ to aee the Seoretary todaJ on 
it. 

Vall, theJ- he &aid ••• • 

I - I haven't presented 111& the letter Jet. 

llo, what I was telling - be aaid they were going to 
meet today. 

Yeah. 
Now the other tbing, I eent you a 11 ttle letter 
I don 't lr.now whether JOU ft it yet or not-- a 
auggeetion ot a man, and wondered it you'd be 
w1ll1ng to tell me whO tbia tallow Mu~ ia, 
because it be'• who I tbinlr. be ia, I don t lr.now. 

MurphJ is a 114D, I underetand, wbo baa been consul 
in that area tor the State Departaent. 

Vell, there'• a Murpb1···· 

I don't know tbe man at all. 
Would - well, could 1441• or somebodY gat b1a tull 
na.11e ...... 

Sure. 

It\ :r 

•••• and send it over to ••' 

S I un
derstand tha t be' a over abroad now. 

ure, aure. 
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Jl)IJr: 

p: 

HMJr: 

HMJr: 

P: 

I!MJr : 

P: 

III!Jr: 

P: 

I!MJr: 

P: 

HHJr: 

P: 

I!MJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

- '-
Well, there 1e a Murph¥ 1n charge at V1oh7 - France. 

I don't know that . 

Well , anyway • ••• 

\f\ ~ 

B1a na111e '• - the 111an in charge there h named Tuck /?) 
1en 1 t 1tt 

Well, I - I gueaa Murphy ie over - that Murphy 1
e i n 

London. But, anyway, the Murphy t hat you han in 
lllind - tell. eo111ebody juet to at1olr. it in an ennlope 
and send i t over to ae. 

You a ean the tul.l. naae ot tba u nf 

Just the tull naae ot the un. 

Yeah. 
Then I oan look .up in the &tete Department ot their 
pubtiehed- you know, t hey ge t out e •••• 

lCee • 

•• •• directory ot their people, and I oan find out 
who he ia. 

Yeah, al.l right, I'll do that. 

And - hello' 

Yea. 
It - it you're willing to- I mean, I - I 'm very 
ourtoua to know whO reooamended b1a. 

Well, I - I don't know anything about that. I - I 
don't - I just oaeually knew or the naae at all. 
I don't lr.now that, Henry - couldn't eay. 

lr.now Wbiob Murph• 1t ie. 
Well, juet let me ~ 

R1ght. 
I eent you over the name or a fel low that 1e tope. 

tlb bub. All right. 

• 
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l!MJr: Thank )'OU. 

P: Right. Goodb;re. 

--
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Sept .. ber 28, 1942 
12tQO •• 

RE: DIPLCJUTIC POUCHES! RUSSIAN OIL REFINERY PURCHASE 

Preaentt Mr. Gaaton 
Mr. Paul 
Kr. Cairna 

-~~. B. Bernstein 
Kr. Pehle 
Mrs. nots 

H.~.JR: The thi.ng I don't think we know h­
Forreatal aaid that he had this a.aorandua. he aaid 
he wasn't aure that the1 weren't getting enou2h on 
balance. He used the worda •on balance - tha£ thie waa 
a miatake.• So he put the matter up to the Combined 
Chie!a of Stat!. 

I eaid, "When will we get an annert• 

He aaid, •tod&J.• 
KR. P.lULt That i1 the aaae u the State. 

H.~.JR: 8lt I aa aurprhed at gettillg that !roa the 
NaTT • 

Dou Strong ai t on the Ccabined Chhh ot Sta!t'l 

KR. G.lS'l'CII: Well, hi a auperi or, whoenr it would 
be - Karahall or whoaenr he deaigna ted - it aight not 
be •Strong. 

H.K.JR: I wonder it it wouldn't be a good thing to 
call Patter1on and let h1a know about tbia. 

KR. G.lS'f(ll: y 11• I didn't think to aention it to 
bia. 
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(The Seoretar7 held a t elephoae ooanraa tiC?Jl w1 th 
J6r , Pat tenon. ) 

H.ll.JR: What ~~ all thh aeetlag for &DlWay? (Laughter) 

MR. P.AUL: You called it. 

MR. G.lS'I'<If: I ne juat aiapl.J going to report the 
lateat thing• t hat happened eo far u I n a ooacened, 

Ieaterd&J afternoon after talkiaf to JOU I called 
the Na'f1 Departaent and found that bo h Forrutal and 
his aide, Captain Gingras, were in, I asked for Forrestal, 
and I got Giagrae, ~d I urged that we get together to 
diseuse the thing ruterd&J. He said he would tr7 to 
arrenge a aeeting n a, office at three o'clock with 
Struble, representing the Chief of NaTal Operations. 

&t he aaid that Struble had thought we ought to go 
alow on the .. tter, bUt he would t r7 to conTince Struble 
that he should oaae la and talk to ua at three o' clock 
and that it he ••• abla to make the appointmant he would 
let me know. ET1dentl7 he waa not able to , because I 
did not bear fl'<a h1a again. 

H.ll. JR: 11bile we are nl tiag, auppoliag I read tbh? 
I haTen't eeea thie. 

MR. P.AUL: That hie bean changed allghtq. 

H,ll, JR: Let ae juet get the pill' port. 

(The SeoretarJ read draft of letter to Secretar,r 
Hull, oopJ attached. ) 

H,ll,JR: That ia good. 

)lR P.AUL• I thinlc we ought to tell J OU about the 
attitud~ •• ~t fraa Under SeoretarT Patterson abouttihe 
State Departaent oTer at that conference. It waa ra er 
refruhing. 
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H.II. JR: Go ahead. 

l!R. BERNSTEIN: He eaid that in hie dealings with the 
State De~rtment he alWIJ'a had the feeliDg that the1 were 
caRplete unrealiatic in their handling of problema. He 
neTer cou d be sure what was the reason for it. He 
thought, perhaps,it wee btoauee these fellowa at the State 
Department were conetantlf going out with the repruanta­
tivu of the foreign gonrDiunte and that the7 were good 
friends; and aa a reault of that th17 Juat couldn't refuae 
to do thinga regardleee of what the national interest waa. 

He thought that 7ou oouldn' t get anfWhere on thia 
pro bla dealing with Ill¥ of the aen down the line; 7ou 
eimplf had to go to Bllll. 

KR. P.f.UL: Didn't he aq he had that uperience 
repeahdl7? 

I(R, B~STEIN: He had had that experience in the 
past with thaa. He alao comaented Ttr7 unfaToreblT on 
the attitude taken b.r the State Departaant in the past 
where the question came up about getting material out of 
Swi tzerland and furniahing aaterial to Switzerland and 
to Sweden. He aaid he d.idn' t think there wee a111 chance 
of thoee countrlea acting egainet ua, getting into the 
war againet ua. 

H.ll. JR: 1ho said t hat'l 

IIR, BERNSTEIN: Patteraon, unleae the7 t hought w~ 
would lose the war. He aaid what aotiTated the deoia1ona 
of the neutral EUropean countries wu their guhesta ~! !~t 
who would win or loae the war, and an7thing • or ~n 
waa uniaportant. 

He aaid he eia 17 could not und~ratand our attitude -
thie GoTernment'e aftltude - toward iinland. 

KR P.f.UL• Of couree 10 far aa the Custoas end of 
• • i t ~ t that wu a general order 

it waa concerned, he po n ... ou t and no offanae 
and didn't affect aD1 particular ooun P1 
oould legitiaat•lT be taken. 

\~\ 0 
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H.ll, JR: I don't. !mow what h the utter with Oecar 
Cox tbeae dafe. Two or three tbaee he hae been in here 
and alw&Ta ie eug~eating eomebod7 el ae, ae tho~ we 
d1dn' t know our om bualneu, I meant I can't l'ollow 
it. I gueu he baa bean around with :>a Roae11111an eo 
long, 

(The Secretar7 held a telephone oonveraation with 
l(r, Patterson.) 

MR. PI!IILE: 'I'ha t ia Bob Kurra7 who hae bean handling 
the North i!rican thing for the State Depert.ent, who I 
don't think we would regard Vll'J highl7. He baa been 
par t of thia whole Norlh.ltrican appeu•ent progra. 

MRS. D.OTZ: 1iilan 't he in France? 

MR. PEBLE: He was in France, and then he operated 
out of Vicll¥ but moat of the time be hu been in North 
Afrioa, and te ia the one lho baa been rec~ending these 
North African prograaa which involve shipment of goode 
to North .lfrica. 

H.)(, JR: Well, on the theor7 that it ia thia fellow, 
WOUld rou have fOur ahop get me up a II IIIIOr&ndUil which I 
would ike to han b7 - how long would 1 t teke 70u on 
the tbeor7 tba t 1 t ia thi a ll&n'l 

MR. PAUL: It ahouldn ' t hke verT lo~~g . 

B.ll. JR: The fir at thing te~~orrow aorningf 

liR. PAULl Eaeil7, 7e1 - thie afternoon if JOU want. 

H .II. JR: Thi 1 afternoon would be better. And whoever 
gets it, aotuall7 put it in the hand• of lira. Klota eo 
I will get it. I aean aotuall7 give i t to her. 

Now, on thia thing of what'e-hia-naae- I don't know 
why Oscar Cox - who told 7ou thief 

liR. CAIRNS: George Waehlngton. 
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lffi. PAUL: h that the reault of that conference• 
with ae? 

lffi, CAIRNS: Yu. He ome onr Fridq a!tel'lloon, 

YR. PAUL: Be called •• and aaid that he wanted 
George Wuhington to talk to our boya, and I arranged to 
have it done. 

H.ll. JR: ht happened on it? 

lffi. C!IIlNS: Thia ia the r11ult - this il what I cae 
to diacun, hia principal point. 

H.ll.JR: lhich in hia aanr capacitiea did Oscar 
Cox ccme 01'er'f 

WR. CAIRNS: Lend-Laue, I think. 

H.ll.JR: We don't nud anrbodJ. We are doing our job. 
Should I tell that to Oscar? 

)!R, PAUL: I didn't ue &nl hal'lll in Wuhlngton giving 
&DJ information he had to ua. 'lbat ie the way it cue up 
to ua . 

KR. CAIIlNS: I wouldn' t aakt aJ11 aon at this time. 
When llluhington got th,e tull picture of procursent, which 
we gan hia, he aaicl he would talk to Oacar again. We 
will Juat wai t and ••• .hat happens. 

)(R, PAUL: Oacar na telling 111 what dynsite there 
waa in it. 

KR. CAIRNS: B• waan•t intereated a .onth ago. 

KR. GASTON: Kqbe we oan acld a 11 ttl• dplalli te ancl 
puah it through. (Laulbter) HaTe the7 oleared up those 
patent righhf 

H,ll.JR: It 11 in thl• atatua: The aan in1'olnd -
what 1a thia !tllo'ft nae? 
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ALR. CAIRNS: Cl'lapton. 

B.W.JR: Be hu written a ••ol't.ndllll to Iclcea in 
whioh he baa aaid that the prooeuee which the l!lleaian.e 
have aeleoted are all right and that it ia all rigbt 
tor th• to go ahead. 

Now, what' a hie naae - Clift Wack - told •• that 
Saturdaf. Wbat leba doll -.ith that ••oranda, I don't 
lmcnr. 

'Mlat I wu thinking o! doing waa, tor God'• aake 
tell Oto&l' to keep hia noaa out of thia thing. What ~. 
had better do ie fix up_ Stettiniua' ••orandmt in which 
Stettiniua ~· enJ7t111ng ia lovelf. He wrote fOU 
(Kre. Klots) a ••orandla. We eent a oopf of thia 
order. Be wrote back aqing eveeything •• lonl7. 

lffi. CAIRNS: I think he wrote the t. 

B,K,JR: Fraa their etandpoint it is ver7 ttupid. 
•bat I •• going to do na tbh, on thia oil thing, and 
I wieb fOU would talk with Kack, Huntington. Kack.will 
do a good job on thia thing- aend a little note, M1 
dear Barol4: On 1111ch and euch a date I wrote you • 
letter, and I ban not heard traa JOU. When Uf I eieot 
an ane .. rf• Tbat ie all. It ia about • week, ian't tY 

KR. CURliS: Well, I think Tuudq or lednndaf. 

B.K.JB: I dOll'' t ant - I will be pertectl7 clear. 
I d011't ant to aq - juat a little note like that -"' 
han rud thia thing, and I would like veey aRch it 
pouible to ga.t an &DB .. r rigbt awaf. • Talk it over. 

KR. CiiRIIS: !11. 

B.K.JB: Oaoar o•• in the other dq and - it •• 
ICIIIething about the tax bill - ob, 1••·· 

MR P!UL B talked to ae on the telephone. Be told 
•• a l~t of !turf wbioh reall7 bad bean • 4' olear to •• 
b7 Hill before. 
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H.K.JR: OD the tax bill, we of oouree weren't 
getting it rilthtt and we OUFt to ban a 'conference ana 
bring in a lot or people - f OUl' tax bill. 

MR. PAUL: He didn't talk to me about t hat. 

B.V.JR: I tell JOU what we will do. 

VR. PAUL: It ia my tax bill - because it ie mine ­
JOU lcnowt when the child h bad, 1t ia alw&Ja the wife' 1 

fault . Laughter) 

B,W.JR: I tell fOU what we will do. I will put 
Cairna, and then Cliff Wack down for four-thirtJ. Do 
JOU want to get in on thie thing? 

KR. PAUL: I had better follow it because I have to 
keep up with these things. 

H.K.JR: O.K. I .. trying to ean 7ou, that ia all. 

KR. PAUL: I am prett7 good thie week, becaurt we 
don't go up--

B.K.JR: You are pntty goodY (Laughter ) 

liR. PAUL: I aean I D not 10 bUIJ• 

B.K.JR: !bat iln't wbat JOII eaU. 

KR. PAUL: I aean rettJ good tbia week, too. I will 
etick b7 it. (Laughter 

B.K, JR: lfaclt, Cairn•, and Paul • the other thing -
we will ait tight on tbie pouch bueineee. 

KR. PAUL: I think we ban to wait for a couple of 
montha. W. han oheolted the thing. 

B.II.JR: You '" I han been ecding coph• of mJ 
correapondence to Hopklna . 

KR. CAIRNS: lou told •• that FrldaJ• 
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D:lli'T OF LETTER TO SECR:>TJ.RY HULL 

We have been giving careful consideration to the 
problem oi info l'lll.&tion and material of an important mili­
tary and economic character being transmitted in and out 
of the United States and elsewhere for t he benefit of 'the 
en~ through diplomatic channels, particularly through 
the diplomatic pouch and the persona and baggage of 
diplomats. It is our considered view that vital security 
in.erests of the nation are being undermined through thaee 
channels and act ion must be taken immediately to deal with 
the situation. 

i t a recent conference dealing wi th this probla 
held at the State Department and attended byissistant 
Secretaries Acheson and Shaw and representatives of the 
Treasury and Office of Censorship, the foll owing points 
were developed: 

1. Nothing in our atatutea, treaties, or inter­
nat ional law prevents this Government, in the 
furtherance or ~tl& war effor t , f rom limiting 
the use of diplo~tic facil ities . 

2. During the firs t World War the British 
Government announced that it reserved the 
right to examine the di~lomatic pouch where 
the security of the nat1on required such 
action. 

S. Our enemies are taking the fullest advantage 
of the di~lomatic pouch of neutral countries 
to transmt infol'll&tion and ~~~&teriel vi tal 
to their war effort. 

4. This Government's polief r especting the 
diplomatic pouch should be determined solely 
on practical grounds whether on balance our 
war effort is helped or hurt by the . . 
maintenance of this avenue of commUDlo&tlon. 

I 0\ "t' 
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The point was raised by representatives of the State 
Department that this Government waa receiving vital informs- (r 
tion and materials throu~h the diplomatic pouch, particularly 
from Berne. We are connnced that our ene~llies obtain 
advantages through the use of the diplomatic pouch which 
greatly excoed any values that we are obtaining or oould hope 
to obtain through this channel. The information and material 
of military value which this Government now is transmitting 
through the diplomatic pouch can either be transmitted through 
other channels or is of little relative importance. 

We cmnot ignore that there are great nUIIbers of 
persona in this oountr1 of enei!IJ nationality or ancestry 
who are or aar be working in their interests in the fields 
of espionage and other subversive activities. There are no 
lar~e groups of Americans in en~ territory who are in a 
pos1tion to help this Government along similar lines. 

Neutral countries, many of whom are encircled and 
dominated by the Axis, have permitted the use of the diplo­
ma t ic pouch to transmit information and material of enormous 
military and economic value to the ene~. We have obtained 
no similar benefits from such neutral countries . 

It is therefore our view that in the int erests of 
our military and economic war effort, this Government should 
immediatel7 adept the policy for t he duration of the war of 
exlllining diplou.tic pouch.•• and the ma~l , pe i'S~ns , and 
baggage of diplou.ts to insure that no 1nformat~on or 
111.terial ia being transmitted contrary to the security 
intereeta of the nation. Of course, arrangements W?uld be 
made with our Allies to insure, on a reciprocaf bas1s, 
continued freedom from ex.amination of diplouti c pouches, 
persona and material. 

We realize that there mar be important political 
considerations involved in tak ng action suoh aa here. 
recommended. We believe that the military and econom1c 
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consi derations are so fundamental and ~palling that the 
r eoo=mendationa herein suggested must be adopted i n the 
absenoe of a clear showing of superior political considera­
tions that will be adver sely affected by such aotion. 

We would appreciate receiving your views on t his 
mat ter at the earliest hour. You will, of course, 
appreciate the urgency of the problem. 
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Opern tor: 

I{MJr: 

Hunt1ngton 
Ca1rne: 

HY.Jr: 

C: 

IO!Jr: 

C: 

KMJr: 

Hello. 

Mr. Ca1rne. 

Hunt1ngton' 

Yea , Mr. Secretary. 

182 
September 28 , 19~2 
1:0} p. a. 

That l~tter t o Ickes, I think I want to do 1t 
bef ore t our- thirty. 

I hsve 1t r1gbt now. I can br1ng 1t r1gbt 1n. 

Br1ng 1t r1gbt 1n. 

I'll br1ng 1t r1gbt 1n. 

R1ght 1n. 

• • • 
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SeptemDer 28 , 19~2 

HE~!ORANDUM FOR THE SECRET.AlllC 

From: Mr . Blough 

SubJect: Luncheon ·conference with representa tives of 
the C,I.O., September 28, 19~2 . 

18J 

Present at the luncheon conference , wh1cn began at 
1:15 p . m. , were Secretory Morgenthau, Messrs . Lee Pressman 
and Rosa Nixon of the C. I . O, and Meeera. Paul and Blougb, 
Mr , Philip Murray, President of tne C, I , O., exoected to 
be present but was unaDle to do so because his- train vas 
late , 

Mr. Pressman said t heir reason for asking for t he 
conference vas to lay before the Secretary the problem 
they see Wi t h respect t o the t ax bill. The leadership 
of the C. I , O. has succeeded in persuading the membership 
to accept wage stab1li~ation , If the anti-inflation 
bill does not contain stabilization of farm prices the 
workers will not accept wage stabili~ation , Moreover, 
lf the tax bill is passed in its present form, wage 
stabili~ation is definitely out of the picture. The 
obJections are directed primarily to tne loopholes and 
t he low corporation taxes wnich permit tbe receipt of 
i ncreased profits , 

Mr. Pressman said that what tney needed vas ao~e 
democratic senator vho could speak for t be Admi nistration 
and offer specific amendments on t be floor or tbe Senate 
and make a fight for them . He said it woul d be or no 
value to get some maverick member who did not apeak ror 
the Adminis tration. Likewise , it would be undesirable 
to have Senator LaFollette present the ame ndments because 
he would undoubtedly attack the Administration tor not 
being more vigorous i n trying to get them thrOugh. Th1a 
would put the c.I . O. 1n the position of attecki ng tne 
Administrati on, which it did not v1eh to do . 

• 
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Secretary Morgenthau asked if the Labor Cabinet 
continued to meet with the President . Mr. Preasm~ 
said it had been meeting from time to time and that 
t hey were about due for another meeting. The Secretary 
sa id t hat the only hope he could see was for the Lebor 
Ca bi net to inform the President t hat unless the Treasury 
tax program was strongly supported by the Admi nistration, 
wage stab1li~at1on would be an impossibility . If the 
President could be persuaded to call i n Congressi onal 
leadership, including the Big Four, and make a strong 
f i (.ht for the Treasury bill , something might be done . 
Ot herwise, the Secretary eaid, nothing would likely 
happen. He said he had tried every way he knew how to 
ge t action , witho~t auoceaa. 

!(r . Pressman pointed to the fact that Mr. Henderson's 
organization is actively lobbying in Congress and left 
the implication that this would be an effective t hing for 
t he Treasury to do . The Secretary and Mr. Paul poi nted 
out the dangers of this type or procedure and indicated 
t hat from the long-run point of view it was not practi cable 
for t ns Treasury to work in this manner. 

The Secretary pointed out that in goi ng to the 
President it would be extremely desirable that there be 
no difference between the 0 . 1 . 0 . and t he Treasury. 
Mr. Preeeman said he thought there was no difference . 
The Secretary said i t would also be highly desirable 
t or t he C.I. O. and t he A. F. of L. to be agreed. 
Mr. Pressman sa id he doubted whether he could get any 
active eupport from tne A. F . or L. since t heY had not 
shown much interest in the t ax bill. 

Mr Pressman i .ndicated t ha t t he C. I .o. had sent ~ 
letter to Senator George opposing t ne Vandenberg ame -
ment !ree~ing rates or ~oial' SecuritY contribution. 
He sa id ne would like to ask what the Treasury ia going 
to do 1n t his connection. The Secretary 1ndicatedt~~at 
he would make a statement at the pressTconrer~n~:re g~ing 
afternoon and that Mr. McNutt and the Mrea;~aeman asked 
~ conrer on what more might be done . ~lniatration wae 
t he Secretary if he knew wnethar ~ial Security program. 
going to preee !or an additiona 0 d d not know wnat 
The Secretary ea1d tnat, rrankl~, h~e ;.d been tne onlY 
vae going t o happen, that tnua ar wed u the 
person i n the Administration who nsd rollo ublicl an 
President ' • Budget Meesage by recommending P Y 
expanded Social SecuritY program. 
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Thoro was some discussion of the sale• tax and 
t he Victory tax 1n wh1ch Mr. Preeeman and Mr. Nixon 
indicated their opposition to botn taxes, 

18~ 

The Secretary aeked Mr. Preaeman wnat he thought 
about compulsory savings , Mr , Pressman was eomewhat 
guarded in his remarks but indicated that he preferred 
voluntary savings if it could be made adequate, Mr. Nixon 
indicated that compulsory saving on top or voluntary 
saving would undoubtedly reduce the latter, They seemed 
surpr1eed to know that the payroll allotment plane were 
yielding more and more money from month to month, At 
the end ot the luncheon the Secretary took them to t he 
chart room and explained the charts showing partici pation, 
amount ot bonds sold, number or t25 bonds sold, and other 
facts . They seemed very muon surprised to l earn of the 
continuing success of the payroll allotment plan and 
indicated that they tnought thle vas the answer to thoee 
who believed ve should have compulsory saving. 

Duri ng t he luncheon the Secretary mentioned the 
Josephus Daniele editorial and afterwards Mr. Paul gave 
a photostat copy ot the cartoon and editorial to 
Mr. Pressman and Mr. Nixon. He aleo gave them cop1ee 
or hie apeecn before the Lawyers Guild, Wbicn contained 
a statement relating to the Rual plan, and arranged to 
have some other material sent them. 

( 
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September 2g, 19~2 
2:~} p.m. 

l 8b 

HV.Jr: currt 

Clifton 
Mack: 

HMJr: 

ll: 

!!KJr: 

K: 

HMJr: 

H: 

Ht~Jr: 

M: 

HHJr: 

K: 

HM.Jr: 

II: 

Ht~Jr: 

M: 

I!MJr: 

Yes, sir. 

I sent that letter over to l okee around one 
o 'clock. 

Yea. 

And I'll send you a copy ot it tor your tiles. 

All right, air. 

Now if I anould hear from Ioket, how l ong would 
i t teke you to go into aotiont 

Well, I have my letter ot intent alreadY prepared •.. 

Yee. 

•••• and- now I can- I can sign it Just the 
moment I get word trom you. 

You could? So in other words, the minute we neor 
rrom him we could sign it. 

I' ll a1gn the letter. I have it all ready. It'• 
cleared the Legal Divition •••• 

Yes. 

•••• and I can- it 1 e a l etter or intent t elling 
the engineer architect to - t o go ahead i~ediately, 
eet up h1a organization, and make plans1 and - and 
we put our man up there , Bnd we ' re - we re started. 

Well , but does that mean or dering the plant too. 

Well, ordering the plant has to be - has to be done 
progressively, you see, a s they - they set up their 
otti oe , start the blueprinte .•.• 

I see. 

• . -
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M: 

J!I!Jr: 

M: 

HMJr: 

M: 

HI!Jr: 

M: 

HI!Jr: 

M: 

HMJr: 

M: 

IOOr: 

M: 
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•••• ir .we get in tb.ia piece or aaoblnerJ, the 
next piece or aaoblnerJ - it all hae to be 
r1tted in10o the wbole tbln&. Bo Juet the a1nute 
we get olearanoe •• •• 

Yeah. 

•••• that l etter oan be eigned- it~ in­
immediately becauee it1 1 alre,dJ- already prepared. 

Good. Rave JOU eeen •P. x.• todaJt 

I did, Jee, e1r. 

Bome article. 

Indeed it wae, indeed 1t wae. 

A lot or eturr in there I knew no thing about. 

Yee, well, I - well, I don't know whether or not 
eome ot that atutt ia entirely accurate, but 
there's- there'• · • lot of thlt atutt that ie 
right, and ·it ' a just too bad. 

Well, we'll eee, anyway. 

All right, air. 

OkaJ. 

Yea, air. 
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Septat>er 28, 1942. 

Conference in secretary llorpntbau •• Ofl1ca 
Septelllber 28, 1942 

3•00 P. ll. 

Present • Secretary Worgantbau 
Sir Frederick l'billlpe 
H. D. 'edt& 

secretary lloraentbau told Sir Frederick Phillipe tbat ba bad 
just receind tba check for $9,62),569.17 'lfbich represented tile 
re=ainder of tbe awa due on tbe 'falue of tba planea ld>ich bad been 
taken o.,..r troa tlw Bri tieh pre-Lend.- lAue contrecte , 1he flO 
ldllian 1*31MDt, ld>ich bad been Mda earlier , bad been pert1.al 
peya~nt. '!be SecNt&r:r al.so geft Sir Frederick a COP1 of tbe 
letter the Treuuq bad received frcra General llot,ere with a coP7 
o! tho reloue wb1eh Sir Frederick Phillipe wu to han signed 
and send tc Gene raJ. loleywre' otn.ce. Sir Frederick ••-d nry 
pleased at NceiYing the cheek . 

The Secretary atat&d tbat since this wu an additional pay­
n>ent, it might be appropriate at this ti.ale to check ui> ta aoe 
whether the British recorda were the some u cure with respect 
to the aid which this CoYo,.nt had rendered tc strengthen the 
British dollar poaition . 'l'!le Secretary handed Sir Frederick a 
lotter Which contained the record u we had 1 t of uaistance 
g1 van and usietanea 1n the prceaaa ot negotiation and u ked 

188 

Sir Frederick wbotbar he would not c.,.p&re tbo date w1 tb hie 
recorda and gift 1111 a repl;y ao tna aceurt.e7 ot our n.gures and 
the atatua ot the nnN nlebad nagotia tione. 1 copy ot t.be letter 
1e appeadecl . Sl. r Frederick aaid he would ba glad to do eo. -Sir Fredarielt added that oOM U.. aoon he would like to 
diacuaa ..... poat-'Rl' 80Det&r:r pre~ with secretary llorpnthllll 
and. t.ba secretary atated that be would ba glad to d.o so scea c~q •. 

H. D. llld.ta 
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S.pw.ber 28' 1942, S.Cr.tary Jlorze,.\bu 
e1pecl and b&nd.ecl penoDAl.lJ t.o 
Sir rr..lerlck Phillip• (at )aOO p.a.) 

........ 7 '¢ 

,_ '* ,, ,._ sa s.. ..,..-.u.-
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OIL REFIJJERY PURCHASE (RUSSIA) 

Pro sent : L!r . Vlhl te 
J.!r . Paul 
llr. Cairns 

September 28, 1942 
3:25 p.m. 

H .~ .JR : It is now three twenty-five, and this 
letter was handed to me at three-fifteen. (Letter to 
the Secretary from~ . Ickes, dated September 28, 
copy attached. ) 

I had a conference ~th Paul and Cairns, and Mr. 
Cairns is now going to go back and read this letter 
over the phone to 1!r . Cliff Mack. '!bey •Kill decide 
between them if it is all right to eo ahead and sign 
tho lette~ of intent. 

192 

Now, having signed the letter or intent, do we get 
out a vress statement announcing it? Do I say anythin~ 
about 1t in my four o'clock press conference? '.llat wi.Ll 
I say if I am asked at four o'clock? 

UR. 7/l;ITE: They are liable to relate it to the 
1:1orning' s news. 

ll .~. JR: Yes, but--

un. CAIRNS: If you are asked, I would say ·that the 
letter of intent has been signed. 

Ii . J.! . JR : Then they Ifill 11ant to knoiY 11hat it is, 
and all that. 

You have got f rom now until five minutes of four . 
At five minutes of four if you have any doub~s you had 
better have Cliff ~ck over here . I f there lS any doubt, 
he had better be over here. 

-
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PE'lROLEillo! COORDIUA ron FOR 1/AR 

'.'IASHINGTOrl 

1:y dear Mr. Secret ary: 

19J 

Sep. 28, 1942 

I have your letter of Se:ptember 26 and I note that while 
the Soviet Gover nment PurchaSlng Commission has indicated that 
the processes which it selected are satisfactory to it, you 
re~uest advice as to whether this Office is in accord. 

Our technologists are familiar nith the processes selected 
by the Rhssians. They are the sar.e processe~ that have been 
used successfully on a very laree scale by a number of American 
refineries. I f properly installed and operated, ne see no 
reason why they would not give satisfactOI"/ service to the 
P.ussians, and hence we are in accord with their sel ecti on. 
I repeat, ho1vever, t he statement in my letter of Septenber 18 
to the effect that it has been the polioy of this Office to 
permit the Russians themselve s to determine the particular 
processes and types of equi:pment which they desire, and to go 
no farther than to make av8llable to them full inforlll8 tion in 
aid of their making their own decisions. 

With respect to strategic materials, both processes 
referred to in Mr. Walsh' s letter require approxilll8tely the 
s11111e amount of strategic materials. As for royalt'/ pa7Jllents, 
as I have already indlcated to you in rq let~er of. September" 
18, these are financ ial and legal questions lnvolVlng.botb 
the &J::ount and the necessity of suCh payments which, 1n ?U: 
jud~ent , are matters for you and for the Lend-Lease AdainlS-

tration to decide. 
As concerns your reference to the roco~endation of this 

Office that the services of the Universal 011 Products Company 
be used in connection with the apprni sal of the sec?nd-hand 
plants under consideration, may I point out tha t this recom­
mendation was based upon the fact th~t both plan1tstwere dDubbs 
units u 0 p hnd reviously inspected these p an san was · 
more ~onv~r;~t wi tt th~ir basic aoaieni t and\~ys;r~~ec~~!!~~~~lo 
than any other enetneer1ng concern. r1as. er . 
to expect Universal to do a better and a qUl cker JOb than anyone 

el se. .. 
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\'/e were consid~ring, of course , the technical questions 
and were not informed that Universal bad any creditor status 
in relation to the plants in question, This latter is a feature 
which woul d naturall7 develop in negotiations with Universal 
looking t o an arrangement with them to undertake the appraisal. 
Had these negotiations been our responsibility rather than 
Treasury Procurement's, we would doubtless have developed the 
creditor feature, as you did, and would have provided proper 
protection against the dangers whichit sueee~ts. 

In any appraisal of these particular plants, and especially 
on apPraisal where the time element is of importance, I am 
sure that: the services of the 'Universal Oil Products ' people 
in some appropriate capacity will be found to be of great 
assistance for the reasons that I have mentioned above, even 
thou~ the private interest feature obviously requires the 
provision. of adequate safeguards. 

Sincerely your s, 

(Signed) l~rold L. Ickes 

!!on. Henry J.!orgen thau, Jr ,, 

Secretarr of the Treasury. 

Petroleum Coordinator for ',Var . 

. -
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Conference 1n Secretary llorgenthau•a Qtfice 
Se~ber 28, 1942 

)aJO P. U. 

Presenta Secretery llorgenthau 
llr. Berle, State Departant 
llr. 11h1te 

In JUne 19421 l.!r. Serle h&4 propoeed that the Secretary or the 

Treasury and secretary ot State appe&r betore tbe appropriate COlD-

195 

IIi tteas in Congress 1n eupport of the appande<l B111 which would pro'lide 

that t .he Secretar;r or tbe Treuu.r;r, attar coneultation w1 tb the 
Secretary ot State &1ld witb the approftl ot the Pr .. ident, b...,e the 

anthorl ty to loeD or extan4 credit or giYe other tinencial aid to 
certain GoYerraente 1n a.ounte not to exceed $SO or $100 ailllona. 
(The B1ll wu dratted bJ llr. Serle, and altered bJ lleeere. Fol..,., 
White and B. Bemetain,) 

11r. 'tfb1 te raised tbe Mtter wi tb the Secretary at that ti• and 

tbe Secretar;r etatl<l be had beard nothl.na ot it troa the Preeident 
and that the •tter aboullS reet until the State Dspa.rt.mt niaed 

the question q:ain, 

llr. Serle raiaed tbe queat ion ap1n on SepteJOber 22 and tbe 

Secretary arranged a •eting to diseuse the ""'tter with l.lr. Serle . 
At tba meotin& on Sept. bar 28 , the Secretar;r asked l4r. Serle what 
tbe !Unda were to be ueed tor. l!r. Berle atated that the President 

had procdaed SikorelcJ, the Pn- lol1nioter ot Poland, $12 llillion 
fiNncial aid to acquire &riiS &1ld tor other purposes to help the 
war a1'tort , The President had alrea<ly e;I.YOn $2-1/2 mllion out or 
a spacial fund that be bad. The .t:lmdo were to be opant with tba 

approval ot the llnited States &1'11\Y torcee in IJ:lndon. llr. Sarlo 
thought that part o! tbia 111011ey should be used to reimburSe the 
President•• tund &1ld that the remainder would be employed for other 
aiadlar Calle that lligbt eoon be made on ue bJ other countries, •uch 

u Greece. Tbe Secretar;r replied that be waa not 1n favor ot goin& 

before a Congneoional. eo.ittee to paae eucb a B1ll without laiDWin8 
a great deal 110re about the apecitic pu'posee tor ...Uch the 1lmd wael­
to be epant, He doubted the wiedca o! haYing auch • Fund eade aYai 
able in tba • ..,.r iDIIicated and felt that Congreso would be ~in~ 
cl1ne<l to paae eucb a B1llo The Secretary thought the ~ ... 
110n"7 !or eucb purpooN and tbat DonDY~D'• organiu~ont DMded .,,. 
engq:ed in ed-'l&r actirttiee. He aaid 1t tbe Preei en llo than 

• ~ ..... •-" diJec~ to SeereteiJ' rgen 
11011e1 .or the purpooe, - co..... ..- beard tro• the President 
about it. The SeeretatY &aid thet until be~ t ch 1 B1ll he -.. 
directly that be - ted the SecretarY to eu~ eu ' 
inclined not to pursue the utter any further. 

B. D. llbite 
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,a,e,.aa aovomMnt.e or certain or the united Hat.iono, wbich b)' 

roaaon or t ho aure .. ion or atataa with which tho united 

StatAl 1e at ... r, are tamporariJ.T unable to carry on their 

tunctioM within their territories or a aubotantial part 

thorao£ or ara unable to collect rovonuea therein adequate 

tor tllo conduct of their war o!!orto and tho car¢111 on ot 

Utt1r necessary functions, and may troa t.i.M to t1M not han 

roaoureu o•ail&blo to t.hom in autticiont OJO>I/Jlta tor those 

.-.-··•1 and 
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.oberau tho uninterrupted and o!ficient conduct ot the war ortort.s or 

auch l\Oft~nta ia or tho greatest aportanco to tho ,.r ottort 

or tho Un1 ted States I 

Thoro! ora bo it 

Reaolved bY the S!nate and House ot RQp;:e;,entftivea gr Ute united 

St4tea ot Am!r1ca 1n Consresa aaaembled, That during the preeont ar 

tho Secretary o£ tho Troosury, attar consultation with tho Soorotary 

o£ StatA an<l with the approval. ot tho Preoidont, il horoby authorized, 

on bohal! or tho unite<! Stataa, to loan or extend oro<IU or g1vo other 

financial a14 to aucb 110vo..-nta in -unto not to uuod $100,000, 000 

1n tho ~aata to all aucb sove.-ento at aucb t~ or UJoea and 

upon auch t.erM tond condition. as the Secret&l'J' ot tht rreuury, wl.tb 

tho Oj)prC7Yal or tho President, shall do .. :Ln tho intoroat or tho 

Un1 ted Sta too. 

SEC. 2. 'l'ho secretory or tile Treasury ah&ll tronollit to Colllro•• 

at the end or each nacal year a raport or arransamonta 11111do under tbia 

joint roaolut.ion in auch detail aa be ..Y doe., adv:1a&blo • 

sro. ). 'l'ho authoritY herein g ranted shall bo in addition to an:r 

other authority prortdod by lo•· 
su: . 4. Tbore :10 horob7 outhorizod to bo appropriated, out or any 

aonoy in tho TreUur)' not otborwi•• appropriated, ouch ,_ or """"' not 

to ouood $100,000,000 08 ,q bo noceso&r7 to corry out tho provi.aioDO 

ot tbia joint reaolutiOD· 
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September 28, 1942 
3:55 p.m. 
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OIL REFINERY PURCHASE (Russia) 

Present : lLr. Paul 
Mr. Blough 
Mr. Cairns 
Ur . )lack 
Ia's , Klotz 

YR. PAUL: We have this other letter. 

H.V.JR: Cliff, you have been good. If you go up 
aeainst Harold Ickes an~ win - what a man! 

lin. UA<X: He (Cairns) l3 the fellolf that did it. 

H.U. JR: No, you made the rooord. The record was 
made. 

What do we do? 

KR. KlCl: When he called up this afternoon--

H.M.JR: Who is he? 

KR. Klat: ltr. Cairns - at three-thirty, I guess it 
was - and we had a letter all ready and signed it right 
av:ay--

KR. CAIRNS: Three thirty-three. 

KR. MACK: ••• authorizing the engineer-architect 
to go ahead with the job. 

MR. PAUL: That leaves open the question of what 
they will be paid. It leaves that subject to the 
negotiation. 
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H.M. JR : Let me see if I have this thing riRht. 
At three-thirty - we received a letter at three-?ifteen--

J.IR . !lACK: Authorized them to go ahead--

!I.M.JR: Go ahead with what? 

!JR. KACK : To go ahead with the plans f or the 
construction; and, as the plans develop, the materials 
are brou~ht in; and as they ar e ready to shi p to Russia , 
and so for th . 

11R. CAIRJIS: You did not 3et the ereen liejlt until 
three-fifteen , that i s the main point. 

H.t' . JR: Ch, sure . 

JAR . BLOUGH : At three-thirty you acted. 

MR. PAUL : 'llil'ee thirty-three . (Laughter) 

H.L!. JR: Why did I waste t hree minutes? (Lauejlter) 

1!R. PAUL: '!hat is red t ape here in the Department. 
(Laughter) 
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C)larlee 
Schwarz: 

l!l!Jr: 

S: 

IDIJr: 

S: 

IDIJr: 

S; 

HMJr: 

S: 

IIMJr: 

B: 

HMJr: 

S: 

S: 

HMJr: 

S: 

HKJr: 

S: 

Bepteaber 28, 1942 
5107 p ••• 
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That Dow-Jonee read all right t o me, but the 
United Preae on our financing eaid detaila 
would be made public the fir s t week in October 
i ns t ead or the aeoond, and •••• 

Vall , that ' • tine. 

Yeah. 

Bow about the reatt 

None or thea ao tar ha•e uaad the Ruaeian atorr. 
I iugine they want t o think on that a bit. 

Well , was there a~ybody here trom •P.M.• on tbatt 

I didn't aee a •P.x.• ..aan. 
Oh. Did you talk t o Iokee 1 mant 

Yee, and ••.• 

Did you ••• • 

•• •• they're paeaing the word along. 

You told thaat 

I t old them preoieely, yeah. 

Uh huh. 
And_ and I '• seeing that •p .M. • knows about it. 
Tbey can read our traneoript i t - 1! they 
didn ' t oo•er it. 
Now what about the Lend-Lease Otfioet 
they got o•er tberet 

I'll talk to Mullan. 

Who ha•e 

Mul len 1e the man in that. 

Wall, I'd call him up. 
Right away, yeah. All r1gllt, thank you. 

• 

••• 
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HMJr: 

Operator: 

HMJr: 

Harry 
8oplt1na: 

HMJr: 

8: 

!IIIJr: 

H: 

HMJr : 

H: 

HMJr: 

H: 

I!MJr : 

K: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

R; 

I!MJr : 

Hello. 

Mr. Boplr.ina. 

Hello. 

Hello, BenJ7. 

Bow ere :you! 

Pine. 

September 28, 1942 
5:25 P·•· 

£00 

I don 't lr.now whether you'•e go tten m:r barrage ot 
cor respondence with Iclr.ea. 

Yea, I d1d. I thought Iolr.ee wee trying to put 
:rou on the spot. 

Well, I thought • • • . 

It amused me a 11 ttle bit. 

Well, I eent it to :you because I thought it would •••• 

Yes. 

•••• amuae :you. 

Remembl(j:l.J:.g aometlllng about 1 t . 

What! 

Rem .. bering aomethlng about it. 

Yeah, well •• •• 

(Leughe) 

Yeah, we caught Herold ott-baee. 

Yeah, I'll &a:l• 

And_ .d1d J OU 888 the atutt in P.M.! 

••• 
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R: 

!DIJr: 

H: 

I!I'.Jr: 

R: 

!DIJr: 

R: 

IIMJr: 

R: 

HMJr: 

H: 

HMJr: 

R: 

HKJr: 

B: 

IIMJr: 

B: 

IIMJr : 

H: 

201 
- 2-

Yeah. 

or oourea, he 1a got a lot or bo:ra oYer there thet 
ehouldn1 t be there. 

That'• right. 

And •••• 

I oould name you a oouple or thea. 

Yeah, vall, thie fellow Stone did. 

No. 

But, an:rva:r, the thing ia underva:r and, or course, 
it ahould haYe been done a :rear ago. 

That '• right. Ther e ' • no question about thet. 

And •••• 

They ' ve • •• • 

• • • . it 1 e t oo damn bad. 

That'• right. 

Well, I Juet thought that .... 

Yeah, and I read i t with great 1nteree<. 

• •• • i t aight aauee :rou. 

Yeah, a1l right , HenrJ. 

Olta7. 

8o long. 

.. • • 
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o.ar llal'l'fl 

In ol'llor to ltoop 7ea poato4, I 1a 

u otli.Jii 7011 born1Ul a •m of a, ... t 
recent letter to Barol• L. Iokoo1 wblab 
.., tltl horo4 to llia toaa, at lull p.a. 

!he allallto wo b•r tr• iarolt lobe 
" ,,., preparocl to alp a Lettor ot bt•t. 

Youre alnoorolJ, 

(IJ.cud) Roat7 

lioa-blo Jlan7 L. liP'~•, 

Tilt 1b1 to S.Uo. 

202 

stlll'gia del. ~:05 9/28/42 
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KJ ,.., .... u. 
la ., 1•"• •t ..... " ...... ~ a.alM 

ell ..u, l tell ,.. tM flu..., .. '",...a te 

........ ta-.1 .,...u.u.. ,_, .. - .. -
, ... 1w1 a ~ w .. ...-n te '"' emn fW 

w·•t~ a .. lt. Mo U ...U M ••t Ultt.l w 
• U l •.U -. ... a Ntll_, M .. ,....._ 

(81~:~~&4) !len,., 

...,....,., tM tru sr 

I 1re.Se .. ..,, I. leba, 
htul a oau''•ter ter ... . 
De~t·t .. Ia ..... . ........ , ....... 

II: 1M 
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Septeaber 28, lHI 

Dear lllrrJ• 

At 8al5 P• ••• toial, I ,..olYe4 a latter 
trr. llarol4 loU., oop7 utaoho4 hor .. lth. 

You wlll bo plouoa to b• that at aaaa p.a • 
.. alg~~e4 Lotter of lahe t to co ohoo4 wlth the 
retlnti'J tw tho Ru .. lau. 

Y~ alnoeralJ, 

I Sl.pe4) leiU7 

honorable har'J L. llclpklu, 

'l'ht llbl h a-•. 
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N..,OU~lli\7 NtMIJ' \llaa !l.WSG) Pzooea ¢1e1 W w.l4 ..UU.N 
ban ~ tile erectitor fM\-, u 7ft dU, Ulll ..U llaft ,.._ 
'l'idK pnper ~ ~ tM ....,.. 'llllilla 1' -..ne. 

ID uq 'PPN1Al ef \liNe ,uo\inlar pl.ulte, Ulll MP""117 u 
apprde&l .,..,.. \bt. \~ ~ 1e of , ... rt._, I aa...,.. tba\ U.• 
Hrrioee of \bf. ~Y.-1. 0U Prllhoftel peepl.e ja ·- appi'OJII'ie\e 
.. pui\7 rill ~ toad \o bt. ef .,..., ueiii&AMe for \lie ,..._ 
that I ••• ....,ioaM ollo't'e, n. t-.p \bt. prift\e i.ataren t .. \_ 
obrloul7 Nq1lirM tM )ll'ft1e1oa of Mlqa\e eetep&N.e~ 

SiMeNl¥ J'IMIN. 

~.r.~ 
Mnlea Cool'lt1M\or' for -.r. 

-

a 
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Deer ... 

I • nslrr'• a -. el a 18tW et .... ta 

IHNtuJ l ... wl. •••••' ta .. D do ell 

deal .... a _, el "-~ ... _. et _..,,, ..... 
M n•rl~ ,. ... 

(81 .... 1 llear7 .... ....,., ... " . ., 
......... u I •••• _.. ......... 

=::~ !:== :r .. ::.:·~ ~=-.. 1 .. .. . 

.... w 

Bet II 
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oil 4e&l, I t.14 ,.. tM ,......, .. pn,...a t. 

.... tab flMl .... u.u.. J•' ......... 
ro"l"' a reN '- .. n.-•' w pw otflH tw 

titolale&J. ... lit-... n ...u lie •-' lroelfhl • 

.. lt l .. .u ....... "'lr ., lie .......... 

II IIJhla """ L. kba, . ,. ... 1•• c .... , ••• ,.. .... 
o.,an..' •t ... lawler, 
.............. c. 

BCsoo 
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~qa.ar .... u. 
Ja ., letw ot lett.M• u .. • tiM .... lu 

oU U&l, 1 t.U ,.. tM , .... .., •• , .. ,.. .. til 

.a.r'-b tlMl aoptlats.M Jut u ... u w 

neoh .. • ntll w ew ..... , w ,.. oftloo for 
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M lt 1 01.U bn ._ a "tlJ _, M u,.otot. 
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~--· 11 1111 Jawl••• 
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PETROLEUM COORDINATOR FOR WAR 

WASHINGTON 

Doar ao ""7' 

I b&4 Jut 11pe4 a let\lr to 70'Il vlau 70W'I of lephaller .38 vao 

4ollflrd. I llellne .._, tq l eUer will UIVU' tho quoUoao \b&' 70'll 

...... aolr:d, ll'll\ if .,., I will 'oe cla4 \o hear troa 70'Il apia. 

Boo. Ho111'7 lforceatlaau, Jr. , 
Stcro\&1'7 of t.U !rea0'0.1'7, 
VaohlDctOII, D. 0, 

liacerel7 70UJ'1. • • 
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Sept ..... 18, la42 

o .. r ldt 

!haak 7011 tor 7011r letter ot 

Sept•ber 16th with whhb 7011 eaoloeecl 

a o op7 ot JfiN.r I leNt report 011 the 

etahe ot the Scwlet Ucl Procna u et 

! U(Uit 31 , 1~2. 

I .. Yer7 glacl to ban the la­

fol'lllltlOII o011te1Decl 1a the repert. 

lfiN.I'e 11Doere1J, 

(111 8!114) !tlll7 

Mr. I . I. Stettlnlua, lr., 
.&aiJall tNhl' t 
Ottloe et t..cl-Liale Aa.lnletl'atl•, 
lublllctoa, D. c. 
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SECR 
Cf'f1CE CE J...DOU:A!E AllMJNISm\TION 

f'1VE,.PW1&N 2M nrcu:1 NW. 
w•· LICIC.D.C. 

(.~ ,....Jr. 
ft l I 7 ... , 

Sept.aber 25, 1942 

Tho Honorable Henry lloraenthau 
Seorot.ary ot tbo Treaa1117 
llaeblnCton, D. c. 

Dear Jlr. Seorot&rJ• 

Bororith JOU rill find 10= peraon&l and 
pri ..... to OOPJ Of tbe report OD the atotua Of tbo 
Sorlot Ud Progru, aa of .l"&W't )1, 1942. 

Noodl011 to • :r, you rill rooognl..u tho 
oxtrou 10orocy or tho date conte1ned tblroin. 

Enc1oa~ 

' . 
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STATUS OF THE SOVIE T AID PROGRAM 

DeYelo!!Mnta Durinc .l\!IIU!!t 1942 

1. Durl.ni Augun no convo;ye were diopatclled fro• the u. !C. and 
IcelAnd to north Ruaaia and convoy protection waa lnatituted 
on a portion of tha aoutbern route. Thaae factor a were 
reaponaihle for the- ....U n...,ber of arrivals and 1.ooaeo. 

2 . Subett.ntial quantities of non~f'errou .. tala, cheoUcala and 
uchinery, which bad forMrlJ been ohipped rro. the Eaat 
Cout, were carried rro. the Wut Co&at in Soviet abipa. .• • 

) . Plana ba•e been e.-plated t or the delinr"T na .llaaka ot 
all typaa of aireratt ealled tor by the Second Protocol. 
In earl7 Septeaber 41 planu were at Fairbank• read¥ for 
dellnry. llo dellYeriee bad been uda troa llaoka aecord­
ing to latest inforution. 

Change in Inforution Contained in Report 

A change ia now being lllt.de in the fora ot reporting the 
nailability and exports of •teriall tu confora with the 
Second U. S.S.R. Protoeol. Inforution on thia beoia i a 
not yet anilablo , and atetiatica 011 11leoted al.litar"T 
ite•a oi11T are abow bare111. Detail• on all itau will be 
aulaitted 118xt aonth. 

Off ic e of Lend-Lao aa Admin iatrotlon 

September 24, 1942 

Regraded Unclassified
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SECRET 

VALUE OF EXPORTS TO U.S.S.R . 
CUMULATIVE SI NCE OCTOBER I. 1941 

MilliONS OF OOllARS 1.5oo r 11- 11-,11-,--,r-T-.::.;.-,.--.,--,---.----, 1. 5oo 

I. 2 '50 f-t-+-t-t--t---jf----f--l--1~-1--l--1--1---l-__j 1.2 50 

l.oool--j--t-lr+-t-t-+-+-t-+-l--~-f--1-__.j 1.000 

1941 t 

NUMBER OF SHIPS 
SAILING FOR U .S.S . R . 

MONTHLY 
80 

60 

... 40 

20 

1 •• . ~ . 

1942 

TONNAGE OF MATERIALS EXI>OR:TEI)I I 
TO U.S. S . R . - CUMULATIVE 

MILLIONS OF TONS 

1942 
1941 1 1942 1941 1 
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SECRET 

EXPORTS AND AVAILABILITY OF MATERIALS FOR U.S.S.R. 
CUMULATIVE SINCE OCTOBER 1, 194 1 

BOMBERS 

1942 

MEDIUM TANKS 
.-..--...--.-.--.---.--,.-..--...,---,--, 3,000 

f--t-+--1-+-+--J.-1-t-+--1--J t,OOO 

1942 

ANTI AIRCRAFT GUNS 90mm 

-

...... 
' • • ... , •Pf MOJ Jill! J ul Alit St ., 

1942 

I 00 

t O 

fO 

40 

20 

Oct No• Ooc 
0 

a .. fll ltr • • d• •-•II•Mt ,, 
u.t . u~t•n of ' ''' "''I'" 

PURSUIT PLANES 

r--r--r-,r-r-r-r-,--.-.--t---, • ,ooo 

1942 

LIGHT TANKS 

1942 

TRUCKS 

&.-1-t-+-lto.ooo 

1942 
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SECRET 

AVAILABILITY AND EXPORTS OF SELECTED MILITARY ITEMS 

October I, t941 to Auouet 31, 11142 

- t:q,ortod Zzportod .lrri?Ocl Loot 

It•• J.nUablo to Dur1J11 to to to 
A\11.)1, 1942 .l\ll.1942 .l\11.31, 1942 .l\11. )1,1942 Auc-31,1942 

1'\U"Jui t Planoo 1/ 1,0)0 :!«! 917 296 165 
L1cl>t llool'boro 943 l4l 7)7 J~ il 7) 

l ocli .. liool'borl llO 9 86 72 J 
Obeef""ati.t-:a Plalltl 30 0 )0 19 0 
Llc!>t 1'11\U 1, '105* 240 1,364 S74 m 
l ocli .. 1'11\U 1,SJOI 228 1,:1$) 419 :z$S 
UG!w90- uo 8 12 4 0 

"GuM )7 - 6)'0 0 6) l4 24 

511-~-. 112,043" 30, 900 106,247 .ll,m 10,~ 

81 - Wol"t&rl 30 0 )0 )0 0 

Scout CU. w;)U 964• 208 488 24 . 78 
Jotpl (1/4T 4X4) 1),689 1, 258 7,889 2,92) 1,423 

Ptrtonnti Can"itr• 
(Holt Trtok) 3290 8) 23) 0 7 

fruokt 73,8U.l/ 1,589 )8,972 20, )66 6,871 

toldlftl Truoko ,,. ' 20 0 0 

Pneuaatic Pl oatl ) ,167" 957 ) ,167 0 175 

Field ftltrhontl 80,309" 17,000 80, )09 18,522 9,112 

Fltld Ttl. Uro (o1lu) 475 ,492* S4,876 475,492 180,986 47.~ 

Araor Pltt.o (tone) 9,006 0 7, 547 2, 6S4 2,10) 

Toluol (tono) 20,3450 2, 126 15,)96 J,o96 1,040 

T. w. T. (tono) 21,7790 2,)88 l),l8S ),601 1,607 

lotoN,rolto • 5,000 1,501) ),290 0 0 

P,.l.oo Monro fTrt•toro) 1 ,107 2)) 495 0 59 

Solo L .. Ulor toot) 1S,105 S5) 12, '180 4,Sl7 2:,~ 

~ Scott (1,000 pro.) 2, 308 l)6 1,&19 9lS )J8 

~ Cloth (1,000 ,..s.. ) ) , )11 S87 2,)57 1,100 286 

NoW11 All \OIUI .,.. M tric tool. 

• eo-oa 1teu. Additional. qU~Dtiti .. aftllable but oot nportc<l• 

1/ Oooo not ino1uclo S9 ~t pl&aet .oM eftiltbl.o ...S ._rt.ocl prior to 8N41• 
if Ot thll ...,..,, 40 pJ.anoa .... dinrt.ocl to 8rltlob t or .. , ic 1C7J>t• 
I/ 8u.l1 <!UODtl till 'boiJ>C li•ort.ocl to ollloro. 

• 
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SECRET 

STATEMENT OF SHIPPING TO U.S .S.R. 

At ot AUQUI I 3 1, 1942 

l,_blr ot Shil)l Sd l JJtc 

ror ror ror ... ........ .. ... """' 
~,"' 

hl"tl&a So ... tl't ...,., toiOl 
...1 ... ... , DJ.IC!lo "''' ... ... Gulf Arctic IV ... \ • · 31 ........ _ ... 

... . .., .. - - , u .. - - 1 -
• .... ' 1 - ) 1) 1.1 - - 1 -

.... .. ' - • as 22 - - ' 1 

lY-· 19U 20 - - • .. " - 1 • • 
''"'· 1) • - • " l6 - - ' 1 

""· )1 • - • "' " 
, • ' ' 

..... .. • - .. ,. » .. 1) " -.. , .. .. - ' )1 16 • , • • 
'""' • 11 • ' )l l6 1) - ' • 
lolt • ' 16 12 ,, .. 21 - - 17 

..... .. ' 1 12 36 - ,. - - 1 

fotol 
Oel. l· AIIC · )l 201 " 2) '16 "' 

... 99 
., 4) 4) 

._~ u. 'H., M1.l.l.ac• _.... rna oo\Obn' 1 too A1i11"1'' », 12.1 " " ....,. ..,-~' ... " 11, u ~ ~ru.1.-t~ , 1 _, ::;;u .... "' -.d-. ilhlplo Ia ad41U .. \o tal )S) ...uJ.ac•• """'" ..n J2 I~P" Ml"f'71.aa .... • •\J.III4 P' 1 ,., o\MI' .._\11.•• *10 otn1.t4 a t.o1.&1 ot _,. \11M 60,000 ~ .t ,...u tt~t a • .s.a.t . n- "' ~ 

.. ,.. .... ll7 291 ehl,,., )$ '-riJ!c ...u..4 td_., 9 \.bJ'M UMI .... 1 f ... \S.t . l"' .0 '"' ..U.. U.~ u JM1. _,. ~ r.u ..,.,.., tw u.. v.e.a.t. ta ..a.tiU., • h • ot u. ..... ~ ~ ,...,.U.U eu"'J'M'
1 

-. .. u..o ...., 
'-• ........ ..u A.:lpt '*" liNa ~ 00 U.'lr ......,. ..,..,.. 
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Bep\eaber 28, 1942 

DeAr General Deane: 

In Yiev of \ht a\a\ .. tn\a aade in the pre11 
reg~rding a ten to \hir\etn atllion aan ar.y I aaaaae 
~h~\ the Join\ Staff i1 working on proarua ~hleh haYc 
been projected fiYt, 111 or aeYen ye&ra in the fu\ure. 
I realhe \b"' in al\lr1ftl progrue of tbll type you are 
probably aore 1n\eree\ed tn aea and equtpaen\ \ban the 
dollAr Yaluea iDYOlYed. On \he o\ber band, the Treaa­
ury aua\ b&YI dollar Yaluea in order \o lay out any 
long-tera fi1oal prograa. You appreciate, I u aure, 
\ ha\ the Treasury 1n aappina ita flacal prograal haa 
no ba1i1 for proleo\ing thea into the future beyond 
tbe budge\arJ year. A\ the preeen\ t1ae the only 
fi gure• aYa llable to u1 are \he eatiaat ea of erpendl­
\ urea for the fiacal year end1Nl_~une ,o, 194,. The 
eetla~tea for \be flecal yen.r 1~ will no\ be &Ya11-
able un\11 JftDU&fJ 1, ne1\, and eYen on January 1 ve 
cou ld only projeot our fi«Uree for etrhteen aontha. 

It Itt•• \o ae that lf we are \ o l ay plana 
which would produce the bee\ flacal prograa1, we 
auat coordina\e our effort• wt\b t hoae of the Join\ 
~taft . It ae&na a great deal to \be country aa to 
the type of fiaoal proaru we adopt ~ the aagnitude 
ot your pro1ru bat a YefJ defini\e bearinf on the 
type of pror.ea \bat ve aua\ ~dop\. I eba 1 appre­
cla\e 1\, \ trtfort if you could turnilh ae eattaat•• 
of \be probable dollar expenditure• of ~be v~r and 
NaYJ Dtpsr\ata\1 for the nex\ fi ve, ail or aeYen yeara, 
baaed upoa IDJ proaru \ha\ you baYe in a tnd. I ap­
precia\e tba\ any 1noreaee in prloea would baYI a 
bear1n& on \be•• ee\iaatel, but I belieYI for tbe 
purpoae of \be firet e1\laa\e1 \hiJ would baYe to be 
ignored. Any prtoe tncru eee eubaequenUy ooourrlnl 
c~ be taken into coneidara\ion in future edju•taen\a 
of the ea\iaatea dua to change• in profr&al or for 
other rM eon a. I ehO't ld 111r1 to han hell ed 1•1\tll 

• 
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ehow the periodic tncreaaea that you thtnt atabt \ate 
place becauee of the tncreaatna ailitary forces . I 
appreciate that thta atabt be difficult to do on a 
aonthly baste, but if ti could be done on a quarterly 
baate for the next two calendar yeare and on an annual 
baail thertaf\er, it woul d be •ery helpful to ae. You 
know, of courae, that it will aakt a Yita l difference 
ne t o whether theae expenditure• are aade in \be United 
States or abroad ~d if \heat could be eeparated 1\ 
al ao would be Yery helpful. 

I eugKest t hat \ hie wbole probl .. be diacuaeed 
vi tb Under Secretary Bell before proceeding with the 
eaUaatea. 

~ny inforaatton eupflied ae will, of course, 
be held atrtctly confident al. If I could haYe t heae 
eati•at ea within the next ten daya it wou ld be Yt TJ 
auch apprec iated . 

Very truly youre, 

I fl-r' ) I.J 
+' ... \. 

Secret8ZJ of the Treasury. 

Br ta . General .Johll R. Deane 
Secretary, .Joint Chief• of Sta~ 
liar Deparuent 
Waabin,ton, D. 0. 

DWB: ev 

- ~ 
.. 1 - ,..,,..)~-
' ' 

.. 
• • 

Regraded Unclassified



TO 

TREASURY DEPARTMENT 

INTI:It CWFICI: COMMUNICATION 

219 
39974 

DAft 

Secretary Korgenthau Sept• ber 28, 1942 

••oM oavis L. Baker, Jr . 

Reeonmondationa tor Treaaury Fin&nc1na, October 1942 

1. Treaoury Bille 

2. 

InereMe weekly orterlng to $450 111ll1on on October 21 , wban the 
oaturit.y steps up to $.)50 adllion. 'lhia wU1 proYida $40() lli.llion 1n new 
!OOnoy in Octobor, or nco lli1lion •ore than the present acbedu1e . 

) . Treaaury Bonds 
Announce on October 5 an o!tarlng oft 

;11., 250 adllion 
2 , 500 ad1lion 

:JJ ,?50 adllion 

1 J/ 4f. bonde d11e 
2 l/ 4f. bonds of 

J/15/48 
9/15/55-58 

Th1o, pllla nonoal over-all otment and the new 1110ney !fOIO Treaaury 
Oilb, above, uhould provide the $4 1000 adllion required. There appeara to 
be oonsiderable d....,.d tor a 2 l/4'(. bond, i .n which e&t<liory there boa been 
no new issue aince february, 1942, and I think the market 1a in adequate 
shape to talc& the a...Ue r &~~<Not of the 1 J/4f, bond, With an attractin 
short bond avail.able, cc.mercial bank• llhollld oa less likezy to shitt. froa 
outst.andin& 2ll iawes to the n- 2 l/4'/o bond, aapecullyin Yisw ot the t<tra 
to cell data ot appro:d.llately 1.) yeara of the latter. 

Thia proaraa would make pouible a No~taber financing ot 2:' 
bonds and 2 l/2:' tqp bonds . De!eraent until NovMber of theso two o!terin&s 
appeara adYiaablo in n - ot the relatinly liaht ea ah position o! the ll&jor 
inouranee ooapaniea at preaant and tbe tact tbet a 2'/o bond would neceaaarilf 
be priced very eloee t o the market . 

The Shorte s t aection ot t he market haa juat been t<tpped and tacaa 
another orterlng of cert1!1cateo in October, a1tho\lllh the refUnding nature 
of thie operation raducea i to affect, so I believe it Should not be ueed 
tor the main financing in October • 

• 

• •• 
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TREASURY DEPA RTMENT 

INTEit OFFICE C OMMU N ICATION 

DAn 

TO Secretar,y Wor,entb&u Sept.aber 28, 19~ 

,It OM D&via L. Bal<er, Jr. 

Pooaibl.e New Ieauea , elated Ootober 1S, 1942 

Treaaurx Bonde 

~ .lpprox. r ... Due Date .!!!1!! ltarket Price Pr.ia 
••• 

l J/14 S yn. 2 aoa. 12/ 15/ 47 1.68 100 11/.32 11/32 
1.72 100 S/ 32 S/ 32 

s yn. S aoa. 3/ 15/ 48 1.?0 100 8/.32 8/ J2 
1.74 100 2/ .32 2/ 32 

2 ~ 7 yra. S aos.- 3/15/50-52 2 .00 100 ~-
9 yra. S •o•. 

21/8% 8 yra,-10 yra. 10/15/S0- 52 2.06 100 15/32 15/32 
2. 10 100 6/.32 6/.32 

8 yra. 2 moa . - 12/15/S0-52 2.08 100 U/.32 11/32 
10 'JTI, 2 11101 , 2.12 100 2/32 2/32 

2 l/4'{. 12 yra.-15 yra. 10/15/54-57 2.21 100 JJ/ .32 13/ 32 
2 . 23 100 6/ 32 6/ 32 

13 11'1, -16 'JTI, 10/ 15/ 55-58 2.2.3 100 7/32 7/32 
2 .25 100 ..().. 
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TO 

!.Irs . lfolldnd 
1o1r . Sande lin 
llr . T1 ck ton 
li!r . Lindow 
lolr. l!urphy 
llr . Haas 

Y DEPARTMENT 

1: COI04UNICAT10N 

Seore~nthau 
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DATa September 28, 
1942 

Subject: 

Jll'.~. 

October Plnanoing 

(1) 

(2) 

(J) 

(4) 

'l'he reopening ot the 2-1/2 1 • ot 1962-67 would be 
hta'Yil;r dependent upon inauranoa oompan:y eubaorip­
tione. It ie euggeeted, therefore, tb&t auob 
reopening be deterred until inauranoe oompan:y 
tund8 ban bad a further opportUn1 t:r to aooiUIIUlate. 

It h eugg88ted that the financing oonaht ot 
t2 billion• ot 1 peroent not88 of Deoelllber 15, 
1943, and t2 billions ot 2 percent bonde of 
March 15, 195o-52. 11h1le a 2-1/4 percent bond 
el1g1ble tor purchase b;y ooiDIIlero1al banks offered 
at tb1a time would be exoeed1ngl;y popular, it 1e 
not belieYed that it would tit in well w1 th a 
long-range plan t or that portion ot t he financing 
wb1oh auet be done through oommeroi&l banks. 

It ia auggeeted that the 1 percent notea ahould 
be open tor onl:r two da;ra , and the 2 percent 
bondl tor the aue period tor banke but a wllole 
wee It tor nonbaDJUng aubaoribera. 8ubaor1pt1ona 
trom nonbanlting eubacribera and aubeor1ptiona up 
to 125,000 troa banlte ahould be allotted in full 
for both iaauee. 

It ia auggeeted that a 111111 ted aelllng campaign 
directed to large-aoale inYeatora be oonduoted, 
eepeoiall;y in oonneotion with the 2 percent bonds. 
Such a O&llpalgn would not reault in an7 material 
inorean in individual aa'Ying, but would help 
alow down the ri .. in bank depoaita . 

• 1 " '-''1> _ t.N-c.. t ~ , I 7 

- I" f c-S" t'lc ,c,......t. I ), 1 
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aeoretar:r Xorgenthau - 2 

A $4 b1ll1on -Jor tlnanoing operati on during October 
1s indicated b;r the cash requ1r•ent eet~tee. the prinoi- ( 
pal quutione v hioh ee• to be presented i n connection with 
this tinanoing are ae tollove: 

(l) Should the 2-l/2 ' • or 1962-67 be reopenedt 

(2) What market i eeuee should be otteredt 

(3) Should there be an;r changes in the trad1 tionaJ. 
aethode ot ottering aarket eeouritiest 

(4) Should there be a eelling campaign? 

I. Sbould the 2-1/2 1 a or 1962-67 Be Reopenedt 

When the 2- l/2's ot 1962-67 vera tirst ottered in May, 
73 percent ot all sales (exclusive or those to Government 
agencies and t rust tunda) were to insurance ccmpan1ee. When 
the 1seue vae reopened in August, 69 per cent or such sales 
were t o i nsurance companies. Bal.ee to individuals and trust 
accounts amounted to onl:r 6 percent on the t1rst offering 
and 5 percent on the second . It i s clear therefore, t hat 
While every e ttort should be made to develop other markets - ­
po.rtioularl:r that among ind1vidu.al.e -- a reopening ot the 
2- 1/2 ' e at thh tiae would s till depend beav1l:r upon in­
sura nce oompan;r participation t or 1te euooeae. 

Total cash reeouroee or 36 l&rfe l i .te insurance oo~iee 
holding 82 percent or the t o tal ada tted aseeta or all legal 
resene lite i neuranoe oompaniee 1n the United Btatee uounted 
on Auguet 31 to t574 ailli ons. 'l'hie 18 a decline or el1ghtl7 
acre t han $}00 aillione tor the aonth ot J.uguat , and ia the 
lowest cash balance reported b7 these ooapaniee 81nce Ja nuar:r 
1935· . 

Three aontba elapsed between the l(ay and August otteringe 
ot the 2-1/2'•· A reopening in October would be a t ter a lapse 
ot onl:r two a ontbe. The total aoo1111ulation ot cash available 
tor inves tment in Governaent eeour1t1e a by all ineuranoe oo-. 
pan1ee 1n the United States 18 about $150 a1ll1one a aonth. 
It would aeea reasonable to allow thie cash to a oouaulate tor 
about three a onths between reopeniqge or t he 2-1/2 ' •· It ie 
suggested, therefore , that the 2- l/Z ' e should not be reopened 
in October . 
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I I . What Market Iesuee Should Be Offered? 

Tb.e following tabla present. a sample of wbat can be 
dona at the present time in eaoh of the principal maturi t1 aeotore of the market, axoapt tboaa util1~ed in t he Septem­
ber 1'1nanoing. '!'he ind1oatad praJIUums and maturities are, 
ot oourae, approximate. 

Estimated Probable 
neld Bae1a• Price 

(Percent) 
1 E:rcent nota due 

camber 15, 191j.3 
100-2/32 ( 1 rear, 2 montha) ·95 1-1/g paroent note due 

June 15, 19lj.lj. 
100-1/32 ( 1 ;rear, g monthe) 1.10 

1-1/2 percent nota due 
December 15, 1946 (reopening) 

1.1j.g 100-J/32 (lj. years, 2 months) 
1-)flj. percent bond due 

December 15, 191j.7-49 
(5 years, 2 month•-

1. 72 100-5/32 7 rears , 2 monthe) 
2 percent bond due 

March 15, 1950-52 
(7 years, 5 month•-

1. 99 100-2/32 9 years, 5 monthe) 
2-1/lj. percent bond due 

Sa~tember 15, 1951j.-57 
(1 yeara, 11 montha-

2.23 100-7/32 14 reara, 11 montbe) 

• Baaed on closing bid prices, Sept ember 26, 191j.2 

It ia suggested tbat the 14 b1ll1ona of financing be 
divided equal1r between the 1 percent note and the 2 per­
cant bond listed in the preceding table. 

22J 

The principal oonaiderationa wh1cb haV!8b~~~1~:!~n into 
account in arriving at this conclusion are 
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(1) 'l'be aTerage rate of interest on the program Just 
auggested would be 1.50 percent. 

'I'll• distribution of eubeor1ptions for the laet three 
oert1t1oatu of 1ndebtedneu, the 1-ljll. percent note 1eeued 
1n Septeaber, and the laet two 2 percent bonde (oeapr181ng 
all aajor new- aoneT offering• of tul.lT negotiable 8ecur1t1n 
a1noe the t1ret opening of the 1 tap 1 1aeue in Xa7) hae been 
approximatelT as followe: 

Last 
, three . 
:certif1oatea• : . . 

1-1/~ 
percent 

note• 

Last tve 
2 percent 

bcnde 

(Percent of total eubeoripti ona) 

Commercial banks 
Mtttual eav1n.ga banlte 
I nattranoe oompan1ee 
Other corporations 
Indivi dtl&ls and true te 
Deal ere 
All ot hers 

• Piguree partlT eet1aated 

76 
1 
~ 

10 
l 
7 
l 

72 
2 
2 

t 
10 

1 

~ 
6 
7 
7 
7 

~ 

If subsoriptione b7 oommeroial banlte to the 2 percent 
bonds should be iO. the eame proportion ae in the pre'liOtle 
otteringa ot auoh eeour1tiea, and eubeor1pti one t o the l per­
cent notee in the same proportion ae t hoee tor the l - l/4 
percent notes offered in Septeaber, the aTerage rate of inter­
eat tor the aone7 borrowed froa oommero1al banlte would be 
1.~7 percent; and tor that borrowed trom 1nnetora otber 
tha.n oommero1al banke, 1. 56 percent. 'l'h1e epread 1e not 
l arge enollgh, but •••• to be as large ae ie practicable 
to obta1.n on the pre11nt otter1, . !!he onr-all epread 1s, 
qt oourae greatll vide[led when ha rate• on other ucur1t1ee 
(bi lle &iiA cert1t oatu) 1old t o co-ero1al banke aDd on the ) 
other eeour1t1ea ea'linge bonde, tax notee, and •tap• 1awee 
sold to other i nTestore are taken into a cooWit. 

• • • 
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(2) J. 2-1/4 peroent boll4 1111»uld 'CUI401lbh417 h uU..e17 
popular at the pr .. ent Uae. Mere tban ~ ot lllloh an iuu 
would be abeorbe4 b7 oo•eroial ballke, howenr; aDd 2-1/4 
peroent h bel1en4 w be too h1gb a rau to PAT on 110ner 
obta1ned troa th1e eoiU'oe. 

The eue arguaent aight, ot ooar .. , be ra1ee4 - aUhoagh 
with leae toroe - apinat the in'll&lloe at th1e Uae ot a 2 
peroent bolld a·,·a1.lable ter oomaero1al. ballke. Ult1aatelT, 
thie arguaent ~ be per auaei••· ae 2 peroent aar pro•• wo 
high a rate to par tor oo-ero1al. baDk a oneT tor the 10DS•raA 
finanoing ot the war. 

The pre .. nt Uae ee•e ~o eu'17, howe•er, to etop tbe 
ieeuanoe of 2 peroent eeouritiee to ballke. One indication 
of thie ie tbe etat•ent ot e&l'lliJige tor all national ballke 
for the tiret halt ot 1942, re1eaee4 1aet Pr14&7 b7 the Ooap. 
t roller ' • ot tioe. 'l'h1e etat•ent ehowa tbat national bank 
earninge were dollll ll1ghtl7 tor the tiret ba1t of 194-2, ae 
coapare4 With tba oor r.epoii41D& period ot 1941, 4ue pr81ua­
ab1T to a ran-eft in h1gb-intereet l oa 111 and en inorea" 1D 
expeneee aD4 tuee, not ta117 ottaet bT a11 inore&ll in i n­
terut on Oo\'eraaent "oarit1ee. larDing• in the t1ret halt 
of 19112 (at1;er tax., aDd all oharge-ofte} were at an annllal 
rate ot 6.12 peroent on oapi~ tllnde, howe•er. 

(3) n h reoogniae4 that the euggeete4 prograa would 
reeul t in a hea., oonoentrat1on ot aat~~rit1ea, part1oular17 
1n t he 2 peroent area. !hie ie ine•1tab1e, bowenr, an4 

ehoul4 not be a oau" tor gra•e oonoern it the b&DkiDS qet• 
1e nbJeot w a4eql&ate oontrole. n ehould be noted i n thie 
oonneouon that the British han been bai.ldiq IQ) tor , ... 
reare an n:true1r bea., oonoentration ot 2-1/2 percent bonde 
vhioh oooupr approx1aate17 the eaae polit1on 1n 1:1le1r •pattern 
ot ratee• ae 2 peroent bolide do in the 1 paUel'D ot ratee• here • 

• 
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III. Should There Be Anl Cb&ngn in the 'lrad1 UoD&l 
Metbodl of Offering Market Beouritieet 

22o 

In our memorandulll in oonneoUon with the September fi­
nanning, nerta1n 1 teohn1oal innovations• in the manner of 
offering market securities were Jugge•ted. The purpoae of 
these innovations wae to put the offering or market eeouri­
t1ee on euoh a bade that some preeeure could be applied to 
their sale to nonbanlting invutore. This waa proposed to be 
done by rurn11h1ng the two ind1epeneable rectu1sitee for auoh 
]reaeure -- (1) Ume for salesmen to work, and (2) 100 percent 
allotment. None of theee 1 innovatione1 was adopted last month 
because or the oharaoter of the financing you final17 decided 

_ upon. It 11 believed that 110at of them ebould again be given 
considerati on on the present oooaeion, however. 

One of the 1 innovat1one1 euggeeted laat month was that 
only the total aaount to be raised by eaoh financing should 
be fixed, and that the amount of eaoh i88ue abould be deter­
mined by the proportion of subscription• among them. However, 
it appear• now that th1a procedure ma7 be incompatible w1 th 
the ultimate objective of the Treaaur~in the event of a long 
war, of determ1n1ng. itaelf the proportion of ita total aeour­
itiea wbioh it will issue in eaoh intereet bracket and the 
average rate wbioh it will pay to eaoh olaaa of investor. 

The remaining •innovations• auggested last month are 
believed to be applicable to one or both of the iaauea sug­
gested for this month, as follows: 

(1) 

(2) 

It is suggested that the aubaoriptiona for 
the 1 percent notes abould be open tor only 
two d&7s, but that eubaoriptiona from non­
banking 1nveatore and eubaoriptiona up to 
125,000 trom banks abould be allotted in 
full. 

It ia auggeeted that eubaoriptiona tor the 
2 peroent bonde abould be open tor onl7 ~1 days to banks but abould be open tor a 
week to nonba~ing subscribers. 8ubsorit­
tiona trom nonbanking aubeoribera and ·~d 
aoriptiona up to 125,000 trom bank• abo t 
be allotted in full, aa in the oaee of he 
1 percent not••· 
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If the financing were oarriad out along the Unaa aug­
ges ted &boTe, the Viotory Fund Oolllllitteaa would be able, in 
the case of both ieauea, to offer their ouetomara firm mer­
ohandiee, rather than an unoartain prospeot ot allotment; 
and, in the oaae ot the 2 percent bonds, would haTe a week 
in which to work. 1'he approximate &liiOunt ot bank aubeorip­
t1ons to the 2 peroent bonda might be announced aa aoon ae 
possible attar the ieeue was closed tor bank subscriptions. 

The element in the &boTe auggeetione moat llkely to 
meet with oppoaition it the propoaal to olosa aubacriptions 
t o banks ahead ot those to the general publlo. The reason 
tor the auggaation ia, ot courae, to insure the success ot 
t he issue while it 11 atill open to the general publlo. It 
t he books are kept open tor bank subaoriptiona tor t he whole 
period, banks are Ukely to delay their subscriptions until 
t he last day, thereby resulting in an unfavorable atmosphere 
in which to sell seouri tiee to nonbanldng investors. 

The main argument& againet an early closing ot bank al.b­
scriptiona are (1) that it is 1 untair1 to the banks -- i:a., 
that they should be g1 van as much of a •run tor their money• 
as anyone alee, and {2) that it ie ditti oult tor banks to 
determine the amount ot their subscriptions until they know 
t he amount ot the subscriptions ot their customers, and henoe 

ot the probable drain on their reserves. 

The first ot theae objeotione o&n be aat it the baall:a 
realize that the role whioh they are asked to play in the 
financing is part of their patriotic duty -- as the reat of 
the financial community and nonbanll:ing inTaatore generally 
look to thea tor leadarahip. The aeoond obJection baa aoaa 
merit, but ih illportanoe h a1n1aized by the abil1ty of any 
aaaber bank it it abould tind iteelt oTerloaded, to aall 
aeouritiu to J'ederal. It abould be noted that the eeoond 
obJection would not exht at all 1t an adequate eupply ot 

exoaee reaer.aa were &T&ilabla. 
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IV. Sbould There Be a Selling 0Up&1snt 

It ia euggeated that there ahould be a ll111 tad selling 
campaign, conducted b7 t h e Viotor7 FUnd Ooamittees, tor the 
October financing, particularl7 in connection with the 2 per­
cent bonds. The cbangea in offering procedure diacuased in 
the preceding section would make auch a oampaign technioall7 
feasible . 

The selling campaign here contemplated would not be ot 
a 1 popular1 character, inTading the field ot aaT1nga bonde, 
but would be confined to large-scale 1nveatore. Such a cu­
pa1gn, ot course, could not be expected to reault 1n an7 
material increase in current aav1nge or deoreaae in current 
coneumpt1on. It would be directed meral7 to eecurin~ the 
i nvestment ot a part ot the large current volume ct idle 
tunde1 in 0o'9'arnment eecuri t1ee, and ao to elowing down the 
1noreaee in bank depoeite - - an obJectiTa which is worth 
while in 1tselt, although ot much leu importance than that 
ct sti mulating new indiVidual savings. 

• • • 
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Do to 

1942 
1 
2 

~ 
5 

8 
9 

10 
11 
12 

14 
15 
16 
17 
lS 
19 

21 
22 

~' 25 
26 

Co11Par1oo11 ot lept•'ber ealoo to 4ah with oalu 4urill& tho 
oaae llWI'bor ot 'buol11ooo d.qo in A>Jcuet llld Jul;r 191!2 

(J.t i oou. price ill thouullclo ot dolloro) 

8ophm'bor .&.ucuot 

$ 11,6~ • 11,6}4 $ 14,044 * 15.~1 
14,7 26,}81 }6,222 ~.701 
1S,~ 44,687 ~.797 7.52} 
17 ,SO 62,491 }, 785 77.}20 
19,166 81,657 86,789 95.o44 

49,4oO 1~,057 111.748 116,64} 
1},295 1 .352 128,176 1l9.390 
16,430 16o, 781 154.981 1 4,161 

19.57' 180,}54 164,866 18},2}8 
9.58 189.938 180,7117 209.787 

35 .544 225,482 197.143 225,532 
10,717 2}6,199 215,~3 243.938 
21 ,855 258,054 22,, 1 261,766 
17,621 275.675 25 ,163 284,111 
16,476 292,151 263.900 296.344 
10,)84 }02,535 281,550 }27.712 

4o,~ }42,980 297,075 339.951 
9.71 }52 ,694 313,101 358,135 

20,}52 37J,o46 }22,982 376.396 

27,~5 4oo, l22 35}.5o4 ~,9811 
12, II 412,1190 367.195 .679 
22,2}0 11}11, 720 J83,J03 4}8,256 

ot 
O!v!o!oo ot Ruoorch and Statiotico, 

CONFIDENTIAL 
229 

82.-
72.8 
88.0 
98.0 
94.1 

117 .} 
112.6 
103.7 
109.4 
105.1 

114.4 
109.4 
114.4 
108.5 
110.7 
107.5 

115.5 
112.6 
115.5 
11}.2 
112.3 
11}.4 

All ti~oo ar o dopoo!to with tho ~roaouror of t ho United Stoteo on accoUilt 
of proceedo ot oalot of United Statoo oavtnc• 'bondo, 

B~te : Ptcuret have 'boon roullclod to ooareot thcuoand and will not ooceooer11¥ add 

to totah, 
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11JlfiD S'UnS SJ.VIIOS llOJIDS - SDlES 1 AJil) O COKJIIDD £'30 

Coorpuhon ot Sept•b•r oaloa \o date vith oaloa durinc the 
au a nwober ot buaineao 4117• 1D Aucv.ot and J uly 1942 

(At laaue pr ice 1D thouaanda ot do11ara) 

Sopten~bar I Cumulative •&1•• by buaineao dAfO 
D• te 4A1l)' September : AU6UOt I July Septe11ber ae 

1942 
l $ 7.528 $ 7,528 • 12,222 • 12,59l 61 . 6~ 
2 9,811 17,:U9 28,810 21,~ 6o.2 
3 9.397 26,73~ 41,258 ~2, 1 64.8 
b 10,678 37.41 54,105 9.~5 69.2 
5 10,713 48,127 71,552 62, 1 67.3 

s 18,550 66,678 84,777 84,413 78.7 
9 6,072 72,749 92.566 101, ~85 78.6 

10 6.279 79.029 lo6,782 124,568 74.0 
ll 7.2~ 86,26} 112,171 141,618 76.9 
12 4,3 90,6o6 120,974 162,232 74.9 

14 1~ , 347 103.952 127.375 176.590 81.6 
15 .915 108,867 1G1 .119 191.991 79.4 
16 12.776 121 ,6113 1 o,G72 205 ,8~3 86. 7 
17 9.917 131.560 153. 96 221 ,1 7 85.7 
18 6.334 1}7.893 158.309 230,842 87.1 
19 3.361 141,255 168,415 252.731 83.9 

21 15,820 157,075 176,681 262,178 88.9 
22 5.653 162,728 182,842 278,505 89.0 
23 12,~ 175,687 186,207 :!93.679 94.4 
24 14, 190,132 196.715 JOS ,077 g6.7 

25 5.799 195,931 202,690 316,893 96. 7 
26 9,108 205 .031S 211,968 338,137 96.7 

ot 
s1on o! ReRt&rcb ADd Stat1•t1c•. 

All ticurao are depoaito with the Treaaurer ot tho Unitod Statea on account 
o! procoodo ot oa1ea ot United Statea oavlnc• bonda , 
Yiguroa hava boon rounded to nesroat thouaand end v111 not neeoooarlly add 
to totala . 
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un!ID suns aunros BOlDS _ !O!.U. 

CoiiJ)&rioon ot S.p~oaber oaloo to da~o v1 th oal u dur 1J1C tho 
'""'' nUJibor ot bu.ineu cia¥• In ,Aucutt and July 1942 

(At 1ooue prleo in thouoando ot dollaro) 

Date Sop tomb or AU«!ll~ 

? 
3 
~ 

5 

g 

9 
10 
ll 
12 

14 
15 
16 
17 
18 
19 

21 
22 
2) 
24 
25 
26 

lote : 

19~2 
• 19,162 • 19,162 • 26,267 • 28,418 73-~ 

24,558 43. 720 65,032 52,687 67.2 
27.702 71,422 92.055 79.964 77.6 
28,482 99.904 117,890 126,495 84.7 
29 .880 129,7114 158,341 157.6o5 82.0 

67.950 197.734 196.524 201,056 100.6 
19.367 217,101 220,742 24o,974 98,4 
22,709 239.810 261,763 288,729 91.6 
?6,807 266,617 277,037 324,856 96.2 
13.926 280,544 )01,761 372,020 9J.O 

48,890 329.434 324. 518 4o2,122 101.5 
1a.632 345.066 353.022 435.929 97.7 
3 ,631 J79,697 365,852 467.599 103.8 
27.538 4o7.~5 4o7,659 505,25l 99-9 
22,809 ~· 4 

422,209 527,18 101.9 
13.745 3. 71l9 449.965 580.443 98.6 

56.266 500,055 47), 7~6 6o2,129 105.6 
15.366 515,422 495.9 3 636,64o lOJ. ~ 

~3 .}11 548.73, 509. 189 670,075 107.11 
1,521 590.25 550,219 703.o62 107.3 

18,167 6os,421 569,885 722.572 l o6,8 

31,JJ8 639 ,7511 595.271 776.393 107.5 

All tlcureo are depoo1to v1tb tho 'l'roaourer or t ho United St~tteo on account 
or prooaodo or oa1oo or United Statoo oavinc• bondo . 
Ficur•o have boon rounded to nearoot thouoand and will not noceaoarll7 ftdd 
to totalo. 
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1a1 .. of 'D'alW "•"• ~~ .... 
h!>t•'ber 1 \lll'o1!P lep'-lllr· 26 , 19112 

Coii))UI4 vi\h oaloo qouta for •- porlo4 
(4\ 1oouo prloa 1a a1111oRo of 4o11aro) 

DaU I 
Da11T Dail.T 

1 • .7.5 lOS. • 1~.2 • 19.2 
2 14.7 ·5 9.8 1o4.2 2 .6 4}.7 
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TREASURY DEPARTMENT 

WASHINGTON 

!lr. Seorete.rr: 

The question of the taxe.bilitf, tor purpoees of the 

Federe.l income tax, ot the "monthlf tamil7 allowance• 

payable under the Servicemen's Dependents Allowance Act 

ot 1942, Which is pa7able to the dependents of certain 

enlisted members of the armed for ces of the United States, 

has been considered b7 the Bureau of Internal Revenue. 

The 111ount of the allowance oonalata ot a portion 

chargee.ble against the serviceman's paf and an added aum 

contributed b7 the Government. The amount chargeable to the 

serviceman i s fixed but the Government's contribution is 

variable according to the class and/or number of the dependent•. 

It 1a held bf the Bureau that the 111ount ot the allow-

anoe .bioh i s a charge against the serviceaan's par is in 

effect an assigument thereof to hie dependents and ia, there­

fore, to be inclnded in hie groea income to the 1ame extent 

aa it pe.id directlf to him and b7 him paid over to hi• de-

pendente. The amounts of euoh aeaignmenta are tax tree to { 

the e.aaigneea. The amount of the Government's contribution 

to the aervloeaan'a "monthlT taail7 allowanoew ia 1n the 

nature of a gift and is not taxable either t o the eervice-

man or to hie dependents. 

• 
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J.!r, Secretarr. 

It is further helcl by the Bureau that although the 

charges made againat the enliated man' a par under the Act 

are not t axable to the aaaigneea, that oonoluaion ehould not 

be interpre ted aa affecting the income tax liability of a 

wife upon that portion of her hueband'e income lh ich veste 

in her under oODimU!lity property laws. Thus, in a eoiiiiiiUIIity 

propertr State, a wite will r ema.in liable tor the income tu ••• 

upon her entire portion of her husband' 1 income, but will 

not incur turther income tax liabilit7 b7 Tirtue of receiv­

ing the allotaent in question. 

Amounts deducted from the p-r of a member of the armed 

forces of the United States under the provisions ot the 

SerTicemen's Dependents Allowance Act of 1942, and paid to 

or for the benefit of a peison lhoa the eerviceman is legall7 

obligated to aupport , are not subject to the gitt tax. It 

such an aaaignaent does not discharge ~legal obligation of -
the aervloeaan, lt .uat be reported for gift tax purpoaea, 

provided the aaounta so allotted together with other gifte 

(except gifts in truat or of tuture interests in property), 

made by hla to anr one person during the oa.lenda.r rea.r, 

exceed a tota.l of $4,000.00. The .. ount of the Government'• 

contr ibution i e not eubject to the gift tax. In the ca.ae 
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llr. Secretarr. 

ot a Toluntarr allotment which i a later to be returned to 

the aerTioeman who maiea the allotment, the allottee 

will be regarded aa an agent or ouatodian and no gift ia 

involnd. 

bsiatant Secretaey o! the Treasuey 
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TREASURY DEPARTMENT 
23b 

INTER O....X:E COMMUNICATION 

DAft 

to Secretary Morgenthau September ~8, 1942 

'"o" Randolph Paul F 
I have just t alked with Paul McNutt and read 

him t he draft of what you plan to aa.y about the 
Vandenberg amendment at your press conference tbi.s 
afternoon, He said he was in hearty accord and bad 
no suggestions and that he would be happy indeed to 
back you up. He brought up the question of action 
by the President. I passed on your suggestion that 
he (WcNutt) call a meeting, including Secretary 
Perkins. He said he would turn that matter over to 
Altmeyer who would call a meeting in t he next day 
or two, 

Attached for the press conference is the sug­
gested statement as revised by Mr. Kuhn. 

ltf 
Herb Gaston approves on the JI'Ound that th~ 

present Social Security system helps in the antl­
inflationary pictu.re. He doss not like our Social 
Security schema; thinks it is unsound and that we 
made an unfortunate surrender a coupl e of years ago . 

Enclosure 
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• 
Pu-ce ol tM Y•.t='"""& • > at weull l..,..alM 

the pi'OCI'• ter fla•vlRC OU Ace -'l &wnwwa• IUUI'I.IlM. 

Solllld tliiAMlJIC Nqull'" that Soelal Socnar1t7 oontrllnlti .. 

~ oolleote4 at the Hbeiule4 l..,.la, el'pM1all7 clvlJIC 

a per iod ol "..,7 hilh b-• ana ..,lor-t noh u thla. 

Pa .. •&• ot the t woula &lao Nquil'e .u.tuUal 

adjuatMnt ill the O.nrwt•a pleu tor _,. fl•u"'l• 

It woula, ill etfeot, ru1101 the tlGw ot aaU-1Dtlat1_.., 

f\11141 iato the fi'IUW7 '117 Mer u 1/1 bUll-. 

1-f..,.thJ.JtC that we lian vgo4 a plalm" ill tbe tJ.pt 

agaillat tbe rlalJI& ooat of 11Y1ac bu boell pro41oato4 upoll 

the ua-.uoa that Soelal SocnarltJ &Oiltr1but10ill mula 

riae Oil Ja...., 1, 1IKI to the ll .. atho4ulll ac1c11q l$ to 

the OOiltl'lntlou at OllplOJHI m4 1$ to tbeH ot eap1e~r•• 

!be AAiallllltntiOD'I reoori oil Soelal S11urlt7 bu 

be• 11 .. _. -'•tat. Lut J.-:q the PNiiclnt nb­

llittoa a lllllpt 'llaae4 Oil tha u~t1111 that tha aeJie!hal" 

rate 1...--a 1a So1l•l Secnarlt7 1111trllnltl .. woulc! P 

illto etfeot • J•_, 1, ~. &114 that ill aclc11t1a. 

$1! 'bllllOD ill ... aoatrl'butlou wul4 be ral•ec! fer aa 
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.zpua .. Sotial Seeurlt, ,...,.... 

lD rq appeuou• w- \he ....... ..,. ....... 

c-itt .. Oil lfllreh IN. 1 HI 'N Ia npualoa of 

the Sotlal S.o\11'1 tJ P"P'• alOII( the .... 11Mt, aa4 

I repeatt4 t hll Ptl ..aatloa la rq lettv to the 

CCU'Ii ttee OD )fq 6\b. 

I 1tr~ hope that the Seaate l t.ll• c-lttee 

11111 rnvM lte tatatl~ apputll ot the Y•""""' 

••na..nt, be-N the pu~age of that ••'b at wul4 

w e olll' WII'U.. talk at the fHu111'7 haraao thaD ner, 

238 
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Sept.aber 28, 1942 

Passage of the Vandenberg amendment would jeopardize 

the program for financing 014 .lge and Suni'for:a' I11.1urance . 

Sound financing requires that Social Security contributions 

be collected at the scheduled levela, especially during 

a period of very high incomes and employment such as this. 
iJO. • .J.,. l.wy 

Passage of th'A &JUndllent would also requlre substantial 

adjustment in the Gover 1111ent• a plans tor 'ftl' financing. 

It would, in effect, reduce the flow of anti- inflationary 

funda into the Treasury by over $1 1/2 billion. 

Everything that we have urged and planned in the fight 

against the rising cost of living has been predicated upon 

the aeaumption that Social Security contributions would 

rise on January 1, 1948 to t he new schedules adding 1% to 

the contribution• of employees and 1% to those of employera. 

The Aa.inietration'e record on Social Security has 

been clear and consistent. Last January the President sub­

mitted a budget based on the assumption that the scheduled 

rate lnoreaaes ln Social Security contributions would go 

into effect on January 1, 1943, and that in addition, 

$2 billion in new contributlolll would be raised for an 
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exp&nded Social Seouri ty pro_gr&IL .A 
w~ ..:~....;.+·• · (.,r,_/ 

In m1 •pp trPaeee before the House W&ys and Me&ne 

Committee on M&rch 3r~, I reoo~ended an expansi on of 1~ -..4 ~.:..... ~ ~~;:~~~"'¥ 
the Soobl Security program aJ.utr; t:h - liM., and 

'\ 
I repe&ted this recommendation in my letter to the 

Committee on Y&y 6th • . 
I strongly hope that the Senate Finance Committee 

nill reverse its tent&tive approval of the Vandenberg 

amendment, because the passage of th&t amendment 110uld 

make our nrtij (:sk 1 t t::lTJ.·euUPy harder than ever. 
-¢ 

• •• 
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TREASURY DEPARTMENT 

WASH INGTON 

September 28, 1942. 

Memorandum for SECRETAl\Y MORGENTHAU : 

In view of the continued delay in the enactment of 
the Revenue Act of 1942 it is of utmost importance that 
I acquai nt you with the serious problem that the Bureau 
of Internal Revenue faces in connection wi th the drafting 
of return forms , the printing thereof and the dis tribution. 

In ordinary years draf t s of the first forms moved 
to the Printing Office s t arting July let with the object­
ive of having the final draft of the l ast form with the 
Printer by November 1st. This schedule was maintained and 
permitted an orderly preparation and distribution of re­
turns until the year 1941 . 

The Bureau of Internal Revenue maintains at all times 
a Forms Committee which is engaged in studying new provis­
ions and preparing drafts of forms as the revenue bill 
proceeds t o final passage . This procedure has been in ef­
fect for many years . The drafts of 1941 forms commenced 
moving t o the Government Printing Office shortly after 
September 20th, the date of the enactment of the 1941 Act, 
with the last 1941 form being ordered on December 19th. 
The moa t important forms , consisting of the indivi~ual 
Form 1040, the simplified Form 1040!, the corporat1on Form 
1120 and excess profits t ax Form 1121 , were ordered on 
October 14 , 1941, that is, three weeks after the enactment 
of the Revenue Act of 1941 . Final proofs were returned 
to the Government Printing Office on October 27, 1941 and 
dis tribution of the individual forms commenced on November 
24, 1941, being completed on February 9, 1942. The distri ­
but ion of the corporation forms was commenced December 29, 
1941 and completed on February 13, 1942. 
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l'emorandum for Secretary Morgenthau. 

The speed with which 1941 forms were printed and 
distributed was possible onl y through the cooperation of 
Bureau employees and ~ose of the Government Printing 
Office and ~o~~ ?vert1me hours . For 1941 approximately 
27,000,000 lnC!Vldual returns were filed . To insure an 
adequate supply with due & lowance for duplication and 
Ylaste it was necessary t o print and distribute 140,000 000 
individual forms , or approximately 5 to 1. For 1942 it 
is est imated there will be approximately 35,000.000 indi-
vidual taxp~ers and that it will be necessary to print .•. 
and dis tribute 175,000,000 forms. That is to Slf , the 
printi~ and distribution problem will be much greater 
for 194<: than it was for 1941. From the viewpoint of 
time the changes proposed in the 1942 Bill will affect 
the drafting of new forms to a greater extent than in 
previous years . As an indication, the report of the Com­
mittee on '.7ays and l>!eans on the 1942 Bill comprises a book 
of 181 pages; whereas, the report on the 1941 Act was but 
77 pages . 

The 1942 Bi ll includes a laree volume of changes of 
a te chnioal nature . ;~e cessarily, before new forms can 
be drafted all the changes must be analyzed as to their 
effect, and orovisions made for instructions covering the 
amendments ol a major character. Under existing orders 
all forms must be submitted to the officials of the Bureau, 
reviewed by the Treasury and the Statistical Division of 
the Bureau of the Rudget . There mus t be, of course, 
several proofs made , reviewed and corrected. Regardless 
of the available man power only a limited number of 
skilled technicians can work on the drafting of the re-
turn forms . The element of time essential to the neces-
sary distribution of return forms cannot be.short~ned a& 
our plans of distribution contempl~te immed1ate ~lspatch 
of the forms as printed to the var1ous field off1ces over 
the ooun try. 

You will appreciate the fact that i! the Bureau, 
working at top speed, could effect distr1bution of.l941 
returns only by February 1942 covering a revenue b1ll 
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~:emorandum for Secretary lforgen thau. 

enacted into law on September 20, 1941, it will be a 
much ~reater ~roblem to insure the preparation, printing 
and d1stribut1on of proper forms if there is any furthe r 
delay in enacting a much more complicated and comprehensive 
l aw . 

It is well known that many qualified tax men and 
public accountants are now in the armed services . The 
public, confronted with new complex taxing provisi ons and 
needing, as never before, help which will not be available, 
will be further aggravated by any failure on our part to 
dis tribute return blanks well in advance of the filing date . 
I dislike very much the thought of eny general extension 
to be afforded the public in the filing of returns for 
1942, for when such general extension is granted it will 
be the natural t endency on the part of many taxpayers to 
further delay the filing of returns . If, however, the 
Revenue Bill of 1942 is to be further delayed this matter 
is so serious that the question of a general extension 
might prope rly be considered before final enactment of the 
Revenue Ac t of 1942 . 

ilnclosure 

• • • 
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TREASURY DEPARTMENT 

248 

INTIEit 01'1'1CIE COMMUNICATION 

DAn Sept. 28, 1942 

1o Secretary Morgenthau 

~RoN Randolph Paul 

Robert Daniel Kurph1 ia a Foreign Service Officer of 
the Department of State currently holding the title of 
Counsellor of the Embaaay at Vichy. He was born in 
:W.lwaukee, Wisconsin, October 28, 1894, being, therefore 
approxiiiiAtely 48 yeara old. Ha attended the J.!arquette 
A.c~delii,Y, in ll.ilwaukee, an~ a busineaa school, and lo!arquette 
Uru.vernty. '!.'he latter u a uninraity in Milwaukee 
Wlsoonain, operated by the Jeauit Order. Mr. Murphy

1
is 

Catholic. 

He obtained the degrees of Bachelor and Master of 
Law at George Washington University, and is a member of 
the Bar of the District of Columbia. He has been in the 
service of the GoTernment of the United States aince 1916, 
when he began as a clerk in the Post Office Department. 
His firat foreign poet was that of clerk in the American 
Legation at Bern, period of 1917-1919. 

During 1919 to 1921 MUrphy was employed in the 
Treasury Department. He entered the Treasury Department 
in September, 1919, as a clerk- stenographer at $1400 per 
annum. He rose rather rapidly in the Bureau of Internal 
Revenue through the clerical grades and was appointed 
Assistant Field Supervisor in the Office of the Commis­
sioner of Internal Rennue, Prohibition Roll , $2500 per 
annum, lo!aroh 1, 1920. He worked in the field on the 
enforcement of the prohibition lawa during most of the 
ramai nder of that year. Hie appointment as Assistant 
Field Supervisor at $2500 per annum was never confirmed 
by Civil Servic e. A. letter in the file, of Jamary 12, 
1921, from the Co.miaaion directs that he be reduced to 
his former grade of stenographer. However, it appears 
that he waa advanced from the position of A.saiatant Field 
Supervisor to that of Executive Assistant in the Legal 
Division of Internal Revenue at $SOOO per annum on July 1, 

• • • 
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1920. Evidently this advancement was never confir~~~ed b 
the Civil Service Commission, judging b{ the above-mentfoned 
letter of January 12, 1921. Murpey res gned from the 
'f reasucy Department effective February 28, 1921. 

. Since leaving_ the Tr easury Murphy has been ei ther 
1~ the consular serv~ce or the foreign service. His posts, 
w1thout mentioning t1tles, have been successively aa 
follows: Zurich, April 2 to October 7, 1921; ~ch, 
October 7, 1921, to August 19, 1925; Seville, August 19, 
1925, to Uarch 16, 1926; State Department, March 16, 1926, 
to March 26, 1930; Paris, March 26, 1990, to the evacuation 
of Paris by the American Embassy; and since then at Vichy 
and in French North Africa. 

Information concerning Ur. Murphy's recent activities 
indicates concl usively that lie has played a prominent part 
in the determination of State Department policy with r espect 
to American shipment of goods to French North Africa. 
Telegrams in our possession addressed to the State Depart­
ment by Murphy from North Africa reveal very little of .his 
activities , but they reflect a belief t hat French officials 
are not collaborating fully with the Axis. In t he New York 
Times of September 6, 1940, it is stated that Murphy scoffed 
at the report that Gaston Henri-Haye is pro-Nazi. He 
praised Henri-Haye warmly and stated that "he is the best 
man for the posit ion". In an article in the New York Herald 
Tribune of September 24, 1941, explaining the policy of. the 
State Department with respect to shipments to North J.frlc&, 
the following statement appears: •fbe State Department 
policy on North .Urica, it ia understood, was adopted on 
advice of Robert D. Murphy, Counsellor of the American 
Embassy in Vichy. During December and January he toured 
North Africa, conferred with General Weygand and Ge~eral 
.lugust Uogues , anot her French military leader, end lD March 
flew home to give in person his estimate of the North 
African situation to Secretary of Stat e Cordell Hull and 
other officials." 

Murphy re~ently returned to the United States and is 
now understood to be working in the State Depar tment. 

~~(~ 

• . . 
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S.pt.aber 28, 1942 

Dear Bobs 

'Ill en JOU were o'f'er \o '" M 1a1t 1r14•T • you ulte4 
.. to •ucc••t •-bod,. -., llllbt aullt a 11r. Murplly. 

1 ou Yer,. hlPlT reo tal :rrea1t .t.. SouthaM, zr. • 
'IIIlo -• fozwer1T pr1ao1pal ualatut to Dr. llar1T llllite. 
1 !Mala• TOU o0u14 han Ilia truaferre4 or 4etaUe4 r­
tbe ••YT to )'011• Bla reoorO 1a •• followas 

Ll~. Sr. p-.4e, U. s. ••Y&l latelUpaoe 
A.- • .)' 
r-a II • .t.. 1927 
Ph.D. u. of ~1tora1a 19.30 
.t.~a •t. Prot. of looaa.loa at Ooraell UA1'f'en1tT • 

7 J'Hrl 
7 -tba u Senior .. 011 • .t.aalTiti witb hrltf 

Coaabaloa 
.t.ppo1ate4 Pr1ao1pal Jooacalo .t.aa1T•'• Di'f'. of 

Moaeter,. Raaearoll oa lwle 27, 19.)80 to S.ptoabar lS, 
19.)8 • 

.t.ppo1ate4 Pr1ao1pal looaa.to .t.a&l.Tit• D1Yb1oa of 
IIOIIe\ar,. R~h Zuiii!T 150 1941• liMe 
.t.aalaM&t Dlrenor 011 J\me 1, 1941. 

Proteaaor ot aooaa.toa at Corae11 UD1'f'en1tT 011 
1M'f'e. Jll'lor to Ilia 1a4uotloa 1a tba be ... 

S1aoen1T TOUr'• 
(ll.f!Dt 4) l!tlll'J' 

2!>0 

• ... 

a.rd 
•coot" del. by uanus 11:45 9/ 28/42 
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TraUUI'7 O.par~M 
Dlvlalon ot MOnatarJ Raaaa rcb 

Da te ...•.. _Septembcu:.~.--..... 1942 

rank A· Southard Jr. 
Ueut . Sr. grade, U. s. Navel. Intelligence 
• ·e - 35 
~01-0n& B. A. 1927 
I h. u. U. ot Callt. 1930 
Aost. Pro!. o! Eeonomiee at Cornell Univerait1 

7 years 
'I months as Senior Eeon. Anll.yet with •rari!f 

Com:daaion 
t.npointed Principal Economic Analyst , Div. of 

r on. lltaearcb on June 27, 193£, to Sept . 15, 
1938 

• pointed Principal heo..-ie Analyst, Div. of 
li.on. lleseareb Jan . 15, 1941. llade Assistant 
I.Jirector on June 11 1941. 

~ro!eaaor o! Econanica at Cornell University on 
l eave. Prior to bla induction in tbe Navy 
he was Asst . D1reetor~ong1ary lltaearch 
~ Tmsur;y. Si)eal<a Spanish well, and reads 
Jo'rench easil1. Has travelled extensi ve1y i n 
:X.uth America, and hae been in Europe . 

liB. IIIITI 
Branch 20~8 - 21•1 
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September 28, 1942 

The Honorable Henry Uorgenthu.u , Jr .• 
Secretary of the Tre~eury, 
\lsohington, 0. c. 

Thank you so much tor your 

thoughttulnell in aending ~e con&ratulfitiona 

on mf promot ion. I cert~inly approoiato your 

thinkin5 ot mo durin& thooO busy time a • 

Sincerely, 

LEVEN C. ALLEU, 
Uajor General , U. S. ~. 
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TO 

Subject : 

TREASURY DEPARTMENT 

INTER.OF1'1CE COMMUNICATION 

Secre~try nthau 
Mr. H ' 

The Bu! ees Situation, 
Week !"ding September 26, 

Summary 

253 

COIQ'IJ>EN!IAL 

DAft Sapteaber 28, 19~2 

(1) After an extended peri od ot narrow pri oe movement• ~ . 
and dull trading, etock price• and trading activity improved 
noticeably last week. Among the t actore contributing to t he 
i mprovement i n speculative eentiaent were t he strong defense 
ot Stalingrad, t he inflati onary iapli oat1one ot the tara 
parity controversy , and f avorable developments relating t o 
railroad tinanoes. In London, industrial etook prices 
continued to rise and reached a new high tor the entire war 
period. 

(2) Stimulated by Congressional pressure to revise 
parity prioee upward, basic commodity prices moved sharply 
higher laat week. The BLB index ot 28 basic commodities 
showed the largeat increase since January , and roee 1.0 point 
to 169.~. Aa a reault ot turther advances 1n Wholesale tood 
prices, the BLS all- collllD.oditr index in the week ended 
Sept ember 19 again rose 0 .1 point to 99.3, or 32.~ percent 
above the pre-war l evel ot August 1939. 

(3) Caeb tarm income rose aore than seasonally in 
Auguat , and i s aat1aated t o have exceeded ye~earlier levela 
by 29 percent. The Department ot Agricult ure recently 
estimated that t otal oaeh tara income, i ncludi ng Government 
payments, Will be aore than $15 billi on• in 19~2, considerably 
exceeding the previ ous high level reached 1n t he intlation 
year ot 1919. 

(~) Factory emplo,.ment and parrolla · continued to expand 
in August, and both reached new record high levels. Faotorr 
payroll• showed an unuauallT sharp gain, and at mid-August 
were nearly 5 percent higher than a month earlier, In 
reflection ot longer working houre and higher wage ratee , 
estimated average weekly earning& ot t aot ory workers continued 
t o rise and were aore than ~ percent higher than in 
August 19~1. 
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Stock prioea aove higher aa trading inoraaaea 

Attar moving in a narrow range f or about 2 aontha, atook 
prioea during the past week ehoved definite improvement , With 
a noticeable expansion in trading volume. Stock transaotiona 
on the New York Stock Exchange on Thureday reached a new high 
tor t he year at ~51,000 eharee. In the early part of the 
week trading vae featured by aotivity in low-priced atooka, 
particularly rai ls, but toward the end of the week pivotal 
stocks euch ae General Kotora , U. S. Steel and Atohiaon took 
a larger part in t he riae • . 

Stimulated i n part by the fir at dividend payment on 
Southern Railway pr eferred since 1931, the Dov-Jonea average 
ot railroad atook prioee .oved up to the highest levels since 
laet P'ebruary. The average of indue trial a t ook pri ces rosa 
moder ately above the recent peak touched in Julf, and also 
stood a t the beat l evels e1nce l aet P'ebruary. (Sea Chart 1.) 
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The atrong Russian defense of Stali ngrad and t he 
inflati onary iaplicationa of Congressi onal action on tara 
parity price provisions, among other f aotore, were reported to 
have s timulated apeoulative sentiment . Moreover, indications 
ot further improvement in the financial position of the 
railroads have brought about inoreased interest in both 
railroad stooke and bonde recently. Due largely to expansion 
or tradi ng in railroad obligations, particularly those of 
companiea in r eorganization, bond trading on t he New York Stock 
Exchange on Thursday reached the highest volume a1noe 
July 3, 1941. 

The improvement in etook price• on the Haw York Exchange 
last week vae paralleled by further g&1na in the London atook 
market, where industrials reached a new high for the entire 
war peri od. At the end of last week, industrial stock prloea 
ln London were 12 percent higher than on the eve or t he 
outbreak of war i n EUrope, whereas prioee i n New York 
were 19 percent lover. 

Commodity prices move higher 

Under the influence of Congressional pressure to revise 
parity prices upward, prices of uncontrolled farm commodities 
last week moved strongly higher . Wheat prices reached the 
highest levels since last Kay, while the top price on hogs a t 
Chicago equalled the 22- year high r eached in August. In 
conaequenoe Moody's spot commodity price index last week 
establiehed'a new high tor the war period, and t he Dow-Jone• 
index of tuturee pr1oes showed a r1 a1ng t endency. (See Chart 2.) 
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With further advanoee in wholeeale food prioee, the BLS 
all-ooamodity index made another el1ght ga1n 1n the week 
ended September 19, r1s1ng 0.1 po1nt to 99.3. Th1a repreeante 
a rise ot 8.5 percent e1noe the oorraepend1ng week ot last 
year, and }2.4 percent s1noe the beginning ot the war. Wholesale 
prices of t oodetutte are now 15.3 percent higher than a year 
ago , the latest week showing a particularly marked advance in 
butter and egg prices , whioh carried them to t he h1gheat 
September levels i n 13 years. (The BLS i ndex ot retail tood 
prices, aa ot Augus t 15 , showed a gain ot 17 percent over the 
previous year. ) 

Baeio commodity i ndex sharply h1gher 

With inoreaeed prioee t or all uncontrolled co-od1t1ea 
except cotton, the BLS prioe index of 28 baeio commodities rose 
a full poi nt to 169.4 i n t he week ended Septeaber 25, t he 
lergeet 1noreaee since laet January. The index ot 9 un­
controlled commodities rose steeply 1n response to the 
inflationary farm bloo action on the pending pri ce bill. 
(See Chart 3.) The 1ndex of 19 controlled commodities vas 
praot1oally unchanged, a decline in wool top prices offsetting 
a rise in cottonseed oil. 

Cot ton prices were slightly l ower l ast week, deepite the 
rise in other uncontrolled prices, largely because ot the 
heavy crop movement now under way and uncertainties over the 
price bill. The permissible oeiling on cotton prices would 
be slightly lower under the proposed Steagall bill than under 
the preeent l aw. 

House votes inflationary price bill 

The Brow~aaendment to t he Steagall prioe bill , accepted 
by the Houee laet VPek, would ra1ee pari ty prices of f arm 
produote by appr oximately 12.6 percent (Department ot Agriculture 
estimate) through incorporating wages ot all tara l abor in the 
farm coat index. At the same time~ i t would raiee the required 
loan level on baaio orope (and on ot her war-essenti al crops) 
to 90 percent ot the new parity, equivalent t o about 101 percent 
ot the old parity, as compared with 85 percent at present. 
While the t innl outcome ot the new prioe legislation is uncertain, 
the Steagall bill would obviously make price control of f arm 
products even more d1ft1cult than under present l aws. 

!/ Repreeent ive Brown ot Georgia. 
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Indicated ceilings for aeleoted tara produota under the 
Steagall bill are ahovn in the attached Table 1, i n ooapar1eon 
with lateet published f arm prioea (al of lUguat 15). Some 
oeilinge might be even higher, 1n oa1e farm prioea of certain 
oommoditiee ehould reaoh new 1942 highs in the September 15 
compilation. It Will be not ed that beef cattle, hogs, lambe, 
veal calves, and ohiokene would be eubJeot to price ceili ngs 
near very recent levels. All others in th11 aeleoted group 
would be permitted to riae still higher, by substantial 
amounts in the case of grains. 

A oompnriaon of indicated oeillnge under the Steagall 
bill with oeil1nge permitted under present law ie shown in 
Table 2. It Will be noted that peraieaible ceilings for the 
large maJority of these sel ected ooamoditiea would be even 
higher t han under present law, although on a few of the 
commodities -- cotton, cottonseed, ohiokena, and butterfat 
the ceilings would be somewhat lover than at present . 

In the Senate, the proposed 'i'hoaae-Hatoh amendment is 
designed l1keviae to raise parity prioea by including the ooet 
or all farm labor , and ita effect on price ceilings would be 
similar to the effect of the Brewn amendment in the House bill. 
Press reports , however, indicate a possible victory for the 
Tyd1ngs-Reed-0 1Mahoney compromise amendment, which would 
require that maximum prices for primary and manufactured 
agricultural produota be modified where necessary to increaas 
production for war purpoaea, or where 0by reaaon of inereaaed 
labor or other oo1t1 to the producers of euoh agricultural 
commodity, the a&Xl.um prices eo eetabliehed Will not ref lect 
such inoreaeed ooeta.• 

Para l abor ai tuation become• eer1oue 

An important factor contributing to the heayY Houee vote 
for the inoluaion of wage rates in parity computation• ia a 
recognition of the undoubtedly eeriou• labor ahortage that ia 
developing in the agricultural areae, due to labor a1grat1on 
to defense plant• and enli stment• in the araed forcee. Vari oue 
authoritiea nov indicate that ahortagee of variou• fooda ~e 
likely next year on account of the labor ahortage and other 
factors, particularly i f weather conditione should not be as 
highly favorable for crop production ae they were this aeaaon. 

A rationing eyetem f or dairy products Will be put into 
effect Within the next few zonthe; according to press reports, 
because or declining milk production due to labor ehortagea and 
other influence•. The Department or Agriculture ia quoted aa 
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estimating that ailk euppllea tor civilian conauaere (after 
army and lend-lease requirements) Will fall 10 percent below 
last year'• figure. 

The inclusion ot wage rates in the parity index, however, 
obviously cannot correct the labor shortage nor contribute 
1n any important degree toward alleviating the threat ot rood 
shortages.. These problema can be aet only by direct action 
toward maintaining an adequate eupply ot tarm labor tor the 
pr oducti on of eesential crepe. At least 70 percent or man­
power l osses suffered thus far by farmers are attributable 
t o the dratt, according to a etateaant by K. W. Thatcher ot 
the National Farmers' U~on. 

Farm i ncome rose more t han seasonally in August 
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With unusually large crepe aoving to aarltet at high prices, 
cash tarm incoae rose more than aeaeonally in August, and 
pr eliminary confidential data indicate that the gain over 
August 19~1 wa e 29 percent. (See Chart 4 .) The Department 
of Agri culture estimated recently that oaeh farm income, 
i ncluding Government payments, in 1942 would be over $15 billione. 
Th1a figure ia about 2g percent higher than last year, and is 
substantially above the previous record ot $14.4 billions 
r eached in the inflation year of 1919. 

In contrast, the population on tarma (1941 data) 18 
3.5 percent lower than in 1919, and the coat of goode bought 
by f armers tor uee in production and f8111ly aa1ntenance is. 
25 percent lover than i .n 1919. The Secretary of Agriculture 
recent l y stated that ne t tara inooae thia year, or the aaount 
availabl e to farmer• tor faaily living and eayinga, would 
amount to about 110.5 billions. This waa said to be about 
$1 billlon~eater than net tara inooaa in 1919. 

Seasona.lly-adJuated rural salaa or general merchandise 
rose during Auguet, but were below year-earlier levels for 
the firat tiae thia year. It will be reaeabered, however, 
t hat sales in August 1941 ehoved an unuaua.lly aharp gain due 
to the wave of &dvanoa buying then in prograaa. Nevertheless, 
reference to Ohart 4 Will disclose that rural sales have 
shown a distinot tendency to tall behind the rise in tarm 
income since the first quarter of the current year. The large 
mail order houses have ebown a particularly noticeable lag 1n 
eal ea 1n recent months, Vhlch they have attributed largely to 
t he adverse effects of civilian goode curtailaent and credit 
reetrict1ona. 
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Factory :pazrolb l!barplz hiper 1n August 

The upward anng 1n taotor7 .. plo;y~~ent and P&Trolla to 
new record highe continued in Auguet. On the basis ot 
preliminary and confidential BLS data, taotor7 payrolls rose 
4.9 percent trom m.id- JUlT to mid-August. This is an unusually 
sharp increase, particularly 1n view ot the great expaneion 
that had already taken place since the Detenee program got 
under way. Faotor7 employment rose leas rapidly than paT-
rolls, but showed the aubstantial gain ot 2.2 percent. (See Chart 5.) • 

In ret leotion ot the continued more r apid expansion in 
payrolls than employment, average veeltly earnings ot raetory 
workers reached a new peak in mid-August, estimated at 
2.3 percent aboYe the previ ous month. Ae a result ot the 
lncreasee in vorltlng houre and wage ratee during the past 
year, estimated average weekly earnings ot taotor7 workers 
last month were 24.4 percent higher than in August 1941. 
(Rater to Obert 5.) 

Department store etooks at high lsYels 

Department etore stocks showed a further expansion ot 
about 3 percent in, August. Thia increase, howeYer, was lese 
than seasonal, and the FRB adjusted index or stooke dropped 
to 135 at the end ot August trom 140 at the end ot July, 
according to oontidential data. (See Chart 6.) This vas the 
first decline in the index since the beginning or the year. 
It will be noted that department store ealea in August 
(seaaonall7 adjusted) ran counter to the trend ot inYentories, 
advancing to the highest leYele ainoe last Januar7. 

The gain in department store atooka oYer 7ear-earl1er 
levela narrowed t o 55 percent at the end ot Auguat from 
73 percent at the end ot JulT. Deta1la ot etooka at the end 
ot Auguet are not 7et &Yailable. Data compiled by the Federal 
ReserYe Board ae ot the end ot Jul7, howeYer, showed the largest 
year-to-year 1noreaaee in women' • and children'• hosiery and 
women' a ocate and au1te, nth gains or 173 and 116 percent, 
respectively. The smallest increase wa a shown by turs, 
s t ocks ot Wbioh shoved a gain ot onl7 3 p.eroent as a result or 
the inroada on inYentories oauesd by a sharp expansion or 
sale a in Jul7 . 

Department atore ealea again above 1941 leYels 

Attar dropping 3 percent below 1941 levels in the week 
ended September 12 due to the Labor D&T holiday, department 
store aales in the tolloving week rsooyered and ran 5 percent 
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above the oorreapond1ng period • rear ago. (See Ob&rt 7.) 
All d1etr1ote abowed gains exoept New York, where poor 
weather oond1t1ona reportedl7 had an adverse etteot on 
sales. 
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!able 1 

Auguet 15 rara prloee or eeleote4 oa..o41tlee oa.pare4 
nth oeUlDge propoee4 1ft the 8i8&Call blll 

Unit 

bu. 
bu. 
bu. 
bu. 
bu. 
bu. 
bu. 
lb. 
4oz. 
bu. 
bu. 
bu. 
lb. 
ton 
lb. 
lb. 
lb. 
lb. 
lb. 
lb. 

lllcheet 19 2 112. 6 per oent· 
pr1oe 1/ ot parlt7 

(Doll are) (Doll are) 

1.66 

1.781 
1 . 258 

45.04 
. 4o2 
,llJO 
.1413 
.1207 
.1291 
.196 

1.232 
l.06o 

. 682 
1.513 

1.099 
2.89 

.2123 
· 357 1.1 

1.503 

-
.428 1.1 

ftiOPAii dfiP 
Aucuet 15 

tara prloe 
(Peroent) 

15Q.4 
86.9 
6o.l 
58.6 
~3.1 
31.8 
27.9 
17.7 
10.9 
9.5 
9·3 
9.0 
5.4 
2.3 
2.0 
o.o 
o.o 
o.o 
·o.o 
o.o 

!o Aucuet 15. !he 8teacall bl!l proT14ee tor the h1gheat 1942 pr1oe 
to Septeaber 15. 
Subjeot to .. aeoll&l a4juet.ent. 

l'l'oa Departaent or Agrloul.ture 4ata. 

' 
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Tabn 2 

August 15 tara pr1oss of selected oo .. od1tiee ooapared 
with present peraieeible ceilings and With proposed 

ceilings under Steagall bill 

Fara prioe, 
· Oeilillf Perai tted 

Under preee~ 'Under 8teaga11 
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Unit August 15 law bill !/ Inoreaee 
(Dollars) (Dollars) (Dollars) (Percent) 

bu. 1.629 1 .~39 1.71!1 23. 1! 
lb. . 1130 . 093~ .1130 21.0 
lb. .1~13 .1216 .1~13 16.2 
lb. .1291 .11.29 .1291 1~ .3 
lb. .1207 .111.2 .1207 1!.4 lb. ·39~ .J7l -~2 !!. 
bu. 1 .11> 1.1>1 1.66 3.1 
bu. 1.~3 1.~61! 1 .503 2.~ 
bu. • 2 1 . 203 1 . 232 2.~ 
bu. -5~ 1.035 1.000 2.~ 
bu. -9 1.~71! 1. 513 2.~ 
bu. .1!3~ 1 .0~ 1.099 2.3 
doz. •

4
22 .J gj .J57 gj 2.3 

bu. • 26 .1>67 . 682 2.2 
bu. 2.26 2.1!4 2.139 2.1 
bu. 1 .15~ 1.21 1.251! 1.~ 
lb. .11!03 . 21~7 .2123 -1. 1 
lb. .l+o6 ·"0 .~21! gj - 2.7 
lb. ·M6 .211 .~6 -7.1 
ton "· 50.36 45. -10.6 

Aa i ndicated b:r tara pr1oe data to August 15. 
As of August 15. Subject to seasonal •ariation. 

Data from the Department of Agriculture. 
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BRITISH AIR COMMISSION 
178111LU8AC HU ... TTW AYIINUII 

WMHINCI'IOH, D. C. 

lith the cocpliaenta or Britieh Air Co.odssion 

who enclose Stetecent No. S2 - Aircreft Despatched 

- for week ended September 22, 1942. 

1!1• Honourable lleney llorcentbou, Jr. 
Secretory or tb• 1re&SUJ'7 
IIASHDIG'l'OII, D. C. 

Sept.,.ber 28, 1942, 
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Canadian Legation 
Waahingto.n 

September 28, 19.42 . 

Dear llr. White: 

I a ttach herewith a atatement of tbe 

change in tbe Canadian holdings of U.s. clollars 

during the month of Auguat, together w1 th some 

brief observations on the causea of divergence 

between the actual change and the trend indicated 

in the moat r ecent quarterly f orecast. 

You may expect to receive aimilar 

monthly atatementa from now on. 

Harry Whi w, Baq. , 

Yours sincerely, 

a/a A. P. w. Plumptre 

A.P.W. Plumptre 
Financial Attache 

Treaaury Departaent, 

Waah1ngton, D. C. 

c 0 p y 

-
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Jotaa on the Change 1n Canada'• u.s. 
DOllar Poaltlon dUring !Uguat, 1942. 

Change in Official u.s. Dollar Position. 

272 

During the month official dollar balances and gold 
holding• inoreaaed t4.4 million. Thia pcaition change waa 
&lmoat entirely reflected in additional dollar balances. 

Factors more Favourable than the Forecast. 

On the baaia or 1ncoaaplete data for the month of 
Auguat, it would appear that -

(l) Payments for importa were slightly lower than 
suggested 1n the forecast. 

(2) Rece1pta from exporta were slightly higher than 
aug&ested in the forecast. 

One million u . s . dollars were sold to the Forei gn 
EXchange Control Board by a canadian bank. This amount 
waa not included in the forecaat. 

Factor• leaa Favourable than the Forecaat. 

Subatantially lower receipts from exports by War 
Supplied Limited than suggested in the forecast . 

Regraded Unclassified
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TREASURY DEPAJfTMENT 

INTO 0~ COMMUNCATION 

DAft 8opt.. 28,1942 

TO Jll' • White 

FROM Jir. t0lmann 

Subjeota Exporte ot Petrol- and Scrap Iron to Japan \ 
1. In the tive-;year period end1ng in Dec•ber 1941, tbe unit.ed st.et.ee export.ed to 

Japan 122,166, 000 barrela ot petroleua produote and 6,222,000 tone ot scrap 
iron and et.eel. 

Export.e ot aorap were nrt~ at.opped 1n October, 191.0, when export ooDtrol 
o..er ecrtp ehis-nte wu made ettective. (Scrap wu tirat put UDder export. 
ooDtrol in ~, 1940.) 

J . Blpc.-t.e ot petrole~a product.e were ll&int&ined at a high level in the tlrat 
;year atter export control nut. into attact in ~, l9hO. These ahi~t.• were 
not. cllrt&1led UDtil tbe Treaaury treesing c.-dar (in ~. 1941) etteeti...q 
stopped t._. 
Lubricat.ing oil export.e J18iY appear eul.l in volUIIe. However, it ia never CCil,.,.led . 
in quant.itiea ca.perable to the voluae ot fuel products - end the .quant.itiee 
exported are relatinl;r large, espeoi~ einoe the product ia one ot the more 
di!tioult coee to ret1ne . 

S. In 1940, the ~ar in 11bich export control .,.nt intO ettect., the Japeneae increued 
their plll'chuee ot tbe IIQl"e hi~ retined product. l guoline end lubricating oU.. 

6. Det&Ue ot petrole~a expart.e a 

(Thouaanda ot Barrel•) 
19h0 !2!!!. Product 1937 1938 1939 -- - -

'total - All Product• !I 28, 376 31, 349 27,993 22,796 U , 6S2 

Crude Petl'oliiUII 1S,99S 21,272 16,086 u,S29 4,828 

QUcl1ne l,haz 1, WU 1,379 3,1S7 2, 01.6 

au llld :rul 011e 10, 353 8, 327 9,909 7, 248 3,791; 

Keroe- 182 lOS 43 -
Lubrioatinc OUe hhh 307 Sl4 819 984 

~Do .. not 1nclude l ubricating greaaee, uph&lta. 
ea e-re• Depertaonta Fc.-ei~ c-r.pe end Nangatioo 
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Dhi.aico of ll0111tta:Q' 

Research 

7. Detalla ot aoNp iron and ateel aporte 1 

(Tbouunda ot Tona) 
1937 1938 1939 19b0 

Total - All Scrap 1, 873 1, 366 2, 024 959 
1941 

!I 
1/ Leas than $00 toM 
l!'ource 1 Coalll8rca Department 1 Foreign COIIJIIIIr<:e and Navigation 
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BRITI SH MOST SECRb~ 
U.S. S!Xl!!ET 

OI'T;,Il No. 3'J6 

No-r ·ro BE R!\...TRAJI&II tJ'EO 

275 

COPY NO. A3 

Information r cceivod up tc 7 A.!J. , 28th Sept ember, 1942. 

l . ~ 

Anothe.r ship (5,000 tcna, U.S.) 1n hoallWaN convoy froB 

RUSSIA now r eportod sunk . 668 of the p&osoncero and crew of the 1'),000 ton 

ship reported Bun!). b;; U-tcat 1n OPrEL No. 322 have been landed from Vichy 

French ships a t CASIWIJ.NCA. 

2. AIR OPERATIONS 

VIESTERN FllO~ . 27th . Sj)itfiros d!Uilllged 3 armed trawler• 

off tho Dutch coast, one o~ ffhich waa loft 1n flamoo . 3 cneey elrcraft 

crossed our coasts . 2 JU 88s v:ero dam..1ged . 

ECYPr. It is n01r kno•"ll th:lt 2 onOQY 1\ireraft ...,,.., des­

troyed by A. A. fire at KUFRA on 25t!V26th. A henvy r .. id was lll!de ""* 
I'OBRUK and 75 adnes wer<> lnid 1n tho K.1roour. 26th. Our f i g)ltera attacked 

=•chllnical t ransport in the Southern Suotor und also damaged :? vehicles 

woet of BARDi t.: 3 enemy nircreft woro dootroyed o.nd l probably destr oyed , 

l Spi t f ire i s missing . 

26tb/7.7th. 9 JU 88a o.ttockod IL.::LIOPO!JS Aorodrome . 

ROSS!fl . 26th/27th. Tho Gonr.>n Air Force heavUy attacltod 

ASrfW{HAN where it was cl.a.Uol<! th:lt the rrlJ.n:; stlltion nnd oil depots 

wor.. sot on fire . Tb~y also attllclted shipping ..lone th: East Coast of 

the BLACK S&A . 
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TREASURY DEPARTMENT 
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INTKit CWPICa COMMUNICATION 

TO 

llllbJod r ot po .. 1blo 111teron : t bo n" Ob1n .. o Aaballa4or 

f1lo ott1oo ot ltrotea1o lornooo roporto tbo t oll"1fta 
w1tb N8poot h liD llh1h1o ouoooooor 1n Waoh1a,t 011 : 

11fo1 ~ao-~, noooooor to liD lh1.b ao Cb1aooo 
Allbuo .. or to 1faoii1Jictoa, 1o an 1anuoatW -bar 
ot the lu..tat.., Part7 wbo bao, at •ar1ouo t18oo, 
bol4 poo1t1oeo ao M1n1otor ot Juot1oo, MaJor or •an­
lr.1ac, looNtaJ'J Gonoral or tbo koout1n raan, aa4 
lloahr or tbo lallro• •auonal DotonH 001111oU . In 
tbo -or ot 19\1, bo wao appo1nto4 Allballa4or to 
Fl'alloo, bllt 414 not prooeo4 to b1o poet booauoo ot 
unoottle4 rolat1ono botwoon Obaftalr.1nc an4 V1obJ. 
lla4aM 1fo1 1o oao ot tbo t .. Ob1auo wo•n Jv1otl 
an4 a olooo tr1on4 ot Md&ao Oh1an1, b&•1nt boon 
a .. oo1ato4 w1tb bar •• tbo onl7 otflor w011an -b•r 
ot tbo tlrot Loa1olaUn Yuan. Botb Aabaua4or an4 
lld•o 1fo1 wore o4uoato4 1n Parle an4 ban boon oounto4 
ao -boPI ot tbo pro-hropoan ol1quo 1n Obunp1n,. 

·~ oontraot botwoen tbo nft Aabal0a4or an4 b1o 
pro4ooooiGI' 1n41oato, at lout oo• or tbo raotoro 
wb1ob ~ollo4 cn..,t1nc to aalr.o tbo oban,o . Wo1 
~ao-a111c 1 ooaaoot10111 lla•o boon rronob ratbor tbaa 
Allonoea: bo 11 lr.nft'll ao a proot1oal a4a1n1et rator , 
all4 1o a PaPtJ -"'• w1tb 1.11portant pol1t1oal baolr.-
1n,. Oft t:bo otbor bal\4, • lb1b' o oonnoot1011o ban 
boon w1t:b t:b11 oount:I'J, bo boo t1llo4 t:bo t'llllot1on 
ot poPOUao1•o a4•ooato ratbor tban a4a1n1tt rat or,an4 
11 aot a ••bor ot t bo lu-1nt anc· Bu lb1b bao boon 
notabl7 ouoooottul 1n aob111a1n, popular Allor1oan .,._ 
pdbr tor Ob1na. Obwlglr.1n, , 1t 11 tbo~r«bt, u:t well 
tool that 1t now roqu1roo a roprooontatho wbo w111 
pHil Ob.lna'o oa10 thJ'oucb ott1o1al rotbor than popu­
lar ob&Anolo, wbo oan bo truoto4 to roprooont a purolJ 
Ob1noeo polat ot •low, an4 who will ba•o tbo proot1oal 
ospor1onoo an4 pol1t1oal oupport 1n Ob1na to a4a1n1otor 
ottoot1nl7 tbo attalro ot tbo Waob1qton •bal07· • 

( Ottloo ot ltrater1o lon1ooo, •!bo War fblo Woo!r.•, loptollbor 
17 - 2 •• 19. 2 ) 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER Of<I'"ICil COI04UNICAT10N 

8eoret aJ'7 Ko~nthau 

Ill' . Hon1oh 
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Subjeot : Ot Poee1ble Intereetl 1 Brother Ru•an1ane• Broadoa1t . 

~e attaohed report ot a reoent br oadoa1t 
b7 t he olan4eet1ne etat1on •Brother Ruaan1ane• 
... ertl that : (1) Ru.an1an troope are bear 1ft« 
the brunt ot the t1ght1ng on the Ruee1an front, 
(2) Hitler oannot 4eteat Ru111a, an4 (J) e1noe 
~an1a oannot ree1et Ru111a alone, the ehoul4 
etop t1ght1ng the 8oY1etl an4 prepare to 1ettle 
her aooounte with Hungar7. 

• •• 
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• BRotHER IWlLUII.ue• 

RITLIR 8ACIUJ'ICI8 JWIWIUJIB U Ult 

fbe olandeet1ne hw.n•1thr, 11rotber llullalliane•, broa4ouun 
1n Ruaanian to doa11t1o audieno11 (Bephaber 2' ), auel'te that S 
H1tltr t oroee ftuaanian troop unite to bear the brwnt ot Rutt1a't 
tur1out ret1ttanot. fbe .J'a4io taJtl 

f"t ftoPMM4ft ''fJ?)!I'--'Brotber ftuaan1ane, •• are not \l'Jln 
o n uoe JOU o etu ~ JOUr tare w1tb ootton an4 abut ott tbe 8 

Oeraan broadouUnc etatione. On t he oontnr)', •• adT1" JOU to 
Ueten at often at JOU oan, an4 alto to Nad u .aa7 ot Jlel'l' 
Dootor Ooebbele' n••IJIIIPII'I ae 70\1 oan. Ontol'tunattlJ , boweT•r, 
in our ooua\1'7 tbare 11'1 not .aa7 people wbo eptalt, or underetand 
Geraan . We ..,, untortunatelJ, beoau .. 1t would be well that u 
aan7 ot ue a• pouible tbcN14 bear troa t he aoutbe ot Jlerr Dootor 
()Oebbtl• ' GeNant tbat tbiD«• are not coins u well u Jlel'l' R1tltr 
would witb thea to. 

!tlltnl{:f lfllJ!'tl;-"•• are not atte~tinc &ft1 procnoet1oat1one 
a ou lncn . oweTer, it it tTident to ue tbat Book it 
11ttt1nc nowhere flit• Whet turpr1111 Ul tTen DON 11 tbe taot 
t bet tile laer.an radio etatione, and tba GeNan pNu, baTt ehl'ted 
t o praitl tba ftuaeiane, •aring that tbtJ are t1~t1ng with cre•t 
ap1r1t , and tbat Stalin bee 1nex.hauet1ble rue nee. 

Prthf J!Mg1•-- 1 1'ba oreaturee ot llel'l' Dootor Ooebbelt alto tell ue 
tbat lie u1u ~ oont1nu11 to g1n thea all aorh ot eurprhu. 
Herr Bitler abould baTt tbougbt ot euob an eTtntual1tJ before 
at taok1nc Juea1a. 

!!ul!n1y 9efDOP l!!ftr-'Wbtt alar-• ue h tbe taot that t he 
Gerw.ane, ow nc Eo laok ot otbar ~'~""" wb1ob tbtJ are no 
l onger able to proo1ll"' , are ap1n toro1• ue t o gin tb• tbe laet 
oonu:rah ot troope len 1A wr oollllti'J. •• are aot 1ftterute4 
1n wba bttallt Bitler. ~ eo011er bl oollapeu, ta-t better tor 
ue. We aN, bowenr, tel'l"1t114 b7 the tboufht tbtt 111 a 4teperah 
ettol't to "" b!a .. lt, H1tler ia udng 11p be "-ian U'a7· 

t:to2'£o' 'C.~'::l--'AI we ea1d at .. daJ• 110• Ion Antoneaou 
owe 11 repl1e4 1n tba att1raat1 Tt to all the Nquuh 

ot Hitler. ae'ba• toraulatad but one Nqueet, that ot baT1nc all 
tba lluaanlan UD1tt thrown into aot11ft on tbl - eeotor, an4 not 
411perae4 bert and tbare, 11 llltler bad done with our troop• untU 
the pretent. It 11 .. 14ent that 'be eooundrel, Hitler, crao10111l7 
repl1ed tbat ba would aooe4e to th11 requaat ot Ion Antonuou. 
Rowenr, 1t tb1t 11 euppoeed to relltTt c.ar eUuaUon, 1t doll 
not a:t all aob1eTe lh ala. 
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J""'•t:hftl' !f•t;De:Itr-•rorurl1, aur 1nth •a• bela tUle4 1:11 
" S ent• .zrn lot. rro. ... on, 41Yh1en• ::f &1'111e1 will 
be blatobel'e4 tocdblr. Re4 U betn 11111 beUtr at O«eua or 
Se•attopoU !bin, a• aow, tile •n er tile auaoll1JI« troop• the 
oannoa te44er, ba4 'been oo&Cl'1'bute4 'b1 tbl lluaan1an .v.,. !b; 
<Jel'llalll l'llla1ne4 beb1a4 tbl front 111111, anA wbln O«tua an4 
S.Yattopol tel l, thl1 pulbl4 tbe•••l••• 1nte tbl tol'lr;roan4 or 
t he oolaan• tr11111J)bantl1 •rob1JI« 1nt o tblu o1t111. 

2S«'I Jl~"'!'bt1 tbl'ew a t" t1n booraUone our wa1 a• one 
t row• a one to a 4-.r. We lboul4 llaYe ta141 ' Well , we lla•• 
u 4e all tbeu nol'1tlou to aob1en aur talYaUon, 'but whel'l 11 
our tal.waUant We al'l tol'IYer u111e1111 ttr1Y111r; . 

hah' !(••t~Ut-- 0'1'be O.I'Milt al'l - tal ll1D« a'baut a protraote4 
war wlii .1 1a1, wlll latt 2 , ) , or eYen IJ 1eal'l 1-wer. 
Can we J'et11t tbat 1•11«' .t.a4 wbr lboul4 •• r111lt ee tllat 111 
the ea4 we lboul4 'be eYen 1101'1 4J'ea4tull1 pun1abe4 'br t boee 
who al'l Y1otol'1out, Ul4 wbe wlll 110t be tlae O.raen• 1a a111 oal8t• 

CoaunulJI«, •Brother lblaaa1aa•• warn• tllat 1n ou• ot RUler'• 
oollapta, ftlulaa1a 1111'111 oolll4 not t1rbt Jluu 1a alone, an4 that , 
blnoetorth, 1lvllan1an troop• tbolll4 ttop t1rbttar t be BoYleh 8114, 
1nt tea4, pt pea4J to 1quare aoooanh wUh Huncarr. 'rhe ra41o .. ,,, 
~·'f" ~ottno•--"'!'be 1nteot lallar, 1n a ••••ar;~ to the r .. 

car an OJ'el at t he Ru111an tr011t, ha4 ea14, lhten oal'ltull11 
''!'be tut upe bat 1n t\01'1 tor ue t1Mt enn llar4er than tbl 
pl'lllllt . ' It BUltr, with bll tora14a'ble al'llJ' , oanaot oonq111r 
11114 11qu14att tbe 111!1!111a111, bow ooalt t he RUMII1an An1 l'la11t 
the a&u1an 11ut alene. Woul4 1t not be n oh wi18r tor 111 te 
atop, wh1lt n oaa boftonlllr 4o 10, pul'lu1nc tbl -.4 a4nnt111'1 
1nto wh1oh tbe nlk111C Ml'P"• loa Anton11eu, hat pl'lo1pUat t4 
••t h GtlleNla Petrloa DlaUJ'etou anA Oomel1u Dft«al1ae 
111111111e tbat, t-rrow, tbl Y1oter10111 Btal111 wUl 411r t o 
a44rut thea, or 11111 ot tho" ..... len r.neNla wbo ha ha4 a 
Gel'llall 11'011 01'011 baJIC III'OWI!4 tbl1r IIJIO at 

rm Of ir trL-"'fha walk1nf 00l"pl8 0 lOll Ant OIIIIOUo an4 t he 
p er, bil tonetou, wll 4111ppear. But what w111 happen 
t o the ott10tl'e ot the a.-n11111 ,....,, fllou wbo win the war 
w111 obuok tbl• 011 tha11' earl, anA w1ll , perhape, prooee4 w1tb 
tbt 41taraaaent ot J\UM111a. r1na111, •• •••t not tor • .... at 
torcet tllat w• atlll ban • I" at pro'ble• to IJil n, that ot our 
l'IUOII1JIC with the Bu4apllt tWine. 
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t rot • t.•=ns--•1Ye1'7 Jllla••ta~~ ett1oer, or aoUhr, k1lle4 111 ~. a MUll oae le11 ott1oer, or •lUer, toP She aN7 whlab ••t 
qain UI'Ob M lu'apeeS . Lbten aaretlallJ all of Jill wbe baYe 
ear• h lhten wUb. IUlep wUl noS be able h DllllibUaS. ~nh. 
Rualia h po~rertal, u4 lta11n wUl oonquar Hitler. A 11.1ch, a 'fel'J 
h lfb pP10e will be pa14 for ba•1nc tt .. n loJal to Bitlep. 

H~a4hffel-ll--•AD4 we, who ba'fe l'fta1ne4 faithful to the oauae or t e at1ena, will not be able t o •a•e a11Jbo47 •• baa4, lYeii 
1t t hh hta4 belonc• to l'etr1oa l>laitl'ttou, oP Oornel1u Drqalina. 
To throw ene .. lf into an PJII, hea4 f ol'ftott , do .. not rtpl't .. nt 
courac•· It h 1neanu,. !he oolllltl'J, t he au.&alan nation, will 
4efen4 enlJ Sho11 wbo ha4 known how So de tend her tPUl J , and not 
the peopl e who 114 hiP to 1nean1t7, whither llitler tried t o 1 .. 4 
thea 1a nrn. leop up JOIU' ep1r1tt , Brothe l' ~ian a. • 

Regraded Unclassified
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