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FINANCING 

Present: Kr. Bell 
llr. Hue 
li!r. !Cuhu 
lolr . &lffington 
Kr . Tickton 
llr. Woodward 
lo!r . Knott 
l!:r . Lemmon 

Deceaber 7, 1942 
8:15 p.m. 

B.ll.JR: Go ahead, Kr. Woodward. 

MR. WOODWA.RD: I will summarize mine very briefly, 
and than l(r. Knott would probably like to add to it, 

3 

We visited eleven towns, motoring four hundred and 
seventy- eight miles fran Fort Wayne around the Loop in 
Chicago. Our first feeling is that the promotion and 
publicity have outrun the organization that is available, 
as we said this morning, and that actual solicitation 
f or the securities is not under way in a very aggressive 
manner in many of the towns. In sane it is . 

The bankers feel that the securities that are 
being offered are appropriate and quite wel l cover the 
needs for the funds that are available for investment. 

With one or two exceptions, the public is partici­
pating fairly well . The farmers, they say, in most of 
the towns, are not subscribing in accordance with their 
ability. The professional people, the moderately well­
to-do professional peo~le , are likewise said, in some 
places, not to be part1cipating fully . 

In the banks, the very small banks, 1aany say they 
are not attracted by the securities that are being offered, 

frimarily because of the rates. There was the statement 
n all cases, that the public was not arouaed to the 

financial needa of the aituation - that they could do 
very much more - and that ia evidenced bf the increaae 
in depoaita of both businesses and indiv duala , 
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The deterrent• to the eal e of securities arise 
fran fear that existed in a good many places - fear 
that ia leading to boarding In, I tbinlt, halt , perhaps, 
of the cities that we Tiaited, on sane scale, and like­
wiee, leading to the piling up of bank depoaits in 
more than normal amounts. ~e fear , they say, for the 
most part, arises tram diso~sions of forced or compul­
sory savings or lending, which is translated into a 
feeling that bank deposita may be confiscated or frozen , 
or something of that kind. 

There i~ very little tal k of inflation . There i s 
some talk of the risk of a price decline in the securi ­
ties, either later in the war or afterwards . 

One banker figured that the two and a half's, if 
interest rates r ose as they did efter the last war, 
would go to fifty- two, and that bothered him . 

Redmnptions of E Bonds were commented on in cer­
tain places , and are expected to increase as a conse­
quence of Christmas shopping and taxes. 

I have a few specific suggesticns that were offered, 
but that covers the genera! outline. 

~r. Knott has sane comments on the publicity. 

MR. KNOTT: I will make this very brief. In eight 
of the eleven towns in which we visited bankers had 
cooperated in publishing the large Treasury advertise­
ment. In two others they bad published similar ada. 
In other words, in ten of t he eleven towns, the story 
of the new securities in the Victory Fund Drive had been 
told to the public in the local paper s by the local 
people . 

!a tar ae tree publicity, in six of the towns com­
plete atoriee bad been published; and in about three 
others fairly complete atori ea had been published. We 
saw a lot of placarda, of courae, on the E Bonds . ~uoh 
of the E Bond c-.paign was amazingly good, I should say, 
in ell the towns we Tiaited. 

4 
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In about twelve of the banka it appeared that a 
good to fair1y good job of oiroularisation of proapaot1 
had baan made on tha new aecuritiea. I think that 
covere the principal part. 

MR. BEL~: Do you mean they circularisad their own 
depoai tore? 

lffi. KNOTT: Yea, that ia right. 

MR. BELL: The banka did that? 

lffi. KNOTT: Nina banka had done t hat, and in one 
case, of course, the committee bad gotten together and 
picked out a few and started that . But in about four 
or five cases they intended to do that, lump their 
prospects and get busy on a wider circularization . 
BUt it was just under way at the time we were there, 
of course, the early part of this month. 

H.lol.JR: Let me read this, may I? 

(The Secretary read the memoranda of Wr. Woodward 
and Kr. Knott, copies attached.) 

H.K.JR: I would saj thia was most ·useful. Wouldn't 
you aay you got quite a lot out of i t ? 

KR. ~DWARD: ! was tremendously stimulated by it. 

H.K.JR: The thing tha t surprises me ia that it ia 
going aa well aa it is. 

Now, Dan, what I would lika to do is this. I 
wonder - did you aaa the questionnaire that we sent out 
through the Caaptrollar of the Currency? 

MR. YIOOIJI'ARD: Ro, air. 

H.K.JR: We aent out acme information on that and 
we got very good - we sent them to one town in every 
State; we covered the whole country almost oyer night. 

5 
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I wonder if we could not take what Mr . Woodward has 
found here as to this scare busine ss, and fix u~ a 
t elegram which could go through the Caaptroller' s 
Office and ask them to do three cities ln each State -
not one, thia time, but three . Sea how current thla ia 
in the whole of the United States . It may be sectional. 

:llR. Wl ODWARD: It wae very spotty. There were some 
to•~• we got to where they eaid there was no evidence 
of it and the next to1ill, thirty m.ilea away, they were 
talking about it more than anything alae . · 

H.lo! . JR: What time are you leaving town? 

:llR. ~OODWARD: About eight o' clock this evening. 

H.W.JR: You certainly could fi x up - I think 
that ia more important right now than the advertis~ng, 
don 't you? It seems to me I woulo like to know - the 
thing you found ~artioularly about the hoarding and 
t bat - I would l1ke that to go out tonight yet, Dan . 

MR. BELL: That oamea from all over t he country. 
We have had an awful lot of l etters on this scare 
bueineaa - freezing deposita and confiscating savings 
accounts . 

B.ll. JR: . I think the only way to do ia to keep in 
touch with i t from week to week. Now, if it i e ae bad 
as this, I may have to ask the President to say some­
thing. I may have to get the President to say some­
thing. It won' t be enough if I aay it . 

6 

MR. WOODWARD: Of course, there are r i eke, obviously, 
in saying anything, because there are saae spots where 
it isn ' t evident, and saying it might stir it there . 

H.W.JR: There is no risk in finding out through 
the Comptroller 's Office . I mean, he can go to three 
cities ln each State . Be would have a bard time find­

_ing three cities in Nevada, wouldn't he? (Laughter) 
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lffi. BELL: They han been to Boi .. , I think. 

H.M.JR: Boise ia in Idaho. They could go to Rano. 

MR. BELL: Carson City and Reno. 

H.M.JR: I think one city in each State is enougb, 
isn 't it? 

lffi. WOODWARD: I should think two or t hree, con­
sidering the spottineas of the thing as we found it. 

lffi. KNO'TT: That is right. We found it moat pro­
nounced in Lafayette - we got to CrawfordsYille and 
not at all . 

H.M.JR: I would say two or t hree. I would Yery 
much like to have it go out today and give them two 
days to get it . 

MR. BELL: About the aame information or just the 
rumors? 

H.K. JR: I would form the queationa aa to the thinga 
tbeae people seem to be worrying about . Through other 
banka, aee if this is a national problem. 

Woodward can fix up a questionnaire. He can sit 
do•n--

MR. BELL: That would go out from the Comptroller' s 
Office, to let his bank examiners do it. 

H.M.JR: Yes, give them two days to do it in. 

YR. BELL: I am having a conference at four o'clock 
on that last question raised there. 

H.M.JR: War Loan accounts? 

MR. BELL: The FDIC charge. We tried to el.iJrinah 
it without legislat ion but could not do it, and we may 
hna to get legialation. 

1 
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H.M. JR: In the advertising end, are the banks 
furnished with leaflets which they can five out to 
their customers, describing these sacur ties? 

llR. KNO'I'l': Yea, they all bad those things, and 
they had, ot course, the initial advertisament. They 
were doing a lot th«msalvas. Some had prepared fonn 
letters on the new securities and sent than around to 
t heir oustomera, and they seemed to be doing a very 
good Job, as far as I could observe . 

H.ll.JR: In this questionnaire the main thing ia 
thi s scare thing. Then I would like toput in soma 
questions: One, bow much are the banks doing them­
selves; and two, through t he banks, bow much do the 
banks think the Victory Fund baa been doing in its 
community. 

There will be three things - t hi s busineas about 
hoarding, and all that goes with it. Then the question ­
a man goes in and says to the bank, "How much are you 
doing to sell?" and three, "How much do you think the 
Victory Fund is doing in your community? " Wouldn ' t 
that cover the thing? At least that i s what I would 
like to know. 

I don't think there ia much use of asking about 
advertising right now; that seems to be all right . 

llR. KNOTT: In the eleven towns we visited it was 
fin e - much better in the bigger cities in relative 
proportion. 

llR. WOODWARD: It seamed to me quite adequate . 

H.K.JR: Would that cover the thing? 

WR. ~QODIARD: I should think it would, yea, air. 

KR. BELL: Anyway, the advertising ia ahead of 
everything else, apparently. 

• 

8 
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H.W.JR: In the advertising end, are the banka 
furnished with leaflets which the7 can give out to 
their customers, describing these eecurfties? 

lilt KNOTT: Yea, the7 all had thou thinfs• and 
the7 had, of course, the initial advertie .. en • Tbt7 
were doing a lot thcaaelves. Some had prepared fora 
letters on the new securities and aent t han around to 
their customers, and thef sae~ed to be doing a ver7 
good job, as far as I could observe. 

H.li. JR: In thi a questionnaire the main thing h 
thia scare thing. Then I would like top1t in aome 
questions : One, how much are the banks doing tha­
selves; and two, through the banks, how auch do the 
banks think the Victory Fund has been doing in ih 
CaDIIIUDi cy • 

There will be three things - this business about 
hoarding, and all that goea with it. Then the question -
a man goes in and says to the bank, "How much are rou 
doing to sell?" and three, "How much do you think the 
Vic tor7 Fund ie doing in )'OUr caDIIIunit;r?" Wouldn't 
that cover the thing? At least that i a what I would 
like to mow. 

I don ' t think there ia much use of asking about 
adnrtiaing r ight now; that eeana to be all right . 

MR. KNOTT: In the eleven towns we visited it was 
fine - much better in the bigger cities in relative 
proportion. 

liR. WOODWARD: It aesned to me qui te adequate. 

H.li.JR: Would that cover the thing? 

liR. iOODI!RD: I should think it would, 1••, sir. 

JiR, BELL: !n7wa7, the advertising ia ahead of 
enrrthing the, apparently. 

• 
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H.ll.JR: In the adnrtiaing and, are the bankl 
furnished with leaflets which they can give out to 
their customers, describing these aecurftiaa? 

lffi. KNOTT: Yea, they all had thou things, and 
they bad, of course, tba initial advertie .. ent. Tba7 
were doing a lot tbemeelves . Soma bad prepared forz 
letters on the new eecuritiea and aant t hem around to 
their customers, and they seemed to be doing a very 
good job, aa far aa I could obeerve. 

H.ll.JR: In this questionnaire the main thing i s 
thi s scar e thing. Then I would like toput in soma 
questions: One, how much are the banks doing them­
selves; and two, through the banks, bow much do the 
banks think the Victory Fund baa bean doing in ita 
community. 

There will be three thinfs - this business about 
boarding, and all that goes w th it . Then the question­
a man goes in and says to the bank, "How much are you 
doing to sell?" and three, "How much do you think the 
Victory Fund ia doing in your caamunity?" Wouldn't 
that cover the thing? At least that ia what I would 
like to la!ow. 

I don ' t think there is much use of asking about 
advertising r ight now; that seams to be all right. 

lffi. KNOTT: In the eleven towns we visited it was 
fine - much batter in the bigger cities in relative 
proportion. 

MR. WOODWARD: It seamed t o me quite adequate. 

H.~.JR: Would that cover the thing? 

lllt v;oomRD: I ehould think i t would, yes, air. 

KR. BELLz Anyway, the advertising ie ehead of 
everything alee, apparently. 

8 
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KR. KNOTT: Yes, it far outstripped the Victory Fund 
activities in these eleven towns . 

9 

H.K. JR: In other words, how auch are the people 
frightened, and wh¥? What are they frighhned o!? 
How mucb i a tbe bank doing, itself, to ae.Ll theee things, 
and how much do the banks think the Victory Fund CCIIIllll.ttee 

is doing? 

WR. WOODWARD: There ia a little open end in there. 
Our impression ia that the banlte are willing and eager. 
They are not quite sure how to proceed - that there ia 
sane gap, as we said this morning, in the organization 
above these towns, between these towns and the Victory 
Fund headquarters in the Federal Reeerve citiee. If 
someone c1111e around to these towns end gave the banker 
a lift and a pueh - gave the organizations a lift and a 
pueh - it would epeed the thing quite a lot. The 
bankers are ready to go . Ie that not correct? 

MR. KNOTT: Yes, that ia true. 

H.K.JR: Wei!, Dan ia very busy, so I am going to 
charge you (Buffington) with this one. Eccles should 
have a copy of tbie survey we made through the Comptroller's 
Office . Haa he had that? 

MR. BELL: Yea, George baa a copy of it. 

it? 
MR. lm'FIIIGT<li: I have, but you want Eccles to have 

H.W.JR: I want Eccles to have it and then let George's 
shop take that and break down the information into the 
twelve Federal Reserve distriota end send it out to tbe 
president of each Federal Reeerve bank. 

WR. BUFFINGTON: We are breaking that down, now. 

H.M. JR: But Eccles should have it, and he ehould 
have it today. I am doing it thie way to eave you (Bell) . 
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'!hen, if llr. Woodward and llr. Knott atill han 
tiae after they ~et thia questionnaire, and llr. Eccles 
is atill a?ailabla, I would like you to take thea o?er 
to aee llr. Ecclea and give hia a similar report. 

liR. BUFFINGTON: If he is not available, shall I 
send him a copy? 

H.M.JR: He will be available. He works late. 
It ought not to take ao long to fix up this question­
naire . But I would like thNR to sse ir. Ecclea and 
give it t o him nrbally. Then I think what they found 
in thia district should ~o to each president of the 
twelve Federal Reserve diatricta . 

In other words, let's aer?ice Eccles and the presi­
dents - anything that I get along these lines should 
go to llr. Eccles and the presidents of the twelve Federal 
Reserve districts . 

liR. BELL: You will have to pr epare a rather careful 
letter , George, to the presidents. Some of the people 
might think you are enooping around. 

liR. Jm'FlNGroN : '!hey raised that question·. 

H.li . JR: Jnd so wnat? 

llR. BJFFINGiW: O.K. 

B.li.JR: I don ' t care, Sure, and I am going to do 
a lot more of it, too. I mean thia doesn ' t show up ao 
good for your (Buffington's) boys, you know. 

llR. BUFFINGroN: I think in tbia case we are a till -
theae man ware out during the fi rst week - the last 
three daya , I don' t know that they han gotten down as 
far l ast week as I hope they will be thia week •. 

10 

B.li.JR: That ia why I want to send out another 
telegram tonight, and have these men f rom the Comptroller'• 
Office go out into a hundred and fifty cities and ate what 

.,.. 
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ie going on. That ie the onl7 way. I can ' t cover the 
country, but that ia the only way I can do it to fipd 
out . But they oertainl7 haven't got going yet - last 
week. 

MR. llJFFINGTON: !hat ia right •. 

11 

.llR. BELL: When we started the;y adlllitted they wouldn't 
be able to get out into the smaller towns for a while. 

MR. BUFFINGTON: This week -ould be a better t eet 
for the localities you went into than last week. 

MR. HAAS: Murray Shields ia out this week. 

H.M. JR: Where ia he? 

YR. BUFFINGTON: He is in Ohio . 

H.M.JR: I want very much - what you men have done 
I know is not easy to do . When I do a little of it I 
am always more than repaid for what I get . 

ilR. ..OODI'!RD: I certainly feel so . 

H. W.JR: Don 't you feel so? 

MR. KNOTT: Yea, I do . 

H.W.JR: A.fter hearing it, Kr. Lemmon, have you 
got any new ideas on publicity or anything? 

MR. LEMMON: No, m¥ only intereat ie paat thia 
point - that some pl ace, whether it may be during a 
drive or just after, I thlnk we need to get more full7 
a croea- aection of America on these reactions. I mean, 
for purposes of helping lay the plana for the next 
drive, more than for doing anything apeoifical ly within 
this drive. Ordinarily, the beat time to get that in­
formation ie while it ia on people' s lllinde, eo tla t that 
becomea a little wider job, ba1ed upon t he tU.e factor, 
and the number of men who are getting the aample through­
out the country • 
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In other worda, b7 that JOU are able t o anragt 
down to the points that art iaportant, nationalq. 

12 

MR. 'MlOPURD: I can perteot.l7 ilugint that aaae of 
these oouunl tin aa7 bt auoh furthe r ahnd b7 the end 
ot this week. than they were last. 

MR. LE!.!MON: My on.ly other point, Mr. Secretary, 
is that the report you have had on these towns on the 
advertising publicit7- I see a great value in bringing 
pressure against the organizational aidt. There is a 
value T it ian ' t the tact - it isn't too bad that the 
promotion baa run ahead of the sales work,because of the 
fact that it ia out there and wi.ll put pressure on the 
sales activity . 

H.Y.JR: No, I aa not - look, ~ have said this 
before - I mean, everybody knowa that this is a big 
country, and I know the moat difficult thing of a.ll ia 
to reach the towns of twenty-five thousand, but t hey are 
the backbone of America, and whan you were selling flour--

YR. LEMWON: We were i .n there . 

B.W. JR: .And if rou had thou town a abed ui' you 
didn' t ban to worrr about Nn York and ita faahiona 
and changes frill day to day. Ia that right? 

MR. LEilllON: Q.Ji te r ight. 

HJl.JR: I mean, New York might be with you one day 
and against 7ou the next, but if you bad the towns of 
twenty-five thousand buying your f.lou r you were a!l rignt . 

MR. UWON: .And they ata7 with JOU. 

H.M.JR: Tbel eta7 with you and the7 don't change 
their minds ao often. That ia wh7 fOU have got to get 
these fe!lowa . Tbat ie whJ I am go1ng to do a job on 
Congreaa . 
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MR. LEUKON: If we carry thia forward aor oaa the 
country, get a croaa-aection picture, we needn't plan 
for i t, beceuse we have got the right men to go .into 
theae areas . 

13 

H.~.JR: I think that waa very worth while. I 
think if you can get together and show Ball the thing, 
you won't have to bother me with it, but just let thea 
work out something, Dan, and get these men out in the 
field again . I would like something beck from the 
Comptroller not later than Friday morning. 

MR. BELL: Would you give thea Wednesday and 
Thursday? That wouldn't j:ive the time to compile it. 
It takes time to compile 1t when it comea in from 
forty- eight Stetea. 

B.W. JR: Tell them I want it, anyway. 

MR. BELL: B,y the time it gets in the hands of the 
chief bank examiners tomorrow, end then they get t hair 
examiners out in the field, they will probebly lose 
tomorrow. Their examiners are out examining banks so 
they will have to pick ·them out and send them to cities. 

B.M.JR: Give them Friday end we will hope for 
Saturday. 

WR. BELL: They ought to have Wednesday and Thurs­
day, at leaat, to make the aurvey. 

H.ll. JR: Right . 

~R. BEll.: They get the report in h~re Friday sometime. 

B.M.JR: Wall, have you people sean Tickton's m?st 
recent figurea? Thia ia on the Victory Fund, isn't 1t? 

MR. TICK'ION: ·They are in the Chart Room. 

B.M.JR: While you are all here, let's go in there. 
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»-o~co 7, 1MB 

J'hl4 SIU'YeJ' ot Bolld Drhe 1n IorthVD Illdiua 
u&S Illinoh, »-o~co s-a 

aoope 

Blfl'en -uer oiti .. ra~iJis 1n d .. trca 10, 000 \qiW&1'4 • 

were v111ted 1n • •78 111le aotor trip wb1oh bepn at Pol't aJUe, 

Indiana, Tliurada)', Dec.aber S, and elided at Oh1caso, S&turda)', 

Dec.aber a. The citiee vUited in Illl11ana were Port W&JUe, 
BUnt1n8ton, Marion, Z:akcao, Losaneport, ~a)'ette, an4 

crawtordnilleJ tho .. in Ill1no1e were DaDville, (lbaJq)eisn, 
Blcominston and Streator. 

K)' interview• were entire!)' in the banke, moetl)' with 

the preddmte. xr. Georse Ho IDlott, ot the Victory PUn4 
ooaatttee 1n Oh1caso, wbo aleo ude the trip, vidted the newe­

pepera and ecme bankeo 

r!,..'ns• 

organised pereonal eolioitation ot proepecte ... not )'et 

underwq in moat ot the c1t1ee, an4 1n eCIIIe probabl)' will not 

occur. qu&llt)' end acthit)' ot Victor,. PWid Coeeaitteee n.n .. 
w1del)' and there are no coaaitteee 1n eCIIIe placu. In eaae 

citiea contuaion exiate ae to what ia axpected or •• to meana 

ot operatione. Koet banker• appear to r ealize that a bis Job 

lllll.et be done, and to be willin8 and easer to WOrkJ publloit)' 

promotion thrCJUSh the preee xr. nott will report to be sood. 
The detiohnc)', and I believe it to be .. rioua, 1e 1n organiza­

tion on a regional dietriot, etate or other baeie to lead an4 

to epur theae -uer citiee into activit)'. 

'!'he eeouritiee ottered are gener&ll)' l'egarded u adequate 

and appropriate. In a tew caeee one or more ot the tollow1n8 

three qualiticatiODe were madea . a) the 2ia 611-68 are long tor 

indirtduala, b) belike 1n tOWJUI -llco than the .. citiee are 
not attracted, and o) UZL)' banker• apeak wiettllll)' ot a "bettco• 

return. ecae contlleion ie created b)' the 11-UIIber ot iuuee, the 

variety ot conditione, end chan&•• wbioh have been ude. (I 
have the t.preeeion that •o•t banker• 1n the•• citiee v1 .. all 

.. curit)' eell1n8 attort, 1nolud1ns the B bonde, tosether.) 
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'!he bUIItere sonerall)' upeot a soo4 reaJ)CIIIl8e h'ca tho pabl1o, 

but 01'0 alaoot uMnt- that the pablio. 001114 led -ob -• 
to the 1'l' .. IIU1')' thaD 1t 11 do1JIS or 11 1U:al7 to do 1ll tbla 

drive. 'l'h• publ1o 11 aaid to bo ~•04 aa to tho OOY-ent•a 
tiDODciol need a and "people arOD • t 1184 •. Pal'aera aDd tho 
moderatolr wall-to-do, oapooiaUI proteaai~ people, were 

mentioned apooitioall)' 1ll anera plaoea •• port1oipattnc 
ina4equatel)' on • b .. h or obillt)'. P'UDISa or both iDdirtduala 

and buaineeeea are aocu.ulat1ns rapidl)' aa dopoaite whiob tho 

bankere generall)' tHl oould aDd ahould bo lent to the TreaiiUl')', 

and ecae banka baYe rooctlr or eoon will out tho rate paid on 

d epoeite tartherJ a tow bankore, howo•er, do not w1ah to aee 

deposita reduoed tor bond purchaeee, reeling that auch purchaaee 

ahould be ude rrca in4iYidual•a inc<lllleo A IIUIIber or banker• 

remark the 1111ob lower 1ntanB1 t)' or the bond selling ettort. 
in thh war than in 1917·18. 

A coneoquential poaitivo deterrent to security saloa appeare 

to b e tear or oc:aoth1ni• '!'hie tear 11 loading to what the 
bankere tHl ia conaiderablo hoal'41ng or currency 1n a IIUIIber 

ct tho placee Y1a1ted, (though in other• hoard1ni wae add to 

be noglisible) aD4 to the aecu.ulation or greater depooita than 

needed. Porood or compuleorr loana or eartnga diacuaeione were 
meet commonl)' aentioned cauaea, and aoao bankora auggeated 
vehemently that th1a be curtailed. SUch d1ocuaeiona, a0111e aay, 

are bo1ns tranelated ae a poaaibi11ty or bank deposit cantiaea­

tion. Price depreciation or aecuritiol in tho war or atterward, 

11 teared by a0111o, (inoludins eomo banke· -•tho it• would go to 
112 it ratoe roae aa they did otter the laat war•) aD4 •repudiation• 

waa mentioned 1n one or two plac••• Dltlat1on wae hardly aontioned. 

Rhins taxoa, or concern about tartlhor increaaea ar e like­

wise stvan aa a deterrent to aalea, now or later. 

In •••eral placea red-.ptiona or B banda were aeid to .be 

ocnaiderable, an4 Chrietmaa ehopp1ng and taxea were e~eoted to 

cause increaeod redemptione. 

other epeoitic eusgeet1oD.8 an4 cc-anta are lletod below1 

Tho ' •U8801tion ahould be made to raraere that AAA 

cheolr:e be put into war Bonde. · 

a.&Uor buaino .... ahould b e educated to put d eprecia­

tion and depletion reaervoe into ehort tara go•eruaent 
i .. u... (ODe banker eaid Bureau ot Internal Revenue 
pol1oy would d1eoouraso tble.) 

Banke a18ht bo aado i11uore tor P and 0 bond• and 
tax notH, in addition to B bcDda, to eave time, and 
per.bapa relieve Pod oral ROierYe bank I. 
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B boDd pledgee 1a earlier c-.palp -r• not toUoiecl 
up ao c~ttMa 414 not Jma. 'llbat people actuall7 414. 
In tbh dr1Ye aU pledgee ebauld be toUa.ed ~ aDd 
oheokedo 'fh1• could be done if purchaaeli are Mde tbrou8h 
b&Dka, or if poet office• will cooperate. 

B, p aDd G bOilda 111&)lt be .ada eligible aa collateral, 
ao that t-.poriJ'7 caeb needa can be aet 'llitbout nece81it7 
tor red-.ption. 

Bank clerka, wtlo are doing a~.oh work, 8bould be given 
aome recogn1t1on-- ba4ge, certificate, letter or aucb device. 

pore of bank atat•enh ebould be changed, ao u to 
avoid tere •notes pa,.able• or an,. aucb tendnoloQ wllioh 
lligbt cauee public apprebenalODo 

aca• reaantaent waa expr .. aed that 1n large ci tiN 
tbe V1ctoJ'7 pund c~tteea b&va federal tunda to PA7 
tor advertiaeaenta, but 1n ... ller place• banlte are 
expected to pay. 

PDIC ob&rge 111&)lt be el1a1nated on war LOan account., 
and perhapa otber type• or depoa1ta . 
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DuriDa the pe1'1od 0011U'ed bJ thh eunq (Deo-.ber a, ' 
and 15, 1942) the geoenl p~loll in theee 11 t- wa• d-.oted 
prlnolpallJ to •ale of tbe :1 bcah aDd the parroll allotaeot 
plan. BaZik•, aerobant1, clul)a aDd nn1pepera baYe been doln& 
an outatanding job 1D aiding in the war bODd effort. xewa­
papere were epon1oring tull•page oooperatiYe adYerti8 .. ent• 
signed bJ fr0111 116 to 60 local fil'll8 and 1net1tutlona. 

PUblici tJ on tlie 1~ plan wa• the prlncipel th•• of theee 
cooperative effol"t•• Placerd• were nerywhere. Local papen 
were contributing a1oh pu.bllcitJ epace to war bond• generallJ'• 
ManJ etore wlndowe had elaborate di Uld billboard• 

were aeen. 

* Port WaJDe1 IIUDtln&ton, 
crawfordevil~e, IDdian&J 
streetor, Ill1Doie. 

Karion, l!:okcao, Loganaport1 :tafarette, 
and Danville, Obaapalgn, B~oo.ington, 

I QI DI AIIIIPIIIIIIIII 

!.~v~;:~~;~!~f.~~·~~~~ID 8 of the 11 towna, bankl had cooperated about to publllh, the large TreaeurJ 
("The MOlt :t~~Portant Atmounc-ent ... •) • In two 

other towna (ltoka.o aDd HUntington), banke bad publl•hed thellt 
own adYel"tia•enta. 'fhh -ana that in 10 of the 11 towna 
adverth•eota had carried or would c&l'17 ln a da7 or •o. a 
good •torr of the new aeourltle• to the publlo. In one town 
(Danville) no advertll•ent on the new aecuritle• bad ~peared. 
It waa under conaideratian but the unwillingneea of one banker 
to participate waa the obstacle. 

I found onl7 one lnetanca (::tara,.ette) ln which a Vlotorr 
FlUid Ooaaltt .. had talked to banker• or the nnepaper• about 
the additional ••1'1•• of advertieement•• In a few town• we 
dld not get to aee the chaU.en of the local cCIIaltteea ao do 

not know what aotlan thq •7 have taken. Io nnapaper, a• 
tar u I ooul4 le&rD, mn of the additicaal eerle•• 

2. PUBLICITYa In e of the 11 towna publlcitJ atorie• 
ranging lrca COIIIplete to tairlJ'-OCIIIPlete h8d appeared ln local 
papara . .lll ••• to have originated with the local Victo1"7 
c<lllllaltteea. ID two othera ehorter on .. appeared and ln the 
other three town• nothlng ..... to bave appeared. 
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t. Ill onl7 ozw 1Datanoa (Blo~-
ton aea <me ~ the follow--up 
adverth ~· cme -• paid tor b7 the Stete 
Fal'lll 1naurance organ1aat1cm. It waa headed "Will the Patr1ota 
in the 17th CcmgreaaioMl Dhtrict Weet ~h1a Cha11engaf" I did 
not get to tellc to the paper ao cannot sa7 it the insurance 
c0111Pan7 got the oop7 trcm the CODaittee or not . 

5. CIRCULARIZATIOih In about 18 banka it appeared that 
proapecta ?or the new aecur1t1ea had been circulariaed. !hie 
c1rculariaation ranged rra. uae ot the ottioial circular to 
form lettera to sl1pa enclosed with announo•enta of atoppiJ:18 
interest on time depoa1ta and urging investment• in goveraaent 
aecuritiee. All banka received the ABA tolder as well aa the 
treaaury material. 

•••••••••a••••••••••• 

80!118 Gmeral Conolueiona 

The 'B bond promotion in theee 11 towns baa been excellent-­
there can be no doubt ot that. Par the Vioto1'7 Plmd Drive 1t 
aeems to have been good whm c~red to scma large cit1 ... 
(Bxaplat 1n Chicago tolloring the tull page lfOY•ber l!Oth 
a4vert118ment--publ1ahed in nwe ot the 11 town. v1e1ted--onl7 
two banlca followed uP with 1ndh1<Nal advartia•enta on the new 
secur1tiea. one meral7 ea1da -su7 Vioto1'7 Loan aecuritiee. 
Subscript1ollll entered b7 banka without charge. " The large 
TreaaU1'7 announc-nt which we tound publ1ahed in 8 of the 11 
towns Yieited did not appear 1n Chicago nor baa aD7 of the 
othara. Tbua. on a co.parativa baai•• theae 11 towna baYa 
done a .far better Job than Ch1oyo. 

There oan be no doubt that the publ1oit)'• adYertbing 
and general pr0111otion in these 11 towna hal outstripped the 
actiYitiee o.f the V1oto1'7 pUnd oommitteee. and that undoubtadl7 
much o.f ita a.ffeot baa been loat by ina.f.fective organizaticm of 
theae oo..tttaaa. Tbia ian•t true ~n all caeea. aa .for ~le. 
tafa7atte and• to an extmt. BlO<aington and StrMtor • 

••••••••••••••••••••• 

1. A public atat•ent trc. acaeona 1n high autbor1t7 might ba 
helpful 1n atopp1J:I8 needle .. hoardi%18 o.f ourrm07 1n safat,-

• 
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depoait box... '!hie Yin na QPr .. aed 1D tlll'ee ar tour 
inetanoea but na aoat pr-ed 1D Lata7ette. 
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2. The t1llle 1a neu17 ber.--or .. ,. be her.-- to ael'1oual7 pl.ul 

tor a -oh wider uae o1' •eoe leather bripdea•. IIUJ' ballkera 

expreeaed the rtew that b&Dica will, in the and, baYa to bu.7 .ora and 

more war bOlide; ud that na:t J'Ml' the WAl' t1Duot.na attart will 

require tar greater bOila.-to-bouaa aolioitatiODo a-a baYe done 
this with the Ee with great euooaee--notably champaign. 

s. stop rapud1ati01l talk. '!hla eort or auggeat1on .. , beard 1n 

only· one inatuo.--and thh caea appeared to b e ot a aoaewhat 

political nature. The banker interrtewed ae811led to think •wute 

in goverament expenditure•• .. , hurting aalea, that what he 
teraed •repudiation talk• ... a deterrent and that the ratea 

on the new otterina• were too low. (B1• bank had depoa1ta of 

$6, 800, 000, loana of $11000,000 and $2,800, 000 in gonl'Daenta.) 

4. · Devin ccae mean• to JU.ke farmer• buy more bond a. Th1• ~p 

1a the conap1cuoua laggud .. , the COB!Pla1nt heard in towna 
where agriculture predomlnatea. At leaet tive banker• 1n araaa 

where .t..t..t. paymenta are heavy relt eomethina llhould be done to 
induce ral'lllere to buy .. r bonde-- and -.hat can the Trea81117 do 

about it•. That they are buy1Jl3 relativel-y tew now aeeaed to 

be the general op1n1on • 

•••••••••••••••••••••• 
Additional comment 

1. Practically all ot the banker• I intel'Y1ewed are keenly 

intereated in helpina 1n every way they can and realise their 
a nuaber or caeea, however, .... to 

the •v••~•-~•• tor proaot101l and advertiai~g which 
clearly exiat in theee towna--and which aeaa to be available 

juet tor the aakiDS• 

2. Do bmkera know the aecurit1elf Thoae I 1nterYined 

eb owed a good knowledge of the deta1le or the otrert.na• and 
bad der1n1ta opin101le about the 1nd1Yidual iuu... D1 only 
two caaea ... tb1e not tba caaa. 

Dec-.ber 7, lV42 
George B. IDlott 
One worth Lasalle 
Oh1oago, Ill1Doia 

Street 

• 
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WAR BONDS 

Re : North Carolina Speech 

Present : Jlr , White 
)lr , !uhn 
)(r, )lager 

De caber 7, 1942 
5:00 p.a. 

(First draft ot speech attached. ) 

IIR. !UHN: On page aix I han done a little 
injustice to the emplo7era in not complimenting thea 
on their part in the pa7-roll snings thing. I can 
fix that one up eaail7. 

20 

H.M. JR: I like the part where it a~s, "And I 
like to feel that the new relationship between labor 
a.nd management whioh has been shown so magnifioentl;y 
in this War Savings campaign is helping to build the 
post-war world rignt here and now. I like to feel tha.t 
it is setting the pattern for an era in which labor and 
industr;y will work side b;y side for their country's 
good and tor their on. • 

IIR. lUHJj: I think I will out out the business 
about the IJ.bert;y Loan be ca. use it ia gratuitous. 

H.K. JR: Well now, Ferdie, let me just talk a 
little bit, because I don•t think that ;you have given 
me what I want. I don't know whether I can do it at 
this hour; but I will do the beat I can. 

In the first place, the thing tha.t I am tr;ying 
to get over - some ot the men here said that it takes 
three hour s--

(The Secr etar;y held a telephone conversation with 
)(r , Wb.i te. ) 
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JIR. XUHN: I steered any fr011 the il1flationt.r7 
stuff purpoself. 

.21 

H.U. JR: Do you mind if I could just - I have 
something that I would like to get over, and I think I mar be able to ~et it over through the mouth of Harry 
White. Let me Just try an experfment, see, because lt 
took them from three to four hours to get over a new 
idea to him. He has got it now; let ' s see if he can 
give it to you. 

Just the other day when I had this man from 
Hollywood doing the two-reel picture, I said, ~ould 
you mind repeatinf to Wr. Skouras what I told you?• 
When he r epeated t , he didn't get what I meant at 
all. 

I mean, they have taken from three to four hours 
to get over what volunteer pay-roll deduction can do. 

Now I know Harry hae something, and L want to see if he can translate that into words . If he can, that 
is what I want to get over to this audience. It took 
three to four hours b7 the War Bond people to explain 
it to a man like White, who wants to do awar with the 
volunteer - what did he get out of that four hours the 
other day, you see . I mean, there either is something 
here which we have not said at all as yet t o the American 
public about the volunteer, or it is not worth saying. 
I am not saring that -I mean, it is this chart which 
constantlf increases, up to three hundred fifty - the 
number of people . 

(Mr. Whlte entered the conference. ) 

H.M. JR: Harry, sit down. I would like to use you, 
if I can. Harry, this is a speech for Winston-Salem for 
Saturday night, where I am going to talk for ten minutes 
on the air on the pay-roll deduction, in the home of 
Robert Dougbton, 

Now, 'llhat I am groping for is this: I wanted to 
try - I will tell you quite franltly what 1 want. I 
think there is a message which we have not ~tten over 
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to the public on what the volunteer haa done. I mean, 
the steady growth, and ao forth, and eo on. 

I know you attended a meeting here the other day 
which lasted three or four hours. Now, as I told these 
people , I know how you feel about the volunteer plan, 
and I know how you feel about compulsory savings, and 
I wonder if you would be willinf to aay what you have 
now that is new and which you d d not know before about 
the good points of the volunteer plan. Do I make ~self 
clear? 

WR. \~ITE: Perfectly clear . 

H.lf. JR: What is there in the flan which was new 
and which, after you thought about t, was worth while 
that you didn' t know about before? 

MR. WHITE: Chiefly two things - two simple things. 
One is the rapid and substantial increase in the number of 
workers whom tqey have obtained subscriptions from; and 
secondly, the increase in the average subscription which 
each one has contributed. 

It seeu from the figures that you are approaching 
the mnim1m that you could hope to get, and I would uy that 
from the point of view of evaluating the pay-roll savings 
plan you are approaching a hundred percent perfection. I 
didn' t think it was aa good aa that. 

I don't think that the public realizes that so good 
a job has been done in the number of people that you have 
reached that you ha~e a right to expect to reach. There 
are a great many whom you liave not reached whom you knew 
from the beginning that you probably couldn't reach. 
There are aamlnlstrative reaaone ~you can't get a great 
many of the small concerns and self-employers. But for 
the number of persons employed in concerns having more 
than fifty or a hundred employees; I think that you have 
gotten an unexpectedly large proportion of that group, 
and I think that that group has contributed a larger 
percentage than I would have expected they would have. 
On both counts it was news to me. I suppose those 
figures were available at any time, but I didn' t happen 
to see thea. 
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H.K. JR: You sse, let me go back to thie--

KR. WHITE: There are some others, but the others 
are leas important. 

H.K. JR: Go ahead. 

KR. WHITE: One was that there was a smaller 
proportion of redemptions called for than I expected. 
Another factor was the rapid increase in the t.ent.y­
five-dollar subscriptions as against the almost parallel 
curve of the nry hll!h denominations, showing that the 
progress is being maae where you want to make it moat, 
namely, in the low-income group. 

' 
Those are two other points . 

H.K. JR: Let me just talk a minute because this 
is aort of new for Uage~, and you (Kuhn~ have lived . 
with this so long it is an old story. 

When we started 'out with this volunteer plan, in 
the first place , the thing that appealed to me the 
most was that it was a Tolunteer plan and that through a volunteer plan we could aToid some of the mistakes 
which were 11111de in the first war when they had the 
quotas, and so forth and so on. 

I realiBed perfectly that there would be certain 
people that we would not reach, and I always remember 
the President referring to some old fellows in Hyde 
Park and a talk he had with them in the early days. 
He said, "Jim, how ia this thing going?" He said, 
"Mr. President, where I live, •Violet Avenue, HYde 
Park, a third of the people volunteer to buy; a tnird 
you han to work on, and a third are very ditficult.. • 
So he said, "Is that satisfactory?" He said, "Yes, 
it ia; that is what I would expeot, and that ia about 
what it is . • It has not changed very much from this 
old fellow - the town gossip at Hyde Park. 
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lfa~r, I realize perfeotl;r that 1111,1be there is a 
third that will never bu,r an;r bonda, but in weighing 
this thing I weighed the thing nr;r, nr;r carefully 
aa to whether it is worth getting the third to volun­
teer. The more I have thought of it the more it 
seemed to me that it JIJS worth while. 

I think in order for you (lager) to get a thing 
like that, you ought to go over and talk to some of 
the people in the Labor Section. 

liR. KUHN: Houghteling. 

H.lL.JR: !nd his boys under hia. Wolt is a good 
one . You ought to talk to thou people because there 
is nothing in the war ertort that I know of that has 
come to ~ attention which Labor gets as much satis­
faction out of as they do out of this. They are very, 
very proud of this ·thing. 

As we have gone along in this war, less and less 
things have became volunteer. The President has 
stopped tha volunteer enlistment in the NaV)"; you can ' t 
enlist an;r more in the NaV)". You look over the things 
that you can't decide - how much gasoline, how much 
rubber. .&nd when you get all through and done about 
the onl¥ important thing which is lett in the war 
effort which JOu can ma.Jce up your own lllind on is how 
;rou can innst 10ur monq t.nd I think that thing is 
worth saving, provided, aiwa;rs, that we find that 
there are other devices to take care of this gap. 

Now, we- are in the aidst of atud;ring it, aud I 
don •t want to go down and argue that this is the 
answer because I don ' t know whether it is the answer. 
Even if they reach th• maximum I have grave doubts, 
but at l.,ast I think the American public and the 
people ~o have worked ao hard, not onl;r in putting 
the thing over but the people who have volunteered, 
are entitled to han ae, as Secretar;r of the Treaa1117, 
present the case factuall;r . 
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J.s .U Smith used to •ar so adllirablf, "Let • s take 
a look at the record." Set? Let's take a look at the 
record. Now, lhe.t is the record? And I want to take 
a look at the record. I want the J.aerioan people to 
take a look at the re·cord. . 

I do not want to be down there pleading, but I 
do want to tell the sto1'7 - "Take a look at the record." 

'!'he r:ronal satisfaction that these people get 
out of do this thing - I have said over and over 
again that he 1111.n and the woman, the wage earners, at 
home at their firesides, should decide when nobodf is 
around how much the7 want to bu7, and so forth; and 
once having ude that decieion that is what I think 
goes towards building up 111orale c d belief in the war 
effort. They decide they want to do so much, then 
they go ahead ai¥1 do it, and that is their decision. 
He.ving done it voluntarily is worth a thousand ti~~~es 
having to be told that they have to take ten percent 
by law. 

Now, what I want to do - ai¥1, u I say, I have 
not got 1 t here - I ~~~ean, you have worked with 111e 
before, and there ie no use being - I JDean I onl;r 
slow you up by t!'7ing to be overpolite . 

I have not attended these 111eetings, but the li&D 
who oan gin you the things the best factually is 
Tickton. He gives the thing factually, and that is 
all I want to do, because I uy have to rec~nd it 
to· the President . He mq do soJDethlng else, but at 
least I want to state the case. 

I mean, here is a plan. It is just like the 
only thing that I have loaned 1111 nau to outside of 
the Treasul'1 is that I am Honorary Chairman of the 
Self-Help Cooperative of washington. It is a syste~~~, 
and I believe in it and I fought for it. We made a 
success of it. It is a place where people work and 
have an exchange of work. It is a systm, and it 
works. 'It would han done wonders with it if Hopkins 

" 
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and his people would haw let us do it. There 1a a 
eyat1111. • · 

Nciw, I 1111 not eaying that all relief should be 
self-help, because it ia a very difficult technique. 
But at leaat it was a $,1Stam. It had failed in 
Californiai it had failed in Ohio; .but right here in 
Washington under the shadow of the Capitol it h'&s 
worked. ' 

And thl e thing has worked, and 1 t 1e gradualll" 
getting up to the point where we will approach thirt)r 
mil lion people who will be doing ten percent. 

26 

, Now, all I want to do is to hen it sink into 
the head of Jlr . Doughten and the heads of the people 
who advise Kr. Doughton in the coiiiiiUility that he line 
that here is solll8thing cypicall,y Araerica.n, typic&ll,y 
of the people, typicall,y of the ~sees, which-they 
believe in, which has worked; and before they dhcard' 
that thing they should weigh the thing vecy, vecy 
carefully. Is this thing worth saving, or should we 
through another ejlict of Confess throw this thing 
completel,y aside . -we have a least, I think, agreed 
here - Harcy can tell you - that if we do the forced 
savings it pretty well throws this other thing in the 
ash can. 

)It, 1HITR: 'lhe voluntary PIT-roll deduction 
plan, definitel,y yes. 

MR. KUHN: That is the heart of it. 

KR. MlGKR: But there are other alternatives 
enn then. 

J.IR. WHITE: 1.fa1 I ·~ I 1111 a 11 tt;te bit fearful 
ot that kind of a speech. I would not lqlow until I 
had seen it, but it looks aa thouen you are defending 
it when you can see, even, a hundred perce~t success­
and you certainly ere elosel,y approaching it - ~ou are 
still left, untortunatel{, with a progr1111 that 1a tar 
froa adequate. 1hat is he trouble. ·· 
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You hen dCile a nell job at it, but the de&allds 
have rleen eo that even it ever7bodf gave ten percent -
not only the workers - it would be t ar leas than what 
70u ne•ded. You would onlY get a total ot ten billion. 
You are getting almost that - 70u are getting aix 
billion. 

MR. YlGER: Here is the point, though. It has 
been taken tor granted around here - and I am rahiDg 
a theoretical question now, not raising the question 
that is involved in the speech alone - it has been 
taken for granted that a new program in 1943 will 
inevi tabl7 ~~klace a volunteer savings program of this 
type. I th" that has been more or less based on this 
!lew. proposal that has been gotten out b7 the Tax Re­
search people. 

I do not think for a moment that it ia necessary 
to replace voluntary savings even under a new program. 
That is, if you develop your ideas in regard to 
expenditure rationing, for instance , I t hink it is 
perfectly possible to retain voluntary savings and 
still have it . 

I don ' t want to go into that now, but I really 
think 1t can be ~one. 

l.IR, WHITE : What is more to the point, I think 
that if 70u make a case" like that down there you may 
find that it will not be long before 7ou are reco~ 
mending aamethiDg else. 

Now, I think that the speech could be - and maybe 
this 1a what you have ln mind - it could with a little 
twist show what a 1110ndertul job the workers have done, 
what a wondertul response they have madei that out of 
a maximum you did not hope to get more tnan llhatever · 
your maximum we.s 1hat you hoped to get; practically 
every worker is contributing, and almost full ten 
percent; that it every citizen had made as much of a 
contribution with respect to his needs as the worker 
has - well, I don't know whether you would want to 
aq that - your problem would have been at least more 
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near]J' solved, blt in lliJ' cue, without comparing th• 
with anybody else, thq han doue a -.rnloua job. 
Ther have responded in a perfectly 1plendid fashion 
to the progrllll. You oan say that without attempting 
to evaluate it in tenas of replacing it with aaaething 
else, 

H.M.JR: Let me just Sl7 thia. I want to caae to 
what I originally wan£ea to say, which I have not 
mtntioned yet at all. It we are going to talk about 
this thing, I think we have got to talk in tel'IU of 
llhat the whole borrowing progrllll is . I th.ink you have 
got to mention it. I cannot fo on the air in the 
middle of the Victoey Fund dr n and not sar something 
about the nine- billion-dollar drive, and as of Frid&T 
ni~t we have got seven billion dollars, or whatever 
it ia; sixty percent of it from non- banking sources, 
and so forth; and tba t the thing 1a going very nll, 
and so forth and so on. I mean, I don't think that I 
can just totally disregard it. 

UR. WHITE : No, I think rou can say that, too. 

KR. KUHN: It is in here. 

H.K. JR: I think, in tact, if 1n1 are going to 
talk about financing, the borrowing rather than the 
inflation~ end, then I think you ought to open up 
and say, •Ifow, gentlemen1• of course we are in the 
midst of this so- called viotoey Fund ~in where we 
are attel!pting to borrow nine billion dollars. The 
first two weeis we have been two-thirds auooess~l, 
and we have been able to get aixt,r percent outs1de 
ot the banks. • s., llhat we are teying to do, and 
eo forth and eo on; then go on into this pay- rlJlit 
thing. ~t I just can't go do1111 there ana avo • 

KR. KUHN: It ia in here. It oan be a~ded to. 
It says, "the Treasury ia now engaged • • • --

liR. WHITE: 'lh1 don • t 70u malce that a r eport · 
by you to those people - in other words, • I know you 
will be pleased-

28 
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H.M. JR: 11&7 I just - the an who 1a presiding, 
Yr. Hanes--

:lit. WHITE: John Hanes? 

29 

H.M.JR: Ria brother. He was president of the 
American Bankers. He ia the fellow who attacked the 
President in .his speech, &lt tJJ:fWaf, the point is that 
in the first place the7 sa7 he is the closest man to 
Doughton; number two , he is the ohai~ of the Viotor,r 
Fund regional eollllllittee; and he is ohail'll&ll of the 
dinner. So there fOU have got )io, Banes • 

. Now let me go baclc. What Ul I going down the!'e 
for? Some of you people uy understand this; a011e of 
you ,...., not. I Ul going down there to "schmeichel" 
Mr. Doughten.- Now, I want to do a good job of it. I 
told the President about it . He is tickled to death. 
He said the Cabinet should go to the field and go to 
the aongressional districts instead of sitting here 
and being shot at. 

I am going into this !ell ow's district a little 
bit the way you would - to do a job on hill. Now, I 
will be on the air, and ao we li&Dt to keep sigl:lt of 
that all the timei and that ia why I 1.111 going there 
instead of the Hotel !ator. 

Now, let ae just completelY take this and go to 
another traclc - another railroail. 'l!lere ia another 
thing that I would like to do, and I do not know 
whether this is the place to do it at all. 

Now, this ia in the ro0111 hen. Partioularlf 
after spending last night with the President aDd 
having him talk to 1118 the way he has not talked for 
fears - this ia in the ro0111 - it was moat encouraging. 
He ia going to sound ott the Wlf he hasn't since · ~3, 
and he lias made up his mind that now ia the time, 1n 
January - in the next six montha - to get what he 
wants in the w.r of New Deal legislation !or the rest 
of hie tera. He ia going back to where he was in ' 32 

.. 
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H.K. JR: 11&7 I just - the -.n who is presiding, 
l!l'. Hanes- -

~. WHITE: John Hanes? 

29 

H.K. JR: ms brother. He was president of the 
American Bankers . He is the fellow who attacked the 
President in .his speech. &t tll¥Wa1, the point is that 
in the first place the1 sa1 he is the closest man to 
Doughten; number two, he is the chairman of the Viotol'1 
Funa regional committee; and he is chairman of the 
dinner. So there 10u have got llo. Hanes • 

. Now let me go back. Wh&t am I going down there 
for? Some of you peoplB •1 understand this; some of 
rou -.q not. I am going down there to "schmeichel" 
Wr. Doughten. - Now, I want to do a good· job of it. I 
told the President about it. He is tickled to death. 
He said the Cabinet should go to the field and go to 
the Congressional districts instead of sitting here 
and being shot at. 

I em going into thia fellow ' s district a little 
bit the war you would - to do a job on hia. Now, I 
will b. on the air, and ao we RDt to keep sigl!,t of 
that all the timei and that ia why I am going there 
instead of the Hotel Jator. 

Now, let ae just coaplete)J take this and go to 
another track - another railroaCI.. There is another 
thing that I would like to do, and I do not know 
whether this is the place to do it at all. 

Now, this is in the room here . Particularly 
after spending last nildlt with the Preaident and 
having him talk to 118 t"he wa1 he baa not talked for 
years - thia is in the room - i t wa. a most encouraging. 
He is going to sound off the way he hasn't since '33, 
and he lias made up his lllind that now is the tiae, in 
Janual'1 - in the next six months - to get what he 
wants in the ~ of New Deal legislation for the rest 
of his tera. He ia going back t o where he was in ' 32 
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in hie thinking. I mean, I hnen' t heard him talk 
that way and haven't been ao encouraged, I said, 
"U&rvelous , you took me to the tope of the mountains.• 

Now, I made a speech at Worcester, Kaasaohusetta, 
where I talked about feeding the people, the world, 
and so forth and so on, that you oan look up, lhen 
they. appointed Governor Lehman they quoted from it. 
I t was long before Wallace's speech about the milk. 

I am just thinking about the possibility of, 
instead of doing this all financing, doing a philo­
sophical speech. 

JlR. WHITE: In North Carolina, in this place? 

H.M. JR: I don' t know. I have got it in me, 

MR. KUHN: I tried it last week end, and you should 
do it; but I think that in Doughten's district, with all 
th~e conservative . fellows around whom you are appealing 
to - I think i t would be too bad. 

MR. YAGER: Do you k!low what I was thinking of, if 
I may say a word or two, ~a is what I was thinking of: 
The objection to this sieech is not that it is non­
statistical. '!'he fact s that it ia statistical but it 
gives the same stuff over again. It I understood what 
you were saying - trying to say, as you would put it -
trying to get over the idea that voluntary savings, even 
if not adequate, and even thouRh we may have to supplement 
it or replAce it, did contribute something concrete. It 
is that Which it did contribute Which represents the impor­
tant thing which should be atreaaed; that ia, that this is 
in a sense an assessment of the voluntary program. 

Now, I think the only way that can be done - it is 
not in broad, philosophic terms, aside from the audience -
in any audience it should not be done in broad, philo­
sophic terms - the only Waf is to make it human, and 
that is what it is to me . It must be done in terms of 
individual cases which we must rake up - what did it 
do to this family, to that familJ, What did these people 
do, what are they doing for the post-war period in the 
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ny- ot lqing a"'.f savings, in what D f did it change 
their habits ! r om what they- were before, in what wa, 
did it make them better citizens as a r esult of par­
ticipation. Do you"see what I .. an? llake it human. 
Now, we, of course, . here, don' t 1cnow - I mean apeoifi call¥ -
but there are way• of finding oat . That is, we have 
avenue~, we have the material we can get. 

H.K. JR: You can ask Krs. Forbush to get it . She 
i.e in the Correspondence Section a.nd can get all those 
letters out. 

KR. MAGER: That is the kind o! speech that should 
be made on the radio. 

KR. WHITE: I have a little different idea, Mr . 
Secretary. I think the objectives should not be mixed. 
In other words, I think when you shoot at two different 
goals, neither one is struok successfully. I gather you 
are going down there for a definite purpose . You have 
picked out his district, and when you go away you want . 
Bob Doughten to feel that you have done a wonderful job 
for him, and the f ellows on t he Vlotory Fund Committees 
will sq that you have done a wonderful job . The fellows 
against you will say, •ae isn't so bad a guy after all. • 
Everybody- will be pleased with a speech like that. It 
has got to be ninety pe.r cent applesauce of one· character 
or another, but valld, and ten percent of anything else 
that y-ou want it, but 10u don' t attain any other objectin 
than that. 

Now, the other sort of speech that you want to mAke, 
or, there are two others - the one that you suggested 
is an entirelJ' different kind, and it should be before 
an entirely different audience and should not be mixed 
up, because I don't think that kind of a speech would 
be as euccesaful. 

H.K. JR:. The othe·r speech should be given at 
Olapel Hill. 

IIR. WHITE: That ia right. That place is waiting 
any time you are ready-. 
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B.K. JR: But that ldnd of epeeoh - the New School 
of Social Research, or something like that--

YR. WHITE: There are better plaoea than that. 

H.M. JR: Are ;you through, Harr;y? 

YR. WHITE: Just one fur ther thought. 1 third 
speech - .this question of what - ;you can't apeak of what 
the bond program did, because the minute ;you use the 
past tense the;y will assume that ;you are pronouncing 
the headstone on it. · 

llR. MAGER: There are wa;ys of doing it; it all 
depends on the treatment. 

H.Y. JR: I think the point is that I am going 
down there, and not onl;y am I making a test case, but 
I would like to show the President - we can talk here 
ver;y muoh in the room - Leon H~nderson has gotten him­
self in such a position that he is practically useless, 
Now, the;y were going to tr;y to do that to me through 
taxes, and I have not let them do it. Without being 
conceited, I am a better administrator, and I think I 
am better on public relations. 

But when the President of the United States wants 
to get a bill through Ways and Means, he can't get it; 
he has lost his touch with Bob Dougbton. It isn't just 
for me, I am doing it tor the President and for some­
thing else . I f he deoides, which I think he will, that 
he is going all- out tor social aeourit;y, he has ~ot to 
have Bob Doughton in the f rame of mind th&t he w1ll 
push the thinf. And he has practically made up his 
mind that he a going all-out on sooial security. I 
have had two or three talks with him on it. 

So I am .foing down there to soften this fellow up, 
and I want - f Mr. Robert Hanes ia the man who is 
oloseat to him, I have got to pay m;y respects to him 
and his Victory Fund Col!llli ttee, and I have got to pa;y 
m;y reapeota--
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I!R. WHITE: 
(Laughter) 

• • • to hie bro~her, while he waa her e, 

H.K. JR: No( that is too much; I can't swallow 
that. (Laughter } 

But you can say something. 1.n the district which 
contributes. so man, hundred• of millions of dollars in 
taxation throuin cigarettes - I don't know, but p&f 
your respects £o the district - say that Winston- Salem 
contributed so much. . 

KR. WH1TE: It is one ot the popular places with 
the Treasury because it yields the most revenue. (Laught~r) 

H.K. JR: Say something like that. As long as I 
am going to go down there, I want to do what White said. 
I want Doughten's chest to expand three inches, I want 
Robert Hanes to say, ~ell, Korgenthau is all right; I 
was wrong. He has let bygones be bygones, ·and I am 
tickled to death that I am chairman ot this Victory Fund 
Committee," and so forth, an.d so on. 

Remember, you have a most peculiar district. You 
have a district there from the western hills of North 
Ca.rolina that is one ot the moat primitive bootlegging 
districts - I mean, really this old English stock, two 
or three hundred years old, and down through to Winston­
Salem, where you have Robert Hanes, and so forth, and 
so on. 

So you have an unusual diatrict, and I am on the 
air from coast to coast - but I don't think that the 
first draft does that, and I don' t want - I didn' t want 
to bring in "over here" and "over there." 

KR. WHITE: Do you have to be on the air from coast 
to coast on this? 

H.II. JR: Yes. 

KR. !IJHN: 1hat is the difficulty. The program on 
which you are appearing is called, every week, "Over Here . • 

Regraded Unclassified



- 15 -

'Ihat is the title of our St.turdar night Blue Network 
program. The subject matter of that program ia the 
wonderful things that ordina17 people are doing over 
here to help win the war. '!hat is whf I brought in 
that device, "over here• and "over there . • 

WR. WHITE: lllhat the ordinarr people are doing? 

UR. KUHN: 'Ihat is right. 

34 

KR. WHITE: Is there anr rossibilicy of tring in 
along with thia - nobodf hae g ven the Congressmen &!If 
credit - not that ther deserve anr credit - (Laughter) -
for the work ther are doing. '!hat might be a veq 
appropriate place to spend a few minutes to 88.11 Here 
ia Congress.IIUII Doughten, at his age, and nobody appre­
ciates the work that he does. " You know, rou can stretch 
it out at great length, make it a plea for all Congress­
men, and sar that no credit is given to them, which they 
deserve, for sticking their noses to the grindstone 
through the hot summer months and through the cold 
winter months , and so on. 

!JR. KUHN: ihat goes in all right. What does not 
go in, to 1111 mind, ia a statistical discussion of the 
inflation problem, or a statistical repor t ~d assess­
ment of the voluntarr savings thing, at \length. '1hat 
ia not right for this kind of a radio talk, which will 
be heard, remember, by millions. 

H.L!. JR: But you can sq that rou have twency- three 
million people, and that that is increasing from month 
to month. I would like to get that picture of that 
chart. '!hey have everything from six to seven to eight 
percent, and that rou harr e got. 

!JR. KUHN: '1hat is easy. 

H.M. JR: And that you have these industries where 
some of them have gone to seventeen and eighteen 
percent, and this thing is steadily growing, growing, 
growing. We have been at war a little over a rear, and 

• 
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contrary to the laat war, we have not got the silk 
shirts here, and 10 forth, and 10 on; and the people are 
sning money, and ao forth, and 10 on. But I think thia 
idea of Harry' a, the Congreuaen han paaaed this legh­
lation which has aade it impossible for people to buy the 
new automobiles, and tO iorth, and ao on, and we are not 
going throucll the tJrency-five dollar silk shirt era th& t 
we did the last time, and Congress saw the thing in 
time, and so forth, notwit~standinP the faot, as Kr. 
Doughten says, ~at is inflation?" 

KR. WHITE: He probabl7 couldn't hear you if you 
answered. 

H.K. JR: When I talked to him about the hi~ coat 
of living, he said, "Henry, you don't understand it. 
In our district we just get a little bit higher prices 
for stuff, and we llke it. • But I thillk, gentlemen, 
that White aummed the thing up. The first thing to do 
is to please Robert Doughton; never mind the rest of 
the country. But in pleasing Doughten, we ce.n please 
the other six hundred Congressmen, whatever they are, 
and I would be the first man in the Administration to 
come out e.nd S&:f a good word for a Congressman. 

KR. WHITE: You can do it for him because he 
typifies- because he ia very old· - he has been there a long time, and he ia chairman of an important com­
mittee, Therefore, in praising him - I mean, it is 
quite appropriate, it seems to me, to use him as an 
illustration, give him the personal praise, and through 
him, some word about all the Congressmen. 

You can also take- that opportunit,y to do what I 
thillk you said, Say that you are t&ldng that opportunit,y 
to report to the Nation on the state of how this bond 
issue is going. You know that the1 will be - you are re­
porting to them on how this nine-bi llion-dollar issue ia 
going - the biggest thing that baa ever been done in the world -
a.nd you would like them to know that as of an hour ago--
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H.K.JR: I think the way to open the thing up ie 
the wa{ I did in Virginia, where I opened up the addreu 
and pa d mf respects to mf good old friend ·Cliff Woodrum, 
who from the very first day back in 1982 when I came 
down here has been mf friend, He is the second most 
important man on the Appropriations COmmittee . He went 
on and talked. I used not more than &•hundred words . 
He is qhairman of th.e subcommi the handling Treasury 
appropriations. When we r,ot through, be said, -r 
wlll be perfectly frank ; Inad no fdea about this 
volunteer plan. • 'lhe7 bad two hundred and twency flags 
which the7 presented in this little town. He said, 
"Any time you want &llTthing, just let me know. • It 
was an accident; it wasn' t arranged to build up Cliff 
Woodrum, but when Cliff Woodrum Jl&a there he was smart 
and he grabbad the ball; he made it his personal show. 
I can go to ""that fellow any time I want and get something 
that I am absolutely not entitled to, just because we 
put this·thing on, and it is true - these fellows are 
so vain. 

MR. WHITE: They Dab poll tical capital out of it. 
I think that if you could also sound this note--

H.M.JR: Well, Harry, leaving me out - I am just 
his hired man - the President of the United States 
needs something like this verJ, very badly. 

:IIR. WHITE : ill you have fot to do to Doughten ie 
say, "I showed this speech to he President, and he 
loved it" - something like that. 

H . ~~. JR : Let' s not be too - it is all right to be 
cynical, but the President himself with this Congress 
and the small major icy and everything else, he needs 
this. He needs this very badly. 

MR. WHITE: You will find that these fellows will 
take this position, as they all do , obviously, "You help 
me in my district and suppor t me, and, naturally, I will 
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help you aa far as I can.• There should be an appropriate 
place somewher e to aay, "Bob Daughton and I have not 
always agreed but I will 1ay thfa about him, that he 
bas always had the interest of his country at heart,• 
some bologna like that. (Laughter) They know that you 
don 't agree with him all the time. ~ throat almost 
sticks when I aay that about him, (Laughter) 

WR. JruHN: Too bad Harry isnit making the speech. 
(Laughter ) 

H.M.JR: Thank God he is not. He would get up 
and say, "Bob Doughton, who alwaya had the darnedest 
bologna I ever heard," just like that General you and 
I aaw, who aaid "Boy, you are the finest soldier there 
is in the world; you can lick any Ja~ you see, you can 
just do it, • and then he whispered, I hope I am right.• 
1hat wu the Third !r!D1 Corps at Fort Bragg. Re said 
"You can lick your weight - you can just eat them up, A 
and then he said, "I hope I am right.• 

li!R , XUIIN: I have one idea that I want to ask you 
about. It was put in here to appeal to Daughton and 
Hanes and all those babies down there. That is, t he 
idea of having fifty million people owning Government 
securities, guaranteed as to getting their money back. 
That is an idea that, to ID1 mind, has always -appealed 
to those men. It is the thing that appealed to Woodrum, 
and it ia the most popular thing. 

KR. WHITE: Yea, this ia the first time in history 
when there have been more than a few million people 
who have held bonds of their Gonrnment. From that, you 
lead into Daught on' s favorite subject, eoonoJil1, and say 
that he was one of the people reiponsible for t his 
joint committee of &,vrdla, and so forth, and so on, 
and this billion dollars which was saved, and so forth, 
and so on. You have got to say something about his 
being interested, and the way to get the thing is 
through having thirty to fifty--
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I.!R. KUHJf: Fitcy million people . That 1e why that 
was in here, t o appeal to them. 

Now, if you were going to appeal to somebodf el se, 
something else would have been in here; but it was done 
deliberately. 

H.K.JR: Alter Doughton heard one of these, he 
said, ·"You have got to do something to cut the expenses 
down.• "O.K., we will have a meeting on Thursday.• He 
said, "I can't come Thursday.• I said, ~not? I 
will call the meeting.• He saidt -rou see, it is like 
this. I have got to leave Thursaq to go down home, 
because on Saturday we are dedicating t he IPA project, 
and I have got to be there . • (Laughter) 

KR. IUHN: That was one of the greatest moments 
in the last two years. It was marvelous. 

H.Y.JR: So don't think we fool ourselves here, 
but I still think if we are going to go down there, 
let ' s do a good job. 

KR. KUHN: A lot of these ideas can be put in; 
some of these things can be out. 

H.K. JR: Let ' s have another shot at this tomorrow 
afternoon. 

liR. KUHN: Tomorrow afternoon, right. 

H.K.JR: Do you want to sit in when they come in 
again? 

KR. WHITE: It I can be of any help. 

II .M. JR: I wish you would, and read this over. If 
you have any ideas give them to them tomorrow. 

But I think, to sum up, the thing to do is to go 
down there and ms~e these people teel happy, and, also, 
eo that the man will be f r iendly - I mean, we han been 
over the lot, but I think--
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MR. KUHN: I ee.n' t get everything in that we 
mentioned this «fternoon, but we can get in a lot of 
it. 

H.Y.JR: You have some ideas ; you got what I got? 

MR. WAGER: Yes. 

MR. KUHN: llr . Secretary, may we have a copy of 
the report of this meeting? 

H. I.I. JR: Yes, 

Copy to : .llr. Kuhn 
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I u. bt.pPT that rou ban lll'fittd • to o- here to 

Korth Carolina, to the ha.e State of Congree..an Bob Doughton, 

of Co~troller General Linda&J Warren, and of ao a&DJ othera 

who are giTiDg diatinguiehed aerTioe to our country tod&J. 

You 1D Borth Carolina haTe known froa the Tery beginning 

what thh war waa all about. ie long ago u the LeDd-Lea .. 

debate you showed clearly where our duty la7, and we in 

Washington haTe not forgotten how y~u .. a. rour Tole• 

heard in those d&JI through a .. gnificent resolution of 

your State isseably. Tod&J thie cit7 aDd thia State are 

hea.rt and aoul behind the war, and th.h great MetiDg ia 

eTidence that rouwill not relax your effort• until Tictory 

ie won. 

I haTe wanted to oo .. to an ~rioan co..unlt7 like 

thb enr ai.Doe I c ... h- a few w"b ago froa a Tiait • 
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to wartiM lnglau4. I ban wuted to ehare with ., fellCJW 

oiti&ena tbe .. ntai &nd ao~l •11ft• whioh that brief but 

inapir ing Tiait gaTe ••· M1 tiM •OTer there• waa abort, 

llut I aaw enough of the toughlleaa and keennen of our 

troopa, of the gria efficieno1 of our Allied foroea, of 

the lliraclee of British production and of the TitalitT and 

strength of the British people the .. elTes, to conTince .. 

that our enemies oan no longer win thia war. 

WbateTer trials lie ahead of ue in 1948 -- and theT 

are going to be aeTere -- the la&ie and the JapaDeae haTe 

failed in their ud eonapiraof against anklDd. We are 

not on!T not loeb~g thia war, but I think we oan aaf with 

confidence that we. and our alliee are at laet on the road, 

the long aDd clugeroua road; t}!at leade to. Yiotor,. 

That ie the t.presaion that I haYe brought back with 

• froa •our there•. It b reinforoecl bT all that I can 

Regraded Unclassified



• 

s. 

••• •over here•. It ia not 10 .uoh th1 re1ult of our 

production figures, great and iDpre111ve aa they are, or 

of the quality of the troops whoa .! have seen trainlng 

42 

in great caape !roa the itlantio Coast to Kanaa1. The 

onrwhelalng !act !or our enealu to reaeaber 1a the spirit 

of our people. That spirit 11 reflected right here in 

thie rooa, where every eleaent in this co11111unity baa 

oome together with one purpose -- to help win the war. 

We •over here" have not been at war for allloat 

three and one-hal! years as they have •over there•. Great 

aa our war effort has been in 1942, we are just begi~nlng 

to fight, we are just beginning to show wbt this countr'7 

of 180 million people oan do when it puts all ita heart 

and mind and aueole to a single job. Yet nen this beginning 

of ours in 1942 contains aohienaenta that ehould aake our 

enealea aee the handwriting on the wall. In thla oo.wdt)" 
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aod in neey cOJElllit7 the tirat Je&r ot th8 war baa 

brought miracle• ·in acme field ot patriotic effort. 

iDd not the least ot tbeae ia the War Bond oUlpaign 

which brings us together tonight . 

Take, tor example, the p&Jr'Oll aaTings prograa 1n 

wbioh JOU in llorth Carolina han made suoh an enTiable 

record. You will not find it in the headlinea, JOU do 

not get medals for JOur part in it, JOU get nothing but 

a little blue and white flag aa a srmbol of achieTemant. 

Yet it ia , I think, a tribute to the Aaerioan people 

themaelTea that 24 million workera are now setting aside 

43 

an anrage of eight and one-halt percent of their paT 

eTery p&J da7 ao that our aoldiera and eailora and airaen 

oan han the weapons tbe7 need to win. In North Carolina 

neey big coap1Jl1 n01r baa a parroll eninga plan, and 99% 

ot all the workera in tho11 coapanlea are aubaoribing 
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week b7 week. That b an aohienment •OTer hen• that 

will give encouragement to our illiea •over there• and 

to our fighting men at battle atationa around the wor ld. 

44 

It will ahow them, I think, that the working •n aDd wo•n 

of thh oountey are not juat content to produce the tooll 

of viotoey but that the7 are &lao helping to pt:t for the• -­

helping at a rate of $350 aillion everr month f r om p&Trolle 

alone . 

Such an achievement doea not happen b7 accident. 

It h, u rou War Bond workers know, the product of untiriug 

hard work in thouaanda of oo..unitiu. The labor-aanag.-nt 

relationship which aakea the pqroll auiuga achievement 

poaaible ie &lao not ju~~ accident. It ia the product 

of intelligent planning and public spirit on the part of 

all ooncernad. If we had gone to the eaplorers alone or 

to the wori:era alone, we would not now han 160,000 coapaniu 
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throughout the United Statea with ~roll aaTiDga plana 

in operation, nor would we baTe &DYthing like our preaent 

record of subscription. ! a rou know, the Treaaurr went 

first to the national labor organization• with ita payroll 

aninga progru, and tbe7 in turn paned the word down the 

l ine to their looal uniona and to their ahop atewarda. The 

result waa that the worker• took the initiatiTe and asked 

the employeru to sake facilities aTailable for the regular 

purchaae of Bonds out of their pay. The reault ia juat 

one example of what can be done with labor and .anage .. nt 

in harmoDJ. It b rq fira belief that the good will 

created b7 the payt'oll aarlnga plan baa bun felt all 

along the production lina . 

• 

• 
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'the wo!'lt of p!'OIIOtiug labo!'·-c-nt goocl will 

baa llOt ended with the eatabliahaent of paJ!'Oll aaTiuga 

plan~. Thoae plane haTe ln tu!'ll been intensified bf 

drives conducted in thouaanda of plant• and b7 enti!'e 

i nduatriea through the help of labor-aanage~nt ca.aitteea. 

Where the emploJeee of a plant were not participating 

in great enough nuabe!'a, or where their weeltl7 iDYestaent 

wee far below the 1~ goal, we eet to work to push the 

total participation to at leaat ~ of the e.plo7ees 

and their iDYeat.ent to at leaat 1~ of the oo.paDJ'e 

grou pa1J'oll. We han 1Uoceeded in thouaend• upon 

thousand• of caeea affectiug aillioDI of workera. We 

han don~ it again b7 uaiDg the Mohan1• of a labor· 

•nagm~nt coaittee, b7 pe!'auadiug the workera and the 

eaplo7tra to 1it down togetba!' A!'ound a table and plan 

.. 
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The WOPk Of pro110t111g labo1'1U&c-llt &Oocl wUl 

hu not e'lllled with. the utabllahMRt of pqroll a't'lJlP 

plt.Ra. Tho .. plalla h&Ya lll tun beeR 1RteRaif1ea bJ 

drlna oonduoted 1n thoua'lllla of planh a'llll 'bJ entlpe 

1nduatriea through the help of labor-..nag..ent oa..itteea. 

Where the aploJeU of a plallt were ROt pal'tioipat 1ng 

i n gPeat enough uuabera, or where their weeklJ i~eat.ent 

waa far below the 1~ goal, we eat to work to push the 

total partio1petion to at 1eaat 9QC of the e.plo7eee 

111d their i~eat.ent to at leaat 1~ of the oapal!1' • 

gPOII papoll. l'e haTe auooeeded ill thoueallda upon 

thouaa'lllla of oaaea affeotiug a1111oRa of workna. l'e 

han done it again bJ ualug the •ohani• of a 1abor­

•nac••nt oaaittee, b7 perav.adlng the workera aDd the 

l!lplofera to lit dCIIIIJl together uoud a table and plu 
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~ more ettectiTe p.,roll e~Tinga prograa tor the .. elTee. 

Wq b~ck in the •-r ot 1941 -- the d~te that 

,, ... ~lmoet pre-historic now -- we aet the precedent 

with this kind ot ~pproaoh br iDYitiDg the leaders ot 

~11 three national labor organization& to co11e to rq 

office aDd diecuee the Defense S~Ting• program, ~• it 

waa c~lled then, with the leaders of the N~tional 

1saooiation ot Manufacturer• and the United Statee 

Chamber of Co .. eroe. Thef CIJU 1 ud their eUJ~ple 

hu been foll0111ed. Todq we han aore than 4,000 

labor••nagoent oo..ttteea hard ~t work in alaost 

neey section ot the oountey to bring us to our 

announced go~l ot 80 aillion workers iDYeating at l•~•t 

1~ of theiJ' pay neey pay dq. FrOil the correspondence 

that poura into the Treaeuey aDd troa tiret-h&Dd report• 

that I reoeiTe troa our worker• in the field, I aa 
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ooll'f'iDOed that this labor--nag .. ent partnerahip ha1 

had ruulta tar beJolld the War Suiug• progru wbioh 

called it into being. 

When labor and •nageunt ait d.cnm together in 

tbie apirit, it ia, ot courae, a contribution to the · 

winning of the war. ~t the nr it11lt 11 oll4 a 

neceeaar, prelude to Tiotor, and Tiotor,r in turn 

will turn to ashes unlesa we regard it as an opportunit7 

to build a saner, aounder and better world. We oannot 

build 1uch-a world b7 .. re aapirationa. We can onl7 

,/ 

build it bJ deeds. .lJid I lib to f eel that the new 

relationabip between labor and manageaent which hae 

been sbcnm so -.gn1ticent1J in thh War Sniuga c .. paign 

i1 belpiug to build the poet-war world right here and 

now. I like to feel that it i1 1etting the pattern 
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tor an era in whioh labor aDd lDdUitPJ will 110rk llde 

b:r aide tor their oountPJ' • good aDd tor the 11' OWD.. 

For tbet aathr, I thillk it 1a not ~eat to 

olahl tbet the whole Wu SaTing a prograa h, i.n taot, ---
one of the toUDdationa upon whioh we an bu1la1ng the 

world of the tutul'l . I ban alftJ• bel1ned in the 

Talue of baTi.ng ailliona of Aaerioana beooae atookboldera 

in their Goveruaent through the ownerahip of GoTe~nt 

aecuritiea. I belieTe it pro.otea a •ore intelligent 

. 
intereat in the proble .. of GoTera.ent if the people 

oan ban a dlreot atake through gonrD~nt bonda in the 

wq their Goveru..nt •nagee ita affaire. What would 

baTe been aaid in nor.al tl.ea it we bad proposed that 

•ore than 50 aillion ~rioana should baTe beca.e ownera 

of United Statn SaTinga BoJida, eaoh ona of whioh bollda 

ahould be regiatered aDd guaranteed against fluotuation 
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in tlw 81'ktt'l lbJ the idea would ban been deacribe4 

u Utopian, u another oae of thoae aew-f&Dgled, In Deal 

ideu that wan fiae in theo1'7 but i mpouible in pnct1oe. 

Yet that 1a exaot}3 what haa baen aohiend in the 'far 

Su ings pr ogl'U in the yeu aDd a half aince theae bo!IIU 

fint went on a&le. )(on than 50 llillion !Mrioana now 

own a shan in bel"i.ca. Kore than 50 million Americana 

now knoW that t hey will get back froa the bonds at leaat 

u auoh u they put in and that 1t thq hold th• unti~ 

aaturitr they will get $4 baok f or eTerr $8 they lend 

to their countl"1• 

I n tlie last war, aa you .at re .. aber, we ieaued 

bearer boDdi - - that ia, bonds that could be traded in 

tha Ul"ktt and they fluctuated in nlue. The reault wu 

that •111 holders of Libert, BoDda got back oJi# 90, 

85, or $82 fOJ' eTe1'7 hundred dollua thaT aubacribed • 
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Thh tiM the War SaTiJI&I Bollda are aot 1111ot1able, 

the7 can be aold back onlJ to the Gonr .. nt that iuuea 

thea, the7 are redeemable for the full Yalue paid, &Dd 

they are a guarantee to our people that their a&Yinge 

will be aafe. 

To -r alnd, thia a faot of treiBndoue aignificanoe 

for the troubled Je&ra that will follow our Yictor7. 

It will be of paychological iapcrtance for one thing, 

to han thia nat body of bondholdera with a neat egg 

of aaYinga for the future in their poeaeeeion. But 

aore than that it will be of illportanoe in getting t he 

wh"h of iDduati'J to tUJ'Il oDCe aore after the great 

change-oYer froa war production to peaoe production haa 

been accomplished. If there are bueineea .. n liatening 

. 
to • tonight -- aDd I kn<llf that -.ny of t hea are in 

thia hall -- I would realnd thea that the holden of 
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War Bollda are their future urtet. TheJ are the oua 

who will be b1J11ng the procluoh of Aaer1ou 1Ddwt17 

ten years froa nmr when the War Bonde uture. 'l'he bonda 

that they are b1J1ing tode.y repreeent new hoaea,. new 

coaforta, new atandarda of liTing for the comaon un. 

They are the onee whose purohuing power h being aand 

up until the dq when it can flow back into the atreo 

of American business. They will help to fulfill the 

proaise of this people'• Wlr and the people's peace • 

that we are detei'Ilined to win. They will have the 

aeana tbroug!:l their"War Bonde to tranelate freedoa fro• 

. 
want into actuality in thou.eande of .berican oo..unitiee 

and in aillione of Aller lean h.oaea. 

In ee.ying thie I do not uan that our job on the 

home front ia &nfWhere near acooapliahed. If I a&J 

borrow a phrue froa.,.., f rielld, )fr. Churchlll, whoa 

t 
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I aaw in England onlf a fn weeki eco, tull of 'fitalitT 

and full of confidenoe, I would •11 that we han not ret 

. 
reached the beginning of the end but we haTe reached the 

end of the be.ginn~ng . We auat atrain nery effort to 

bring enrr nployed •n and wo•n in the ooutry into 

the habit of p_,roll eaTings. We .uat concentrate 

intenaiTely upon the 7 million farmere eo thet they will 

make every market d&;y bond day. We 11uat not lose eight 

of the profeaaional workers and the aelf-employed who 

are already aning through War Bonde at an annual rate 

of 110re than $2 billion, but who auat do .uch 110re than 

thia if our prograa h to auoceed. For thoae of ua with 

acouaulated balance• in the bank, for corporation• and . 

the custodians of truat fUIIde, the 'l'reuury 1a now engaged 

in a $9 billion Victorr Loan ca~~paign, the .oat gigantic 
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borrowing operation in the hht017 of the world, &Dil 

there h a chance here for nerrou with 110re than $500 

of idle mone1 to aake thoae dollara fighting dollars --

to put thea to work now in the eerTice of the countr,r. 

!e the Pr eaident aaid onl7 the other daf, "Thla ia no 

tiae fo r •n or 1101181 to be idle. • 

There ia a~h th&t we c&n do in the illlaedi&te 

future to help finalll)e thia war, to guard ag&inst 

inflation and to build our future wiaelf e.nd well. Ia 

there , for exa.ple , &DJ better war to celebrate the 

Chriat .. a aeaaon thia year than to giTe a. Bond for 

Chriataaa? I would like to aee Chriat .. a preaenta in 

the old•faahioned aenae confined to the ch.ildren and to 

the troopa abroad. The reet of ua, i t aeeae to .. , can 

celebrate with Benda aa ~la of our deep reaolTe to 
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11e thil war tbl'o11gh to flul uil ooiipleh YiotoJ7. 

I cannot tell you how heartening it ia to aee 

expreaaiona of unity auch aa thia War Bond prograa -
hu produced, in thle oo~ty ana thro\lghout the 

land. It 1a tor ua to ahow a renewed and deepened 

UDitr aa we atut ow u cond rur of war. It 1e tor 

ua to ahow tb&t we over here ou do u well u the7 

are doing afer there. 
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Operator I 

BMJr1 

Daniel 
Belli 

JD1Jr1 

81 

BMJr1 

B: 

B: 

BMJr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

IIMJr: 

81 

IDIJr: 

81 

IDUr: 

Xr. leU. 

lellt 

Yeah. 

• 

' 

'ftle naae 11 Jlorsenthau. 

Deo .... 7. 1,.2 
51" p.a. 

U.auab•) Judi• l;rm11 11 ooains. 

Be 11 oouns' 

Be'• ooa1ng rroa r our to e1x. Be ea:r• he hae 
thle altalta 41nner on •••• 

Oh. • • • 

• • • • and he 1 • prll1den t ot 1 t and he nnta to 

56 

l et 1n there and ree1cn, and he'• got to go. 
ut he'll ooae rroa t our to e1x, and the reet 

ot the bo:re oan •ta:r on r1sht - l n the aYen1ns. 

lfondertul. 

So he'• all r1ght. Ropk1ne 11 ooa1ng. 

lfondertul. 

•ow I bann1 t done an;rth1ng about Vallaoe. 
'ftlere waa eoae queet1on a• to whether he 
ehoul4 ooae th1e n1abt or ooae w1 th \he leg11-
laUYe. 

Well •••• 

I .... 

•••• be better. 

I thlnk eo. 

And Roeenaan 11 dolt •••• 

Well, I better •••• 
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Opera tor: 

BMJr: 

Daniel 
Bell: 

HXJr: 

B: 

RXJr: 

B: 

BMJr: 

B: 

IIMJr : 

B: 

IDCJr: 

B: 

IOCJr: 

B: 

IIMJr: 

8 : 

IOCJr: 

Bt 

IOCJr: 

llr. Bell. 

Bellt 

Yeah. 

• 

' 

'l'be naae h llorsenthau. 

DeoMbfl' 7, 1,-2 
51~ p.a. 

(Lausll•l Juqe B:rrn .. h aoaln.g. 

Be 1e ooa1nct 

Be' • ooa1ng troa t our to dx. Be ea:r• he b.ae 
th1a altalta d1nner oa • •. • 

Oh.. • . 

56 

••• • and he' • pree1dea t ot 1 t and he vante to 
get 1n there and ree1Jn, and he'e got to go. 
But he'll ooae troa t our t o e1x, and the reet 
ot the bo:re oan •ta:r on rig.ht - 1n t.he eYeninc. 

Wonderful. 

So he'• all right. Ropk1ne 1e ooa1ng. 

Wonderful. 

llow I haven't done an:rth.1ng about Vallaoe. 
'l'bere wae eo•• queet1on ae to vhet.her he 
ehould ooae th1e night or ooae with t.he leg1e­
lat1n. 

Well •••• 

I ellould th1nlt the leg1elat1Ye would .••• 

I . . . . 

•••• be better. 

I th1nlt eo. 

And Jloeenaan h dok • .•• 

Well, I better •••• 
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JD1Jr1 

81 

RMJr: 

8 1 

HMJr: 

8: 

IOIJr: 

81 

81 

HMJr: 

8 1 

HNJr: 

8: 

IOIJr: 

81 

101Jr1 

81 

• 

57 
- 2 -

•.•• and he'• 1n b11 hotel. I'a trJ1ns to get 
h1a to aae ~ethlr or not he \h1nke .he 1 d be well 
enough. 

Did 87rnee call Jou or d1d JOU oall B7rneet 

He called me. 

Pine. 

Be had called •• ~11• I wae in J our office. 

And he deo1dtd to ooaet 

Yeah, he called •• ~1'1 I val 1n 70ur offloe, 
and then when I called h1a baolt he wae 1n a 
conference. 

Well, that'•··· · 

And he Juat th11 minute called me. 

Thlt'• a bigger v1otor1 than we realize. 

!up, I th1nlt 1t1 I prett7 n1oe. 

Yeah. 

All right. 

Well, JOU have an agenda for ••· 

Yup, and we'll - we're so1ng over that toaorrow 
and we'll have eoaeth1nc. 

Right. 

All right. 

i'hanlt JOU. 

OoodbJe. 

• 

, 
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Proposed2resa release dictated bf 
HJ.1 J r 12(7/42 • 

...J . 

Dtpart811lt 11&1 aot a.olW ca ~ taw ... _ _..latlou tor 

pruentatlOil to COJII"H• !M Soo"tar, oa14 tkt tM 

!rtallii'J la - la the prooooo of aoualtlllc a • •II•• ot 

pe~t apM1H .. aH latoPdto4 la 0111'\bc bfl.aU.. 

Be .aa.a that tllq lui DOt pJ'OI"•oo4 tar on a' la tMlJo 

atudlla to ... lao ca arq PI'OII'• ot fS..oal l.p.latlca 

to prooent to the Pl'ooldoat .. to 41001101 wltll coacroo­

liODal leedoro. tho Seo"taPJ oald ho doubtoa tllot u 
--rib- >w p...eJ 

would lie ".a, to oq arqthlac aotWt• em • t• , • .-..... 

atll after tM Proola..t 11&1 OODt tat. a.l&ot .... .,. to 

Coqrooo la J.-q. 

• 
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TREASURY DEPAR'r.a!IT 

Washingt on 

FOR OO!EDUTE RELEASE 
Monday, December 7; 1942. 

61 

Press Service 
No .. 34-46 

Secretary More-enthau said tod&.y that the Tt•easury Department 

has not decided on any tax recommendat i ons for presentation to 

Conerese . 

The Secretary said that the Tr easury is now in the pr ocess 

of consulting a number of Government agencies who are interested 

in curbing inflation. He added that they had not progressed far 

enough in their studies to decide on any program of f i scal legis­

lation to present to the President or to discuss ·with Congres­

sional leaders. 

The Secretary said he doubted that he would be ready to say 

anything definite on the subject of taxes until after the Presi­

dent baa sent his Budfet ~essage to Congr ess in January. 

• -oOo-

• 

·. 
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Washington Post- Dec. 7, 1942 

wM ,_.Dt Wt mt«ert. t.o1 

~~·-- UlaCI ............ ... -\ 
eoaceded tbat .. "'"'.. bll­
t.ft aew tun•• would bt 
•toac wltb aclloo. to wrlta 

oompu.l101'7 uYI.n.p pro­
ttl• revuue 1• '1"· 

AIUH on the emount. 
twalt.l con.ulbUoD.I 
Retervt 8omt and 
~ Actmlalatrttloo of .. 

aM flal11t Prtlident Jltoote.. 

~ I 
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Photo ! 1le 1n Dia ry 

File to Thompson 

By Mesa. Sturg11 ~:16 1217/42 
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December 7, 1942. 

TO: Secretary Morgenthau 
FROM: Ur · Gaston 

You will recall a report that came through Leo Goodman 
of the War Savings Staff to Randolph Paul that Vincent Dallman, 
our Collector of Internal Revenue at Springfield , Illinois , was 
under the thumb of John L. Lewis and that Martin, Chief of the 
Income Tax Section in the Collector's office at Springfield , was 
about to resign and be replaced by a man named Hecklebech, a 
brother of the Secretary-Treasurer of District 25 of the United 
!.li ne Workers in New York. 

Elmer Irey finds that a recommendation has been received 
in the Bureau from Dallman raising Martin from Grade 10 to Grade 11 
and raising Hecklebech from Grade 7 to Grade 12, coupled with a 
request fo r permission to promote Hecklebech from Assistant Chief 
of the Field Division to Chief Office Deputy. Elmer has also 
l earned that Martin told Sharp, Intel ligence Unit Special Agent at 
Springfield, that he was considering r esigning to accept an attrac­
tive outside offer. 

Rudolph Hartmann, Special Agent in Charge at St. Louis, who 
i s conducting this investigation, plans to leave here Wednesday 
evening to return to St. Louis and from thence will go to Sprinf­
fleld to complete the investigation there. He will be accompan ed 
by Special Agent Durbin and Revenue Agent Reilly, who are working 
with him on the case. Lewis signed the t ranscript of the inter­
view with him on Saturday and gave the agents the benefit of a 
long monologue about the attack on him, during which he referred to 
the stories in the Post Dispatch . Hartmann will also go to Denver 
to check up on the transact1ons with Josephine R~che's Rocky 
Vountain Fuel Company , although on the basis of what has been found 
in United Vine Workers files he does not believe there is anything 
irregular in these transactions or anythin& of interest from a 
tax standpoint . 

Martin has been helpful in the Edmundson-Elshoff case . He 
interviewed a man named Glasgow, who lives in Taylorsville , !~rtin's 
home town. Glasgow is described as a.n ex-murderer and racketeer. 
He is believed to be a rival of Edmundson. ~ 
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December 7, 1942 

MEMOOANDUlo! TO: Under Secretary D. W. Bell 

You have asked for comment upon a series 

of articles appearing in the Newark (N.J,) Evening 

News making certain charges against the Federal 

Deposit Insurance Corporation. 

69 

To correct a bad banking situation in Jersey 

City, the FDIC made two loans aggregating $15,000,000 

secured by unacceptable or charged-out assets of two 

state banks , The FDIC has a general policy whereby 

loans are made upon undesirable assets, or such assets 

are purchased outright , for the purpose of preventing 

bank failures. Throughout the country the FDIC has 

invested well over $150,000,000 in these rehabilita­

tions. Recovery exceeding $100,000,000 has been 

made from liquidation of such assets. The loans 

here in question were made in the usual course of this 

general policy. 
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The FDIC has an extensive field organiza­

tion for the purpose of managing, ,selling or 

collecting the many thousands of bank assets so 

acquired, necessarily including a large volume of 

mortgages upon or titles to, real estate . As the 

liquidation of a large body of such assets requires 

years , provision is made whereby the funds of the 

FDI C may be advanced for the conservation or pro­

tection of such assets, including the payment of 

taxes as taxes accrue. 

The Newark Evening News charges that the 

FDIC paid $581, 417 to Jersey City on December 30, 

1989 by way of back taxes on 142 parcela of real 

estate held among the pledged assets securing the 

Jersey City loans above described; that the date 

of pa,ment , being the day before the fiscal year 

ended, portends some pol~tical accommodation to 

the city government of Jersey City; and that~ 

70 

of the individual tax redemptions were not warranted 

by the conditi on and existing value of the properties. 
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It is also alleged that the Corporation coneistentlJ 

failed to take appeals from land aesesamenta , therebf 

helping Jersey City to keep up ita high tax ratables, 

At my request a full report of the matter 

was made to the FDIC Board on December 5, 1942, and 

the findings spread upon the minutes. It appears 

that in December 1939 the Federal Deposit Ineurance 

Corporation, as the result of a compromise with the 

tax authorities, paid the City of Jersey City 

$529, 555. 72 in set tlement of all municipal liens on 

258 properties. The total amount of liens then due 

was $775, 429,98, In making the payment , an abate­

ment of $245,874. 26 was made by the City of Jersey 

City. One of the conditions of the compromise was 

that this payment by the Corporation should be made 

during the fiscal year 1939, The properties on 

which the payment was made for the release of all 

liens had an independent appraised value of 

$2, 580, 682,00, To date on the advance of $529, 000 , 

the FDIC has recovered $180, 000,00, leaving a recovery 

of approximatelJ $400,000. 00 to be made on property 

possessing an independent appraised value of roughly 

$2,000,000. 00. 
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Since the inception of the Hudson County 

office of the Corporation, there have been filed 

1,643 appeals . Of this group, 

699 were filed in 1940 

511 II 

433 • 

• 
• 

II 1941 

• 1942 

72 

Included in the total number, the follow­

ing were filed on properties located in Jersey City: 

For the year 1940 - 471 appeals 
11 11 II 

II II • 
1941 - 130 

1942 - 140 

II 

II 

In 1111 judg,aent, the charges made by the 

Nenrk Eveni.ng NeW8 are large}J" political in character, 

and are not substantiated by the facts. 

f.u.i~u .. . ¢ 

Preston Delano 
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TELEGRAM 
... ____________________ __ 

Of'FICIAL IUSIN~MEHT RATD 

Dece•ber 7, 1942 

TO .U.L WAR S.l VINGS .liiUNISTJU.TORS .lNI> 
TO THE TWELVE VICTORY FUND CH:.ijltiiBN .lND 
EXECUTIVE M!N.lGERS. 
{Liat attached) 

··---

I WiNT YOU TO ntaif TlllT I RBLUSBD THE FOLIDVING SUTEIIEift' 
TO THE PRESS .lT !IBYEN .lK TOD.li. 

"Secretaey Korgenthau aaid todaJ that the treaaury 
Departunt hu not decided on a111 tax reco-Dd.ationa for 
presentation to Congrees. The Secretary aaid that the 
Treasury is now in the prooeu of oonaulting a nUIIber 
of Goveruaent agenoiea who are intereated in curbing 
inflation. He added that the7 had not progresaed far 
enough in their studiea to deoide on aDf program of 
fieoal legialation to present to the Preeldent or to 
dieouse with Congressional leadere. The Seoret&rT eaid 
he doubted that he would be read7 to 117 a~hing 
definite on the eubjeot of taxee until after the 
President baa aent his Budget Keeaage to Congreae in 
Januaey.• 

I SHOULD .lPPRBCUTK YOUR GIVING THIS mE WIDEST POOSIBLE 
PUBLICITY IN YOUR 01N COMWNIT!. 

H•DrT Korgenthau Jr. 
Secretary of the Treasur7 

FK/ogk 
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TREASURY DEPARTMENT 

WASHlN<iTON 

December 7, 1942. 

J,(E}{0RAND1Jl( FOR THE SECRETARY; 

.Yr. Sloan has just advised me that the distribution 

of the press release to employees of the \far Savings 

St&!f was completed during the lunch hour, except for 

the Women' s Division under Miss Elliott. 

Copies have been distributed to Miss Elliott and 

the people in her Division within the last half hour. 

G~S. 
A - r~~ · 
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TREASURY DEPAR'ruEIIT 
Washington 

FOR IJ.!J,!EDIATE RELEASE, 
Monday, December 7, 1942. 

71 

Press Service 
No. 34-46 

Secretary 1!orgenthau said today that the Treasury Department 

bas no t decided on any tax r ecommendations for present ation to 

Confress . 

The Secretary said that the Tr easury is now in the process 

of consulting a number of Government agencies who are inter ested 

in curbing inflation. He added t hat they had not progressed far 

enough in their studies to decide on any program of fisca l legis­

lation to present to the President or to discuss wit h Congres­

sional leaders. 

The Secr etary said he doubted that ho would be r eady to say 

anything definite on the subj ect of t axes until after the Presi­

dent has sent his Budget Message to Congress in January. 

- oOo-
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TREASURY DEPARTMENT ~r INTO OFI'lCK COMMUNICAT10N 

5•er:~~•nthcu 

Ur. ~, 

Jue ~ p r e-mtnder - - Hr . 

ll•e. 1. 194<!. 

• • · "0S"311.l UUJ\J. • ..! • ~.a ., 

~ l'i 

Wood~•rd and A¥~~aott , the &dv•rt1a ln& 

~~ lt !iev Yt)rk t om rTOw, but Cfft return tn ·.:r t:ht n@'toa 1-Pt~r ln thp vef'lc 

• 
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loA292 TYIS PA I D 3;,WUX NEIIYORK 

VINCE NT CA LLAHAN , CH IE F ~ 
' 

flAD IO DE PT U S TREASURY BEPT IASHDC-

fOLLOI'II NG YOUR SUGGESTIONS SPEC I F I ED I N OUR TE LE PHONE - ' 
CJ~VERSAT I ON . WE ARE TODAY EMBARK ING ON A SPECIA L NEI 

.. 

CAMPA IGN DES IGNED TO RELEASE CO INS INTO CIR CULAT ION . METHOD . . . 

f,E I'I ILL USE CA LLS FOO A SPOT ANNOUNCEMENT PRECED ING OUR 

REGULAR VICTOR;-PARADE OF SPOTLI GHT BANDS. PRO(J{AM SI X .NI GHTS 

~IONDAY THRU SATURDAY , FULL. BLUE NETWORK AND SUPPLEMENTARY 

STATIONS, NINE-TH IRTY PM EWT. BEST REGARDS= 

PAUL DUD~Y ~CUT I VE PRODUCER DARCY ADVERT IS ING CO. 

PM E VIT. 

' 
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TELEGRAM 
-..... 'rlnl• 
Ctto. -'-••noo Jg IIIII eJl a-

()FI'lCIAL BUSINESS GOVERNMENT I'IATD 

··- - -
••••• , •• '· 1111. 

leb~ Mn-. h ult•t 
c:ulea l-'- c-...r .i c-.... 
Cutea. <Ide. 

Tlil IIUD liOUSI ~ 'I'OlJ) • rl t OOl DD QJ I 110 J'IIOOIAI 
II C,....,.tltW rl nAil. JUUCII, I AI JaUGIIIID !0 ~ 
Tll!f toO D C&JIOI lltl C..U ftiJ Ut !0 ... I IJD 
• .._ m Dlt n&t nu. l.lYI u urau. I IDI'I taU wm 
11&11 !liS fill IIGIIIST DD •tUG IIIli D C&JIOI'I IUffilll. 
11 w u•unr SliJiliO a -us til&! tar IIJB!"IIC:UUfiD 
1r1lll fliT fliDDI! B Will !00 at AID !00 ~ !0 
riOlJ'l' POl ftEI!"'I. I All WilliDf tllf tQ ~ 'IIU. 
81 OIUf IDJGII f O • IIUID U !OliO liD .ai.D AJID flllf 
100 II CAifOI WILL D IIU1 lCD UJttfl Vftii, YICU1' U 
101. 

...., ..... tM~~. lr • 

.... ...., ., ,. Ya .. ., 

_. .. ( 

, . 
• 
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TREASURY DEPARTMENT 

INnft OFFICE COMMUNICATION 

Secretary Moraanthau 

Jlr . Callahan 

OA,.., 12/7/Jo2 

Attached ia tbe acript used by Mise Kay Balla 

in bar broadcast or laat Saturd&T. 

I talked with Kiaa Balla oTer the telephone thie 

1110rnill& and ehe told 111e that abe wae co-oha1raa.o ot 

the Women ' a Oomaittee or the OleTeland Vict ory 7und 

Committee. She turther eaid that tor aaD7 1110ntha •he 

ba.d been plu&&in& War Bonds on each broadcast, the 

i nformation about War Bonde oOlllillg to her direct troa 

the Columbia Broadcaetins s.ratea. In the oa1e ot la1t 

Saturd&T, she reoei Ted no aaterial t ro111 ColUIIIbia and 

decided that abe would diiOUI8 the Victory Fund Calllpai&n· 

She 8171 t hat abe obtained her intoraation tro. three 

1curoea, rrom the Viotor.r Fund Committee, trom material 

i1aued by the Treaeurr Department, and t roa notes Which 

she t ook at a Viotor.r Fund Dinner held in CleTeland recantlT· 

'IU.ss Balle told u that as co-chairman ot the Women'• 

Coamittee 1n OleTeland, her Job is t o obtain publicitr 1n 

radio, newapapera, etc ., on behalt or Victor.r Junds, work 

with churches, etc. 
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At this -ent the oi ty considers itaelt mobil bed 

and many are acting as deputiea tor Seoretar,y ot the 

Treasury Henry Korgentbau either to help aell or to inTeat 

82 

in $170,000,000 worth ot War Bonds in the Viotorr Bond 

Campaign here, ao that we oan atop the slow h-orrhage whioh 

1B draining our youth and our ohanoe tor a strong new world. 

To do this, tanks and bombs and planes in astronomical amounts 

and oosts must reaoh the righting men in the tar-tlung battle 

theatres on time. 

This ooming year it is going to coat $78,000,000, 000 

to do it, and $6,000,000,000 tor OoTermaent expenses. Our 

oombined taxes will only yield $24,000,000,000. l'igure it 

out. That means $60,000,000,000 must be borrowed. $12, 000,000,000 

will probably come out or War SaTings Bonde and the l~ Pqroll 

deduction that you who work in otticea and factories know all 

about. But how to raise the remaining $48,000,000,000? You 

know, ot course, that the banks are buying GoTermaent Bonde, but 

it they were to do all the tinanoing and we ~~re not to use our 

._ tunda, we would be raced with inflation. This is the people's 

war. Throughout the land there 1a plenty or idle money and 

sleeping tunda, aome ot ·tt hidden away in mattreases, some in 

aeoret plaoea on the aantel-shelt. Let•a bring i t all out to 

the light ot day and invest it tor the tuture homecoming ot our 

soldiers, tor the education ot our children, and tor the dSTS ot 

... • 

• 
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reoonatruotlon. Then let's bea1D with those $2~.00 and up 

Treasur.r note• under the Tax Savina• Plan. The7 are juat ae 

good aa money, only the Government pft7S you interest on th ... 

And ;.1. th them you need not worry about meeting the 1Dooae ~ax. 

The Government 18 all ready to accept them ae cash. Than there 

are the War SaviDge and Viotory Bondi. 
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S,.rMOs P. S • ou......s 
444 WeeT 0 0,. ST. 

Naw Yo•• 

Decembor 7, 1942. 

Uy dear ~. ~orse~thau : 

It woe u gr en ~ plcosure indeed to dine a~ your home 

wit..., tlrs. !Jorgenthau ond yourself nnd w hi•VG had our 

very fine discuosion . Tbe evenine I spent wl th you 
and your chanin& wife was one or delightful relau­

t ion end one t.."ut I shal\ l one re~omber . 

I con o11er it en honor that you, aa Secrewry of tho 

Treuury, lwve (l:rlll1ted • • the opport;a1it.y w serve 

you Md , through you, tho lleperb:lent which hoo con­
tributed so much in l.ll\Ol•lco ' s gr ootest crielo. I t 
1& nn undeninblo assertion that tho .. ork or your 

Je!>"rtcent Wid yourself will be one of the deL•Ninin£ 

racwr• i.~ the \llti.Jaate defeat of til<! enemi eo of tho 

Uniwd Nutions . 

Agoin ~ I thruo~ you for the cr oc1ouo hoopitolity of 

~r". ~orgenthnu ond yourLolf. 

Hon. Reoey C. llorsenthnu, Jr . 
r.oDhincwn, D. c. 
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DoooDibor 7th, 1942. 

Dear Henry: 

I deeply apprecl.ato your tbougbt 

1n sending .. the r ecord •Erorybocl1 Erery Pqdq•. 

I u auro I shall enjcu bearing tho oong. 

ll1 tb best rege.rds , I aa 

Sincerely yours, 

Honorable Henry Morgentbau,Jr., 
The Secretary of the Treasury, 
Washington, D. C. 

' 
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Dear Henryo 

TH& WHrTit HOVSC 

WASHINOT0:-1 

December 7, 1942 

I 

llany tbari<e !cr send1Dg me Ann Terry 

lihite•a book, •lien Before Adam•. I know 

that it will be int-eresting readi.ni. 

"Diar.l< you too !or telling Itt about 

!Irs. llhite and her other works. 

A!fectionat.ely, 

• 

• 

•• 

• 

• 
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Vltll tlllo lo\ter I aa ••1141-.r 7" a 00'07 ot AJa !oft7 
Vlllto ' o l ahot llool<, 011ea Jetoro AU.O . I u rue JOU vlll 
t t JOI till• ta .. t.uac r.ll41~~~r, uot 1 W<Nlcl panloularl7 
approolato it lt '" wo..U renew " 1a 7'01U' ool - . 

l t idal< 70U will lie iateroo\M la lalovl-.r , ... , v11n I 
""' ,. .... ,., '" looTo t or krope I ••- , ... Prooicloa' lt ba 
coul.cl ro-114 a tow llool<o \loa\ I alcll\ t • lot villi oo . Je 
p n .. lllo 001'7 ot "Loot Vorlclo0 , wllloh vae oleo wrlnoa '117 
Mro. Vlllto, aa4 oalcl \lla\ it ""o oao ot , ... ooo' '"'""""JIC 
'boon he acl onr roacl, Aacl \lla' lla "'" ouro it would llolcl ., 
aU011Uoa o\nlcll\ \llro~ll 'o \loa oacl. 

I 'bell..,• ro• woulcl deo lllot \ o ooo • OOJ>7 ot tho llUl o 
p1lbllaa\lo11 wllloh llro. Vlllh , ao "" Aooook\o l'o!U or ot \loa 

Ol•lo K -Uo11 lomoa, plaao u4 proporoo . 11M ""'"" all 
ot t hh ~lleaUoa, •n. T- Ol\hoa" f aacl l\ lo la\oa4ecl 
t or oollool ollllclroa ot hoa \oa \o - l n . Tn vlll ao\o \ lla\ 
h , ... lone I u eoll41ac, llro. Vlll'• lloo a ltrlot arllol o ...... , ,.... 

117 aeotuala\oa<>o vl\lllln. Vlllh bao • - allot\ 'lo.rl>llP 
lin llultaacl, 1an7 Will \a, who h wt7 Clllot lleoao•h\ bare 1a 
\ loa '"-11V7, olll. wtao aoo...,...ocl oo oa W17 roooa \ \rlp \O 
Jtoclaa4. 

Nro . Proul<lla D. loooOTOl\ , 

fila Vlll \o Bou o. 

cc l n 01ar7 

Del. to Ml e& Thompson b7 
SSAgen t 1:14 12/J/42 

AttooU ona,•l 7 , 

( ! 1pocl) llonl'J 

92 

~- • 

Regraded Unclassified



... ~. 
011 l.lNI. I_.,_ ...... 

..... ,_ ._w I '«F te'oU ... Lt. ft"* A. 
IW'P .., ~r. • "-ran 1 • tiiM w e.M _.a.a .. _......., t•wdlro • .,,.. .... ~ ....................... . 

lA. I I " ?1 eeiW F ........ ._, .. ... 
• ,.,..._.,. ._ ........ 2 .... 
_,. ._ a. W ...... a d 5 :7 U'll 
16 1M J&llil W Na. Ia -.1 Dl' 1111 I --
a.Waweiii ....... Mh" WIM ..... wt 
Ia ........... .,..,. * " •.• ....... , .. ..a., ............... -w 
.. .,..._16-nPdrt' 1 r .. ... 

....... , -·---"·- 72 ... ............................. ts .. . ...... "_ ..... '•- ... , ..... .... 
• leele po?'n''17'1.F -. eii80et l 'Ill 1M ,. ,.,..._.._1 2 

... , ... am"m 
- .. tJoe -.J1 0 "lie tM " 1 

I 16 1M 
' MMI ....., a '' 7 t Wnr' M till 

• 2 .... .,..,., ........... -.... 
I-wrt-..te's ..... ...,_. .. _ .... ~_.,..., , ... .... 

.... :1=-_.a--=wdl .... t.'s S:N• -·-...0 te.te .. \lW I 2 t. 
: it I m •Wille te -=- • "- ... ., ''' 
r a ci ._. a. a. ,.... ... • eeet·- * a-­... ...._..,. .. ..., . ... ,..~_.,_,_. -

93 

• a u· Copy i n Diar7 

~\willA, Jr. 

...... _.._ ra= •· 

Cop1ea 41rect to 
Vh1 te' a ott1oe 
12/11/42 

Marked •cont.• red 
.. ··-,_;,...,.. ,.... -. tag 

, 0 .... .,..._._tile...,. Br Scher 4:50 

-~ (?~~·~;;-~~~~~~~~ U/7/u. '"j~ 1 I. ~ ~~~~::::... .... 

Regraded Unclassified



TO 

SubJect : 

TREASURY DEPARTMENT 

Secre:l.ary ~nthau 
l!r. H 

The Bu; aa Situation, 
\leek ending December 5, 1911-2. 
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CONFI DENTIAL 

OAT • December 7 1 1911-2 

ll~ tionnl income: Payments in October r ose to a record annual 
rate of $117.9 bi lli ons. This comparee with an annual r a t e 
of ~116 . 1 billi ons in the previous month and $97·7 bil l i ons 
in Oc t ober 1941. 

C~~ rorm income: Cash i ncome from taro marketings in October 
roee core tbin seasonally to a new high. Including Govern­
cent pnymente, income was 37 percent hi gher t hAn in October 

19:.1. 
Cor>)Orot ion dividends: Payment s i n f i rst 10 months of 1942 

neor ! y 9 percent beiow cor responding period in 1941 . Most ot 
tho decline was due to drop in divi dends ot manufacturing and 
hent , light and power compani es . 

~Qlotoent and oa.rrolls: At new hi ghs in October. Factory 
cop oyment 11 percent and payrolls 4o percent above October 
19~1 l evels. 

Fe~ ccritY: Acceptance ot House proposal tor redefining 
p~.rlty ttould result in subet antial inoreaees in living coats 
or l arge Government subsi dies. 

\~o1e snle orices: BLB index of basio commodities rose slightly 
iast week t o a new war-time h1gh. All-commodi ty index again 
unchanged at 100 .1 in week ended November 28 , despi t e r i se in 
Pl'ioes tor certai n f arm product s . 

Retail trade: Department store sal es rose more thAn eeasonally 
In November. FRB adJusted index ot sa les rose to 135 trom 
128 in October, ree.oh1ng second h1gheet lavel on r ecord. 

L1vi n& coste: Canadian i ndex ot living costa ahowed a further 
r i se during October and atood 17.7 percent above pre- war 
l evels, as oompared with a comparable r i ae of about 21 peroent 

l n U. S. livi ng ooete . 

- - - -
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National inooaa p!!l!enh still expanding 

The long upew1ng in national inoome P!!l!enta oontinued 
1n october With the annual rate ct payaents attaining a new 
record peak of $117 .9 billions. Th1e figure oomparee With 
an annual rate ot $116.1 billions (reviaed) in the previous 
aonth and onl7 197·7 bill1one in Ootober 1941. Xoreover , the 
•purchasi ng power• ot national inoome P&Tments ehowed a turtber 
moderate gain, ae income continued to rise somewhat taeter 
than living oo at a. ( Bee Chart 1. ) 

Payments tor salaries and wagea , Which accounted tor 
69 percent ot total income paymente in October, showed further 
gains during the month and ran more than 26 percent above year­
earlier level•. 

Cash income from tarm marketings rose more than seasonally 
to a new high and (inoluding Government payments) were 37 per­
cent higher than 1n the corresponding month of 19~1. Govern­
ment payment• in the first 10 months of 19~2 totaled $5~ m.il­
lions, an increase ot 30 percent over year-earlier levels, 
while t otal oaah farm income showed a gain ot 36 percent in 
that p·eriod. The Department of Agrioulture baa eet1mated that 
farm income tor the entire year will amount to $15 billions. 
Horeover , it ia believed likely that tarm income in the early 
months ot 19~3 will run ahead of the corresponding months in 
19~2. 

Dividend payments decline 

In contrast with t he gains shown by salaries •nd wages 
as ~1ell aa farm income, interest and dividend payments this 
year have been running behind 19~1 levels. Cash dividend pay­
ments in the first 10 months ot 1942, as reported by the 
Department ot commerce, dropped nearly 9 percent below the 
corresponding period a year ago. The decrease waa partly due, 
however, to substantial arrears payments on preferred stock 
made 1n 1941. 

Host ot the decline has been accounted tor by lower 
dividends in the manutaoturing and heat, light and power groupe, 
bot h of which dropped 14 peroent. Reflecting the effects ot 
conversion to war nroduotion, the i mportant aut omobile group 
showed a deoline or 33 percent 1n dividend paymenta, while the 
transportation equipment group recorded a 37 percent deoline, 
chiefly because ot the poorer dividend declaration• ot large 
a1rorntt manutaoturere. On the other hand, gaina in dividend 
payments were shown by ~ manufacturing subgroupe,--mach1nery, 
electrical machinery, nonferrous metals, and textiles and 
apparel. Moreover, 2 maJor groups, railroad transportation 
and trade, i ncreased dividends 4 percent and 10 peroent respec­
tively in the first 10 months ot th1e year. 
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Factory uplol!ent and pa.rrolh at new b1p 

In the taos ot the continuing inroade made by the armed 
services on the country's labor toroe, taotory eaployment roes 
t o another new high in October, although the rate ot inoreaae 
vas no ticeably slower than 1n recant monthe. On the other hand, 
factor y payrolls expanded at a taater paoe than in the preYioua 
month and stood nearly 4o percent aboYe 1941 leYele, aa compared 
.:1th n corresponding gain ot only ll percent in employment. 
(See Chart 2.) 

Total emplo)'llent in non-agricultural eatabl1ahllente in 
mi d-October stood at a new record peak ot ~.555,000, according 
to Department ot Labor tiguree. This was 207,000 higher than 
in t he previous month and 2,500,000 higher than in October 
l nst year. 

Farm parity bill would increase liVing costs 

The 1ncluaion ot tarm wage costa in computing parity, aa 
provi ded by the tarm parity price bill paeaed by the House and 
accepted by t he Senate Agriculture Committee last week, would 
r esult in a sharp rise in the coat ot living through advancea 
in certain retail tood coste, unless subaid1ea were granted to 
avert such r1aea. Ot the two, eubaid1ea would be leas directly 
inflationary. The Houee propoeal ia the moet drastic ot ite 
type i ntroduced, 1n that it include• not only the actual wage 
cost t or hired vorkera but &leo vagee tor tarm operators and 
ovnera. Incorporation ot tara wages in the parity tormula 
would tend to raise parity price• and prices ot certain tarm 
products, aa long as the period ot rising tarm wages prevaila. 

When the propoaal. to include wage ooeta waa advanced last 
September , in oonneoticn with the eecond price control aot, the 
Department ot Agriculture estimated on the baaia ot tarm wage 
rates the.n in ettect that the parity price level would be raised 
by 12. 6 percent. Farm vagea since then have risen further. 
( Bee Chart 3.) The Department nov estimates that t heir inclusion 
in the index ot prices paid by tarmsrs, a a ot llovember 15, would 
raise parity prices by 14 percent, and would permit an advance 
ot about 7 percent i n average tarm prices. 

Farm prioea aost likely to be affected include thoee tor 
wholesale a1llt, butter, eggs, ch1oltene, Wbaat and teed gra1ne, 
pot at oes, sweet potatoe1 , beans and covpeaa, apples, citrus tru1ts 
tor trash uae, aoy beana, and peanuts. MaJor commodities whose 
prices would not be immediately atteoted would include liveetoolt, 
r1oe, tobacco, wool, and cottonseed, einoe these a1ready are at 
or abo•e the eetiaated higher parity le•ele. 

' 

, 
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Tvo recent Administration measures designed to ease 
taro labor shortages paved the way tor Houae meabere to pau 
this bill. The first measure waa t he temporary lilting ot 
the ceiling on farm wages by the Director or Economic 
Stabilization. The second was the statement by the l{anpower 
Chairman that a p rogram was being formulated to bring rarm 
vagee more nearly in line with those ot industrial workers. 
r t 1e likely that thla program will meet etrong resistance 
on the pnrt or t arm operators and ownere, which in eome degree 
vould operate to minimi~e the etteot ot the inclusion ot wage 
rates in the parity formula. 

Ot her pressure against Government 
control or agr!Ou!tural prices 

An investigation or the prios-tixlng methode ot the OPA 
and or subsidies granted by the Commodity Credit Corporation 
tor the purpose or keeping rarm product prices from rising is 
about to be launched by t he Sena te Agriculture Committee. 
Hearings will be held on Senate Resolution 312 adopted last 
week, which states that a study shall be made ot maximum 
prices, the payment or subsidies, and the ope.rationa ot the 
CCC. 

Resolutions opposing Government controls ot both agri­
cultural prices and production were reported last week to be 
in preparation by the llational Aaaooiation or Oommiaeionere, 
Secretaries, and Directors or Agriculture or the torty eiSbt 
states. Meanwhile , in an effort t o meet these various demands 
to wsaken Government controls , the OPA and the Department ot 
Agriculture are reported to be studying the application or 
subsi dies in both production and process i ng , and ways or passing 
back to the farmer savings which might be made by cutting 
processi ng and distri bution costs . 

Penalty method to increase food production 

The Department of Agriculture baa announced a strong crop 
control program designed to give tarmera i ncentivss tor meeting 
1943 rood production goals, Special war crepe or highly deoir­
abl e teed oropa may be subst i tuted tor allotment crops and 
still be within the terma or the program. Failure to plant at 
least 90 percent or the crop allotments established tor the 
s1x basic crops will reault i n punitive action by payment 
deduc tions or at least rive times the rate or payment tor 
compli ance . For the •surplus• crops--cotton, tobacco, and 
•·rheat--however rarmers are asked to keep within their ,~ollot­
ments or race deduotione at t en times the normal compli ance 
rate as a penalty tor overproducti on. Aooording to press 
reperts, the Agricultural AdJustment Agency expeote next year, 
barring any action to the contrary by the Bureau or the Budget, 
to use nearly all or the approximately $500 million earmarked 

tor adjustment and ooneervation payments . 

• 
Regraded Unclassified



• 

- 5 -

Farm product prices at 109 percent ot parity 

Pr1cea received_ by tarmare aa ot HoYeaabar 15 were un­
changed trom their general level ot a month earlier. H.1gher 
prices tor cotton, wheat, truck crepe, dairy produota, 
oh1oltena, and eggs were ottaet by lover returns tor corn 
hogs, citrus tru1t, and tobaooo. (See Chart~.) The index 
ot tarm product prices in November was 25 percent higher than 
a year earlier, and 92 percent above the pre-war month ot 
August 1939. 

98 

For the thlrd euooessive month the aYeraga ot prices 
~id by tarmera (including interest and taxes) increased 1 point. 
The net result was that the index ot prioea received by tarmera 
in m.1d-November declined 1 point to 109 percent ot parity trom 
t he war-time high reached in October. 

Sharper rise in Canadian cost ot living 

An advance ot 0. 7 percent in the Canadian ooat-ot-llving 
i ndex during October was the moat subatantial since that which 
occurred las t June. Thla advance oontinuea the riae in living 
coat s begun last May atter a period ot stabili~ation- While 
t he Canadian index as ot November 2 shows a riee ot 17.7 percent 
trom the pre-war level, a comparable riae or nearly 21 percent 
as ot mid-October is shown by the United Statea index, indicating 
n lack ot real et·teotiveneae in etabillzing living ocate in this 
country. (See Chart 5. upper section.) 

As in 8ept81lber, the advance in Canadian llrtng coats 
during October vas due to sharply higher toed prices. The 
index ot tood coats rose 2.0 percent, vh1oh vas twice the per­
cent age rise in September. (See lower section ot Chart 5.) 
Prioea of commodities accounting tor the riae included beet, 
orangea, butter, potatoes, lard, and lemona. It will be recalled 
that in the United states t he 2.~ percent inorenae in food prices 
vaa the principal cause ot a 1.0 percent increase in the BLS 
ooat-of-llving index 1n mid-October. 

rise 
that 

As the chart ehows, there haa been no halt in the steep 
in food prices-- the most important item i n living costa-­
has bean under way since early 19~1-

Last week the Canadian GoYarnment announced lowered retail 
prices of tluid milk tea cottee and or~ea, arteotive 
immediately, to eaae'the ~train of the high coat ot liY1ng. 
The reduotiona on milk, oottee, and tea will be aooompliahed 
b7 subsidies. Orange pr1oe8 will be reduced b7 elimination ot 
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duties and toxee. An advantage of thia measure ia that it 
affords relief to the entire population, including farmers 
and small business men who derive no benefit from the cost­
of-living bonus, Which applies only to wagea and aalariea. 

Wholeaale prioea at new war-t1ae higb 

Prices of s~aple oommoditiea were buoyant last week on 
the strength of reports of Government and Red Oroas purchasea 
tor increaeed exports of domesti c commodities to North Atrica 
and other foreign countries. The adv&noe vas led by wheat 
and teed grains. Heavy demand for> flour and record farm and 
industrial consumption of corn were additional bullish factora. 
It vas repor>ted also t hAt further stimulus was provided by 
t he belief that the f lour ceiling might be revieed upward. 

The BLS price index of 28 basic commodities rose slightly 
to a new war-ti me high. {See Ohart 6.) This rise reflected 
a new high in the index of 9 uncontrolled commodities. Wheat 
pr ices were a t their highest levela since January, and corn 
prices were at a new war-time high. Cotton prices were lifted 
by large Government textile ordere and the renewed agitation 
by the tarm bloc to include labor coste in the parity formula. 
Flaxseed was hi gher on an improvement in demand for linseed 
oil. Cattle prices declined as they met resistance by packers. 
Hog pri ces were unchanged at the levels ot a week earlier. 

Denartment store sales show more than seasonal gain 

Department s tore sales i n November rose 12 percent above 
t bs previous month and attained the largest dollar volume 
since last December. The rise was more than seasonal and the 
FRB adjusted sales i ndex advanced to 135 from 128 i n October. 
This is the second highe st figure on record, being exceeded 
only by January 1942 when the index t ouched 138. 

Due to the later observance of Thanksgiving t hie rear 
in moat st ates, the week ended November 28 bad one lees shop-
ping day than the comnarable period a rear ago. Ae a consequence, 
department store sales during the period dipped 2 percent under 
year-earlier levels as compared with a gain ot 30 percent in 
the week ended November 21 when the reverse si t uation prevailed. 
(See Chart~.) Salee f or t he entire aont h ran 16 percent above 
lfovember 19 1. Th1e riu waa onlr part1all1 accounted f or b7 
prloe inoreaeea as average prices of t ypical department store 
lte~a at the beginning of the month were onlr 6 percent above 
year- earlier levels. 
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Preliminary reports indicate that the pace or retail 
sales step9ed up to even higher levels last week under the 

eti~ulus or colder weather and heavy Ohrietmae buying. 
Dun and Bradstreet reported that retail stocks throughout 
the country were being rapidly reduced by record buying 

vb1oh vas vell above a year ago. 

Retail sales or durable goode deollne sharply from 1941 levels 

Depart Qent or Commerce sales data tor October ehow that 

retail sales of durable goode stores have declined to Within 

2 percent or the low touched in June, which was the lowest 
since 193$ . (See Chart gt upper aeotion.) The sharp decline 

ot about 42 percent from he 1941 peak has, or course, been 

due chiefly to the stoppage of automobile production, although 

credit reetr1ct1ona and gasoline and rubber shortages have 
contributed to a heavy deollne ln used oar sales . The sharp 

decline 1n retail durable goode sales has been accompanied by 

a decline in installment sale debt of even greater proportions, 

as aho>m on the ohnrt. Federal Reserve Board cred1 t restr1ot1ons 

have apparently been the principal factor ln non-automotive 

i nstallment debt deollne, since retail stocks of furniture and 

houeehold applianoea remained fairly adequate through the 
middle or 19~2. 

Charge account debt cut deaoite rise in aalee 

Although the dominant factor in installment debt liquida­

tion has been production stoppages, such baa not been the case 

1n charge account debt. Reference to Chart 84 lower eeotion, 

V1ll d1aoloee that ordinarily the volume or charge account 
debt la closely aeeocleted With retell sales or non-durable 
goode stores. Divergence ln the usual relationah1p began to 

ap99ar ln 1941, however, and by the late spring of 1942 the 
aimllarlty or movement between non-durable goode ealee and 
charge account debt was completely lost. Charge accounts this 
year have deollned rapidly under the impact of restr1otione 
imposed by Regulation w, while retail sales ot non-durable goods 

have steadily expanded to new high levels . 

• 
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Tho Honorable, 

• 

BOARD OF ECONOMIC WARFARE 
<I'FIC£ Of EXECl111VE DIRECTOR 

WASHINCroN, D. C. 

Decetlber 7, 1942 

Tho S.cnt&r7 of tho 'f1'M8\Ir7. 

Doarll1'· S.cnt&r7• 

!loc1oeed la tho apncla tor tho next -tine of the 

8oant of lo011a.i0 lla1'fare to~ hold OD De ...... 101 1942 

at lOaOO a. •· 

It le propoaed that tllare ~ an oral dlaouaolon of 

oortalD pbaooe of tbo ad.ln1etrat1ve work of tbe Board. For 

) 

tbh rouon, 1t 1e requested that att.,.clanco at tb• -tiD&: 

~ u.lted to Board .-bore cml;r. 

-~·. \& .. em~ 
!noloaurea 

0 

• 

110 
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Re_port by t he i'ibere Section 

ot the Textile D! v!e!on to 

the .\ssist...ult t.irector , 

Office ot lmporta, 

Board or ~eonomic ~·lart.;lr·e 

October 15, 1942 

Washington , ~. 0. 
r 

\ 

Regraded Unclassified



I . 'l'!li: l'lli.BUll - Crl tlc.U. Sbortoe• ot & r<\ ""4 llott l 'lbera 

1. bt.ltlatlc.J. Dlttlcultlea <1nd ID.adeq\ldclea 
2. r .. b1o 1 - iidrd fiber s 
3 . r~b1e n - Soft ribera 

1. l.xpWlsl 011 Of Soft J'ibGl' . .i:'lrO&l'da 
2 . The 'lllme Blement 
3 . The &tulpment .. nd IL.t.terlula F .. ctor 
4. l'Nnoport .. tlon 
5. :he coat F11ctor 
6 . ~· .Riek Fdctor 

1. OYel'oll CoYer oment "U".,...•to 
2. Purcbdse Contracts wt th Fore!&~~ CoYcrncollts 
3. Co11tr..ct • 1 th IncUY!du..le , CoYer~~&&nt ., Party 
4. lnd!YidUd1 Co11t~cta 
1), Procaee1J>t! Caotr<lota 
6, l.xparlmontal Pldnt1D6 Contracts 
?, Collateral - S<>r rtC1116 <'lid Fln<>nCIJ>t! Contracts 

• 

113 
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I. TJll. i'ROBak. 

TJlorO io ~t prooont an OYCrdll ohorta,(,e Of b..rd tiber WhiCh cannot be O'fCr­

COC.C by dllY C>o.IDO dV.dilobl O 1f1tbin d rt<IOO~blC pGriod Of time. ::ilnce ~rd 

fibt. r is noooaOdry to tbo bdrveoti~~:S ot our crops and the opor<1t1on of our 

U..Yy <~nd .• na.y , tbh ah~tu.p 1o !- uttar ot sro:at national concorn • 

. u this tlac, t1vo -e~pa 11ppce.r n_o,coaeolr)O to coot tbc tlbor problec: 

flrot, !Odke ouro tbdt dll available aupplica of hdi-d flbor, anywhere in t ho 

worl d acoooolblo to us, .. ro ~•~ulrcd tor tho usc of ouroelvcs <ind our ~llioe. 

r.oeond, oxploro ~>ll further present aourcoa ot fiber, botb bdrd ..u>d aott. 

'l'bird , develop new soureoa or bdrd tibor, 10 tu dlld Gl r"'p14ly 4& C44 bo 

doDC , provided ~Udli ty Ia aood cnousb to acne our noeda, dJld provided tbo 
cost in doll..ro , .,..tcrlala dlld lloUipower will juotity tho result obtdlned . 

Fourth, accumulutc , in ddditlon to the proacot inJdc,U4 to stockpile ot bdrd 

fiber, .. atockpllc or oott tlbera autficloot to provide dD ~dOQUdtc supply 

or substitute t1bor <1t .. n tl.aoa . 'ior t ho aoat ~t, this ro~uirts tho 
r..~pid ;,.tt..illllcnt or a atockpilo or J'utc be fore toorc Ia ..ny acrious t~t 

or lO&iQ8 Colloutt<l, .llld tho -..1DtCIWJICC Of tbh atoekpllo by further .. c­

eretions, eo long a& poaolblc , until' the ~ntici~tod supply or domestic 

hcJtp detu.-lly como a i<~to boice,, dJ>d roUe vee the pressure on J'uto . 

flttb, conoorvo the usc of b.-rd fiber by ~odiutely requiring the subatl­

tutlon or aoft ribtr 00 fJ.r .te possible , by Cxp.tllding the UO< Of ~per ~~~­

ging, Oatt.Jbu.rga, etc. , .&Del by other coneerv..at1on mt...1surca. 'i"hls~•. of AOu;ao, 

• function to be porto mod pr1a.Lr1ly by the o..i' .B. with whieb the Bl:7 h.-e 
dlccusst d tho 6.1£C u<ld •blob le -~dy sivi<~g the mutter full considcrution, 

TO meet the needs , tho <extilo ~1v1sion of the Offico or Imports is now on­

ll-!scd in uooompl1obing tho following t..oko: 

First , it Ia camplct1"8 nogoti•tiona on ull proSC<Itly uv.it.blo sup~lioo ot 
~tiber. 

bc.eond , it 1• IU1Ct..a.1n1ng n.prtscnt..o.t1voa, tcgpor~y .6n4 i)(f1D..ll1Cnt, io CUbJ., 

ILiti , Ccntr.tl ~d South ..,.ric... In ~rt1cul..r it I a chc.ckill4; on H..liti"" 
~is~l ~nd Ocntr~l 4mOr1~ abec..1 d&volopmGnta, w..a.tching the K~lv~ oxpori­
cont , w• teb1Q8 dJ>d bolp1"8 Rooe>lle dovelopmont, ""d txploriQ8 the posa1b1li­

tice ot Pi~ Floj..a., ¥1~uc, C.buv..1, etc . 

I'bird , It 1o CloYc.lop1"8 In 1943 .1 crop ot ....,_ 10,000 tone of E!oacllo 
tiber. It condHiona w.u-NU, it my b.lvo to divert ....., to ac.cd .., sc.t 

"'ucb ldrscr oxp....aion or output in 1944. 

Fourth , it Ia complctl<~g the. ecbodulcd purch••~ or lute ~• eoon ~• poaeiblo 

dOd cle.tri<~g tho w.ty ror furtbor atockpilo <iC~uisition if then "'uthorlzod. 

Firth. 1n tbo ovont tb<lt Cnlcuttd ...,d Mrlu abould be loat , H 16 rc•dY 

Witb PL.<Ia to push tor further borc..eea in llcrlc.u> Iatlo .lDd "Ia..!, in 
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Jllii t16JI SiNl, 1a Poru7~ ~d Cl.t.Aol4S.U l'l.iJI~ 111 CI»~~J'Ad V'~~f· J... 
· double the ' QU¥titr ot OX.POri~~Cn'Wl tibdra wo)i ,.& ~~ i1J>i~,. n.llf .!.to 
C..~•; to dou'blD tbc otrorto. by e4uo«t'1011 41\4 pubilc.itj, tot~~­
Mtio:O. or uisod ribcre; .to o.xP44'RoaGllc to :10,000 t0ha.'111 ~- Ur WI boo 
1n tiM) lt.Dd''in ~ event to 50,000 111 1QU .ind 100,000· 1~ l.D411, d to a-
~d IWai• ~ 211100, 10,000 .u~d .251000 ton.. ·· .. 

rhh reP.Ort -..a coaplated •• or October 15 baton :re~;ent 
oeaaea or th• Br1t1~h dlld AIIOriedlla 111 •tric.'i. • ' 
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' 
In or~er to nr.,.~ ~. •~ a ~~ t"• htal p!ot\lre 1n hard uu! aott t1ben 
all the perUnct atat!lt!o..). *'=' h''" l:een uaeab1ed ud pNHDted 1.11 the 
table• below. Wbll'a. 1QDS &lid r.~1u Uley ""r1 t nost oaretul o-1der&t1011o 

~ word or ca\lticm about the St.ttJ.at1oa 1• !n order. 1'l>e fi~n~ftl tor 1141 
are• of oovru. ~~ ot reoordt t' o.•e tor 1942 P"rtly ao. !\It tile dllta ci..n 
for 194:5 and aul:le<!\'Oilt yean Deoersarily repreaent in lerp:e Jlf:rt .. tsata• 
aub.1eot to honest l-··t oOillldort~ble c!Hferencea or 1ud,_t ond op1nioa oCIIICien»­
lng the period t'lat l!ea ahead. 

l'oreovor, tllia report ra o0111pUed nnd autm• ttod on Ootober 15. 1942
0 

and 
ho.d, of OO\lrse. to toe bl\le~ on t'•e ocrttored o.nd l n&bnt\ua<ve•··dl'ta · ••rl:llh'bh 
that drte. Informat~ on ""'de f\Vail•.ble a'Me t'•l\t t<-<e oato•rdly mlcea Mre 
acour"te eatlO'I\tea poaUhle today. 

l'or o~~a >le. 1D the table the eatlnatoa for sisal fro- llr<t11h .•~lea In 1948 
' " d auooaedli!T. Y"ars .,..., baeed on o Depe.rbent or 1-r<otllt••re orop estl•t. 
of 160,000 tone, ot wh)oh -e hoped to get halt, later r•..-· rea lnd•e .. ta a .... oh 

··o-.. ller e aoo, of 101\ioh our a:O.•ro !a to be 4!(.1 with carryover ot lots nflo•t 
in lq4?. 1 "t Arr'viD• 'n 19~3 l :. '• no.., est!aneted tla•t reoe'pt for 19~3 '<ill 
h nbo"t 66,000 tons and 1n a •oc .. c!np; •:eere &CII!Ie 55,0"0 to SO, Cit'<> tone. 

'l'ha fnct sho•·lcl ~tlso l·e '<e'lt !11 .,·nd tlt"t "11 f'o;\• rea or eat1T.l&te~ r·t .. re 
rnce! 'Ita l:y ~eal ,ii rnpresent t'\8 1• rr:eat tllll•unta wh'o" t'lere ~ • a J?O""'.'HU t)' 
of roeeiv~ n... The "-':\rrl t'l-er <'e£''o'ts , t''erefore , a.re t,· e !"'n"=nmt noaa ',..le 
daf a•ts , del•l-er•.telv ao oreo·red •n th.e 1nteJ'Pit.a of :t•t•cm"-1 safety. 

l'oreover_, ,.·,en t'le oreparation or t.'l s recort ""' be-"n, '" ~epter.ber, h•rd 
o:ad soft f'ber at•t'•tlea -:ere 1-e'"l .. ha!ldl..,d seperatelv M~ t'·.are :!.poeand 
to h nauff1C1ent "al'& tlon t:..St soft fHer avloat•t·•tlon for hard f'ber 
"'' " an 1med•ate necesaltv. In cooperation l'tith. the 'PE who undertook 
Hm•tlt• neous •t,,d, es . t'•e nEW , b)' the methoda or ootil:late ~sed 1n ·th1a atudy, 
domonatrotecl be\•on~ ""e~tion t"•nt soft flber aubot1t••t1on is necess~ry • Aa 
n result, rw.ecllal stens h11ve boen tt•'<en an~ soft f'l-er ia DO'! be'n,. orooeaaed 
lnto :lt'rn 1n the Soft I" ber In • trv, for ~el'werv to the l!tlrcl Fll:er Induatry 
wl\o w!ll use lt In ·the pro~•·otlon of oord•JtO ·:ad 1:-t~ne. T'e pr!l'l&rv o't-1eot'"'• 
of thls reoort hsa . tbet"fore. already been •coomplir he d. 

Today the l1HI 11 ooert~tllll' not on t'le t.o.s<s ot .,-:-l:l'lr'\ 1-ut ot tlle ~nii"UU'' 
receipt •·th~ch ao..,.ar e:a1!red. It•a :-·,··re~ conse,..Pentlv ·t-orr ~~eolt rrel\ter 
t er•clta tlo-n •p,.., r 1D t~>e ro;· report. '!'he mtt.ar 1a .. u un~entood bv thit 
Fiber t eotlona 1D l-oth to~rcla t" t t"e rDf £· pvre' I"CIW W,71L.,. rece1 0~ rod 
lllinl~•lllll det'clta -mel tl)e ·'PB flr;·•ret , .• ., n!n.!rnw rnoelnt.a MI~· BrXllCI'.., 

defloita . The B!r! will do ita beat to come aa near •• poaa1'ble to thit arwox•­
reoe1pte ln~!cated1 the "ifP B w!ll do ita beat to oonaerve lll'terll'le W rual'd 
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t.f.AiDit the mt>.x!llllml deflcl ta !ndico.ted, , 

Fi: 11 t t ' e date this reoort "18.1 oa.oHe" t• ere ,.. no ""'""ate •'tta • h•~~o/;o~\l• rementa nor on t~e "osalN l f t eo or. l n~st:t\ltin~ cotton and ,.,., 
aa '1:-"1\'-Snp: nawrlo.la , S••He••·ont to October l~ t.'t& ll~ cl\ll~d a oohtel'ellae 

h' h ~ma 01ttonded hy re.,,.,.sent·t vea of the Burlap lln ·t , ~be .Carded «~'->' ~oO:a Un! t , t' e l'1•lo <'.na Paner BM'loh anri t'·e Contl\'nera· BT&nch' of '""' >fPf: , 
t 8 t~r• o·•lt•r•1 '1'\r !!el" t ' on Un!t or t "o rep·rtr.ent of A"r',~•·lt.,re to•ether 
"' t•1 t ' e lin 't 'of" t··~ Oet>l'Crt:ne!t1i 'h"hd l ! n~ all m·tt--rs of ponta·nera for 
·a~·rHi••lt·•~l "•c. 'f'le ·Corps o "En,;• ~e~h of t'-e ; • ~v ' lac &11l:1li' ~ted cl•,ta . , · 
tor t '• e •l'I··Ot ' nr· to,.et'•er ... ~t· · ·~·. e· r l-er 1\n~ non~"'.•.nef rep·resent"'t'vee o~ 
t ·& F~/ 1, Drer" 'lOSt Hle •·se of '•nper, 'Otto'l nd ot:ter S" l•stitute oonte•nen 
to re.,l ·on ·h·te 1-P."'S -'B.s t·~oroU""11 ly ex-plore(t. 

l t ..,...c fo •n4 , for ~7arhle, thl!t t··ere ar e cone'cleral-le l~m· t·t' ona ''pon the 
oouiUe ·•aec of' o-•per ; ·~lmilo.rlv, t'ere •.re l · m•te to ·the t~mcunt o~ cdtton 
.,.ohlner' . ,d lt\1 or t.n .' lrble for t ' e procl"ctio., ot 'le•vy cotton b'a~a . 'llle 
r l"CC" OPMOt 1138 1\DV 1\•l =t · t··t e f'or 1\-te Gt.'n'l-ft~a WJ tl!out loa a Of 10" 1 1 l;Try 
~r .. otcno,,. ' tte r c!" le,·l'"t~n~ "'11_ oo a lle a·•t-a t ... t1~t!ons it 'l'rS cle"r that 
t l.ere Wo" l < •t'll h ll a·•rstentld VQC\1"1!\ If no h•rll\p "18rG lnndrtecl, The 
'PB now o• lc•• l• t~a t-....t 110, 0"0 tone ' • t>e nln'nu"' reo· .. re" wl\'le a aub­
stanthlly l rr;er """'';n~ 1• t•rrcntl" lea'T'i'le ••e r e .rreiJ!:~t ·~pace o.vallnl-le, 

Rxperil:lent• l uoa of' 500 !" per on-;e on • ah<.,ent of C•·r•n s ·,~a r ' nd' c"tels nny 
dJtr•c,•l t l t':t • 1 •·t t'1e Btr: '".r:a reOor.r.en~ec' f't•rt' e r eY.ner~l!lO"t"'t.~on on a 
&co lo or aovorol thonso.n~ b · a . T11e .. ,, '>f m'1Hnna of P' ner bn-:s for t "•ar 
nannot l:'o 'Moom.~encle~ ;. s vet on t.1t~ l-As e of orosent r'11ta. s .. rstA.nt •ttl P!llt • 

of oottori r•.•• '• 1-e' n" r~e·· h-t t' •ere ' a ~o ·>t ,rs to tl-te. ooss'i-n•tv or 
cbtn• n•n• an1 ctant•c.l •"ant t 'es of cotton 1:-r"•a for &" r• r •n P.<'<''tlo'l to t'e 
~u,nt•t•oa r«l\' 'lMd for' lll'nv ot-'•er rrt clee , ·'!"·~ l!'ro-rt'• of f 'l·ers a••ch • I 
1
1
alvn l.lnd Rooelle ' n (;··b• •nd t'·e lan~ l n111n ·r·ct r'e of t "es·e f ·' ben Into b•r~ 

deoende on the s .. n,l v or 6p:un ~ .:n tt -. v•n,. cnehJUerv r io':l t he n. ~ . ·c r 
l'fbic~ t .wo••l d r:ot e.ppe• r t;•t · n·: S "'Ool~: •e • ,.,-'lnble. 

I n el-ort , t'le · t · t ot ' c• l o•ct re prj>tente~ !n t"e t bles •
8 

"till st•lostcntlel­
ly· tl"''l . ....... ~ .. ~· v• 1·" ;-,-.. re t• e honut rn~ le~· t· .... ~te <'' tfe renona or 
lttdtT'Ont •OOD4'-PI'TI"n~ t'·e ~ l~t.c,.e .,rec · aj on or •.,c'• · 1d t•"' 1 ~teN . 

'iote •n THe 1 
tl1· t e"e-:: lf • r r •on nnd Ind<o. oontln••e to be ~-!l~ble • a 

on• rcec or • ·•nnl··· t'•e def o't ' n ~r r(l rnera wlll be nt least 43" 500 t on• • 1"'3 Jf' ' ' . • n ·• • r on nere to h l oot t'~e det•c• t 'l n 1943 woull·be Mbre t'an ~o1•ble rl ~o o. .fl., re of 8~, ·oo tons , 

• < 
In T•b]o 'I not<oe tb'.~ no ost•nm:te or the reo•i• re:nentlt of Goft f Jber 10 
,.•von. 'O"'rtly beon,,se t' .. ·ere ., re a.ttch a ml1\t "t,1de of V"'r•nl>ies in the pjct\1rt 
as t,o l'llli(e os.t•n• tes "'OrP. 'd<>oept<ve t'"n ••"el'ul , p•rtly l:eo'"""" pro~rtUM ot 
Sl'bat•t,.t• on t~nd con•ervr.tJcn h~ve not ndvonoed f r r eno••.-h beyond the ex­
por•~oo11t•l ' t"I!O . to porm.i t NJ".Jlt< t- t •,•e ev•l•·~ t• on ot drv --~8 rnd/or con­
'"'"'"tl on. ·•ll I oe H to tioint Ol'r tb.•t ; r 0\'r nee~• nre OTpre· sed ln """" 
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1 
of !>url" P• t"" tovl c!et• o<t ot 1-ao: · ·n.- nnd oord·,.e t •hl'ft to be lliet •All 
'>Mdlv to f"'arot~r tot 3JIIIl1'ht t o lo" ,. t l,c.n i~6 .ooo len~ tana - " ot'"t too 
on thfl l •tp,os ' ticr,t th' t rnd ·' 'a hel <'. 

If Indln shoul d l:e lo~ t th<> aoft fil.'e r s "'"'''tlon wo·•~d bf!o..., l llt(!e"'~ ,,0 ,.te, 
1,110rta from lnd'" wo"'ld , ot oo· rae, dro~ to e y SO, I'lOO ton"i <n l PIIl! .l'n<l 
nothinr: t • .. re:.fter. :1"'\ t wo 1c! wo do~ Coro" !?rodvctl o'l ta, r"t re. at..0-,.,d ' 'P 
r nother 15,000 tons <n 194:1 ~n<' ·t" ere · rter, htle b•· 'n"o', tO' aix t '•o•·• · rd 
tone . Ronle f ron Cub<' <t'"ht t>e ' nc r e ' a'"' to 2, 500 tons •ti 194S, 10,1'00 
ton• In 104~ . nd '2• ,00~ t one ln 1945, 1m'lerta ot flo~~ Peru ~•,ht be 
exported to 15, 0C"' tons ~nil t'to "' r r or:t CP.,· do. to ?, Sop, "·009 ll'ld 10, 1'00 
reepoct v~1v ~n 1943 , 11944, ·~~ 1°45, · Herm . fro~ Ch•le ,..,.. t : : e 1noreM1d 
to a v 10,000 tons , nnd in t"e United SMt e• •taelf 'nore:><ed •• ...., 10 
peroont mo1e t.,cm tl,e 'enonno"a l ne rense& olan'te~ i n '1\"ble ,. I. l'he pro<'' otlqn 
or Ro el'e' ·-n~ li.•. l v• , ,l n Cel,tr · l ll'orien ro,1d ootaHl v he <:<~crel\ ed to• 
30,00" ton,~ ln 1943, 50, 000 ton• ; n 1944, ·n~ 1'\0, ()()(\ to'\1 ln 1'l45, COIIIp' re"' 
t'•eae fj""'""s w•th. t l;e 10, 00" tona now -pro<ected for 1'l'-3 l n "Tnb1e •t • .'&ttlfl 

0 

~~t· • 11 th~se h•~)!1y lmt' m<.at•e l:nt. P9"afl-1y rottl> ar.l-\o oro~l""'w , t he ••t • 
rflll'lt " 0 ·}' b .. t·~~t 'tot 1 def' cj t e>">J'$ ' t e d ln tel'tl8 or ~ur1np : . wo••1d 
<nata.,· of 125, 000 lo •. "tons now be 26o,n-o 1on- tons ln 1"4:5 r nd 3~5.000 
loiV tonG t"•ereafter, 
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£STIMAT£0 HAAo "rl8tR RECEIPTS AHO DEF ICITS , 1941-194!1 
(IN LO"" TONS) 

focmoon 
CAILNOAR YCAR8 - '11101 SOUR a: 1941 '· 1942 1943 1944 1945 

1. MACA I'HILIPPINU 109, Z11 7,366 • JAIIA 1,964 402 • CDnAAL A"f:R, .45 1, 000 5 , 000 18, 000 z. SIUL JI<VA "64, 777 11,102 
2 . • 8ltiTISH [, Ar, 7,054 85 , 000 75,000 75, 000 75, 000 3, • MoU1181 QU£ (5 , 848 3 , 500 13 , 000 10 , 000 10, 000 • POAT. I, Ar. ( 5 , 000 5,000 5 , 000 • M.-OAG.ASCAR 2,500 4,000 4,000 4 , 000 • BAHAMAS 1,500 1 ,soo 1 , 500 1,500 •• • ~XI CO ( VI CT oCT C) 3, 000 3 , 000 3 , 000 3, 000 •• • HAlT I 9,957 11,000 11,000 15 , 000 25, 000 • IU 6C£LLANCOU8 1, 027 1,000 1,000 1 ,ooo 1 .ooo s . HI£H€QV£H C\J8A 4 , 643 4,000 3 , -400 2 , 900 2,200 s . • ~XI CO 73, 705 73,000 72,000 71,000 70, 000 s. COAOAC:E&TWIHC CU8A & ~XICO 16,600 16,600 1 6 , 600 16, 600 16,600 6. -QV[N S ALVAGE 5 , 000 10 , 000 20, 000 7. X fiBERS W.l .&et HT • '-"• 2 , 500 5 , 000 10, 000 

101Al HARO fi iiCRS All SOURCES 29-4, 786 220, 015 214, 000 224,900 261 , 300 

e. u.s . R£QCJ lttCMCH11 201 , 000 208, -400 21!1, 000 Z18, 000 217,500 AI: [ JC~OAT I T 0 (:AHA OA -40, 0001 39. 600 38, 500 -40 ,500 47 , 000 lR!Al REg! IREIIENTS 241 , 000 248 . 000 257.500 258. 500 264, 500 

SUIPWS (+) OR 0£1"1CI1 (-) + 53, 786 -28, 000 -43, 500 - 33, 600 -3,200 o 0 ° (.V , Loat) + 53,786 ~.ooo -e2,700 -93,400 -,-400 $t00CS CAMICO 0\'Eit AT Vft t:HO 12!, 840 811000/96000 48,500 14,900 11 ,700 • • ,-,. , LOST 123 840 -· 0300 9 • 
• FOft eout'cn , .-rHooe OF t:STtiMH AHO OTHCA Pft08UMS CONHCCTCO WlTH CCM'ILINO THI;S£ r!.._,fttl, 8 ( [ 

rOOTNOT[I 
1..-EDIAfl ,.OLL.,.IfHh 
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uau: 11 

6Cif'T FliER IIUEIPr$ •o UUIP DUICITS, 11141-19415 
(IN.._ T-) 

FliER si!!c£ 
C~ADI: IE:aJ ICW'T IIIlA IlL .. . .. 
lan.E •••co .. 
IIAIIIE CH I* & PH IL • ~. n c. 
r&.AX I'UU 

. 
• c.tH~o.i' : 

liE .. .. ... 
CHtLLt..: ~ .· I • u.s.;A=-- :• . 

. Ju'JC • l..o'IA ·.; 
· Jun auni · INOlA 

• CONGO 
ROB• 'fl!ef\IA . ; 

CEHUAL A!!!5alc:a .. 
TOTAL-6Cif'T HIIOIS ALL SOURCES 
Aoo aECEIPra HUll Flilalatue I) 
TOTAl· A(CEIPr-ARl l SOFT l CORDA 

8uiii.AP i•OATS INOlA 
~ IIEEN 
SUI!y18 (+) oa O<:r!CIT (-) 

1941 ]1142 

1 , 10;0 

9,375· 
·' 21 ,~ 

373 . 100 
267 . 3,500 

66 1,500; 
1,11!15 ' 

, 
- 3 ,500 

~ : 3,3~ 3 ,50o:. 
··z,Tl:z· . 70 , 000_ 

5 , 9711 13,000 
. 2,5111 6 ,500 

118, 875 123, 000 
294, 786 220 , ot5 
413,661 344,115 

237, 000 t 75 , 000 
205,00!1 240, 000 t 32, 000 ~.ooo 

1943 1944 

: 10,000 10,000 

22 ,~11 
< ; :; 

500 
.. 

.7 ... ~0 __ 
1 ,_500 • 

~ :-- ,,, 4.,500 : 
,-; -~.ooO 

·: 64,oOo 
16,000-

: .. • 7,500 
10.000 

222, 000 
. 214. ooo 
44&,1100 

200 ,000 . 
325,000 

·-1~_-.ooo 

. . 
-zz,ooo · 

- 500 
1;ooo 

~ 1 ,.500 
3,'500 

'·: 1.\o ,ocid . ' 64,poG 
16:ooo • 

7_, 500. 
10 , 000 

242, 000 
224,900 
476,9oo" 

ZQO;ooo 
325;000 

-125.000 

FCM..L.GeUICie 

: t I 

10,000 

500· 
7 ,000 
1,500 

. 3 500 . ' . 120,.0.00 
64, 000· 

• 16,000 . .. ' 
7,500 

11t;ooo 

22Z,OQO 
261 i'300 
493,31}0 •· 

200, 000 
325, 000, 

-125, 000 

.. .-
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JOOUMU '1'0 'lAJLIB' I AJID II' 

: ' lD pnornl t J:iP,r t fiF<?• tor 1941 nre t c.kon, troD tho r ocoMa ot t.be I,P,J, 8114 DoparillloDt. •o:t ·OCDlCI'CO. · . . . 
1, Jloeol~l •of .t.btiCn (foll the Phll l pplnea , QZ¥1 J~n )'l'lj eatirvltod to OQDo tlnuo nt lllro. ..-on 'l:t tho 111'011 nro rocoDq~&cre4, lilupjUoa alcllt bo uncertol n , A'bi\Cn, tram Oentrnl .lu:torlcn h cnll~ntodl ell tho br .. h of 40,000 norte belli(; pl.ontcd, nnd t o be planto4 1n 1943 on l.M4 now boln;; prepnred, • I : · 

' a Bhnl troo Je:ra alnllnrl.7 oetiDnt ed nt soro nttcr i942, l etlmnhd r:,celpte of atw fron l!rl tilh !nat :.trlcm tor 194~ hr!l br..aed on tho current rn~o of r ocolph nnd l!rl thh ostillll'.tU of ~tl tio• llkol~ to bo r oco ivof: tor tho bfllnncG of tho ~onr , nl thoU&h thh qunntl'T h le11 thlln orlgllj&ll~ nntlclplltod when genor l\l contrncte dro nogotlnted; 1!111 eetloilto on auccoodl ll(; JCIII'a 1a b~.aod on ~ ot nn eetinnte4 oxpnnded production ot 150,000 tone per nnnun, oat1mt14 by the Dopnr~t of A4;rieulture , I,P,l! oetlCI\t oa nro aubatnntiaqy lol'or, ~ · 
• I 3. Tho flpo t~r llo&Mbiquo in 1943 h bnaod on expected llii :Jl?Ont of bl\lnncee from 1942 which nro now und.er negot1ntion, 

4. The tlcure f or Silnl tron Mexico lnoludoa Victprin Sianl nnd vnricue other ilnilf'%' tibora , llniti M iner oc.so of 5111\1 producti on h cnlcull'.ta1 on \ho bnoh of' nddi tlonl\l 30,000 Mr oe, n aoqowhA~ optlniat.ic fi gure , 
&. J o now l onocpon pl nntlnc• will bocono nvnilnblo until nttor . 1945 M t hh plant ~. eovon fOAl's to nc.turo , Rodueod d~ for tlbor l n rocont ;ronra rcaultod in r educed repl ncooent plnnt~ duriae tbo .. 7MI'I. Ooneoqucntlf p;r~ioh lllll doclino ovor t ho next 1:tow yor.r.. Dill decline 1a ~t6d t or Oubn a t ?~ ot cur oombil!a4J receiph:o:t tiber Md cordna'oj bllt nl\ t)lo r eduction lhowe up on1 the fiber ti&+z!'•• na lt 1a MIUMed bnt Oubo.n Co~ production will be n~~lntntnod M ' current r nt.. . Bon~on corclnge Nld tv! i nc :troa Cubn 43oo tona , llexieo '12 , 200 tone , t o t l\1,: 16,600 to~• · lhilo n'btlndonod plnn~.tiona. cr.nno~, bo generoll7 r oatored t o product~on becnu.ao ,uncut plnntl go, t o eood, th<il"l! 1a 1\ U nited r eo"er;r to be onao fron ·iuch ' pl~.Atl\tlOil'lo '' There ·nn TGpOrted to bo nume!'OU4 qbondened Benoquon lnnda in llo:d,co and t hoao libould bri~ in aut:ticiont f l bor td vor;r nonrl1 ott eot tho docllptnc pro~ctlon on tho nctlve plNitatlona, 'l'hc ltoxiCM Bono~on t1gura1 IU'O t hor.o:tore drr>JII t o lhow n dacll~ of onl7 about 1~ per ennum,• l 

6 , ao.,o ~:o:t old 1:11\~ir.o cor~· onn' be (i:ttoetoc!: tho 1tJrt 11 ooopornti~ .n tlii e pr ogron, The recOTar;r ot ' old v;1 od bl ndf»j twino hn• boon rGCOm.e.\1!« t o ~ Dopnrtaont of i.grieul~\IZ'O. · Oondltiona undor 'llblcb threahi.Dc "'"f'hilwe oP'mto Mlco IUCh r ecovor;r d.itfioult , Tho llrlne .,uld hm'e to be Cllt b7 hMd Juet bot ore tho bundle on tore tho t hroahor, some nddltio~~ reco•er;r can bo ct:\do nt the ailo, whore tho twine cnn t o aone extent bo eoparntod troa tho etmw whi ch h boi~ prelp\rod :tor dlOCO• After reco•or;r ot tho Wino, tho fnraor or hia oh1ldron would hAW t o 
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. . n. !lho lue .. t •J~Peote4 11ft •ov.ro'! of tiber il in Amol'ic.tUl lleiiiJI (a .Ott !1ber1 onnno.bil entlwa, no~ ·to be ooatueed with Allnoa, 10 onlled "'INNUa Hq1}. lberou prior pro4.ucUoa hal been .fror~ r:uah lo .. ~ 3)', 000 «<ftl, aeod 11 _!10'11 bo~ae .rl'owa on 37,000 1\Cree, eeti!:W\tC!d to plM• 300,000 aoree in 1943, .b'erneo crop 7ielda nre About 800 lba, por 1\01'1. :. pouibillt,r existl therefore of pro4.uciDC 13>,000 tone of tlbor in 1943, !he COIQ)lete inoxporioaoo of 9~ of the pereonn•l who will M1;0 to lwldle' thh now 'crop nnd tho pouible qu .. tion of fltnau bf all tho lliD4 wbiah will be ueod, ookel i ~ qui ie po111'tle t hat DO l'l01'8 tht\n ~ of nol'l'll\l 7iOld 'II ill bo obt¢,nod ~o tirat tonz:. or eo,OOQ torie, A compror~ilo fiaurP of 90,000 tone it uaed, whi ch it tolt to bo tooewhl\t on tho optt~iatic aide tor 1943, worltlne up 8J'Il4ul\ll7 to 13>,000 i n 1945. 

12. Juto r.nd Juto Butte fror~ Indio el'CI being pUrcbl\tad b7 'tho &o•eniMn't tor atockpilo, ;.. total of 80, 000 tone for ioport h to bo 10 plli'Qhnt4i4, of wbtch eligbtl;y leu thnn hl\lf baa· .UroP.dJ' boon bought, Jurthor pv.rolliy.ee will bo modo ne aultnblc q\11.\litJ from tho now crop bccooea bTailt>blo , Togo thor With privn t o pu:rcbc.aoa provioua).y ca4o, oatio-.tacf it:lporta fo:f 1942 nre 70,000 •one Jute (!lld 13,000 Jute Butta; but fron 1943 onwnrd it 1~ . nalllll:lod that .pu:rcbc.aoa •ill bo ,onl7 nt the r ato of 64, 000 Juto M4 l~p.OOO . cuttillGt, or not oliOoedi QB 80,000 for both. 

13. 8tnthtlca :rocei-red diroct from it~po:rtera 1nd1:CI\tO roooipta of 6,111 tone of OoQBo Jute free 1941/42 orop and 2,968 tone from 1942/43 crop, Dopart.oent of Oomoroe figure• t\1'0 2, 581 tone tor 1941 tlll4 . no£l ig1blc figuroa for 1~ M4 1942. · !be official tiguro h lhcwn for 1941, with offtettins iQtronae in 1942, r~thoUGh thoao figuro1 thould be roTer1od if tho infornntion f r oM tho i nportera i1 correct, It il beli~ed thr.t w1 th preaont condi Uou in tho Congo tho f\l,tul'O .eropa 41'8 not llltolJ'. to cAke •or o thll!l 7,500 tone a ;yeN" nvnilnblo.. ,: · '. · · . . ' .... 
14. 1!he .non:lnl. conllll!lption of .ruto 1a SO,Ooo ttona , but prohtbition oi. uie IWIU!aotu:re of carpet :rnrn• bt\a ,roduced requl.,renonta to en ntil!llt• 41,000 tona ·per anuwo lonving acne ~·boo tone nvnilnbla a• N ·~etitute for hArd fiber, leUZMtM ueo of Jute .'n~ n ooit fiber 11114 na n tulietl.~~ for hal'll fiber totN.e ftbout 10,000 ton• n 7eaz. . !bore Tin nomN. conwnpHon. of flax of ·~ 3,000 tone por I\IUlUI'1 which !'ill undoubtadl;y bo ino.rOI\,IGd lQ' . ..: . Will' noode~ 0111' irlporta prior to 19~ eN:to tree .,_opo. ' Praeo~t nn4 tunre · 

... . . 
• 

' ... 
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. ~ •U• u 011, "' .-.. lr::ao\8, lw::h cnwrtni, _ froo of taot.,, !Wllo 
n\ulle4 w ta. _,..uva for re\Urn to' ~o proccuora 1!119. \~M, 'lin\ 
\1111,)' 01\D ~ uo of 1\, ·Ii h beHoved tMt with n4oqUAJo ~~~ 
\o o~a tho nMcl of ti~i,a art Y'l\40, a -.11 I'OOOYftT 01m 'btl ~tii'W"-
S. lit3 l/Qr!dn« ·~' to ~ mor. nba\MUI\1 HOO"I'J' liT lHIS• tt" 4fr1A!o. t! loat: aternor conwroc would hnvo to bo 1.14opto4 \o 1Dol'et1iw I'U1lOYal')o, 
ltnly roquiro 1 ~~return of old twino bofore -~·~uing new twi~o,and,. 
night do ~lkow~ao if tho nood lloro aroot onQU&h, 

1 
• • 

?. l llboro r~tor to such vnrio~a fibora oa:rlquor 'Cft~e, Pit,,, ote. 
T~z1ou1 proJocti ~:ro undor coneidomtion for · the incre.'\aell pro~tion of 
thoao fibora , qr tor tho production of aoft fibora wbi dh ct'~. 'be tte~ 
loonll:r for tlio tWiuft".Ctu:ro of bn«a l\lld thore\17 .rotor.ao q_11nrit.1 iioa of \hoae 
bord flbora . q. nro now boin« rwlo .in Oolltl'l'l Nld' South ~OJO!oo tron 
thoao bud fibcra, 'llbich 'llould bo bettor it llCido froll eoft tnor!, Tlberona 
tho hi'Zd mora DZ!J noedod b:r tho 11. 8. for binder bino iul4 CUr-Ga«o, .l 
nodorr.toq increntlQ& proa_ucuon h Mtlolpntod. In the .a.on~· tbnt .lt_rtCI'.II 
aupplloe nro loat, 1n~ona11'iod offorh, nt eubet.'\Dtlnl17 incroaeed coitp 
in nonco- 11114 in nntorinl, would pou~ bl7 doublo tho ])roduction, 

8. 1111' Production Boi.U'd rocont figurea on roquiromonts ; fo.r ~d.f1ller lhow 
approximtol.T 2.80,000 tone for 194,2, 230,500 for 19~, IUid 2.29 , 600 for · 
la... '!hoao nro undoratood to incl\ldo 01\Mdil'.n nooda , but htlwe l!oon 
n4Juatod to cower l'.ntioipntod reduction of ue0 .duo to nbaoDCo of ~. 
1'ho 01\Mdinne nrc ontitlodt ~cording to . pr'oaont .undorotl\llding; tiJ< i'aoofwo 
l~ of hnrd fibor rocoipta, !hh. !a lou tbl)ll 0'li.LI41tlll nooda, 'bll\. 
0Mli41M etock~ llllko Up tho difforonoo. · Actur.l u. s. con~'Uon na 
iDOUi'rod to d.'\tO Md as opprovod f~r tho 'ball\lloq of tho 7etiz 194.3 ie • 
.308,400 tooa, 1!he tnblo ahowa thie figUre Nld tho tiguroe for wccood.!QJ 
7oc.re bcvo :-ho bcon I!AIJuatocl. to .n CODpDZoblo bneia. tll'ia •tho4 'ia pro-
llll:led to lhow core nccUrntolJ'> tbO 11C tu/'1 deticn t Whtell will hn'ro \-o bo • 
filled b¥ aubati tutioo of. eott fiber. .lho lNl ·'fisuro of ~«w:porh to 
ONIMt\ 1e oetl.nntocl. f!'()n ~.~roD4' 1n prior :VOMe, 

! •• f • • • .... 

i , 1ho a toot Col'l'f(IY9r-f1ill!z-ci. of 12:3,840 ' nt' oDd of 1941 io turnhhod ' free 
tho rocorda of tho I.P.;B. • J. atljd¥ line boon Dl\do of tlio r nte nt whtch atockt 
hftvo dwindlod for tho first 80VOn DODtha r.Jid nftor caking adJUetacmh for 
ont1o1pntocl. r.ccolorntion of rocoipta in bo loat hl'.lf of the yonr (llexict\11 
llonoquen in pn.rticul•z Wt\~ bq~d b'ICk by difficul ttee. nt the Port of · 
Pl'o(roeo 'but 1t is now coni.!!& forwnrd t~ool.T) , .• ~l)o.-:bol~oo ot e\ockt 1\t 
tho oD4 of 1942 abo~d, bo ~8,000. tone • . According· to. the cQl oulntd4 
dofioit of rocoipte to !1P roquironon'te , atciOlce. ,bould be roduoad nt 
tbo on4 of 1942 to 96,000 ton~. nod to, n .lowor ~iguro - if eettnAtoe bf 
roooiph I\J'O too opt1n1st1c, Tbta turniahoe n : f~irl;v cloao cbeclr. on the 
probnble nocurnc:v of tho dotioit figure, stock. ' for ;voc.r ·on4. 194.11 NO 
allol'lll OD the ohtlrt 1\1 88, 000/96,000 r.nd IUCCOodi!!j; fOI\.I'I ore CPlculntod 
froo r.n nTOI'flGO of 92,000, J.e Cl'.n bo aeon, atocka would bo no"zl7 
ozb.'Uietod 1o 1946, oDd it 4tricn h loet, etocke would bo oxhnuetod io 
1944, UDloea eubet1 tuto soft fibor 11 -.od, 
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oat1Mtod r ooolph t\1'0 DDt Uk017 to l onYo ~ IUI'plua, ~o i~cr~eod 
rocoipte of htlo 1\1'0 to be Gddod to the IUI'plua of Jute , pcmdi~ 
ronUsnUOJI of tho OJ:peOtOd Ubeloril. 1111ppll01 of doooetlc heap , to euppJ.¥ 
dotlelta ill hnJ'd tiber, · ' 

' 
• t ~ 

trndcir those coD41.t1one, edoneiYo plant~ of llonlo , ' ioeoUo IIDd 111\lYn 
nrc not wnrrnntod, 1\1 tboeo nro hll aooewhnt O:q>Orlllcnt&l tlbore 'IIIIich would 
probc.)ll7 not bo na t:Ood 01 Juto til though ooaU~~~: nuch aore, BowoYor, i t 
Oolcuttn ali!mJ.d bo loet , : it would theA bo· noo~•aoi'T to' icmodlntol¥ oXJ)Md 

• o11"'ctinnor ot --iott fibor production, 'Under aucb 11. atloulua turthor in·cr<>o!\10"'' 
·} · cou.ld bo' oxpo!'tod· in l'oruYillll nod Cnnadin.n tll\lt nnd in OhiJ:ol\D· 1\Dd 
· . • di>oo8tic: hciop; ' lhmio oouid bo oxpnndod, na- lllrecA,y atntod, llo10lle 

nnd/or l!t>.lvtr ·could bo Yoey r~idl;y oxpondod 1t •.ulfii:1ont aood nod 
oxporionco is nvnilnblo. It la. thoroforo propoaod thnt production ot 

~ : . l!oaollo/llol:m. b'o OJIOOUI'O&Cd to tho extent ot 10,000 tone per NIDUI:I, OYon 
... nt an ~econonic' s:oet, to aerve ,. n bnah tor ropid. oxpbllaion to 
~,000 , 50,0Q!), l00,1Xl0 tone , .1~ ~~od, , ....,. ·,: .. • 

. . ~. ·1~.' J'uto a.Dd llurltlp rod lluglr ~ nre olo'eol}' reli\ted, na tho l ntter two 
~'ro .,.do frol!l J ute Nld llll ecmo' trOt. OnlcllttA. Froisht a)lnco wet bo 
npportionod botwoon thoao throe nrticloa. 1942 inporta of Burlop oro 
.o.atinnt.od .troo lnto!TU\tlon current1;r nvnllnblo from the l>opnrtcont o t 

'' qo)tnOrOO ~.free lcportor. / . lloqulroconi;,a of· a40;000' tone .nro l\1' indiMtod 
. • ~- th(! I.:P,11.·~ tlll4 boludo aooe provi'alon for milltnr;r uao , •llocontlT tho . '"'· arw ·~ bo'o_11 blqiDG all (roaon atoclca , which cro ' tw~thfrde ot laporte. 

'l'hie· ir'ouid ahow a- r nto of Ull,o6o tona n 'joc.r (tor -imd bOP'): which it 
nddod to DOmol 1941 IIOOda (no niht.'loJ'i UaO) would siYO • 
n n:quirorl<int ot 325,000 tone, which 'ta tho tisuro lndlentod tor 1943, 
1944 l\lld 1945.'· l t 11 neauood thnt ea aono ot tho'ao enndboge will bo 

·bOUGht in ON.cutto, tho totrJ. receipts of blll'l~ Md/or ~· wi ll 
lDC'rO,tl80 , for which liD 'C at1.rntod fibUJ'O IJf 20(),()()()'•tona la tdton: ·~· ' ,J> • o< ~ ' • • • " l 

16. 'it' Onn bo i<ion thq.t thoro will · bo n io.rso dotlci t in burlrq~ . l t 11 
ox.Pac tod that thi~ will:' bo filled b;y cotton. f fi O'o.lc~ttte_'ahould bo loat, 
U wlU b• nocon1U7 ao to incror.'so aubatl tiitoa -tlu\t cotton nachlnor;r 
nil;h t not be ablo to tdr:o cnro of all of it. ln thnt cnao it would bo 
nccoa81\ey: fm'thor to oxpMd tho production ot aott tibcra _ond to conYor t 
ctU"po t loona eo thr.t tho tibor, nt\er api nni114: on cnrpot :rnrn ap1n4loe , 
could bo 'I'OVon into cloth tor br~, Die Cuban n.nd Porto Rico roquirenonta 
for eusr.r b~.;;a nro bolll4: juat bnrol.y not b;y proacnt lnporta Nld b7 ro-ueo 
ot old br~. Since weN' eonnot bo snt1atnctor1l.y atorod or ehippod in 
bult, tho l oaa ot Oalouttn would ro<lulro the tu.rthor converaion of looae 
to tdto cnro ot thia nood wit!\ docoatlc fiber. Whether or not auch 1001:11 
should be act up in Oubr. Md Porto Rico or in tho U. S. is n quoatlon to 
bo dotorninod lntor in tho liGht of QnJIY contributinG clrcunetanooe, 
lnoludiDG labor, 
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III. SOliE i!ATTERS OF POLICY 

1 . &WlP''QD ot thr.e Sort F~ Progr,aa. 

EYcn 011 tho · ooais of tho mOat optilll:latic ostimntoe ot r cc01pta• t.IK.ro \lill b(. c scriolls cloticit of h.nrd tiber a . TIIB • atockpUo rcoo~tioo for si ec.l is pl.-:~ UDQttcinoblo. By rct:..oni.ng ~isnl ~ho sqmo ca .. o.bnoc, prCJscnt s~cka oould bo strotohod further , ·or som~ frcctio!I of nw r ocO'ipts oould · bo plceod in stockpil~.· · 

'In subatruiticl pert., hoooV'Ol', hard fibor noods dll havo to bo fillod b;y sort tib<Jr IIUbatitutes• This .nUscs "the question rthc.thcr sort hbclr atockpi.lcs should not be blnlt , . tlhilo present juto imports aro esii· mnt6d nt 3()1(.()(: tons in exooas of soft fiber nuods , thi-s is but c &1:1111 offset to ilntulf'illod aiscl stockpile of 250,000 toni! . 

For 1 t JliWit bo rQI;!CJI!lbc.rod ~ oclculctin3· IIUbsti tution thnt sinoo soft fib<Jr 1e not os strolli ca hard fibor, morCJ of 1 t is r ... quirod o• roplcc" ~~t~nt, Cordcgt: 'l:llldo Tlholl;y or in pr.rt or jute, 111111t be bc.cvi..r thaD oordngo m'-'o only of siscl, to supply th~; snme tensile stre!!ith, to tilt. oxtont of 1 l/4 to 1 l/2 l bs. jute. for l lb-. siscl. ·And sisc.l, boi!!i 11ook..r thaD cbnoc, muat itsolt bo used in hc.cvior -uo:~.ght uhon r oplcci!!i obnoo. · 

Evon uben duo 4liormnoo lil ·.;ado for ~s~tivo r oceipts of Ut.ricnn HCI!Jl, tbl. question N.z:nins nhctbor en ndCQUilt.... IIUbstitut" stockpilo of sort fibers ccn bo built up .D.t prosont r ct o oi o.oquisition, or rlbothar tho purohcso progrrua should be incroosod. Too ourront dirooti w for tb" purolt>.so of 80,000 tons of Juto end But ts dll btl cOJllt)l ctod in nbout faur oontbs, Aueust to Novcnbcr , · inclusi V (l tt>r shipments i-unn1ng t,brough Dooombcr or Jo.JNnr;y. Cont inunnco of purchase ct the. -so.mo ~ into tho nc.v roar, so lo!!i os CcleuttD. roau.ns AVIlilLlblo, T.'O\ll.d DQ)co it possiblL to ~tcnti.o.ll:Y incroc!Jo tho sott fiber stockpil(l dihin t hcr nc.xt f o'll months • It consumption rcquiromonts ckclino, purchasos ccn bo d~scon• t;llmod or, :t:cc!Uood. ot n lctor dcto, 11hU(I v.c uso up t ho ncOUJ:alktod stock· It ~t.ion rcquir~t, incrc.aso, uo might be. ¢aught unt~tol;f 11\lcrt or fibpr, ovon 1!. CnleuttD. is not lost. ' ~ : 1 • ,. 
' ··. 

: . .. . ' . . . . . • • ., 
. . 

' •• ·: ' .. 
.. :••f .. .. -~ .. ! r ' . ... '\ . . . ')~ . ~ .. 0 .. ), 

, .. ••• 
lo o., 1 .. ,' . ' 

• 'I . ! 
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The ,equipiiMIDt aDd ~t~~ z:;:;:red.. -.ur•1:0-a.t u bwwaa t11r4 ~::• 
and aott tib~!' ·:... .... """- ,.haft~,.~ o)!Ww ~ 
t~ tlee~ l!&n• ot PlaDte ot .. tbe ap~ tnae.., ,fUN plutjl at~ a- · 
atac• c( deve} 1 ml. ·at 11hiob the lean. op ~ c:ut foz ·l1bV - tllree 
to. uven J~fl att...z' pl&Dt1D&. ud. CO,!Itjme 'fi'01'1DI•ow 1•- u ol4 
OMII UJ ~~ of!t f~. a peri.Oa Of I:Oftftl ~lo _ • 

- • 'r' - • • xn donl.Opiug p8\l :Pi&DtatiORa, ;l.lll1il mat be ~-. 801.1 -t. be ~ 
pared and drained. Maohetea, trnctore, plon and aild.J..zo tools u4 
molun01'7 are neo&fll81'7. Dur1Dc tho 7esre between plwlting and tile aut.­
t.ill8 or the lllavee ~11!' tract IIWit h9 ~t.ba.~ed IUI4 wep4fd. file better 
t~~ c:ult~wt!~, the aooner good tibnr ~ Jle dev•].t)ped· , Thia ~uirN 
cUltivating ma.ebinerr ~ ltool ao • • .' .) ' .... .. .. .. 
At tho' dooorti:cn~iJic ~~ JIHB.Iea~o.i.e r'eq~ to cruah'~e ~WI Gllll 
squeeze out too hich poroen~e of -ter, Tha-ntaey apperatu of -
t ypo nr anoth6r is used to Comb or scrape tho chatf fro• the fiber, 
ConvO)'ora ere neoea811Z7 to briJig the lenea in and· the re.('ue Uld fibel' 
out . Dr,i.n&·nl?JIIU'!ltu.a,ia needed, . lbti--.o JlOIIer ~ requ.tred to qperat. ' 
tho various mob1nca, • . ' , 

.. - 40 .. . 

'f • ' • • • 0 • • :. ) 

lor P~!-:&t~ona llDa· do09t:~1¢!lting llli;l+s. whicb ,ar• alreac,\l 1D :~1~, 
n con~.t*t ·~.PRl1· ,qp; fu~:j., lubri~ts and othor OAt ariflla ·IIJ!d of lltplAioe-
mont po~~! .nn~ '?St& is nooe•~. for .mintenanoe of opGration. , 

, ~ • . f ~ -
On t ho other band, aoft f i bnrs are obtainod mostl.7 fro• the sto.llul or 
plculta .whic~ .ar'!.,grown ~m••lly, ~~~~1aot1oq 1Bvqlvee-an. at.irell: 
dil'fnrqnt problOo. ~.hbrO'far .vnw and lsbof 1f atf1oiantl1 awill'ble, 
tho sta.l.U a.re ~ettod, 't~ ~tt~ -vp- the qcm.f1br9\la •ter1al. After 
r atting .iha tiber, ean b9 aoparn!-od ,!'rOll the, qhatt b7 ,beAd Mtlloda~ • 
.lhobino methods for acutc;bini or otbsrwiae prqoN•inc ·therretted atalb 
i a iJl''fornb¥~ · hat!e~, aa tho imPfOV~ que.lJ:~Y Q~ ~ fi.boz: OOIIp!IJINUI 
toll tho cos~ of. tho liB chiD~, r h6re ls\XIr ~~~ eoa.roe, !Ill chiDe w.thoda 
nro 'not IDOre'iY ):iro£c\rnblo 1: tho£ a.ro ~· sueh c'a.sQI f.l!o '9nl,y •tti®e, ~ 
which the fiber cnn bo obta.inod. Lack or propel;' .rottin~ wntar, ' OJ< .ahod.­
ngo of lnbor, or both, will in aomc insta.noee nooooaitnte tho further 
eubstitution of ma.ohino mothods for orushin6 nnd trooting the atelke 
instocd of ratting. 

Sort tiber production nlso requires trnnsportetion ! ao111t1ca QJid DOti'fO 
powor for whatever maohinar, is ued, and while loaa dooort.icat1on oquip­
IDOnt 1s noces80.1'7 tbnn for bnrd tibor coro oquip~Ult is requirod for 
IUU1Uo.l or aollli-c.Dt~Ual plwltings, Lt.,.ntona.nco aupplloa nnd rcplacOilont 
P!lrts a.ro llkowlao n li008fllll7 • 
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._. Jd'So4 « ·tull· d*£ns 11bioh ll piOCftlll 1a !C~'ol too~ in · aatl(f 'WI' 'llct<lrllillo• tho tibGre o.n4 ar.U to ibicb• at~~ J>O' giWD. fbu, ·tor mm.p1o, o14 plaJitctiOIIII or ~~ Pil4 ~~ Tlhi~h tlr\w boon nc.c1ootcd' for .c JCAZ or moro cro of uttlu:~ 11110n tbci 1<.e .. C8 cro ~t-eut toc«~.r.r~ tho plaftt so~ w. 11004 ~ ~-11801ciae tor tiber . Nm1 plcnte hove to bo do-.olopod, ' f'l'Oa N!]b1le or laaftcie. • Blzt 110'17 lkmoqucn plcnte tcko cbout stmlll yccre to do~ to fiber produc­ing etcco. 1.. hvnoquon · ¢osrcm llO\tld thai-otero· bo' Of' 11 ttflo ue. 'IIi tbiD tbt.. next faa )'cal'S, 
. 1.. , ~ 

Oil tho. otbc.r bruld, naa Siecl plo.nte r<.ech tho tiber ~~ ~o ill ~co )'oars end l:ith good eultbntion eomc:timoe r~oh .thb ~ til two yw&, Nol:l plcntllt~ona of t his plo.nt, etcrtod ill J.942.~ blo:r .fiber in 1944 or 1945 .• ltot7 Abccc plo.nta llkC17iso boa.r, fi)>cr ·in :tno rc.crs. Tho oxton.ei vo nw plo.ntings of tb<o Un1 tc4 hi.• it, <h, 'in -Pn'YUJ"' 1 Coste IJ.cc, Gucta:lclc ond llondurcs should cleo boor fi~ 1n 19.44 oJit1 1945 • 
• Tbo soft fibers arc on o.nnucl crop, jute boing bo.noetod 01100 c 70f1r, ond undor fcvoro.blo oondi tiona, hOIIIP t11ico c Jc.cl'·, !'110 ·'pr0b1ca bcr\1 is production of sufficient soc.d to oxpcnd plo.ntinp. Ullfortunntoq f or'oliJi seed IIQ)' rc.quiro c yocr or moro to bocom<~ cccl1mctod, llorocvor, the fiber crop IIIWit bo sldppod ,if llllfficiont aoo4 18 to be prodnood for 0 largo~ expanded. crop in· th~ 15UC.CCoding SIJ(lS~D, Thus tJio CIIITOIIt olq)lllldod plllntl.ngs ot do110stic hOIIIP c.ro moatl)' for ecOct, to ~o a ~ lc.rg<.. crop 1n 1943. · · 

II' . 
• ..-c; , ., The aoat l'Cp64 graaar 1a Roaollc , For good fiber~ tho plluite · ebOuid be CNt ct th<. <Jnd .. <:>i'-80 ·deye, ThocroticolJ¥, !our crepe a .,Cor oan be IJ'CII'III on the 8QIIIO lend. · Prnctl~ ono should not c:xpoct tor ccrtc1n aoro tbon throe crops o. 1oc.r. 'llhilc sood crops to.ko lOnger to mturo, thl'oo auocoesivo crops, all devoted to II(;Cd, eould 'l'ithiz\ a f'UJZ QDd 11 ball to tuo Jcc.ra enormous~ UXJXlDd tho poaaibl~.o plo.nti.n«e tor a crop to bo rc;apod 80 dcya tb<.roc.ttor. lbdcrcto oxpanllion lcr~l)' tor aoo41 1e plo.nnoc! for 1942 end 1943 llhd con bo CXJl(llldod to iroator or loaear oxt<:>nt, ca nood requires, 
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A aroot doo.l of timo bna bcon lost booo.uao opplioo.tions far tho oxport 
of this nccosiiU')' anchinot')' o.nd mtw-icl hcvo boon doniod, duo to the 
foot thct tho pcrtics who hove boon charged with th<.. conscnntion of 
thi s critioo.l mntcricl bnvo not Wldorstood tho criticcl ncod tor tiber. 

Tho Office of Imports is itsolt r~luotant to ondorso opplicctions for 
tho export of aritioo.l mntol>iol, unless it is Ttoll sotisfiod that tho 
so.mo is ~ nocoaanry for the. proourOI!lQDt of fiber nnd that the qunlit7 
and qunntity of fibor to bo produced through t ho uso of auch mtoricl 
18 sufficient to wcrrcnt <..xportction o! th<. IIOliiO. For ClCDJIIPlo, on Abcloc , 
the. tonnage of 110tor1D.la, oquipTll(.nt cnC. mcohinory to be o:.xportcd is 
oqucl to ono :ye;arl s production of tibc.r from th<.. uao of this mctc.ricl . 
But in auccooding 7<.nra tho tonnage for =intc.nnnco DCtoricl will bo 
onJ;r o trnction of tho tonnc.go ot tiber . Abooo l.s thu beat fiber lmoml, 
is prnctioc~ irroplncoo.blo tor aomo uses; tho c.xp<.ndituro of mctorlD.l 
is therefore juat1t1oo. 

Tho progrcm notr in effect cantrcllzca ell \'Ol'k in fc.cilitntion of export 
of mntorinla , uqUipiiCDt and mchinot')' nuc081101'7 for th<J procur(JZ(;nt o! 
fibcr , ot ono plnco in t!K. Toxtilo Division o! the.. Office of Imports . 
V.hon tho Dhision on ita om invcst1gnt1on io satisfied tbc.t the. mtaricl, 
oquiJ)IIont or mo.chinot')' 1e nccosaory , oppllcct ione oro oncloraod, nith 
explnnotion, to tho Of fico of l.xports, and oro follO\"lod t.ll'ough, 1! nc.od 
bo , to the.. Yior Production Boord, with tho roault thct opprovola ot 
log1tinnto opplicntions oro now being grootl:r oxpoditod. 

flh<.rovor poaeiblo, ~actoricla, <~quipmc.nt nnd nr.chinc.r:y nocoaiiU')' f or 
n new dovolopmcnt cro consolidlltod on ono scbc.dulo, knoml oa o •Project, 1 

"hich 1a cansidcrod llDd nppro't'od os o unit . Sitdlcrl:y, tlllintODOIDCo rG­
quirceaute arc being grouped on onmllll schc.duloa, llnonn aa • Proeroae, • 
1fhinh oro ooaaidorod llDd oppro't'od oa units . kcl b118oe ogoinat oppro.od 
PX'OP'QU arc ~ quartorl:y ond proez'OID lists cro OMlndod rr- U.. to 
tt.o Ql IIOOOIIIU')'o 
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Jquall7 Upll'~\ wl .. ~ ~\1011 of flllel' h lh b'auportaUoa. 
111mr 111.14 ti"" ... .,..U.•'1J.• u the ia\Vlor of Oau.l u4 llclaUI 
.lz:leric., lid ~ Qre•o~l.qe ot Ma'r7 4ecorhaaUon •nhtnN'J' le\o 
the interior u4 tM •.aeJII'\a\~ of ~ flllel' out of tu lnteiior 

122 

to a port .., . ..._ tMII' p~Uoa UIJII'M!Uaal. PlaQ»tloD., for \llh 
aa~~e J:""aon, ••• · lf ·pkaibla, be loaah4 oloae to 'i port." ' VwallJ a 
fiber pr oJect la DOt of aaiougtl importance to W&l'rallt the expor\&Uon 
of track and. locOJDOtlne to conett'Wit a reuw...,· l nto Ule interior fro. · . 
0 port, · but doaa ~ nport qf •tnt•-• llD4 replaj:-nt P&l'h 
where a rallw.F to tile lakl'lor tlraad:r exhte. · • · · ~ . .. 

. .. • ' . • ....... f ., • - • • 

.a.. hoe J~t "- ~~~tW, wU.hiD ~ area of a plantntion.iteelf0 lJwlao. 
portctlon llaa to be prnl4e4 qui~ to coaYet the loa4a of lem-aa !II'"·· .1 

atcl.b to the Uc~rUcnt:lon p1nllt, becnue sood. fiber 1..:'4epell4eut· oa ; 
docortication Withle lM. bova of' outttnc. !he nYert\&8 .,Uld of' filler ·--. 
1a froe ~ to SJ' of the wei~t of loana or •Wbr the weit;M -of·:l-•• . 
or atclb therofore lDYolna a locnl trAD'IpOrtation probl• of '-" ~ 
t lfW u ... tho nl,_, of ~ fiber i teolf, On the beat plnntatlona 
thie locnl trnDeportl\\iOD h effected b)' nllrrow ~- 1'1\llwqa.· <llnio,· • · 
linoa are ra4lnted: tram thj, 4ecort1ctt.Uoo plMt to the Tarioua: 1\1'81\1 of ·­
tho plnntnUoD' !IDA portnble trnclt la l ni.4 from thoao lMin Unci, .to iM 
soc tiona blllnc' out, !been portnblo linea nre t rucon up l\lld .IIOTe4 from 

aoeh.on· to -aooUon na ~Uio« pi'Ogreaaaa. '!bno llt\l"row guace' tl'lt,Cka, 
• i t h ll)lort rn41ua ourna, require ll~t woi~t dehel locOIIOUToa; ateM 
locoptots.,-.. , ""-" ' \oji,~, A\114. ~ t»o loAf>. tQ tf~P.t'-~e curY~p • • fb).•. J" 'l 

tr,..clc· nD4 tile.;. 1oca.OttYe• howe tO be Up(,rt oct' tro• ~·· ·v:·s·. in.91oder ' 
to eetn;bl.~~-~- to ~t(dn t;~~eao· plnnWion~_. !'~. anw•Uor .. ea"'[\'bl.~l\t': 
tho work 11111t be done '117 trectora, trucks nD4 t r niloro, which lllllat nlao 
bo o:zporto4 1'1'011 tho tf. S. ': e.. • ~ • 

•• • • t : . • •• ~,· .( ' . - ••• •• :~ • !' - : 

Pr od.uctton of f1'bor guat be coordl.n.'\t ed wi th lltU'inb- ttrmport:-.tlon, or 
vice voran. 'lhte iDT'cilTea n pr oblem' wbor o r.oht1Tol)' ·11111'11· ·qwmt!lU" · 
neCUI:IIl],n t o nt outporta. Ii' ::il.ao inTolvoa n p.:O'bloci irhoro ilhip• wet• llOYd' 
through onOlllr-lnfoated wo.tera. Dlo purchnliDC progr~J:I on Jute in 
Dru.cut t n hna oapociall)' required coordino.tion with tho lfo.r ShippiD« 
nuthori tioe, eo \hr.t Juto purchnaod r..n4 ro:A:/ tor ahipmont will Approxi­
llll'.tol7 mnt oh ahlppinc aptiCe :-.T~.llnblo. Tho roproeont11tiT01 of the llonr4 
in 01\lcuttn 114a nlao hnd to work in cloeo ooopernti on with tho locnl 
1\Uthori tiea, to obtnin trnnaporhtl.on of tho Juto to Otllcuttn from the 
i n tori or , whore trMaport fr.cili tioa nro gr o,..tl)' i crpoirod b7 locnl 
mili t/\1')' oporntione, 
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&I b Ooa\ t nc\or 'f t .... . . -= !• ···:~ . . ~ .. ~ .. ., 
Joc~..:a.o · ~· wnr ··~t be protoc:u•o4 11114 ,.,on r~cnrdlou of coat , aD4 bee-. 
lt 11 ll~l'e rttni ~t ccatf b!_oot .~:r.illftnte6, ~10118 oa *' 
dOYo}.~ 'pt liow 'tibbr pr!'Jceta ~ bn ·the jai'diiMo of ~MlMle oflW.. 
llllllt •1\i-.s,to ,. brllrnee botwo111 1)110.4 M. coat. J'bp •ll:'.lllil~o · & lltll W • • 
d<Tt~o~.ot. 'O't _Jioaene: ~at. be ,ol;\l'ried ' out ~a .. ot ~.''• ~."*"'* 
tho bna!a tor •ri\~14 tuW!'o .olt])811t10D .i t IIQ.-ocl, ~· lnmeti&te lrif .. liGMo 
opollf'.tlo~ · nt , tifgll ·oo•t .. t •. -wrti.U.r!'iltM ~~ . 1<?114' &a .l'a~G ~- ~~~r l111 
eoatlr f ibpre nro c.V'tlil t bl\l· · . . • • · • • , • · •, • . . ~ ... ,.. . . 
A hi gh ooat of 1111\tori~. Jl.Qd dollnr~ ' h boi,DC iliCI!urnd. ~·n 1~:tn ; • ' 
Ocllltrl\l Allor1CA, llhich h r ot;nrdod na wl\rrl'ilted .ilec{\)Uo thlll'O h 'DO • 
wholl7 o40<t\ll\to aubatituto tor thh fib'!r• A high coat 1G Ukcnrho b01Q& 
1Dc:vro4 OD dollo,ti~ lkitlp, Wl\l'rl\lltod .bOCnUaO ' Hollp h tfle Tleat JOt\ fl\ ... 
cubat1 tuto f or hl-.rd tiber in aMine co~;- bOc~ueo eo111;4> ono lnr«t n~ · 
aolll'co Md to be 40Yeloj>ed; ~.114 finl>l~:l'. boCJ'.uao uo: toroLgn tn:uicporta\ice 
1a noeoalt'Z)' Nld. c. &r.vi'D& 1n ooa\ of ahipa nna. live a' 1-. on adoqunte ottaot 
to tiD lDOronaod.. coat in 'dolJ.nra. • . ; • • . 

., •!· 

. .. - . • . . r . • .. . • ' 'U1 
b!e Good llei.,bllor. polier mi-lau H higbl.¥ . 1Df-pp.roprlntif to · pi',T ono 
noighborinB Republic eubatnn\,11'.117 lloro t .hrln Motbe'r ~or tho II(UII(I 
1111\t ori!'l. , To Mink.in " ro.'laona\llo.' pr.rtty of pricoa for: fiber of .. , ". 
tho ' l'i!llo '•tn>"O, · tt. 1a eonao.~Uin'ltl;y noco .. nrr 't'o UhdoMJ.t'\,· (),i-- 'Ito 1\baM.b M 

aomo 001h incident~ to dovolopmotlt of now project&. lrnon ·pro4uctf011 
·: i!'llP? b6· s:~~d~ O'Xpnndod, normr~ oconoili·o .... onnno.t . .nlw;,¥, be ·e.ttoo•ecl • .. 

A poin\ iit r or.tlhod" ilowor.pr t. beyond Whioh .undorwriting or' aubaij\T. CNIIIOt 
. co. .liM¥ f iber project a o~.nnot ' 'be· bntortoinod. h!li'A.IUO . the}' Ol'e al tocothor 

\co coaU7 in ,COfllP':.r.iaon .t.o roaulta which Cl'.n· bo 'obthllietf ol:aUWhero, . . ·- . . .. . ' 
. l l.Mlly, in 1\l'or.e such no lod.il\ whoro wo r.ro 1J\I)'tng in Coapo~J, Uon with 
th~ llri-\iah, cr.ro C~~:&t be oxorctaod not to tr.h6 wket :lovola by our 
·b\1;10« .to .the undu\) dotrtiobnt.ot 011J' pl\!'tnore-in-r.rma. So t nr it bel 
'been po.eiblo to mo;et tllo need, by, ~ill& Jut'o "' tl\llt '1\B ~c.o t1Dd. 1'9<!117 
Jute bnvo boon :-.v!'.llr.blo, with~ .rri atnc coati. . · • · · "· 

• '\ . · · ·~. : ,.1, :·_ : :· ... .r · . . ... ~ . ·- .... 
- ••• f ' . .. ,·, .. . . 

1 ... .. .. . .: 
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6. 'lho lU ell: hotor 

In fibon, 111 111 1'.11 ~elos-ont 11114 Wl4orwrlUDC ,rocrr.e, tile &OYO~ 
mont h 'baeot • U41'f'1411N,a 4odr1Jic to ]llll't~olpnto 1A tile procrM. '!he 
foroo of tllolr llada\oQoo 11114 Uao au-r 1'1\~1~ when tho7 fnll to o'btnlo 
whnt tha, 11n11t, le of~ 111 lDYer .. ro.Uo \o the •erU of their propol&le. 

Jxcopt 1D tho 01\aQ of BODequon 11114 8111\1 tboro hm-1 been v1u7 fn oo.petod 
pro4uoora of tl'b•r 1A the Wo•tom Ba.iephere. 'lho producer• of J'lq11e N14 
dnilnr flborl which nro rogulnrlJ' ueo4 ill Oodrl\1 1:1114 South .U.Orlon for 
tho pro4uotlon of coffee 'bnge, nro tl1117 OJIC'I«o4 on tholr 01111 'bullno"''' 
If thoy ooul~ bcreo.eo tholr pro4uctlon thO)' woul4 protor to ueo the -o 
locolJ.¥, thorobf recl11cliiC tholr noo4 of illporte4 Juto. 

Proapoctlvo producer• of SnneeYlorlo., IIND1o, lfnlYD., lloeollo, Plnntt.ln 
or B~ J'iber , Pr.l.wltto , 11114 81\QT other now fibera lu•e little or no 
prnctlcnl ozporionco. It ia i nt or oetint to note thnt Dnn1 of tboeo who 
bt>vo W 11t~1to4 oxpcrionco 1D ono lool\11t7 boliCTo tbnt they can opcrnto 
euccoutlllq on n !mild accl.o i n other locnli tioa wi thout ragnrd to 
diffor oncoa in climo.to, aoil, r ni nfl\11 r~4 labor. 

lhilo aomo of thoeo promotora c~o wholly lnoompotont nnd lnoxperiancod, 
IIWlY "~o un4oubto41¥ eincora. !'o oll Cl'.rotul con81dornt1on 1e given, 
na fMt a a poraonnol C."\ll bo obtn1no4 to viii t r.nd inapoct thoir plnnt~ 
tiona ond oxomino nod toat their mr~inoe . Whonovor aisnble enmploe: 
ot t hol r product cnn bo obtnlno4, tho aNile nrc aubmi tted to oxpor1onco4 
procoaaora for trir.l. lie subatr~til\1 euma nro l\dvr.nco4 until tho prt\Cticnl 
merit of on.ch proJect h r onaonnbl¥ dOJDOnatrntod. lo!odoro.to ozpondlturo 
for trinl lota ia r ondily nrr~d. 

!lhoro 11 another VJ>o of rial< which roqulroa-..,oontinu.oua roov!UU&tton "i n 
tho ll~t of clwlg1ng facta , poll ticnl ."U1d mill tr.ey. It 1a r. rialr: boat 
undoretood by tr.Jcin« n concreto inetnnc4? , bocnuao nj)Odlo_aa to e.v, propoeod 
aolutlona of tho fiber procuroaont progrtllll have boOA IIIIZIOroua ·Nid _diverao. 
~ ot theeo propoenle opp~~ suporticinlly t o bo hlgbly plauei~lo. 

Thua, for ext~.~~~plo , it hna boon· propoaod thl\t Jute wonvlnt; 11Ach1Do17 bo 
bro1J4ht to thh count17 from I ndic. . When pr operly pr.ckod tho aachlno17 
vrolghe na much o.e r. yor~ ' 1 product, 11th llml tod epr.co wo would ther., 
foro hnvo to bring tho mr~lnory inato"\4 of tho Juto nnd wr.lt nnother 
Yonr boforo 110 brought the Juto; or wo could bring the mnchlnery in 
pb.co ot tho burlap nod ueo tho Jute to mclco burlo.p, in which cr.ae wo 
flould atlll bo without Juto, By tho tico 110 hoTo enough 81)1\CO to brine 
tho mnchlnoey M 11oll "' tho Juto the WI'~ 'llould bo eo nor~ly •on thAt 
thoro would bo no nood for tho lllt\chinol")', lurthormoro tho Indinn 
ownore of tho III\Chino17 were not anxloue to aoll 1 t nod thoro liT put tho. 
aolvoe out of bua~on. 
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~q :-\llko QDOthor oxnmplo, thit"J>ropow oropi up tblo ~.acalll t:I!At •• 
lbouJA cro,. . IUfticiont t1'ber ·on4 ·~ud ~tlol~nt wo~inc ,liNI!Unez;. lD 
tho. f o•tora lloahpbo'ro to be eomplotol)' illdopon4eat of Ill41a . lilt \ho 
lii4lnA t~rmon in Bon&nJ. , th~ province ~r atnt~-.w~cl!· fBOea ~ u.rol-.t.Oota 

~ .JII!l""'"JII ill'fBtl on, p.ro dOJ>olldont o~ Ju\• for . ~~olr CP.~. t wo' 'lloz:o to . 
Jl!llto 1-t cllonr tcl' tJ~Iia· th!L't, .t~bJ could no ~oD&Or 1011 Ju~o or ~te pr,~\1 to tho f ottl»'n I!Omhpboro, . th.ot miibt llavo no ono oleo lo~t to·~ t 41 • 
f9r n li'fOUhoC!d oxc.pt ~o Jopanoao. · llu4h. o meoauro, 1nto114!14 to 11CJco 
ua lndopolldont of IIMile !U~~ b7 1ncroolinc dbnffocUon· -in 11141& 11o\ 01117 
incur tho riak of loaiAg·the bonofiE of l ad1o 1a contribution to Alliod 
r oaiatc.neo but l!)rioual)' o~~;: or prolonc tho .auoeeea£ul outoo.io· of 
tho Wlll', ~ • . . • • .. 
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Fibers are P""'•!Oed IUIIler l,lloh di~ree o01141Uopa 111 ao. MIIJ difteren~ 
cOIIDtJ'iu , eu1r1w1tb 'ita DIID 1~ all4 po11~1oa1 pecl)ll1ar1Uea, ud 
the pro4uoen· ~•17 ao '"'U7 1Ja. t ·ype ot pro4alct1Ye operaUao f1Dallol&l 
capao1ty, ad oOD11fto~ _,.~•uo• t!lat our 1cw•~t •eo~ru:r 
pureuea d1Yerae .adae of negotlatiao aDd oparatu uDder oaa'raota tbat 
ditfer • rkedl:r 1A tbeir 4etaU. Tba f iber ooo~racta llh1ch ban baa 
negoUatl!id ~ aequtell U1u tar -.y be oluaitUd by t:rpe u t oUowa: 

I.' 
. -· 

j 

. . ' 

.. 
.. .~ 

.. 

~~ OICal OoYeroment Oaotmot 

. 3 • 

- . ~ 

15 . 

6 • 

•• B. 
Oootracta for fibers to be produced ill the tlltura • 
o~"t.wctu for fi•ers alrea'¥ produc~d: 

OGMtr&ota tor 'Oultiveting and, Prooeas~og ProJecte 
, . ' I ' ·'·. •• • , ,,1 ' I ._ ... 
~bar ~parilllen"tal ·Plantiog Contracts. .. . ' 

::. .. 
· · ' '7·. ' Ool:la t arill Oootracte •• 

• ' - .:-. • • ' t - -
'. 

A; $ ery1c1og oontraeta "· 
· B. ·.i.'iDaJioi'ng cootJ:Octa ·· . . . 

1. ~e'l'all ~ei'DMnt Contract . 

l'he overall contract is a contract with a · foreign gOY~rnment by llhich 
prioea and other teiome of .. plircbases. from private ·,pro4ucere are t1xa4 
and the -foreign gonl:llmO.nt agrees to .set up .export controls. This type 
ot contract has to be implemented by direct purcbaea contracts •i th 
pro4ucera. There are three such contracts in effect. at present . One 
1e •ith the Got'oi'DMnt or Peru tor flax, on a with arazu tor Burlap, 
aDd one with loluioo tor ixtle and henequen. 

by r~ ooo~rao~ •Hh the Republic or Peru, executed on lOlly a, 1942, 
Defense Suppiiee oorporaUol) a&reea t o purchase upon fixed ,priooa and 
oth•r teras all aoutohod flax otterad by Sellers io P~ru~p to 4,000 
long tooa "eaoh :rear t or the dura tion ot the ••r, end t ha GoYornment 4)! 
Peru agrees ~ •intain export restriotione on euoh fl.a~, ~rtiog onl;r 
to D&tenee Suppli~e corporation during the period or agreement. 
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The Brazilian Burlap crrerall agr68111)nt ia in tho fora ot an IIZO.._. ot dtplc.etto nohe el.gn<>d· ail or 1\lly 28, l9U. TbAhJUrSoe pi'OOUA that r,~razil will 111111 t · oltporte ot· Burlap- to Defenee SuppUee, oorpaauaa u '· •' • durtq calender' Yeisre 1942' and 1~, all4 Detaoae Sllpplioa Coqmau011 - · will jNrcbaee apOn tixud prtooe aa4 Otllor t trae 'ho ~· ~ ot' Brazi:l. •8 Burlap. · · · • · 

.. 

'l .... • . ·.!. :1' .;. • ... ···~ ·· .. ' ~ 
Tho "a :dean onrai1 agreument · oov'&rs ~noqu-.ll', ixtl•, pt te 8D4 aillilu t1burs and twine , C4bles and cords ot these fibers. It conaiata ot a • • :~~.~xican decree of 1\llJ )(1~ 1941. and a 'le\otei' troa the Federal Loan Agency to the llexican Qovertllllent dated 1\lly 15, 1941. The Mexican bone prohibits ~xportation of the name~ c0mm0d1ti .. except to oountriea "cons idered as ot t he Americas• which have sWlar export rsgu.luiona. ""' l etter, 'Pederal -LOan Agency agrees to pbrcbaae. at~ prices and t eru to be nvgotiat ed, tho exp01'1:able surplue ot th~· ll.8tlled commodities while Mexican export control is in effect. 

. .. ' 
2, Purchase Contract s with foreign Oo'f8rnaente 

These provide ·tor the purchase' ot fibers direotl¥ from the foreign gover11111ent. At preso'nt there are ·t'·i v .. such oontracta, t he negot1at1o111 tor wbich hove been complet ed , Two of t hese a re with the British COVt.rrunent, proViding tor t-he 'Purchase of 46,000 lone tons of ei&Gl and 4., 000 long tons ot sisal tow, Anothor i s with the Qovernmant ot BahaJies, providing tor tbo ~XpOrtable aux'plus ot at-sal up to J.O ,000 short tollS tor a t~e Y""'r p<;riod . A contract has also bvon made with Canada tor aoe­balt or tho eXpOr table surpl ua or nax l <.fit do.~eat i<> noods, tor tbc duration or th& war (minimum ot 750 long tons a nnually) , The BritiSh bon agr~od to s ull to ua one-fourth ot'' th<.- oritiab purehaoee from tho EsYPUaa crop , or 1,!500 short tons wbioh<;ver i s BlllllJ.~>r. This au oemcnt iS aupplLmented by an lllld~rstanding thst thu Br i t i sh may deliver canadian i n t h<.. place of Egyptian flax, and. that .l't;. I!'MU, not" cq~J. ~):lPOil ,the Britlll tor tho -~~ex it our n.<..ds er& ot~rwisu satisfied. . ~ . .. 
-·3. Con~!"Ct . tor Purchase ti-om 'Individool P~uoor~ ' .. itb ',~14JJI CoVCl'D.IIlLnt a party '• .. • • ' '·' . ; - ' II 

_!n t~~~o oon~ro~ts tho pilrchasii. i s ~~ad~ dircb~ly from p~~te·~reductra, but tht Gov~rnsont i a n ·pert7 el!'d ngr<-oa to llllintllill control euob as 
ov~r uXpOrta and t axes. Of th~ fivo V6xioan contracts of t his typo, . ~or ,s!_s~l, hcn~quon c.nd i;:ttlo , four aro ~xccutod end ono tor bOnoqucn · 1!1 9omp~<.tc1~ nogotiat ud. · Tito ot~ thca11 prohdo• t'Or •t l08It': 63,H:5 . lon& tons ·o~-h~nt!luon 'tltlllUaU J, O'ft:l' a tii"Nll· yi.a:t portod, and two tor a\ l c.aat 1 , '180 tons ·or· aiaal, aniluall y- during b t~•-y~ portod. The otht~ pr~id~s. tor tho parobQao o~ all • of· t~o• eullcr • e production or i xtlc , ·or n mihiliiWil or 11 ;u1 l ong tons ou\IAllJ, t or a ouo yoer period with option to \.xhnd tho contro.ot~ 

Regraded Unclassified



125 
- s -

4, contracts with Prh'otc Produoc.n wltbout I11to"ent1011 or JOZ'01p 
QoVCl'IUIODt 

Thcso toll into two acncru1 cloaaEa: 

;. , oontrocta tor tlbcra to be. producod in the. t\tturo, Tluorc are 
six l year contrnote tor tho purcb!la<- ot ill ot ooob Cuban auUer•a 
production or A81lvo tiber or cord.ogo grcdoe, A~l'din& to the 
t crms or t11oao six ~ontracts , tbe ..,xil!lllll a old tberoundt.r wUl IICIC 
oxee~od a total or lS,304 long tona, J'l'fo .or thoso oro ot proac.nt 
ex t>eutc.d; tllo sixth wUl shortly bo oxooutod, 'l!l&ro "llro tour oon­
traots wt th t~roduoors in Hat ti for ~.g or. their produotloa ot 
Agnvu tibors ot cordogo grodcs,- not to oxc~od a· tbtol 'or •~.~38 
long tons durin& o three y..ar pt\triod, ODQ . or t!Kiau baa boWl 
oxocut~d , two ar o in tho proc~ss or oxocutio~ond one in n~ao-

·. 
I • 

t1e t1on. • 

B. Contracts tor tibt~rs olrea r oduo<.'d . ot t bia tne or oontrcct 
ono hns been exc.cut~d with Brs ~ton producers t or 20,000,000 
yards or Burlap, l'or 1uto , c basic rora baa boon ndoptt4 co.cring 
purchases "t.o.b, Ca),outtc , in 11. s . ~llar.s· p,dr 1,011{ ton , coa­
pnrablt. t o the bo.sio oontrc;ct tsrma pr<..vnt'Hilg i"Ji thia trode. 
To dote, 220 "i ndividusl oontreots havo been nLgotiatod ond 
oxecutc.d on tl;lie form. A slightly mod11'1od form bs.s boon dovolopecl 
cov~riil& 8puoicl'· onsr>lnohoro jute has b9on bCUSht tor sb1JIIIOnt but 
~or pc)'JIWnt ett c:r orrtvnl. Tbr&e suoh contreots be.vo boon axeouto4. . . 

• • : ~ I ' • ' I 

5, Contracts tor Cl!piv!>:in« and Prooossiy Proj&cta 

Thc.ro- ·~Al .si;_ ccmtrpcta t or' the. ·cultivation e nd prooesatna at .lbeoa 1D 
Pa!¥u~p , Oo;Bta} fica;' 0\!ilt<>ml.O. e.nd Honduras, ccneJ:in& a total ot 40,000 
acr..e, 'mlc.s& .oontrt1ota wt.ro GXLcuted ·otar a poriod tree 1aDWU'7 3 , l~U 

. to S~ptem'ber ~l , 1942; : Tll&ro t a ono contract co.orint; the cu1t1n.t10D 
end proaeesing or Malvd in Cuba, tor about 300 aorca , . e~ccutcd Ma1 19, 1941. 

Undor t~o i~rms or tho Abdcc oontrnots1 Unittd·Fruit co • • mano~~a.the 
oulttvotina and prooessin~ projects, " Ubi tad· ~it Co. is ~ilaburaod bJ 
Dot onae SUppit&s oc\rporot i on tor dirGct coats. 11bdor tour; ot th&eo oontranta 
Unit ed Fruit oo. gots no managCQcnt tee, but r ¥cotvos n bonus ot 1- por 
pound tor producing JIIOfO thaD an average ot 1200 pounds or driCJd A'baOCI 
tiber per acre annually , All of tb& CODtr:!Ctl aTO for SO't'OD Joa%'1 t trca 
1onuory 1, 1942 ~o DCJotmbor :n, 1948, with option 1D OOC to n.now tor tbo 
duration ot the wa r , 

Und~r tho Malva contrnct, Cuban¥1bor company Riol operates thia 
vXporimGntol cultivating and processing project , Det'unse Suppliea 
Corporation is t o advancu to Cubea Fiber Company Rial, a crop loon ot 
not more then .,.53,900 , and agrc.os to buy a ll WOlve tibur and el.l Malve 
8•~4 ru8Ult1ng tram this 1942 pla nting at a price ot B- per pound oga1nat 
wcrehoueu roceipta issuod ot Bovenne, or in th~ onae of tiber f , o,b, 
voaa&l at Bavnnna, 

Regraded Unclassified



• 

"• • I 
-_ , _ .. • 

b. Other HJ)!rimental l'lantiy Contracts • 

There are the OQ».~qt.a .. [o_r !!.ha · ~,ohaae .c! .:s !Ut~1o . ~CI!II . ot ~ha, u 
JIIDtric tooa' of Pita !!'loja, and 10 JMtria tons of "'Yique;: reSUltU, frca 
exporililllnta.i •plantings 1n Colombia. 'l'heea aont~c~a .!Mz:e ; ~OCIIpted by 
Dcfaua ~ppliea ·Corporatton on Augwst·l, 19~. .,. · 0 •• 

In addition to these contracts , on Autust. li, 1942, ~~. A ., Dal~on or El 
Salvador oont'raoted· to soU 15,000 poun4s of ·Rosel.}.a seed to Defense 
Suppl'ioa Corporation, in· conaidere,tion of ;,.1.0(>. Tjlis .seed . .is to be used 
tor experl.Jicntal plantings in Central AJ!Iorlcan countF}ea. . . . 
7. Collat~ral Contracts 

I • 

.. 

A. Servicing contracts •.• Tbore are ,certain cont.~~li.B .collateral 
to tho. •ertous ')IIU'cbssfng contl;Oiot~l. "on-e- · ~cll t .m · ot collatvrel 
contract is the agrc6m&nt with e group .~r i,llp9~1.J?.f ~f!1'nU, to 
s.,rviot.' thG ~rtation and fo.t"tarding ot 1xtl." ill(lo~ed under 
onto or tho. Wexican Contracts. tech ot tho u.,portw agents 11. 
allocat~d a 1unntity to the tiber wjliqh qor_r3a~ to his 
proportion of imports ot such .fll>Or during the l~s~ t1v1. yoare. 
Thoro era also . s~r,ic1ng col)tracts .JIIIIdo w~tli in~:V~dual asonta. . . . 

JJ. Finoncillll Contracts. Anoth(..r type of collateral coiii~act ia 
tho agrE>oll)e)l.t .• to -~1J¥lnCo 1'or&1(11l productioll, of fi.bprs. Thora 
er" thr~e sue .. contr::cts ciutatan'diJis. Onli of ttlesc ia • • .. 
collato.l'bl 'to tb" Aguve f.ibpr contract 1'{1th th6. Baj-t1~n., . 
Asri.cuitural Corpomtion, the l:xport-I~ 11111\lt · l~ils- up to 

· ~950,000 ·ror proj1uct1on or sisal, and the coordlnato~ o't Intet­
Alllericiln Affairs IICtobtng t).lnds l)XpOJI.de~ f:oz: iaprqyuifon( Of' 
l abor and h6alth con1J.t1ona • . Thert. is also" a i.oan. c011traot b'Y 
• bleb DEfense SUpplies Oorpcrotion adnncos .,;200 000 to 
lion~quon<.~ _do Yucaten to buy. qortain. supplloa ;m eqW.:sa~>nt 
n.c~saary tdr t ht. performance (!f • tho purchase age0110nt tor 
h~ncquon'·in .K.;xico. ·By enothor agrc<.J~ent:~rt-IJ~pprt Balik 
ad• anced to SHAM {a ija i tillll govornmon,~l ;co~~U'9!1) · 

1 
• •5,000,00? t~r d&velopmont prQjcats tor rub~'?l;:.•J:14 :t~~era. .. . . . 

·a. All or the toliagoing .contrncts .aro wHb 'i)..roii8~ -sU~pl(~j'c6~9fuitOn 
oxouptins flu contracts which aro with oornmodity C~dit 'C'o~totJon ·and 
tbu l.:bxican ovcrDJ.l contract with F<odoral to1111 'Agt>licy ' · · ' ' • ... ' 

L ' ' .;. • '. .. ·. " •; .. . .. 
. · . . .. 

' . .. , 
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tram tbe rorego~, the reo\ 1a obvioue that the FOcrera or tiber pl'OOure­
mont involne. IU.Df 41Yeree tibere, t.ran men:r 8oettered eoUroee, Al'OWII·Cider .. 
dittering con41tiou and proceaeed under methode va~ 1'rQ11 prttr1tU" 
blllld-eleaning to illtrtoete decortication t.eohillor):. ' .. ch hei illvolvM ,. 
problem end hoe required e aol~ton along different 1111ea:· 

:Ilion the Fbilippin .. were attaclt04, cutting ~ff .UpT.liea or Al!eca (t'antle 
tiber), the Defenee Suppliee CorpOration initiated negotiation• with t~e 
Uni ted Fruit Co. tor tbe pl'Oduction or ,.;;ace 111 Central America . '1'1\e '81:1, 
through ita Textile Division or the Office or Dm~rta, baa carried on and 
canpleted . the negotiotione, t or .40,000 n?rea plan~~d end to be planted, in 
Fonamn, Coatc. aico, Ouotemolo and Eondurne, to produce by 1945 18,000 tone 
ot· fiber .. yearl;r . (~l qu;;.outi~e in tone referred to in thia report •re 
l ong t 9na . ) ~&~t1a~iooa hAve been opened With the Stcndnrd.rtui\ oo. tor 
Abolco devalop:!lBJltB in lo1Cilr8gua. · 

Tto u.S.C. 1nitietod negotiations tor expQDaion or ~iaal production in 
H81t1. 111e ~ baa ccmploted noe,otiatiollAI t or 18,000 acres or new plant­
ings, nnd is coop411'0ting on further OXJlCDSion to, we hope, 30,000 acree, 
eo that tiber production will be raised by 1945 to 2:5,000 tone yearly. 

Sine~ ne~:~e<i~n· pliiDta talai seven .,8ars to rooob tho tiber pl'Oducing ·etage, 
no oarly increase can be ettected, bUt current supplies' have lleen -oontreoted 
for. In bOth Cube and )tedco the ·n.s.c. inittated ·negotiations which were 
completed by the SEW, tor annual receipt ot aome 73,000 to 76,000 toea ot 
fiber. · • · . · 

To acoa;1pliah the inatalletion or these and other new plantation• IID4 to 
cotctein.~oduction on old plantations, the B6J ~· tec111tated the erporte­
tion or the ~-equiaite mechiheq, 'eftui.ittent and Jllllterial. 

• if • • • t • • • 

'l'he B8li has ·tt:rtJated and concluded negotiation• tor ttle roo·eipt ot 
viotort~.nna~ther\atmilar 'typea ot.Ma%ican Sital, ' e~ttmeted ·to yiel4 up-
wards or 3.Q09. ton•. ·or tiber ~eel'~Y; • · · . ' 
The BEl/has iniiiated and conclu~e~ . nl!gotiotione t or· the receipt of B=h­
Siaal, eattmated to yield upwards or 1,500 t One ot tiber yearly. 

'i'he I!Bli hna ccniduotad negotintioj!a t or the eoquiaition ot • ehera or 
Britieh :i:aat Atrtcnn Steal, eeti=tod. t o yield receipts" in 1M2 ot Bli,COO 
toea nnd thereatter not exceeding, at moxilmD, acao ~.coo tone :rearl)'. 
R.quiremente have been rou&bl:r calculnted' to service thia territory with 
• Pl:IQportionate ahara ot tl\e requisite 1"8rta end other lllllintenanoe mater1.8l.. . . ' 

Extensive negotiation• hove been conducted by th& BEO, end~ at111 in 
prooeae, f or the noquiaition or supplies of Portuguese African 81 .. 1, 
eettmated to be ~.coo to 18, COO t one ot tiber yocrlr. t 
Tho B&o bAa 1Di ttate4 aDd oono lu4ed negot1et1ou tor the reoei pt of JlalM 
8Dd :rita gn4ee of J,lutoan Iatle , IIIDOUn\inC to 101118 al ,COO to 28,000 tons 
or tiber :rearl)'. 
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'ftla Bal 1• meatip\~ . ' .!! JlON~b!,~ ti~~ o! s.u.rtaria fiber f1'al 0a111 
u4 o~er ao1,IZ'O .. , 01 Oabuya traA &cuador, of J'ique freD Ooltabia, Q4 at 
otbar bard fibera . 

.. - ~.i-.u. ~~~~tzut ... Degotteted wi,th t~· Oo~·~nf ot 1'!~ to~ ~ 
eQOrtable aurplue of ~ru\'lu nu. The Chief ot tbili D1:r111l011 ~ • · 
•l*'Ul trip to ~ru t o co~~Cluda detailed erre~nte w,i th the ntoauo~r~. 
Tbe eattmated receipta .are 3,500 tc 7,000 tone ,o( fiber yearly. 

lle(Otiatiou ware cODduoted by the fZII with ce.neda, to au_batituta, .ahoul4 
.. ued it~ Cenadien tlU tor 'E.gyptlJ.D tlu. J,ext ~~ we ma7 get •• 
much aa 1,590 ~t0114. . ' ' No ne~otiations have been undt~;r;tal<en 9n Chilean Hemp, bn Which pri.,.te trade 
'1s Jl&~itted to opara~e. U. S. receipts thrpugb pr1_ya.te purohaeea are 
.. tWat"d at :1',500 t ons ye~'ly. The lJEii hna cooperated closely With the 

'i:lep~artme.nt ot •&ricultura in .o'onnection with their 'Program f or the dcwost ie 
pl'oduction ot hewp (i.e • ..cerioan Hemp, Cannaeis Settva, and not >o.&n1la 
t iber 1 on which production of 90,000 t o 120,000 tons of tlber yearly !i 
anticipated, 

• The SS.. has 'promoted expar il:lental production ot t.alva tiber (atmilar to 
J'ute) in 'cuba • 
• 

The 0011 baa investigated the production of .itoaalle (another .Tute-like tiber) ;1n salv!'dor, ie .enoourae,ing production of aeme in SalvadJ)r and Guatemala, 
and bas aequit:ed 15,000 lbs. of seed 'tor experimental production. .. . .. , . . 
The E<!'.. is 'investigating the poss1bil1t1ea 'or dove:i'oping Uta noja, a wild 
tiber in Coloobia , inoludin& the dnelopnant or improved machinery tor He 
tr-eatment. 

To aeca:.pliab ita field work, the Textile DiVision of the B6io .baa •ployed 
the services or reoogni~ed experts, inoludine Colin Noise , experienced 
herd end ,sort tiber apinner , ltUo Bor~ea, attorney buainaaa )leloUetor and 
H~uia~. o~~U!l Horn! ~9:na:i1st.)m .loa,n trom' the 6a~tne9~ o't ;&cr~oulture , 
end lynn H. Sll!lpter, r eoo(l'nind eu'tliori ty ~n tropical" t!l»..or engiri9et in,, In 
eddi tion to the rerulor !!6' .. representatives at it toned l:n tli'a countries 
l!len~io~~' '!X'· .s~n Jwcrling, e. bur lop and fiber ~}'t, eota ae SJ:OICill 
repreaentljt.ive . or tbe Bourd t o .calcutta ·" • · · • .... " . . . . . , . . .. ' ... .,.. 

, • , . • 
I 
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The &.r baa 1n1Uate4 a114 oooallld.ad oasoUatiooa •1\h tba Britilltl tor till 
11 . .;. purobliae ot 0011£0 Jute ao4 purobaaea are now be1~~g nesoUate4 with 
the suppliers in \ha UOJitO. &l'NDSIIIIBnta ban been made tor the purohue 
ot 12,COO boles or l:lelllll'ea i:IIIDII l!amp, •• dil'aotad by tba W.P.B., tor NITY 
ceulldns· 

.,toUstica t ue been ooUecta4 by the Blioo, and preaanted to the ~, 
showi~~g a;eana tor aevillg the Govel'ZI!lent upooarda or 4 1 ,0<.0 ,000 on ourrant 
purchaees of burlap tor~ and NaTY uae, with further prospecUn MYillga 
hereafter. NegouUona are UDder way tor the proo-nt or rot-prootad 
sandbags by the ll&o t or the ~, to be lltl ipped di.rect trom India t o l'ao-
1f1o theatres or war. 

On advice and through the cooperution or tbe ~. t he services or exper­
ienced importers and icport asenta have been orsonized end utilized, on a 
tea basis , in connection •lith procurement, a.llotcent, inspection, end other 
ri ber problema • 

• 

• 
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n:PORTA'I'ION OF Srl!An.GIO I.IAT".:JoiU.S BY AIR 

• 

• 

,oerd or Economic l•artare 
Oft1ce of Economic liartare Al:lal)'ell 

• 
becember l, 1942 

• • 

.. 
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Three major nir transport systems are presently availeble tor the 
importation or strategic materials into the U .. i ted States. TWo 
are military--the Army Air li'oroee Air Transport OCillmand and the 
~aval Air Transport Service. The third system is that portion or 
the Pan Ji.uericen Airways system still operated es a private oom­
mercial venture . 

The principal activities or the civilian agencies or the Gover0.111ent 
have been devoted to making the maximum use or the returning lllilitary 
airorart to carry the highest priority cergoee or strategic .materials. 
The greet airlines operated by the ArmJr and Navy are desisned pri­
marily tor outward movl!l:lente or military cargoes, and advantage ia 
taken or empty space on the return tripe. 

All present oar8Pea are carried on a •epees availableq baste; that 
is , the 11111tery determine what milito.ry demands tor plane apace 
shall have tirat priority and what residue is available to carry 
oth~r atruteg!.c cargoes . t.ithi.n the strategic cel'go group, the 
relutive priorities ot the various s~roteE,ic materials are fixed 

, ily the ~.:.r Production Jloerd al'tor consultation with r»pr esentatives 
Ol' interested Government agencios. No effort is mad& to restrict 
tho movement to those coaunodlti os 11bich might IUBlity as economical 
air oargooo tor protiteblu commercial operation in peacetime. The 
identity or the cargoes ia defined primarily by the strategic needs 
or th~ Ur.it~d States tor Mteriala. Tl.~ flUeat1on or cost economy 
does not arlab , boceusb t he planb$ must , in any ov~nt, make the 
r~turn trip &L,, ~· i t not t or the carg~s furnished, might return 
~Pt. 01· J>..rtly 6!llpty. 

u .. ~.~r th<. exist~ t;r::zy Air J:o'orc~a orgeni ~ation plan , tho use ot 
allitary transports in tor<.isn ar uaa 1s subj6ct to considerabl" con­
trol by th<. Oocm.sndina G<.noral or the. or ca . U-~.~r certain conditions 
d<.t inod in th~ r~gulations, h& baa thJ right to d~tcrmin~ what cargoes 
~ill bv carri~d and also th~ right t o r6~uia1t1on plnncs. 

'i'hv Prioriti~s Division or the Air Trunsport corwund in ,:.:sbin,,ton 
notifiva tho Ol'ficor a abroad ot thu rolotive prlorith.s for s t ra t egic 
mat ux·iala ond, althou: h tb~ instructions or<J mer el y advisory, tht:ro 
hca bucn no instencu, to dntc , or ~ny friction or disagre~ent . 
Tbo ~aval ~ir Transport s~rvico startvd on a comparatively amall 
scalv b<icauea or the . liJilitcd numbE>r or flying boats in tbia coWitry, 
but tho pruaunt const ruction program tor flying boats, together with 
t bc uau or land planu~ by th~ bavy,baa resulted in rapid growth. 
An Ltlm<.ua.,J.y illportant shuttlv survicc butweon ili o and Natal was 
ruo~ntly ina~rat.:od by tho Kavy primarily to carry quartz crystals 
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and mea tram Rio 1;o Notal tor r~ehipacnt .to·lliw 011 the Arrq 
lin~ t rom Natal. 

129 

1\o substantial capeci ty on t he Pall Aaorican Ai rways routoe is 
ontioipat od , bocuusu their planes aro all baaicolly peseGD&or 
oirorctt with lW tt-11 oargo-corry1Dg spa co and because it ie 
n~c~seary to m&intoin t ccilitics tor t bu moocmvnt ot non-.llitary 
pseeoDgors and mail, particulc.rly ovor tllo Lntin Amerioe.n routoe. 

Thu acoom~nying exhibits and cherts &lluJn :· d&toil (l) tL~ story 
of whet has buon aooomplisbLd to det£ , (2) ~etimctos ot what may 
be oxpoct6d durin(! 19431 and (3) a·· ~1ot~:.rc. ot tt.- pot<:Dti::l. nail­
.::.b.t.<> co:rc.cx:s which con bo ~de -ths beals ot tb6 expanded air trena­
port operation. 
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.t.co011p1hl!lenh ~ ~ 

l'be rollowiJla gi7ea .. clllll1l.ative tot .. l ot the materi<lla c.orried 
to d<lte on. ~.ua li<Lvy airlilloe beheen the indicated pointe, 
aooord1116. to the adrton reoaind liP to tba Cia tee abolrn 111 the LA at 
column oppoai ta ... ob .c9Q1111041ty. 

'l'haee figurae are obtd.ined from OonauLlr reports, reports• fi.cm. Special 
foreign field repreaentd.tivea, cablee 4Dd l!ldlliteete ot tba .arm.:r 4ir 
TNIIeport COGmJJ!d and trcm ropreaentativee in .110rta ot entry 111 the 
United Statca, 

Cuwul.ot1va total reported 

• 

_ . )lay 15 to date t~a_d ___ _ __ Da~te~-
OoE041tY &!ovc~~enta, CbUI.i - India: -

Br1atlea 
8111< (for 3ri Ullh account) 
Tu.oseten 
Till 
Koroury (for U.s.s.R. ) 
Tea 

OolWDbite 
llioa 
Qu.artz Cryatd.l 
T<llltal.ita 

&? , 15M 1be. 
291,11411 lbe. 

5,5015,&:,. 1ba. 
101,000 1be. 
117,4110 1ba. 

_ _,l.,O:.a;a 000 1ba, 

5, 805,607 1be. 

1,070 lbe. 
35,631 lbe. 

100,372 lba. 
.4 .292 lbe, 

150, 565 1ba. 

ll/20/42 
" 
" • 
• 
" 

ll/20/42 

11/27/42 
• 
• 
• 

ll/27/42 
K1oa Movejeiitaltt'roal:;;;;;;::--------------------

!Care. chi , llldia 

iirivde in tho u. s.: 

Tantalito: 
From Brazil 
From Bolgi~ Con60 

320,280 1ba. 

137 ,646 lbe. 
2.Q()Q lba , 

1311,646 1ba, 

? 5 0 000 C<lr& te 
225,000 c..rata 

3 . 26Q.OQQ carpta 

11/28/42 

ll/28/42 
• 

ll/28/42 

ll/14/ .. 
• 
• 

3, 550, 000 carate ll/14/d 
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• l)''"'ttt1Te total reported 
!fay l5 to gtt etato4 

. RubbGEI 
rrar. Liborla 
FroiD Owla1 Zone. ( I r o 

and N 1 colragua 
i'r<111 Brazll 
Fro• Mww.oe by RRO­

DSC p1anee 

~rta Oryatals: .. 
hom Brazll 

Beryl: 
irom Brazll 

!unsoton oro laoheolitol: 
From Brazll 

l:itnna Seed 1 

Platlnwu 

r 

4rr1vule ... t Pu.orto JUoo and 111ul 
tor tr;llltabipmcnt to &.1ti: 

• 
' 

891,11119 1bt. 

108,078 1bt. 
262,11&11 1be. 

28,472 1bt. 

&111 ,478 1ba, 

12, 048 lbe. 

271 1bt. 

S8015&1 OZ!o 

420 lba. 

.a tone 

• 
! 

130 

ll/ltJ/4& 

ll/28/42 
ll/fa/42 

U/25/41 

U/28/42 

ll/28/U 

U/28/42 

U/28/U 

.. 
' • 
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Exhibit II 

Eatimatea For l£43 ----·- .. _ .. _ 
It 1a not pouible to moke any aoourate foreoe.at of what atl'ttatio 
oollllllodi tic• oan be moved by air durinc 1943, Too ~Mny f'aotora 
exiat which oen upaet cny firm prediction, 

so lon& 81 imoort oarr;oes of stre.tet io materials are oaJ<t'iad 011 a 
•space a~ilable" baaia, the amount of material mo'9ed ia directly 
o~nneotod to the amount of apeoe •~ilable, 

nie present outatendiJit military direoti~a r;owrniDg pr.toritiea 
for air tranaportation fix the followill& olaaaifioati011a: 

1. Persons epeoified by the President, Secretary of 
Vlar , or Secretary of the Nnvy: 

2. Ferry pilots, either ArtfJ!!I, Navy, or lf.arine, in­
cluding 100 pounds of bar;r;a,e pe r passenger; 

3. · ilitary and cirllian persolllMil where OJD8rgenoy 
air tranl 1a essential for the war effort. 

· 4, Ar"'lf and Navy equipment, &lllllluni tion, supplies 
and metorhh essential to tho war effort. 

The "space available" olassification, ·read in the .light of theee 
regulations, 11mitis stre.tej'-ic msteriala to apace remaining vrhen 

.. none of the specified priority personnel or material ia awilable, 
The J.~ io preaently considerin&, howeve~, the possibility of 
olacin& thoae etrategic materials in the olaes 4 prioritY 'roup. 

The broad lall(tUO~e of the "Class 4 priority practically !llimiD&tU 
any appreciable outbound space, since the de..,nda of. the mill bary 
for personnel ardi'uppl:iea .,ill undoubtedly ~ooupy substantially 
aU of the apace on all of the planes whioh o·an be put into out­
bound aerrloa, In fact, ot the preaent time, there is 'n• large 
backlog of ~terial and supplies stored in wnrehouaea at varioua 
points wai tine; for movement to outlying deatinat'~ ons by nir. 

On certain of t ho inbound routes , there he.~ been and Will be 
from time to time, •ubatantinl nmounta of ~oant'aP'ce . Fraa 
certain areas thoro •ill be " lcrgo rotu.rn ao"t'llment of oaauala, 
ewouees, .,..ohinory nnd equipment be i ng returned t o this country 
for major repair (,. rtioularly nirplnna ongineo and pnrta), and 
materi~ls and aupplieo being moved from one military the&ter to 
nnother, Evory route, h~ever, io oubjeot to the vioiositudea 
of militory operntion, end nll apace may be out off at n moment'a notice , 
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1'llroe recent illuatn.tiona will indiolllte the unreliability ct 
any prediction• ot tuturo onpacitiea: 

1. 1'llo movementa of miot. out of lrcl'tlohi , which bo~11n the letter 
port of l.tly, ~l'llduolly iMrensed in YOlWIIII cluri~ June 10 
th11t from !lay ?.2 until June 24 11 total ot •o, 200 p01111cla were 
moved, ~ IIIOn•nt WCII acoelarnti~~& to auoh an extent thct 
in the loat woolc nlone ot this period 22, 000 pounds ""..!:~ 
mowd, thtlt h , 11 l'tlte of over 80,000 p01111da a mcmth • .()Q 
tlult d11y, it would htlve boon ante to prec!Jct that duri~ 
tho next thirty-d11y period 11t lenat 60, 000 pounds would bo 
shipped. J.a n ncttor of fact, how.,ver, tho llilitary delllnda 
on the plnnoa, duo to the E~ptinn oporntion, to~othar with 
tho disruption of the operntione through tho demnnde of the 
Oornmnnding Genornl of tho looo.l cron, atoppod nll movements 
~ntirely for n poriod of 35 dr.ye, r.nd it woe n~until Ju~y 
29 thct tho next shi pment of 2, 500 pounds wee mrdo . 

During Au~uat n total of 65,000 pounda wna aoved, 

1'llen durint~ tho fi rat 12 dey a of Septol!'lbor 20,460 pounds were 
mowd, which would i ndioeto c n to tor th&t 11onth of nonrly 
80,000 pounds. In tho poriod from September 12 to Soptolllbor 
24, howovor, only 1,000 pounds wero roportod1 tho reoeon for 
the drop-off bo1ng r. a yot unoxplninod, r nd tho totr.l for 
S~pto:nbor c~grego.tod only slightly ovor 40,000 pounds . 

2. In Juno nnd 'Juiy, tho Air Trt.nsporj;ct! on Oivieion Qf the Air 
Trcnaport Colllllir.nd ' ett>tod tht.t the route from tho PnMmo Concl 
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to BrOft'navillo end Sr:.n Antonio, Texea, wea runni~ extremely 
light, <-nd . thc.t 't horo wr:.a en cvorege of 4,000 to 6,000 pound• 
por dc.y of pr.ylor.d apoco cw ilc.ble to or:. rry at~togic moterirla. 
At thot . timo, th, r o wo ro no existing proErr~a Which could sup­
ply tho mr:.tcrio 1, ond, c.fter conaidorr.ble di fti~ul ty, t.r.rc:~o­
lllSnte wero mc.do to movo South. Am<>ri<~nn rubbor and bnlle :'.fOOc! 
to tho Cllnr.l Zone by atonmor for trnneehipmont by r.i r.. · 

By tho time the eo nrrllnt~omonte were oomplotod, r. mili tnry 
ordor ·hnd boon iaauod dirooting tho ovr:.out tion of certoin 
poraonnol from tho Cnnr:.l Z·ono c rea, wbioh OOJI\Pl<.taly filled 
tho evr:.iloblu pt.ylecd apooo of this plrno ~rv•oo. ~ooord ­
i ngly, r:.ll nrrr.~~tomonte for the trenaeh1pmnt of belae wood 
e t tho Cc.nr:.l Zono for r i r 11ovoment to Sr.n Antonio ....,re 
onnoe lled. 

3. The c.~r movement from Chi na into Indic. hee boon inorooaing 
by, lonpe r.nd bounda. Tho movomont for S<.ptombo r ronohod the 

. . . .. . ~ . . .. - ~ ' . . ~ . . 
. . . .. . . ' .. . - . . - ' 
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Eatimatea For l£43 --- ---·-· -~·· 

It ia not poaelble to !Nilco any ae>e>urate foreoaet of what atrater.io 
e>onlllloditice oon be 121c.ved b;.r air durinc 1943, Too lll!'.ey fac.tora 
exist which oan upaet any firm prediction. 

s 1 81 imoort c.arr;oea of atrator;io .. teriala are oal'l'iad 011 a •:pa~;;; • ..,.ilable" baaia, the amount of material mo'"'d 1e clirec.tly 
o~Jmeoted to the amount of apaoe available, 

Tlie preaant e>utatandint military direothee r;o..erning priori tie a 
for air tranaportotion fix the following olaeaifio&tiOila: 

1, Poreons spee>ified by the President, See>retary of 
War, e>r Sec.retary of the Nnvy; 

2, .Ferry pilots, oi ther Arrtt:;~, Navy, or !Iarine, in­
cluding 100 pounds of bag~r;e per passenger; 

s. :.ilitary ond oirllian peraonDOl where emergency' 
air tra.,.l is essential for the I'T&r effort. 

· 4. Ar!IJif end Navy equip1!18nt, AlllllUni tion, supplies 
and matorids essential to the war effort . 

The "apaoo aveiloble" olaasifi cation, · read in the '.light ·of theae 
reiulatione, Unlit's atrateric lll8teriale to apae>e remaining when 

" Done of the apeoified priority persoMel or mAterial ie aveilable. 
The A~ 1o preaently ce>nsidering, howe.,.r, the possibility of 
olae>inr; those strategic mteriole in the e>laaa 4 pr.io'l"i tY r;roup, 

The broad la~u·~· or the 'Claes 4 priority practically fliminatea 
any apprce>iable outbound space, since the delli&nda or. the military 
tor personnel •~<ri'uj)ji'i'iee will undoubtedly oc.oupy eubatantil lly 
al). of tho epae>o on all of the planes which o'an be put into out­
bound aonice , Iri fact, at the present time, there 18 'n• large 
baolclcg or m~~terial and auppliea stored in wo rehouses at varioue 
pointe waiting for movement to outlying deetinat~ona by nir. 

On certain or tho inbound routes, there ~u~ ... been and will be 
fr001 til!l8 to tilll8 , aubatantial r.mounte ot wtlant :epe..ae, Froa 
certain areas thoro Will be .. lcrgo return movoment or oeaUAll, 
evacuees, achinery and oquip..,nt be ill& returned to this country 
fer I!Wljor repair (particularly airplane bnt;ir.ea and parte). ond 
mtoricls and auppliee being movad frotn one militory thot.tar to 
nnother , Every route, however, ie subject to the vioieaitudea 
or militnry operation, ond all apace ~n~~y be out off at o moment'• notice, 

.. 
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'l'hreo reoent illuatrctlona will lndlot~.to tM unreliability of 
ony predictions of fUturo onpaoities: 

1 . Tho movemonte of miot. out of K.arcohi , which botton the h.tter 
port of !.loy, grcdUDlly iMrensed in voluiiiiD during Juno 10 
thnt from !Sy 22 until June 24 n total of 40,200 pounda were 
move~., Th4t llurfe~a~nt wca aooelernting to auoh nn extont thrt 
in the lnat weok nlone of thia period 22,000 pounda .,.re 
mowd, thnt 11, a rcto of over 80,000 pounda c mODth. OD 
thnt de.y, it would ht:ve been eo.fo to predJot thnt dur111t 
the next tbirty- do.y period o.t locst 50,000 pounda would be 
shipped. l.a n lll!ttor of t'cot, hcorover, tho •il itory dalllllnda 
on tho plo.noa, duo to the Bgyptinn oporction, together with 
tho disruption of the operations through tho demnnds of the 
Commnnding General of tho looc.l cren, atoppod nll movements 
ontirely for n poriod of 35 dcys, end it wo.s nor-until Ju~y 
29 thct tho next shipmont of 2, 500 pounds wcs mrdo . 

During August n totcl of 65,000 pounds wee moved. 

Then during tho first 12 dcya of Septo.Cor 20,460 pounds were 
mowd, which would 1 ndiocte c rr ta for thc.t liiOnth of' neo.rly 
80,000 pounds . In the poriod from September 12 to Soptombor 
24, however, only 1,000 pounds wero roportod1 tho r eoson for 
the drop-off bo1ng c s yot unoxplnlnod, rnd tho totr.l for 
S~ptombor c~gro~atod only slightly over 40,000 pounds . 

2. In Juno nnd .Juiy, tho Air Trr.nsportot•on Division qf the Air 
Trnnaport Comnit'.nd · stotod thr.t the route f rom tho PnnnlO!> Cn1111l 
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to Br01msvillo c.nd Sen Antonio, Texas, wr.s running extro1110ly 
light, c.nd . thnt ' thoro wr.a r.n cvorcgo of 4,000 to 5,000 pounda 
por dc.y of pr.yl«d apcoe cvcilcblo to ocrry strrtegic mnterkla. 
At thnt timo, th~ro woro no existing prO!rrma which could sup­
ply tho mr.t oriol, Ond, cf~r cons!dorr.ble difficulty, cr.rcngo­
IIVnts we r o mcdo to movo South. Amoricon rubber and bolae ;wood 
to the Conal Zone by stoc.mor for trc.nsshlpmunt by cir • . 

By tho time theso nrrnngomants wero complotod, r. !"Hitery 
ordor ·hod b~on issuod directing tho evcouction of cortcin 
porsonnol from tho Cnncl Zono creo, whioh oompletoly fillod 
tho nvt.1lc.blv pr.ylocd apooo or this plrno a<.rv•oo. i..ccord­
lJ!&ly, t.ll c rrr.ngomonts for tho trcnash1pmont of balae wood 
c t tho Cr.ncl Zono for cir movement to Sr.n Antonio trore 

. oonoolled. 

3. Tbo njr movement from Chine into Indir. hr.a boon inorcosir>« 
by, lonps r.nd bounda. Tho movement for S~ptombor rocohad the 
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figurtrof 1,000 tons, mostly tun&aton •• Expaot r.ti'ona tor 
Ootob~r wet'() OVIIn ji;Nntor r.nd for tho tirat ffYW drya 
CVIlr c.god 40 tone pv r dny . . Howc.ver, on tho bt aie of n ro ­
queat from tho Cominc.ndillb Gonurr.l, tho l ntoroatod oi v111.lln 
c.r;onnioa i n l:c ahinr;ton cgrocd to t. 0011ploto diaoontinuc.noo 
of ell a0 ....,...,0 ta of atrntor;io mct,rlola out of ChiDC for 
c aubat&ntirl por iod, which bo~nn r.bout Ootob<ir 16th r.nd 
tty run unt1l tho a1ddlo of llocotlbor. 

Th~ Air Trcnsport CommLnd ht.s furnished Ul r. thoorotioc.l progrcm of 
tho oxpr.nsion of totc.l oc.proity of ita ei1•l1noa up to end including 
lloocni>o r 1943, oooordl ng to tho t. ttr.ohod aohodule . For purpoaee Qf 
compr rison, Soptxrmbor 1942 i s nlso givon, ao t hr.t aomo idon of tho 
r;rowth or t ho aon ico my bo hr.d . 

The fir;ur(IS givvn r. r~ tho totr.l not p~ylor.d or.pr.cities · of th~ pro­
joo~d route a, nftor providiDf dl noccaar ry ~l'soline lO<ld . 

On soac of th<.ao routoa, doapito tho lorr;o r.wilrblo pr.yloc.d aptoc, 
llC ny of the plnnoa will , nowrtholoss, oomc bc.ok prrotion lly ompty. 
It will bo difficult to provide onrgooa of atrntogio mctorinl• book 
from Alnskn (unloaa the routo ia n.do pr. rt of o through r outtJ to · 
Ruoair. or Chino) , whi ch will be north the ndditionr. l ev1rt1on ~rao­
llno noedod to haul tho axtrn lond. Thoro will not bo subatnnt inl 
o"'ounts of strategic mr.torir ls to bo importerl l'rom tho Uni tod 
Kingdom-I oolcnd-Grovnlrnd r oute , 

On th~ trc.ZU~-Pt.cifio oporc.tion, the Air Trt.naport C<ll!lllr.nd r.ntioiprtoa 
en oxtN)mcly hcnvy movo!liOnt or personnel , wh' ch will l ocvo rol~tivoly 
litt lo spooo for ocrr;ooa. 

Tho figUJ;'OS gi""n Cl or L<loolllber 194?. Npr<.aont the pr<>ac.nt cathrtoa or tho opcrr t i nt offioc.rs or tho Pl ena Divis ion end Air Trcnapor tr.• 
t l on Division or tho Air Trc.napor;t Conwc;nd. Tho oat i..,tod i noronao 
of 15% pur month obviously rrJ,ll not be mntholMtioc lly· r.pplionblo for 
cnoh rout.. . On aomo of tho routes thoro will bo, boccuao or l r.ok or 
trc:ffio, no inoror.a" whc.tovor. .On othur routoa , tho i noronae mny bo 
aubstr.nticlly r;roctur then tho figure ~ivon . If, for oxnmplo, tho 
lr.rgvst proportion of t he inor cnsud plroo ac.rvioo is c.llottod to 
routoa frOQ which thoro r ro aubatr ntir lly no r<; turn oc.rge<.a of 
atrct<.gic ..-t oricla, tho t;ntl re incro:.r.ao ·i n plr'dO aorv1 co uill lJo 
wr.at<.d <-a fer r.a our pro~rl'.m·ia c onoqrnod. In nddition, tho ChnDfl nr; 
nocosaiti oa of too wr.r mr.y rt rny timo mnlco it imporetivc t o shift 
aorvioca r.rbi trerily from ono rout.;, to rnothor, or porht.pa to d,ivort 
c aubatonticl numb~r or plnnos fr~ tho onti ro .opu~tion for othGr 
mili to.ry purpoaoa • Tho opor nt iona or tha llnvr.l Air Tr o.naport Sorvioo 
during 1943 must not bo ovurlookod, ~lthough nn ncoutl'to ostimnto or 
ocproitios r.ro not proaontly t vt:ilr.blo . 
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4. -Exhibit II 

l!reod on pi"<'86Dt infonrtion end tho hhtory or tb' oporetlona 
to d~to ond subj~ot to '11 of tho vioieeltudoe ' Dd oontiQ~Caoioe 
i nhoront in o militnry oporc,ti<»:~, it TIOU1d eooa roneont.blo to 
uxpoot ~t movo~nts dur in& 1943 might ~r. oi 1y bo throo or four 
timue tho preaont movomont, \1h1oh is ntgrogr.tint opprQXiKtely 
250 tone pur month f r om c.ll aourooe, oxoluding tho ,ah,.ttlo movu­
l'lllnt from Chinr i nto Indir. , 

• 

-· 

·. 

., 
.. .. 

. , . . 

.. 

• 

· . 

• .. 
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Tile to1low1JI& t).sure• 1.od1c.lte the eXpected :1.~1llb1e 0Qpao1U ee 
ot the 4TC in 1943 for planea 1e~viog the 1Dd1c~ted pointe tor the 
United Bt:l.tea. The Deeoabor , 1114.8 eti!JilOity repr eaeote the Pr&IKIAt 
o>roc;r<lm .. nd 1a uK4 ae tho b..! eo figure wi tb ..&n u Yerap. 1D!I1'8.!110 ot 
15',. 'lOr lllboth c..ob, bcgioni.og in J'..&DU-'J;Y, 1,9~. Tho f igure tor 
fk,ptoaber, 11142, reprueota u nfl<1rly'aa OtAD be <&ecor tcaine4 the 
~~over4ge ~ily o.<pooci ty tor th.lt JIOJltb. AI yet the &TO lue not 
g.othered tOGether ttsurea 1Ddic..t1JI& the cargo lllOYeMnte tor their 
~..at opeN.tiona. lA the ...r1y do.ye, c..rgo opeNtion• wre eo 
lMOI' .. uuc ...nd c...auo.l tt..t 1t ia doubtt'\1.1 whether c0111p1ete recorda 
will ever be .lV"11Ab1e. However, ttsurea for J'u.ly <Uld aUf;U&t Will 
~7CDtUdlly be GCC~Ul ... ted. 

Daily capacity in pouoda. 

Soptllltbor 1942 

D~cccbor 1942 

l' ... nUAry 

.February 

llurob 

4-pril 

l<ay 

J'uoo 

1u1y 

Auguat 

1943 

• 
• 

• 

• 
• 
• 

• 
Sept(.Jitbor • 

October • 

November • 

Dcoombcr • 

Xnrecbi Kha.rtoum 

3,000 10,000 15,000 

- - - - - - - - - - - - - -
25,000 

36,250 

40,000 

43 , 750 

47, 500 

51, 250 

!55,000 

58,750 

62,500 

66, 250 

70,000 

25,000 

28, 750 

32,500 

36,250 

40 ,000 

4:! , 750 

47,600 

61 , 250 

55,000 

62,500 

66,250 

70~000 

50,000 

57, 500 

65,000 

72, 500 

80,000 

87 , 500 

115, 000 

102, 500 

110,000 

117, 500 

125,000 

132,500 

140 ,000 

40Cl'tl 

t!U-u Nat al 
to IUilcl 

19, 000 

60,000 

69,000 

78, 000 

87 ,000 

96,000 

105, 000 

114,000 

123,000 

132,000 

141,000 

150,000 

1511, 000 

160,000 

Uni te4 
Kingdom 

1,700 

30,000 

34, 500 

311 ,000 

43,500 

48, 000 

52, 500 

57,000 

61,1500 

66,000 

70, 500 

715,000 

84,000 
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6 _ 1Xh!b1t n - 2 -

DailY capacity ill poUIIdG • 

!J!.e tulia lla•p Oe.ual Zone Quayasuil 

Sc.ptcmbor 19•2 2 , 800 · 21,000 10,000 ·o 

- - - - - - - - - - - - -
• 

~oec;abor : 11l42 20 ,000 55, 000 22,000 5 ,000 

January 1943 23 , 000 &3 , 250 25 ,300 5,750 

Fobru ... ry rt 2&,000 ?~ , 500 20 ,600 6 , 500 

II!U'Ch " 29 ,000 80, 750 31,900 ~ , 250 

April • 32,000 89, 000 3 5, 200 8,000 

l:ay " 3 5 ,000 97 , 200 ~.500 8 ,?50 

1WIC " 38,000 105 , 500 n ,8oo 9,500 

1uty " 41,000 11:) , 750 45 ,100 10, 250 

August " 44 ,000 12? ,000 40 ,400 1~ ,000 

September .. 4? ,000 130 , 250 51,700 U,750 

October • 50,000 138, 500 55,000 12,500 

IIOVOilbC:.r " !53,000 146 , 750 50, 300 13,250 

LCC<lmb;r .. 5!1 ,000 155, 000 61 ,&00 H,OOO 
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Exhibit III 

On the tollo\lin:s four pe.gea is a verllptio quotstipn of that port.iQD 
ot tho lar Pro(~uct:'.on Board Cargo Plane Committee report which dh­
cuaoes tho ma{snitude of po~a,ible air cargo operations if the entirety 
of o. aolected group of st rategic llllltorio.ls was iopor·ted into the 
ll .~. by o.ir, The list and the accom)le.l)ying map also sho11 the amount 
of potential strategic ait car(ioos of'raVI matoriais , The annual 
tonna(ios of csrr;o given in tho liot nre baoed on the reports of the 
Joint Intoll1gence Conwittoo. Otbcr rJO.terials SU<?h as bal,sa_ r1ood 
and corta!n 'needed fibers 'mi:,ht be added to snell the total, 

The cap inclucles all of t!\e itel'ls con4ined in the attached list flith 
the exce;;>tion of the three bu1lcy cargoes of rubber , copper and que-
brccho. • · ' 

• 
' ' 

.. 

' 

.. 

' ' ... •' 

' • •. 
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• .. 13.4 

The ,UMtlyt proaeoution ot the ar bJ tbe United Raticaa • 
ponds to a l=go extent ca the abilit;r of the United State. u the 
ooat potent producer of 1~ ~~~ateriale to ilipgrt troa abroad larp 
enough volwaes ot necea~~~~ey strategic aterial Witl)out ahiob oar 
produot1•• pro3ram cannot aucoeed , 

VIe be.ve eelected a list o! thirty- seven COI!'Ir.l0dit1ea , all highlT 
otrntosio, and a ll rated !rem A-1 to A-4, for •tater-borne ei!SJlpiJic 
ydori'l.;r.,, I' hey range !rom one short ton of quinine t o 657, 200 tona 
of copper· aa expected cargoes for tho ;roar 1942, The tptal tonnace 
ie l , J031151f tons for tho ;rear and 1>.11 ahown on t he ac~ cap, 
they come trom nlm:>st every nreo. now under the control ot the United 
Nat:~.one , 

1:1mecte!l lJ;mort.a 
Selected Critioel ~~crM~~s L!.'-'~l 

P.s!t'COdi t:r ExDo{tod Ccr&l! f"2~l 
J: • Short fona . 

Antimoey 30,550 
Asbestos 34,Bl5 
Beryllium 5,QCC 
Bismuth 550 

" Cadmium • • 1 ,022 
Oobo.lt ltl, 760 
Ooccnut shell char 5,000 
Oolumbium 1,000 
Ooppor 657,200 
Oorundwa 3,606 

' Cr70l1to . ?:7,416 
Fish Li vor Oil • 7 ,!XXJ 
Graphite 20, 061 
HUibone • 75 
Hog llr>iatle 1, 518 
Illloni'te 36,~ 
Iodine ' 762 
Kyaniio .. 10,000 
ltioa (block) · 2,540 
Ilion (aplittin[sa) 6, 526 
llickol lhtte · · ·. 7, 690 

' Pllltihum .. . . ' . • 2 ' . '" 
P)'rotbrum' .. ' S,!XXJ 
Q\W'ta Cr:ysta1e 2,000 
Quebrnoho 1!)0,000 
Quinine l 
Rubber l.84,!XXJ • 
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I . . 

!\utile 
Sj,.pt 
)1f.nGrove ) 
Jwobolens ) Tanning 
ilatile > 
Tnn,tolum 
Till 
Tungsten 
Vaoodium 
Zirconium 

!'or ld Total 

l I .. 

~ Cmg JW.U Short Toll8 

13,820 
725 

9 , 000 
3, 500, w,coo . ·.~ • 

7S0 
44,500 

3t900 
1,970 

45, 000 

1, 303,159 

Assuming thet the total expectable product1on of cargo planes 
t or tho yoo.rs 1942 and 1943 tloro available im:>ediately tor tbia ~ 
roeo anC: that eacb plane vould opotnte an avora(>e of 2000 hours 
total tl13ht ti:le per annum, t:e would still be unable to move into 
tbis 00\Ultry the total of all thtae urgentzy needed l'lateriala, · 

llorever, b)" t he end of 1943 wo !.~Ill.!! bo able to uove the total 
of thoso products , the demand for Ylbich is los s than 100, 000 tons 
)Xlr IU\1\Uill, Tht.re l70Uld still bo availuble for movement 49l,ll9 tons 
of bul!cier itons; l1Alllol)", rubbo; aoppor , quobracbo , 

The above assur.tption, of course , <loos not nllol'l ior the use 
of c. substantial po1tion of tbGoo planes in <'tireet military aotivi-­
t ios - tjl)ioh moans t hAt actuall)" t ho amount tint could bo ecn ried 
'llith tho .present production would bo vory much Slllallor. It ie for 
thio reason tint tbis rc.pot t ropcat~dl)" point s out tho necessity 
of at loollt doublin;; the present proc!uction , 

Cortain import:tblo mc.toric.lu 1 part~oulor 1)" t ho so coming !rom 
Chine. , Indic. end points in tho llic:dl.o Lo.ot and Neor Jsnst , are not 
nov oosil)" cvnilnblc for 'll:l.tor transport, boc:nuso in mey iMtcncos 
tho country of ori,..J.n is couplotol)" bloakndod by tho onruq, In 
otbc.r instonoos, the wnt or trip is so lons ll}lcl so vulnerable to 
onot~y noti on that lliCtcrinls o! strnt ocric ir.!portonce to tho United 
Stotos ahbuld not bo subjoctod to tho risk of loss , · 

17o can best domonstrat o tho !WL<!n.Uoo(\ for impgrts bx W b)" 
pointing out that it tho nor thern and oouthorn A tlnntio shipping 
lnnl.la 11~ro cut so tlll'.t 11:l.tor- borno l!IOvomont of strategic ilaporte 
a cros e thvoo arena beec.mo i.!aposaiblo 

1 
no liOuld f:i..nd oursolvoe com­pl otoly out o!f fron: • 
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• (11) A spoc1.ol 't1Po of etro.togio c aboetoa, which 1a tbo ~ 
caboetoa which wi.ll -t ocrtc1.n llo."7 apocU1cctiolle 11114 
which 0011011 troll South AhiCCJ 

(b) Tho 8J'Otltor portion of our etro.tocio col'l.llldw<t n<.eded for 
t ho arinding of optiool l oneoa, ro.nco finders , bomb llilbte, 
end similcr optiool oquipmont - likowiao c product of 
South Afrioo; 

( o) A substo.nticl pnrt of the. United !lations roquircmonts for 
graphite suitnblo :for fino' 'Orlloiblc.a~ .Ost' of which orlr­
ina~<dll lbdngnaoor oild Cc.ylon; . 

(d) Ovor hn1t of our roq\drc.monts for stro.t ogic mice 1 nbsoluto~ 
oasonticl for the mo.nutnoturo of sbort-oovo rndios nnd 
othc.r oloctr ical equipment - tho pr-. ncipcl source of ub1ch 
is tho northoc.storn po.rt of India; 

(o) Pt:1ctioolly all of our cooolt n<.odod for certain typoa of 
atool , end which i s il:!portod from tho Bolgio.n Congo; 

(!) Almoot 25:,. of our X'Oillllini.ne r.vnil'lblo supply of t in, co.­
ing fx-oo lligorin and tho l>oJeiD.n Oon;so 1 and 

(s) Our ~_q supply o! cryoUto !'roD Groonlnncl , cssontinl 
in tho nluminum industry, 

Shippinf; .l.2fl..S.!ii of atrat(,gio mntorinls in tho last throe montha 
hnvo boon oxtrorJoly sc.riOUll, inoludinc dnngorouoly lr.rgo proportiona 
o! antimony, tin 1 nn<i othc.r mct<.x-illla. l1<.ro sufficiunt cargo· plan' a 
aw~lablo t o JDOVO t hc.so mtorinls into tho Unitod Stntcs from pointe 
of origin, tho dc£ngin3 c;ffc.ct on our c.conoiiG' during th<. noxt oi&htc.on 
months which rd.ll rc.sl:.lt from th1..BO losaoa TIOUl.d be c v<.rtcd. 

In r.ddition, on a INI!Ibc.r of th .. ac. tt~torio.la, our prc.ac.nt atooll:­
pil<.s c.rc. .lc.ngc.rously 1011 end ~~ in ioporta as ucll as ~oty ie 
ossontinl. The:. vc,rs.'ltillty o! tho cirpl=.nc. in such cas<.s giv<.a a 
groat r.dvunto.so ovor shiJlllinz by not having to lclt for :1 suitnblo 
CICOUJJrul.t'. t ion, · • , 
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BRITISH AIR COMMISSION 
1788 MA.aMCHU~ AWNUK 

WA8HINOTON. D. 0. 

With the COIIplbent.e of Br1Uall Air c-l.eaioa 

who enclose StatAiomlt 110. 62 - .Urcra.tt Deapatcbed 

- for week ended Deceaber 1 , 1942. 

The Honcurable Henrr llorgenthau, Jr. 
Secretaey of the Treaeury 
IIASHIIIC'l'ON, D. C. 

Deceaber 7, 1942 • 

• 
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TREASURY DEPARTMENT 

INTEit OI"'"'C& COMMU NICATION 

DAn Dec . 7, 1942 

~ Secretary Morgenthau 

.. ow Mr . Whlte ;Y;PY. 
1. ~tab111zatlon Fund's Gold Transactions 

Durlng November, 1942, the Stab111zatlon Fund sold about 

~11 m1111on in gold to rore1gn CO\!lltries to be earmarked !or 

tt.elr accounts with the Federal Reserve Bank or New York. Bales, 

by countries, were as follows: 

Country 

Argentina 
Swl tzerland 
vatican 

Sales in millions or dollars 

5.0 
5.0 
1.0 

In addition, the Fund purchased about $2 .5 million ln gold 

!rom the earmarked account or Uruguay . 

ln order to malntaln 1 ts gold balance, 

purchased $11 .5 million ln gold !rom the Treasury General Fund. 

As a result or the above transactions, there was a net 

Increase or about $3 mllllon 1n the Stabilization Fund' s gold 

holdings to about $19 mll llon as or November 30. 

• • 
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TREASURY DEPARTMENT 

INTK" 01'1'1CI COMMUNICATION 

DA.,.Dec . 71 1942 

·~ secretary t.lorgenthau 

,.o,. Mr . Wh1 te J/;h;/· 
1. ~teb111zat1on Fund's Gol d Transactions 

During November, 1942, the Stabilization Fund sold about 

$11 m1111on in gold to foreign co~tries to be earmarked tor 
•• 

their accounts with the Federal Reserve Bank of New York. Bales, 

by countries, were as follows: 

Country 

Argentina 
SW1 tzerland 
Vatican 

Sales in millions ot dollars 

5.0 
5.0 
1.0 

In addition, the Fund purchased about $2.5 million 1n gold 

!rom the earmarked account ot Uruguay. 

In order to maintai n its gold balance, the stabilization 

purchased $11.5 million 1n gold f r om the Treasury General Fund. 

As a resUlt ot the above transactions, there was a net 

Increase ot about $3 million in t he Stabilization Fund' s gold 

holdings to about $19 million as of November 30. 

... 
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Treasury Gold Stock 

141 

D1v1s1on ot Yonetary 
Research 

During November, the Treasury' s gold stock increased by 

$3.7 mill.ion to $22,743 .4 million as ot November 30. Known 

and estimated acquisitions were as foll ows: 

~illions ot doll ars 

Newly-mined domestic 2.9 
Imports sold directly to mints 

and assay offices (nearly all 
rrom Canada) 11.8 

Miscellaneous. (coin and scrap) 0.5 

Total 15.2 

The Treasury sold $11.5 million to the Stab111zat1on Fund, 

making a net increase ot $3 .7 million. 

3. Total Gold Holdings ot the United States 

Treasury Gold Stock 
Stabilization Fund Gold 

Total 

October 31, 1942 !.:!N.!::ov!.:e::!:m~b:::e:!..r....!::::L...:..:::::!!I 

$22,739 ,749,323 
16,049,997 

$22,755,799,320 

$22,743,411,716 
19,090,888 

$22,762,502,604 

The increase 1n the gol d holdings ot the Treasury and t he 

Stab111zat1on Fund during November was $6 .7 million • 

• 
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TREASURY DEPARTMENT 142 

INTI" Ol"l'lCE CONNUNICATION 

DAT& December 7, 19~2. 

TO 

~bJect: 

Seoreta.rr Korgenthau 

lolr. 'lh1 t e 

The Current Situat i on in Cuba. 

In view ot President Batiata1 a arri val in Washington tomorrow, 
you maY be interested in the followi ng statement ot Cuba' s economic 
and political situation. 

I. Unit ed Statee Ald tnd Cooperation. 

l. Batista intends to sign new economic agreements prcbabl)' 
1nvol ving the purchase ot the 19~3 eugar orop~ We bought the ent i re 
1942 crop at 2.65 cents per pound (one cent above the 19~1 average 
or1oe, but Onl)' one-fourth the 1920 price). The Cubans are WOrried 
b7 current expectations ot a lese ta.vora.ble 19~3 agreement . 

2. A United Bta.tes Technical Mlaeicn (under Treaaurr control) 
has advised Cuba on a. Central Ba.nlt and related topioe. Cuban legia­
lat1on growing out ot the Mission' s reports 1s near passage . Another 
report, on an Agri oul tural Bank, 1s almost completed. 

3· The gold agreement ot Julr 6, 1942, gives Cuba 120 dare to 
PB7 tor gold purchased. To date Cuba. ha.a bought $15 .Ull1on ot gold, 
which 1s used as reserve against issuance ot the new peso notea 
pr1nted 1n Washington laet epr1ng. 

• • 

~. The United Sta.tea baa signed a $7. 2 mil lion Lend-Lease A«ree­
ment w1th Cuba calling for a. maximum total repayment ot ~~- 2 million 
(58 percent). Through September, sb1pmente totaled 1330,000. 

5· Export-Import Bank aotive commitments to Cuba total ~~ mll­
l 1on: (a) 125 mlllion tor general public works, and tor industri al 
end agricultural development, (b) $15 mill i on tor improving Babana ' e 
waterworks. No actual di aburaements have been made under ei ther ot 
these. Repaid loans ot 127 million aided Ouba 1a coi nage program 1n 
the middle thirties and Ill million helped Cuba store and grind part 
or her 19~1 sugar crop. 

6. Detenee 8uppl1ea Corporati on plene to puroheae critical 
ag r1cul tural oommodi t 1ea trom Cuba under long-tel'll oontraote at 
remunerat ive prioea. 

I I. Current loonom1o 81tutt1on. 

l. 
•o•e her 
IUrplue. 

• Regraded Unclassified
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Div11ion ot Monetary 

Reeearoh 

neoeesar.y tor domeet1o production. Wagea have not kept up with the 
40 percent rise in food pr1oee during the past year. Habana'e tourht 
t rade bas ceased. ravorable taotore include a sizable export trade 
belsnce and the · rapid growth ot mining. 

2. A detioi t or nearly $1.0 ll.lll1on 1a expected 'in the reltU].ar 
budget , but extra-budgetary aooounte have produced eurplueee w6ioh 
will nearly ott eet the budget detioi t. Government revenue a depend 
heavilY on import dut ies, whioh are shrinking with the curtailment 
or t he quantity ot importa. Moat other revenues are from salea taxee. 

3· !he monetary syetem in Cuba, long merely an appendage ot 
tbe dollar system, ie now developing an inde'Oendent existence. vuo.., • ....,.__ 
peso coi ns have largely replaced United States coins, 1n public uae, 
and the c1roul at1on ot peso banltnotee now exoeede that or dollara. 

~. '!'he values ot Ouban exports and imports are higher than laet 
year because or rising prioee. Ouba ' ll favorable tra4e 'Dalanoe waa t 30 
Dillion during January-July 19~2. !be United States provides some 
85 percent ot Cuba ' s import• and taltea over 90 peroent other export.. 

5· Cuban funded debt (all being s e rviced) totale t121 a1l l1on, 
including tn~ million external and 17 m1ll1on internal. 'l'beee fig­
ures do not inolude a floating debt estimated at t50 million or more. 

III. Pol1t1o!\l Developl!ent •· 

1. Batista was electetf president in July 19~ but ble reg1M 
dates trom 1933, when he seized control ot the Army, ousted Machado, 
and placed in oftioe t he tiret or eight puppet presidents. Batieta 
rul ed as a m111tary dictator and did not run tor ottioe until 19~ 
for tear that the United States would not recognize hie Government. 

2. Cuba declared war on tbe Axle immediately after the United 
States declaration. Cuba 11 now the United Stat es base ot supply 
ror the whole Caribbean area. 

3· Batiata' e presidential term hae been marked by a new ooneti­
tution, an unsuccessful Army revolution in rebruary 19~1, two Oab1net 
or1aea, and an obetruotioniet legislature wh1oh resorts to street 
brawla to settle d1tterenoe1. 

4 . Rel ations with Spain have been at ra1ned because ot Cuban 
Pa1ang1ste who have received eupport trom the Franoo GOvernment . 
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BCOitD~ c••Ja•M 

Jodoral a.eern 1&111< ot ll., York 

llow York 

Vo. 29 

lleotln4t o.o ....... 1. 19112 

Dah4t Deo•'ber 7, 19112 

lr•t Cbuct<ltte 

Plo .. • !Hl>U our AU1e4 Tlottl'7 11alte4 S\aue Boll4 .t.ccnat 
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$100,000,000 ao4 Santte- C.rtltlcat. .t.ccout $50 ,000,000 ao4 

nhcrl'be $150,000,000 U..lte4 Stateo !rtU'Ql'7 CerUtloat.o ao 

anatteo4 1>7 tbt Ualte4 Stateo !roafiU'1, alto hold tbtoo cortlticeho 

for ou.r ac.cou\. 

RocoiYo tor our accOURt $3,250,000 tro• JOIU'ttlYoo 1>7 or4or 

of Stal>lll•atioa Board ot Cbiaa. 

(Slca-4) Co&tral lallk ot Ohlaa 

(BoceiYod 1>7 te1ephoat tr• h4oral Booorn lallk ot llow York, V. Y. , 
Dtc .. l>or 7, 1942.) 

• • 

... -
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NOX TO !lL RE-TRAIIS1111'TEIJ 

COPX NO . 

I nformation r eceived up to 7 1: . !1., 7th DecMber, 19~ . 

J Ruoaio.n shi1•a independently routed have reached ICELAND {C) f rom 
Rusoin. Ruuat~n wo.ruhips sank " lO, COO ton t.Ankor, 2 oh1pa of 2 , 500 tons 

coo• snall craft in the llestern Black Sea on the lot . 

cocos ISLA!IDS. 6th . 6 bombo dropped by 3 J a panese aircran. No 
c.o co::Nnicat~ona. 

!\I!I ISI A. In T.:.OOUi.J!A aroo the one:oy i o t:ll.intdnin£ considerable 
wHh eechcn lsed troops and infantry. Ilia pat rols ure act ive 1n the 

of ,-,:1r 00 fAllS and IIASSICAULT bct,.con 1\EDJES t:L 11AB and rlniiS. The at-­
our ro,...ard ,>esitions at r.:SOURBA on Jrd was heavier then early reports 

•u••-•• caaualtioo oevcre on both sides. On cur Sou them f lo.nk enemy potrols 
end !tt.1ROUAII lvlve been active in tho direction of FAID and BOUZID, both 

by u.:;, An annoured a t tock on the f ormer wao auccenot'lllly repulsed . 

11£\, CUI!! .:A. Heav;r !'ighting is tekine placo ln FUNA . Tho village 
l>'olll tod except from tho aea by rdoht . 

• l R O~::RI:rtONS 

~t:S·ft.RN FllOUt. 6th. In t he morning 2 lnrgo scale operations in-
210 !:<lOibor: und JO squadrons of Fi:::h ters were carried out . Fi vca-Lille 
"'" booobed by 54 U.S . Fortresses su,>yorted by 16 SpHf1re Squadrons. 

P"'""'"1 indicate satisfactory attack , t.orka and rail•>ay yard being 
U. S. Libernton ""'de diversion at~ck on ABI!tVILL£ airfield dth 

Pbs•erv,ed results. Total about 90 tons dropped. C&sualtico: BnCQY by fighters 
Bocabera (provision) 11, s, 8. Ours, 1 Fig)lter, 2 Bocbers. Ph1llps 

otke .:.I:IDHOVr.ll was attacked from 1"" level by " total of 90 Venturas, 
'"'d ,o..,uJ.toa, 6J tons dropped . 1o1any ,l!ll'ta of ..ain plDnt set on fire and 

re,10r teo on boiler houso, erection shoda, l a boratories and stores . Principal 
~alve Fac tory aloe lett well alight, "uJ.ls aoen to col lapse and particularly 
explosion occurred. Casuul~ies - enemy nil, nll, 1. ours 14, nil, nil. One 

anfe . 

6th/7th . 287 aircraft sent out - I.W~Ht:llol 27) , sea t:~ining 11, . 
r e;>ol'ts indicate identi ficat ion at !.IA:lNHoi!.I extremely difficult o"'ing to 

vlsi ul l ity, 9 bomber• missing, 5 crashed , 25 personnel saved . 

flY!CH tlORTH AFRI CA. Bombing of BIZERTA by our air craft nas con­
lll\d on 5th 2 attacko ... re made on DJEDI>IDA Airfield. E)lomy aircraft 
attacked BONE l.th/Sth and MEDJES iL BAD airfiel,d on 5th. Casu'<lties, ert61!Y'' 

S. Ours 8, nil, s. 
lliRIIA. 21. escorted Japanese boDbers attacked CHlTUCO:IG Harbour 

<-used no la~t duage . 

; r s 

• 
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Operator: 

JIIIJr l 

Whlte Houae 
Opera tor: 

All r1gb t. 

Bello. 

• 

D.oeaber a, 1942 
10153 a ••• 
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Hello, Mr. 8eoretar,, General Wataon. Thank 
7ou, e1r. 

":! 
Opera tor 1 There Jou are. 

MaJor General 
I.N. Wataon: J, M. v. 

JlliJr : 

11: 

JlliJr: 

11: 

HIIJr: 

W: 

IDCJr: 

IIIIJr: 

W: 

llliJr: 

W: 

llliJr: 

Well, 1t1 e ••rr n1oe t o hear JOUr Yo1oe. 

Bow are J OU' 

I'a ••• • 

8&7, look here, wbat I want to tell JOU vaa, 
Ron doe an 1 t think I ought to co out quite 
Jet. Be ea.JI I'• alm~oet there, about the turn 
ot the 7ear I ' ll be taking an7th1ng in. 

I eee. 

8o he - the7 1 Ye el1ainated ae trom the lilt. 
I Juet wanted to thank you anyhow and tell 
JOU bow eorr, I wae I oouldn1 t ooae. 

Well, that'• too bad. 

I ' a ring t o the Wb1 te Boult dinner tonight, 
but get a¥aJ about ten. 

Yeah. 

And I oould go to get aw&J at ten, but it'• 
better to b&Ye a .. n ataJ1DS on - take the 
cab a little later. 

You know what I told Graoe Tully tllat theJ 
nee4 over at the Whi t e House •• •• 

Yeah, 

•••• a t1rat-olaea Yeter1nar1an. 

, 

.. 
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If: 

!DIJrt 

w: 
HMJr: 

V: 

!DIJr: 

• 

147 
- 2-

I think eo. (La11£be) !bat'• - reallJ 'bat'• wba\ 
the)' do need. 

Yeah. 

(Laugbe) 

Beoauee I underetand that a&)'b e Roee can't ooae 
ei tber. 

Yeah, be'• a 11,tle laid up. 

Yeah, .mat the)' •••• 

V: Well, a 11ttle treeb blood wou1dn1 t burt bia. 

liiiJr : •••• tiret-olaea - juet a - no, a little Yeterioar1an, 
I 'b1Dk. 

II : I think a&)'be we'd all b e better. 

RKJr : Yeah. 

II : Yeah, I tb1nk JOU 1re right . Be • • • • 

HHJr: Well, I'a eorr)' . We'll alee the Old Dollar Veteon. 

'1: Thank J OU, and I'll - I' l l b e there et t he next one, 
no , 1t we ever have another one, I eure vill. 

RIIJr : What do J OU ae&D 1t JOU enr have ano ther onet 

V: 

lDIJr: 

V: 

HMJr: 

J: 

Vall , I know- we'll - I' ll be t h ere. I' l l be t here. 

All rigM. 

And tbank J OU a tb~uaend tiaea. I jue t want ed t o 
tell )'OU, 

That'• verr polite. 

'l'bank )'OU, air, 

• 
• 
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Opera to r: 

HMJr: 

Nor11an 
TbOmpeon: 

HMJr: 

T: 

RI!Jr: 

T: 

I!MJr : 

r: 

HMJr: 

T: 

I!MJr: 

'l': 

I!MJr: 

T: 

I!MJr: 

T: 

'r: 

I!MJr: 

Tho11peon. 

Nor11ant 

Yea, air. 

-----

Deo.-ber S, 1942 
111 )1 a ••• 

Haaa ie aitting here • •• • 

Yea. 

• •• • and could we take Tiokton and Lindow and 
put tbell up to $6,500t 

148 

Yea, air. We could aalte the• auletant direo­
tore. 

Do that ae ot whent 

We oould s ta.rt it on Deoeaber 11, tbe next Pl1 
perlod. 

Ub •••• 

Jua t - rTida7 or thla week. 

(Telke aside: Wb7 not do 1 t the tlret ot 
Januar7t) I'd do it Januar7 1. 

Well, okar, that wUl be all right . 

Wb7 - Yb7 do 7ou heaitat et 

We gen •• -well , I'• Juet tb1nk1ng we generell7 
tr7 t o a tart it each par period. 

All right, do 1 t the next one. 

The lOth and 25th, 70u aee. 

All r1gbt, do it the next one. 'l'hat 'e all right. 

Yeah. 

Okq • 

• 
Regraded Unclassified



T: 

I!IIJr: 

T: 

I!IIJr: 

'1': 

I!IIJr: 

r: 

!OIJr: 

• 
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- 2 -

Tbat'll be the 26th of Deoe•ber or tbe lltb ot • • • • 

Do 1t the ll tb. 

11th, tine. 

All r1ght. 

Oltar, a1r. 

Oltar. 

I'll take cere of 1t. 

Tbanlt 1 0 1.1 . 

• 

... • 
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December 8, 1942 150 

S]:ORAJWII!.l FOil 'niB SECRETAH¥'1 S FILES 

Conference 1n Secretary Korgenthau•s Offi~o 
December 8, 1942 

11: ,0 A. M. 

Present: Secretary Morgenthau 
Mr. Curr1 e 
Kr . Charles Wilson 
llhs Kietler 

The conference was in progress wh en I entered. Mr . Currie and 
1.r . ,;nson had called to submi t to the Secretary the plan drafted by 
Lr.e Joint >l&.r Product i on Committee to permit the Treasury to exercise 
elos. r oontrol over Canada's U. S . dollar receipts than is possible 
\lllder the ,resen t procedure, under which other U. S. Government agenc1 -
are to submit to the Treasury tor review any larg e orders they con- ......, 
te:oplste placing in Canada. The al temative procedure being proposed 
is that control be exercised through the allocations of the finiebed 
!llun1 t1ons rather than through the placing or contraota. Specifically, 
it would consist in the Treasury watc11ing Canada 1 a U. S . dollar posi t1 on 
and •hen the hold in_. s had reuched the doe ired level to so inform 
)..r , •• nson who, with l.!r . Howe of Canada, would divert material bei~ 
delivered on u.s. Government contracts to British account and charg e 
t t. u t.;;a!nst Canada's gift to Britain. J.!r . Currie indicated that thi s 
• ould be relbt1Vely s i mple to do because a larg e proportion of materials 
being ?roduoed in Canada on U. s . Gove rnment contrac ts are of Bri t1sh 

specifications destined for British use . 

It was agreed that the ~rocedure set forth by the Secretar) at the 

11eet1116 1n hi s office on July 21 , 1942, had broken down. Since tbia 
1s so the Secretary said he Y. aa willing to try the new scheme . llr, 
Cur rie stated that he had diScussed the plan infonnally with !Jr . l'lhite 

and. that Mr . \'/hi te h ad been favorably impressed. 

I raised the point of the proposed plan preau~poa1ng some pre­
determined figure of adequate dollar hold1n&s of Canada, or al tornat1vel 
tr.~ acceptance or some criteria as a measure of that adequacy , and told 
the Seeretar) that such an exploration, not only with respect to Canada· 

but covering the entire problem of financial assistance to All1es, bad 
been suggested by Mr . White in a memorandum submitted to the Secretary 

on December 4, 1942 . 

The Secretary stated that Mr . Stettinius had called him to say 
thllt the Br1 t1eh gold and dollar holdin.;s wer e ge tt1ng so high he w aa 
afraid they would prejudice Con&ressional attitude toward the next 

Lend- Lease appropriation. 
• 

The Secretary asked Mr .. currie and Mr . Wilson to submit a 
memorWtdum to him setting f ath the proposal . Mr . Currie prom18ed to do 
ao . 

l'.r. l'iilaon and wr . Currie stayed on to discuaa informal l y the 

11 tuation or airplane production i n thi e country • 

T. ltl . Kiatler 
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~oeeber 8, 19~2 
12:0'] p.a. 

151 

Mr. 8eorets.ry , I Juet vante4 to aek JOU a quee­
t1on that I 1 4 forgotten th1a aorn1ng. 

x ... 
You reaember I epoke to JOU the other 417 about 
Barr7 Wood and th1a reoor4t 

on, 7ee. 

rrank Walker, the v1oe preeident of the RCA 
V1otOI'J Cospany •• , , 

Yean. 

•••• will be 4own here v1th Barr7 Wood and •••• 

Yeah. 

•• • • woul4 like to come 1n v1tb h1a. 

That ' 1 all right. 

An4 voul4 1t be poaa1ble for them to taka a 
pioture at that timet 

Sure, alll'e. 

All right, t1ne. 

Sure. 

'!'hank JOU, 

All r1ght • 

• 
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PRODUCTION OF COINS 

Present : ~lr . Bell 
llrs. Kloh 

• 

Dec•ber 8, 1942 
12:10 p.a. 

(/lemorandum dated December 5, 1942, addressed to 
Mr. Bell from Mr. Howard, banded to the Secretary, 
copy attached.)~~ 

152 

lR. BELL: If we get, tomorrow, a release of 
twelve tons of zinc and two hundred and twenty-three 
tons of copper, he thinks we can make fifty-six 
mi llion pennies by around the 22nd, and we deliver them 
each day and keep them going. 

H.M.JR: Do we need them? 

MR. BELL: I think it woul d be a help . Ye~, we 
need one- cent pieces, but if we don 't get them, we wi ll 
have to get by with what we bavt got. 

What we have got is some copper on band that we 
are using to manufacture tbe nickel . If we get the 
promise of this copper, we will go ahead and use the 
nickel copper for the penny, and then replace the nickel 
copper when this ia delivered. 

II .~.JR : I think the thing to do ia to cell up 
Nelson on the phone . I don't want to put it in writing. 

I l ike this f ellow Wilson, of G.E. He is the new 
chairman of this new Board - this committee on American 
business - so f rom now on they are going t o go ahead and 
do business, and we can bring it to their attention any 
time- too much or too little dollars . 

YR. BELL: I wonder if anything i s working over 
there. 

• 

•• • 
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H.M.JR: He said, "I had a hard time,• this, that, 
and the other - that everything you read about in the 
papers ie just the bunk . 

MR. BELL: Including the production of airplanes? 

H.M. JR: He aaya, "I am Chairman of the Board, 
but everybody under me is Army and Navy and I have to 
rely on them. " Well, we are feeding our people. Let 
me tell you what I told Nelson the week be went in . I 
told him, but he is again compromising - but it is the 
same thing - nothing clean- cut, nothing clear, just 
for the hope--

(The Secretary held a telephone conversation with 
Mr. Nelson, as follows:) 
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l!liJr: 

Operator& 

l!liJr: 

Donald 
Nellon: 

!IIIJr: 

ll: 

!IIIJr: 

N: 

!IIIJr: 

N: 

IIXJr: 

II: 

lDIJr: 

N: 

lDIJr: 

N: 

RKJr: 

Hello. 

llr. Nel1on. 

Hello. 

Bello . 

Don' 

Yea , alr. 

• 

Bow are yout 

Fine, thank you. 

Deceaber a, 19~2 
12:15 p.a. 
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Don, I didn't want to put tbie i n writing, 
beoauee it you thought after hearing it wae 
unwiee , we'd forget about it. But it we could 
get twelve tone or zino and 223 tone or oopper, 
wbJ, between now and the 2let or th1 e aonth we 
oould make !itty-e1x a1llion penn1ee and take 
care or the shortage - eoae or the shortage which 
exiete in penniee. 

Yee, I think we can do that. 

Now there ie a real lhortage, and it- it'• 
hurting all along the line, and i t 1 e an earache 
wbioh I'd like to reaove unleee you t ell ee •.•• 

llo, I think we oan do that. Will r ou repeat that 
again' 

Twelve ton• or zino • ••• 

x ... 
• • • • and 223 tone or copper. 

The oopper will be awtully hard thil aonth. 

Yeah, and .. .• 
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tiiiJr: 

N: 

155 
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We'll ••• what va oan do. !ba copper v111 be dam 
toUCh beoauae it'll - it'll oo•• risht out ot 
aiiiiiUni tion. 

Well, that'• juat vhf I didn't want to put it in 
vri~~ns. beoauae i t it1 e soing to ooae out ot 
emmunit1on I don ' t want 1t. 

Well, it- 1t1ll ha•e t o ooae d1reotl7 out ot 
emell arae ... un1t1on. 

IDIJr: Well, I'd t orget 1 t. I don 1 t vent • • •• 

N: . But there' e juet - nov ve .. 1 be able to - auppoe1ng 
ve oould do th1a, do J OU haYe to ha•a pure ooppert 

!!l!Jr: 

H: 

Jllo!Jr: 

N: 

Daniel 
Bell: 

N: 

B: 

II: 

B: 

HI 

8: 

Le t ae aek Bell. Ha ' e a1 tt1ng hera. 

It JOU oould - ve a1ght be able to get eoae eorap 
t or JOU, that oan1t be ueed d1reotl1 tor aaaunition 
v1thout ret1ning vb1oh ve oould - ve oould uea. 

Let ae ••. (tall!. a ae1de) Do J OU m1nd it - Bell' e 
sitting aoroee the deek. Let h111 talk to you. 

OkaJ. 

Hello. 

Hello, Dannr. 
Hello, Donal. d. 

I. • • • 

I think ve oan taka the aorap and put 1t 1n Ahape 
tor tha pennlea, but that'll take a little longer 
but I think ve oan taka eoae ot our nickel oopper -
t he copper ve ha•e tor the n1okal •••• 

x ••• 
• • • • and uee that tor the penn11 and then replace 1t 
v1th the eorap oopper that J OU d giYI ue ••• • 
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8: 

N: 

B: 
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8&7, Whf don' t I haYe eoaebo4J that knowe that 
whole e1tuat1on - knowe what eorap we'•• got 
and that we oan't d1reotl7 Ull tor aaaun1t1on 
get 1n touob wltb eoae ot 1~ur experte. 

Will 7ou do 1 t thie atternoont 

I'll do lt, Dannr. 

8ee ••· 

OltaJ. 

Thank e. 

N: I'll do that. 

9: All rlgbt. 

l!liJr I Thank J OU Yery liiUoD. 
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MR. BELL: We can't take it out of ammunition . 

II.M.JR: It is the funniest t hing. You tal.k to 
thi s fellow and it is always like this; he gives you 
the answers, but the things don't click. 

!~R . B: LL: Down the line, yea. 

~· -
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-­Ollt(t;TOit QC1 THC MINT 

TREASURY DEPARTMENT 

WASHINOTOH 

TOI Mr. D. W. Bell. 

l'ROII: llr. llowud. 

158 

Ro 70\U' pllono oalJ. abod o..,ht Tho D.rt c!a7 &nor 
,.. reool Te word ~bat n caJl got coppor aD4 d t>c , n can _,,_ 
rncturo 1,2,0,000 Ot>e-C«Dt pioooa. Within two or ~hreo 48Ta, 
production can bo stepped up to epprox1a&tal7 4,000,000 plecea 
dall7. Copper tor tho t1 n-.,.ut plooo and euboid11r7 oollle ..., 
bt u.oed u..tU copper la rooei Ted. I thlllk n baTe enough Zinc on 
band &114, it uot, I bel1eTe n oau pioll: up _. lu an •ergenCT, 
wlth w. P. B. '• approq]., ('%'1107 wwl.d han ~o oooperato on both 
.,.tala to a .. t the aohedlllo.) 

It we ware to get word to the llintl llonday to etort 
TutsdiQ', tbe 8th, and were to continuo produotlon through tho 
2ltt, t. total ot 14 daya , (oppro:d.aatelT 56 ,000,000 pieces), it 
would Hquire approx!Jiatel7 12 toni ot a ipg' eM 223 tre ot COp£.er. 
or tbia aount, approx:laatel7 40 tona or ooppor and 1 tone or zinc 
would r.atu 1D t he tol'll ot JlWIOhed-out atrlpa ( ollpe) . •• could 
tUber u ... tbio t o ake aoro oo1n1 or turn 1 t beck to the w.r 
etton. 

·. ' 
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I!IIJr: 

sumner 
lhllee: 

HNJr: 

W: 

IIIIJr: 

11: 

IIIIJr: 

v: 
Hl!Jr: 

\1: 

RKJr: 

If: 

RKJr: 

If: 

IIIIJr: 

If: 

HMJr: 

W: 

IIMJra 

W: 

• 

How are :rout 

Fine, t hanlte. 

Deo .. ber 4, 19-2 
3101 p.a. 

Sumner, on Tbureda:r night I ha•e a oomaand 
appearance troa a oroea the etreet- bello ••.• 

Wb:r, ( laugbe) :rou 11ean about dinner. 

Ieab. 

Well, I eee. 

Yeah. 

or oouree. 

I t ' • eort or or r-tbe-reoord •••• • 

or course. 

• • • • dinner with the Preeident. 

Wh)', eure, Henr:r. 

And I juet wanted - rather than write :rou I 
wanted to explain it peraonallJ. 

159 

Thank :rou ao auoh. I 'a onl)' aorr:r that I won 1 t 
ha•e the ohanoe or eee1n& :rou. 

Well , I aa too, and I - I 1a aure :rou111 under­
etand. 

Wh:r, or courae I do, Henr:r. 

All right. 

Thanlr.a t or oall1n&o 

Thank JOU. 

Goodbte. 

I 
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RNJr: 

Harold 
Graven: 

RNJr: 

G: 

IDIJr: 

0: 

RNJr: 

G: 

lll!Jr: 

G: 

G: 

HMJr: 

G: 

HliJr: 

G: 

RMJr: 

G: 

KMJr: 

G: 

160 

Harold. 

'Xee, a1r. 

Deoeeber a, 19~2 
5108 p. a . 

I'd like you to do eoaetb1ng tor ae tonight. 

'Xee, dr. 

I ' d llke a t el egraa to go to e•el'7 one ot your 
t orty-eight adainletretora •••• 

'Xee. 

•••• telling tbes that I ' d l ike to know- bau 
thea eend ae a telegraa 8aturda7 night •••• 

'Xee • 

••• • how many ot theee Chriatmae poatera have 
they aotually put up by Saturday nlght •••• 

Y ... 

•••• tbat ' e the twelttb. 

How aany by Sa turday night. 

Yeah. 

Yea, elr. We'll do l t. 

And to aake a epeolal ettort • ••• 

Yu. 
• ••• to get thea up ln prominent plaoea. 

All right, air, ve 1ll do it. 

And they ehould aend you a tele1ra• baok -
or report to you on the ni~t - aend you a 
telegraa on the ni ght ot the tveltth. 

B7 saturday night again, 7••· 

• 
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!OCJr: 

o: 

l!MJr: 

0: 

l!MJr : 

.>: 

l!MJr: 

O: 

I!MJr1 

G: 

I!MJr: 

G: 

I!MJr: 

O: 

llliJ r: 

O: 

!D!Jr: 

0: 

I!MJr: 

• 
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Yeah - how man:r they - theJ'"'e put up 1n each 
or the t ort:y-e1gla eta t ... 

Yee, e1r. Ae a matter or tact, I'• not sure 
that - that the - that the poetere ha't'e had a 
chance to get out. 

Whatt 

I ea:r I'm not eure that t he poeter e have :ret bad 
~ ohanoe to get out. 

Well, 1! they haven't t be:r' re not g~1ng to much -
do suob good tor Cbr1etmae. 

The lhip•ent wae begun on th11 poeter on t he 25th 
or HoY ember •••• 

W~ll . ... 

• ••• and wae Just completed Monda:y. 

Oka:y. Well , one we:r to f i nd out ie t o send a 
telegram •..• 

Yeah, well, we'll send ••.• 

•.•• out from here. 

Yeah, we ' ll eend •••• 

Tr:r to put the heat on JOU. 

Yee, e1r, we'll eend the wire. 

Wil l :you, pleaeet 

Yee, e1r. 

Mow anc ther thing • • • • 

Yea. 

Jus t hold the wire one •.• . . - I wieh tbat,:rou 
could t1nd out tor me - well , one t hing I d 
llke to get - 1noose ta~ ot thl e fellow Lemmon, 
the advertielng man? 
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RMJr: 

01 

• 

- J -

In. 

I wUil J OU1d go 'baolt a OO'UJ)le Jeare f or lle and 
llU wife. I 1 d lUe to know aore about llla . 

Ver1 good, dr. 
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!IICJr: I l1ke tile aan. I'd •••• 

o: 
KMJr: 

0: 

HMJr: 

0: 

RMJr: 

0: 

HMJr: 

O: 

!DIJr: 

G: 

!DIJr: 

O: 

RKJr: 

G: 

!DIJr: 

G: 

• 

I do too. 

•••• lUe to know aore about llla. 
• 

I'll find out right awa7. 

And alao eomething about - aoae more about Harold 
Thou e. 

All r igllt . 

You eee, with Ferdie leaving we'•• got to do 
eoaetlllng. 

That' e r1gbt. 

And attar we have that information on hand, then 
I want t o d t down and have a talk W1 th JOU. 

Fine. Well , I' ll get that r i ght awar. 

But I've got t o haYe eoaebod7 that'• here­
doing llaiaon on advertiein~···· 

Sure • 

•• •• be\ween SUllivan and JOU and Odegard and 
Buff ington, 70u eee' 

Yea. 

And .. . 

Iee • 

• . • . I don 1 t knott whether it will be 'l'hoaee or Leuon 

or aoaebod7 elae, but ve • ••. 

I ee • 
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RMJr: ..•• ,got to haYe eoaebodJ. 

o: Well, I 111 get the •• •• 

o: 

I mean eYerJ 4&7 there ' • 
mJ delk vh1oh bumpe into 
the Treaeurr. 

Su.re. 

eoaeth1nc oomee aoroee 
eome other part ot 

RMJr: I - t or instance, I 1 Ye etopped 11gning an7 more 
l~ttere to governor• or t o eohool t eaohere. 

G: 

I!MJr: 

0: 

I!MJr: 

0: 

HMJr: 

G: 

HMJr: 

G: 

I!MJr: 

G: 

HMJr: 

~: 

HMJr: 

G: 

.. 

(Laugba) Yeah. 

Beoauee we've Just go t t o haYt a meeting here 
beoauee I'm not going t o do i t . 

Yee, rea. 

Wa can't aak the eohool teaohere to do about 
ten d1tterent thinge. 

Yea. 

But r ou - you do the telegram tonight, Harold. 

I'll do it right awaJ. 

You eound verr peppJ. 

Iee, e1r, I ' l l. .•• 

Are JOU reeling all right ' 

You bet. Everrth1ng'• tine, tnenk 7ou. 

I eee JOU figured on the ealee prett7 good tb11 
Deoember. 

Well, theJ've got to be good, JOU know, to -
we'"• eet a pr e tt7 h1&h goal t or ouraelvee. 

Well, get th1e telegram out on th1e Chrietmae 
po eter •• •• 

Yee • 

.. .. 
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G: 

HMJr: 

0: 

·. 

• 
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•••• and I'd 11ke to b&Ye a oop7 ot it i n the 
aorn1ng. 

All rigbt, I'll aee thAt JOU baYe it. 

'l'hank JOU. 

You're welooae. Ooodb7e. 

164 
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HMJr: 

Man in 
Molntyre 1 

JIIIJrl 

Ill 

HMJr : 

II: 

HMJr: 

II: 

RMJr: 

M: 

RMJrt 

II: 

HMJr: 

II: 

!IMJr: 

M: 

RMJr: 

II: 

HMJr: 

• 

Yeah. 

Deoeaber S, 19~2 
5115 p. a . 
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You got a alnute t or a pereonal aattert 

Sure. 

Your l ittle party ot Tbureday night •••• 

Yeah. 

'!'be Bou had f orgotten that that vaa the n1gbt 
ot the - ot the dinner t or old Senator llorrh. 

He' d f orgotten vhatt 

He ' d forgotten, appar entlJ, thlt vaa the night 
ot the dinner t or old Senator llorrle. Re' e 
not going, aeet 

Yeah. 

But be'• very inaietent t hat he'• represented .• 

Yeah. 

I've wondered - what tiae ere you having dinnert 

Seven o 1 olook , I think. 

Ob huh. I vae wondering - thle ie at aeven­
thlrty. 

Yeah. 

I vae vonderlnc 1! 1 t would be all rlght Y1 tb 
you 1t I vent t o the dinner •••• 

Yeah • 

• • •• and ehoved up, and then oo~e r ight on out 
about eight-thirty. You won't be ready tor 
anything before then, you know, vlll yout 

Sure. 
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HNJr: 
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HMJr: 

M: 
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HuM 

It' a all r1ght w1 th ae. 

l1h huh. 

Sure. 

166 

I th1nk tha Bon would want me t o go t c. - ahow up 
at that dinner, J OU know. 

HMJr: I aee. Sure. 

14: 

lii!Jr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

IIMJr: 

M: 

fOIJr: 

M: 

IIMJr: 

M: 

IIMJr: 

M: 

That ' ll be f1ne, 1f it 1e not going to put J OU out. 

No , no, I'• just d1eappointed, but I - I think 
tlutt the old Senator Norrie - tlut t the Wh1 t e Bouae 
ahollld be repreeent ed. 

Well , I do t oo and Pa oen't go. 

Yeah. 

And •••• 

How •••• 

• . • • I thought if I 1il. juet go there - Joe Duffy 
eaid it I'll just lhow up • ••• 

Yeah • 

• ••• and be there when the7 a1t down at the table. 

Yeah. 

But I oan qll1etl7 alip out. 

Well , that'• all right. Nov I underetand, and I­
I think it 1 a • ••• 

Well , I don't believe I'll even bother the Boaa 
about it the.n, Henry. 

All right, we'll juat leave it like that. 

Okar. 

' .. 
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I'll 'be lookina - 701.1 1ll 'be there in plent7 
ot Uaa to baY& 701.1r aona7 taken awa7 troa 
701.1. 

167 

Ml (Laughe) I 1ll 'be there no later than a quarter 
ot nine at the Yer7 lateet. 

KMJr: (Laugh•) Olt&)'. 

H: I hope to make 1t qulolter, 

KMJr: All right. (Laugba) 

H: All right , HenJ'7. 

KMJr: I'a aorr:r 701.1- no , it ni laet t1a~- it waa ..•• 

(Reaalnder ot oon•ereeti on not recorded.) 
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WAR BONDS 

Re : North Carolina Speech 

!'"resent : J.!r. White 
Mr. Gaston 
Mr. Kuhn 
ltr. Gamble 
J.!r. !lager 
Mr. Odegard 
J.!rs . llorgenthau 
Mrs. JClotz 

De camber 8, 1942 
5:20 p.m. 

H.M. JR : I have a confession to make . Ther sar 
thnt confession is good for the soul. I heard Peter 
Odegard had an idea, so I told him to put it down and 
to talk to nobody. I didn' t want him contaminated. 
(Laughter) So, he has done one, too. 

168 

IJR. ODEGARD: And he has followed instructions. I 
have no carbons of this, Mr. Secre tary; thi s is verr rough. 

H.M.JR: All right , I tell rou what we wi l l do -
have rou fellows got one or two speeches? 

IIR. KUHN: VIe have one for ten minutes. 

H .~JR: Professor Odegard, bein~ a professor, we 
will give him the right of war. Would rou read yours 
firs t ? 

L!R. ODEGARD: I have not put into this, Mr . Secretarr, 
the preliminaries about Mr. Doughten, and so on, so you 
would have to add a sentence or two at the beginning. 

(Mr . Odegard read speech, copy a ttached.) 

(Mrs. Morgenthau entered the conference during 
the reading of t he speech. ) 

/ 
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H.V.JR: Well, let me say this, Peter, that I 
think the first part before you go into War Bonds is 
one of the fines t things - I mean, it ia very, very 
insPiring. I am t erribly sorry you (Mrs. Morgenthau) 
didn 't get i t. I think there was a little too much on 
'1/nr Bonds, but I can' t say too muoh about the beginning. 
I think the beginning is magnificent~ 

MR. !CUHII: '!hat is what you ought to say, 

II. U. JR: I think the beginning was sillply magnificent. 

liRS. IJORGENTHAU: I liked the end very much; I 
dido ' t hear the beginning. 

H.U.JR: I think the beginning was very inspir ing, 
and I liked the religious tone; and1 of course, that 
will go down in the - I mean, I don t know what the 
others have , and I hope they won' t misunderstand what 
I have done, but I received word that Odegard fel t 
inspired, so--

1ffi. ODEGARD: No , I didn ' t feel inspired. 

H.M. JR: Well, Gamble--

YR. ODEGARD: Gamble pushed me into it. 

H.Y.JR: I certainly think the beginning is-­

liR. KUHN: It is excellent, and I think there is 
a point about half way through that is a perfect con­
clusion tor the radio, and the rest of it that you have 
there is all r ight for North Carolina, where you talk 
about keeping faith wi th them. That is th~ point where 
you could finish on the radio, just about 1n ten 
minutes . 

MR. GASTON: I don't bel ieve I agree wi th that. 
I think the whole thought is fifty percent too long. 
It is a good fifteen -minute ape e oh. In other words, it 
should be cut to ten minut~s . I think the whole thought 

• 
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can be cut to ten minutes - compressed into ten minutes 
Then I think you will have an excellent apeeoh. ' 

Jl .JA. JR: 1f.aybe this isn't fair , and so forth, and 
so on, but will someone read- -

!.IR, MAGER: I think Peter odegard ouP.ht t o read 
it. Any.thing that I might say now would oe an anti­
climax, a terrible anti- climax. 

!JR. ODEGARD: Mr. Secretary, I think you ought 
to - if it hasn't been r ead, you ought to hear it. 
I would like to hear it. 

H.M. JR: Would one of you read it ? 

MR. MAGER: I will read it if you want me to. 

H.M.JR: No, I have done something which i s in a 
sense unfair. 

MR. MAGER: 
of course. 

I t attempts to do a different t hing, 

H.~.JR : But this is the result of last night 's 
conference. I ke:pt Peter away f rom them and asked hin 
to do somethin~ different, Which is unfair to you, maybe, 
but fair to l.forgenthau . If you {llrs. llorgenthau) want 
to stay long enough to hear this--

liRS. MORGElml!U: Yes, I will. 
~ 

MR. J,I.AGER: I am ready to sacri.fice, J.!r . Secretary. 

{Mr. Mager read draft number two, copy attached.) 

H.W.JR: I think that that i s very good, too. 

Now, what I would like to suggest i s this - then 
we will talk some more . I think, Herbert, you ought 
to get Kuhn and Mager and Odegard toeether the very_ 
firs t thing tomorrow morning, and as my mana~ng ed1tor 
see whether you can't meld the speeches, takfng the 
part Odegard did on England, you see . I think that was 

.. 
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good. Then, the; have both done something on war 
bonds - take the best of the two. I like wha t Mager 
had, the part on manageme.nt- labor, 

171 

J.!R. GASTON: Ye s, management- labor relations as a 
forecast of the future, that is good. 

li .M. JR: That should definitely be in there. I 
think an audience, not knowin~ the difference between 
War Bonds and Victory Fund, m1ght be a little bit con­
fused. 

MR. ODEGARD: Mr. Secretary, if I might say so, 
I ~ould rather strongly advise against the long dis­
cussion of the Victory Fund Committees, because this 
i s a War Bond meeting. It is not a Victory Fund 
meeting. 

H.J.!.JR: 'lhat is right, but we have t o say something 
about the nine bil lion. 

MR. ODEGARD: Yes, I t r ied to cover it by referring 
to the financing. 

MR. KUHN: I think Peter did it very well, and it 
was difficult to do. He made it just the right length. 

H.M. JR: But, I think - I shouldn't think, Herbert, 
it would be too difficult to take those two and celd 
them and get something pretty good. 

UR. GASTON: No, it won't be diff i cult. 

H.Y. JR: Did you want to say something? 

MRS. J.!ORGENThAU: No , I haven't heard all of the 
other, 

II.M.JR: I am going to talk 11 vthile . Do you want 
to stay? 

MRS. lo!ORGEN'IHAU: No, I will go since your father 
is at the house , 

(Mrs. Yorgenthau left the conference.) 
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H.M.JR: I think this - we control thst program, 
don ' t we? 

.m. ODEGARD: Yes . 

H.M.JR: It is our program, ao if I want to go 
fifte en minutes an~ Mr . Doughton wenta t o go three, 
it is a.Ll right. 

MR. ODEGARD: Yes, I thin.k ao. Fifteen minutes 
is a long time on the air. 

n.M. JR: Well, I don 't know - it ia eighteen 
hundred words. 

MR. GASTON: I would ra ther take ten minutes if 
I were doing it, I think the apeecb can be put into 
ten minutes very nicely. 

H.M. JR: The only thing is that I talked with 
Doughton, and Doughton was very insistent the t I give 
them a long speech. 
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~R . OUEGARD: Well, that is all right, Mr. Secretary, 
i t doesn 't make any difference. 

H.W. JR: I don't want to gi ve a long speech . I 
never want to apeak more then eighteen hundred ~ords 
on the ai r. After a:U..the Governor of ll0 r th Carolina can 
do it. 

WR. ODEGARD: I want to say thi s, that I coul d have 
cut thia, but--

(Mr. Gamble entered the conference .) 

H.M.JR: Ted, as long as we are doing tb~s t~ing, 
ao you get it, how meny minutes did you have 1n m1nd 
that I would go on the air? 

IIR. GAN.BLE: Fran ten to twelve • 

• 
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H .~.JR : And how many f or Daughton? 

MH. GAMBLE: Frcim three to f ive. 
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H.M.JR: And limit the speaking to fift een minutes? 

MH. GAMBLE: To fifteen minutes , yes, sir. 

H.M.JR: White, do you went to say something? 

l!R . VIHTE: No, I don't get quite the aame reac-
tions as, apparently, the otnera do from the speech. I 
gather that he wrote that today, and I certainly would 
have been proud t o have writt en the speech, rarticularly 
in one day, but I confess I waa bored l isten ng - ex­
cept the last part . Tne first part, aa an individual, 
I don't - I mean, I don ' t quite see the relevance of 
this discussion of the English people in a speech of 
that kind. It doesn ' t seem to belong ~ith the lat ter 
part. A little bit borders on sentimentality - some 
of the parte; I liked some of the phrases, certainly, 
and I liked some of the sentences; and I would have 
been very, very proud to heve been able to write that 
in much longer than one day. But I do not know bow 
good a judge I am . I think, in a case of that kind, 
it is much wiser to take a larger number, because i t is 
a question of personal reaction. 

MR. ODEGARD: Rarrf, one thing on this program, 
that I think might help to explain that Engl1sh approach, 
tbi! program, you know,· ia ca!!ed "Over H~re, • and after 
it 18 broadcast here, it is recorded and 1s rebroadcast 
to the men overseas . 

IIR. V.l!ITE: I see . 

MR. KUHN : Of course, Doughton in his introduction, 
can make clear that you have recentiy come back from a 
trip to England, and that you want to share some of Y?ur 
impressions with the peopl e at home, and he can l ead ~nto 

that perfectly well, because we are wri t ing Doughten s 
introduction . 
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H.lo!.JR: V:ell , quite frankly, I haven't done any­
thing like it; I like the religious and sentimental 
tone of Odegard 's. You did one for me once a long time 
ar,o, on the pioneers of Ohio - the spirit of pioneers, 
didn ' t you? 

MR. ODEGARD: Oregon. 

H .~ .JR: I thought it was Ohio. 

WR. KUHN: I don't think you have said anything 
publicly since you got back from England about your tr ip, 
and I think that it is a great opportunity to get this 
over. 

H.lo!.JR: I know my audi ence there. Certainly, for 
North Carolina, the religious, sentimental tone is the 
r i6ht tone to strike. 

MR. WHITE: It was a good sentenoe - the Biblical 
reference - it was a good sentence. 

H.M.JR: Well , anyway, it struck a warm spot. 

UR. Yli ITE: I t hink that i-s the teat. 

H.M. JR: With me, it struck the warm spot up to the 
t ime be went into the ~ar Bonds. 

MR . ' HITE: Well, with me, I ~ould never have gotten 
that far if I bad been listening on the radio, because 
I would have turned it off . But I thought the part about 

the War Bonds - t here were several paragraphs. th~t were 
good - but again I say, I think the teat on thl & lB bow 
it bits most of the hearers . It is not a quest1on of . 
analysis ; it is a question of what one's personal reachon 
is . 

MR. ODEGARD: We osn gat some fairly expert jud~ent 
on what would happen to our audience. 

... • 
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MR. ~HITE: As Herbert says, you will gain by 
probably shortening that . 

MR. ODEGARD: Yes, thet•e is no question about that . 

H.I! . JR: Look, I ha?S got an impoaaible day-­

Herbert, you couldn' t get your supper and do sane-
thing tonight? How are you feeling? 

MR . GASTON: I am feeling all right. I am feeling 
fi:l e . 

h.U.JR: Because I am free up to eleven o'clock 
t~norrow, and then I just go into an impossible day. 

~R. GASTON : Sure.· Rave you any social engagements 
tonight? 

H.M.JR: No, I haven't any. Couldn't you have 
your supper and--

MR. GAS~ : Yes. 

H.M. JR: Have you (Odegard) any social engagements? 

MR. ODEGARD: None that I can't get out of . 

IIR. MAGER: No. 

IIR. KUHN: I have one, but I think I can certainly 
get out of i t for part of the time . 

H.M. JR: I am free, I mean, let's put . it - I 
start in from ten to elevep tomorrow ana glve you 
fall ows an hour . 

MR. GASTON: Ten o'clock tomorrow morning. 

can 

MR. ODEGARD: I have a suggestion to make. 

H.U.JR: But tben I go into an impossible aay . 

• • 
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MR. ODEGARD: Herbert won't like this, but~ 
suggestion would be tha t Herbert take these tv.o manu­
scripts and cut them, coal esce them, so far as he can 
toni~ht at home. I t hink you could do it more effec~ 
tively without us being t here , 

MR. GASTON: Well, I could do that, and then we 
could get them together at nine o'clock and see if 
there are any suggestions to be made, and get a new 
draf t by ten. 
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~R. KUHN: There is one point, Yr. Secretary, that 
f igured so ~rominentlf last night. How far do you want 
to go in th1s radio talk in soft-soaping Daughton? It 
is ~oing to be somethingstraneous to your subject matter, 
and I don 't think that it ought to be too long end too 
fullaome. 

MR. GASTON : Tbat can be nandled without soft soap; 
that ie , if Lux is sponsoring it, we can work it in on 
the announcer. (Leugnter) 

MR. KUHN: I like it better without . 

H.M. JR: I forget what we did for Cliff Woodrum; 
we didn 't do an awful lot , but it ~as plen ty. It was 
only twenty-five or fifty ~ords . 

MR. ODEGARD: We can do somethi ng with the announcer 
on the program. He can say something about Dougbton. 

H. 'A . JR: He wi ll want to bear i t f r om me - twenty­
five or fifty words. 

MR. GASTON : Vie can get that in in one sentence. 

H.M. JR: If I am going to fo ten minutes, , that is 
twelve hundred words and certa nly I oan do f1fty words 
for Mr. Doughton without choking. (Laughter) 
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MR. GASTON: All that Doughton •ante to hear ia that 
ne is going to •ri te the tax bill, and if we say ,that 
in spite of ail that the venerable and distinguished 
Mr . Doughton can do in the tax field, we still have this 
problem of borrowing - that wil l take oare of Doughton. 
(Laughter) 

WR. KUHN: Harry had a better one yesterday. 

II.R. iBITE: No, I tnink you could aay aomatning a '-•. 
little more than tlla t, without making anything quite aa 
erroneous aa that statement, because be ia agains t that. 

YR. GASTON : Which part? 

YR. V,BITE: The one that ia in there . I think you 
could say something about the fact that you feel at home 
in the communi t y - in the same hall , with a man Nh om 
you regard as one of the greatest authorities on taxes 
in the country, and a man who has spent mora tUne -
something like that . 

MR. GASTJN: I understand this is not his home -
not evan i n his di strict. 

H.U.JR: He picked it. This ia m3 thought; I think 
you can aay, "I am 6lad to be hera in the cQnaun~ty of 
my old f r iend" - this is the President of the Un1 ted 
States- "'my old friend' Robert Doughton, ,and !.want to 
aay hera, to the people in this roan, to h1a audience, 
who are all his friends, that there ia not a harder­
working man on the Hill thaJ_~ Robert Do~gbton . he works . 
from six in the morning unt1l six at n1ght , and whenever 
I was in trouble or in doubt, I coul d a1~ays call on 
him to assist me in the difficult taak I bad to perform 
as Secretary of the Treasury" - period: 

MR. WHITE: Something like tbat. 

H.M. JR: That will sati sfy him. 
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MR. GASTON: We will go ae far ae our conscience 
wi 11 permit. 

H.M.JR: Her bert, ia thie being unfair to Herbert 
Gaston? 

IIR. GAS 'roN : No, t.hie ie fin e; I will take this 
bane and mangle it, and tben--

H.U. JR: Than, i f you see me at ten - I can give 
you fran ten to el even - then I go into all these other 
fruitless meetings . I thi.nk you had better do it. 

MR. ~HITE: First you mangle it and then you iron 
it . Those are the processes. 

H.!.!.JR: You know, thie t r ip to England bas made 
quite a difference in Harry. Before Harry went to 
England, he would have said, "The speech bores me. " 
But now, since he has bean t o England, he says, "I 
couldn 't have done half as well i n the same time, but 
the speech bores me . " (Laught er) 

YR. ~RITE : I don ' t know- both things were very 
true. (Laught er) 

H.Y.JR: He has got thia touch of l€ontegue Nonnan , 
(Laughter) 

MR. WHITE: Oh, Gawd! 

IIR. GAMBLE: Have you .heard about the fellow tha t 
doesn't like music? ~ould you like to hear i t? 

H.M.JR: Yea. 

MR. GAM BLE: It t akes about a minute end a half. 

This fellow had applied for a job and Toscanin~ 
gave him a job. He had been out of work for e~e t~e. 
On the. first night they rehearsed - be w~s a v~olinut -
Tosoanini happened to look over at the f1rst v1o1in 
section and the man had a terrible ecowl on his face , 

.... • 
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playing the violin. Toscanini looked over several times 
end the man always had the aame scowl on his face. 

Toacanini walked around to him when it was over and 
said, ''My good man, aren't you happy?" 

The man said, ~aestro, all my life I have dreamed 
of the day when I might play for the great Toscanini. I 
am very happ)'. • 

Then Toscenini said, "Aren't the boys in the orches­
tra treating you ri~t?" And he replied, "They are 
treating me like a 6rother . " 

·"Don't ~ou feel well?" Toscenini sake d. "I never 
felt better, was the replr,. ~ell, what is the mat t er 
with you?" Tbe man said, 'I just don't like music. " 
(Laughter) 

I don 't think Mr. ~hite likes spssches. (Laughter ) 
This is much better than I have beard Mr. Wallace or 
Mr . McNutt or anybody else deal with for some tim.e. 

MR. GASTON: You don ' t know how pat that is to a 
newspapermen; there is nothing be hates to do worse 
than to write. 

H.~.JR: Well, I think we will adjourn, end we will 
meet again at ten o'clock tomorrow. I appreciate the 
tiMe and effort ever)'boay has put into it. I tbink that 
by ten tomorrow we ought to have something pratt)' good . 
!a we go along Gamble and Peter, I want to know wnat the 
rest of those forty-five minutes are going to be, and 
I don't want to hear that just beceuse the girl gcta 
twelve hundred that she is an "artiste." I want a per­
formance. (Laughter) 

MR. ODEGARD: She sings for us for nothing. 

H.~I.JR: I know. 

MR. ODEGARD: Herr)' says t hat she get a wba t she is 
worth - to us . (Laughter) 
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~R. GAMBLE : Tbef do a good job, Ronald Coleman 
in troducea them , 

H.M. JR: Durante ia off? 

~R. ODEGARD: Yes. 

H.M. JR: I want to know what else. 

MR. ODEGARD: Igor Gorin is on . 

H.M.JR: I want to know What the music is going to 
be for the fi r st seven minutes. 

WR. GAWBLE: I mi ght leave this one thought for 
J.!r . Gaston, that fOU might want t o do something about, 
in paying respects to Doughton - ·you can elaborate on 
tnat at the close of your speech, if you want to, when 
you are off the air. 

H.M.JR: Let me t ell you something - I get all 
worked up when I do these things. I can't work myself 
up to a pitch in whatever it is - ten or h elve minutes -
and go off t he air and say, "Now I am going to--" It 
is not much of a compliment to Daughton to make a compli­
ment there whi ch I am not willing to say on the air. 

laiR. MHTE: No. 

H.M. JR: I think we had better do it, and tben if 
they want more speeches, I figure the Governor of North 
Carolina can tell the story on the Governor of South Caro­
lina . You have got plenty of professional speakers there. 

Doughton is all right . You saw bim again today? 

MR. GAMBLE: I talked to bim. 

H.M.JR: Who i a doing his speech? 

MR. GAMBLE : lair . Kuhn. 

MR. KUHN : I couldn' t do it until now. I am going 
to do Daughton's tribute to the Secretary, now. 

H .14. JR: O.K. 

• 

.. .. • 
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tiler "" oa Go4 '• aU.. !Ida la Mt •n I'Mtorle. ,_ 

th•T kulr tha~ Go4 1a J-t, tal that lla J•t111 • rt 

al"P torn ... 

In a "''17 rMl ~euo lt taa llo aai4 that tilt JacliM 
' 

people han ha4 a n111rth. ftllr haw ha4 a aplritul -a.-
1111 that not oDlT gina thea..,,.,., unraaoo of dot t'l7, 1111t 

tUllllko pouilllt a better f'lltva 1lhta the wv 1a wu. ! 

tuture 1.n whloh ponrtr ..a oppn11ioa, fur ..a lueoarltr 

wlll 110 l OIICtr ~ n&&Pdtcl u luedtall~ llut u 41atull te 

bt cured &D! buiahtcl troa their llna. ! htur. iDnre4 b7 

a l attlJI& poaoo butcl oa bta4011 .a J•tloe tor all - ul 

all ll&tiou. 

I aur algu ot thla nblrth aot al.ou·--c till o1Y111aa 

poplllat loa, tnat wo .._ tM an.a torooa. I toaa 1a the 

!Deliah aolAhra &114 aallon with &.. I talW •~ nz:Aie 

azul a uw naolAtl•• tbe7 ... ut e...-oeatU..t, bat tMT 

are IUJ'I, at their Mharlor 1A !bit& ua !ala I matrat .. , 

that there will ~ ao t1U'Il1JI& 11ao1t a t ll the lui tpaab ul 

their allltl ...... t...,.a fiullT ua tonwr. 
• 

What I ·haw aa14 of the Jll&llah h alto t~ of the 

JMri.-u aolAlera &Ill allort I •• la Jl&lul. It wn14 

bt har4 to ,.t J.ato wrl#tM -uou., t~alt at tM 

•1&1* ot Uaeat 'boJI • tr1.-lT torolp aoll. ftat • an 
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proud ot th• goea without wa,lAc. ~aloalq tit, up-

right an4 clear e,.a, oourteoua &D4 oona1derate ot other, 

they are 1n en17 eenat of the word Jlaillif1oent oruaadera tor 

democracy and all that de1110oraoy 111ean1. .U ubauadora of 

good will~ they han no equala Iince they are 11T1ng reprlllll­

tatlvea ot enrythlng th1a countl")' haa been, b an4 hope• 

to be. Make no m.btake a bout 1t. They are not aott or 

apoiled. On Bataan, wake Ia1a 114, CN&dalcanal, 1n North 

Africa and Chi~, at ll1dwa, lll4 in the Coral Se.a, tht7, han 

proved themaelvea fighting men ot the tineat quality, tough, 

well-diacipl1ned and aelt-rel1ant. It •• •over here" are to 

be worthy of tho, we have a high ark i nd11d at which to 

aim. 

Since fliT retUl'll I &II more thaD ever convinced that w 

"over hare" will prove worthT ot them. On the production 

linea , in ldnu IDd tielda and tactoriu w art giylng an 

increaaincly good account ot oureel n a. But there 11 anot.har 

u peot ot thil war on tha hOJM front that I want upecially 

to e111phaelae tonight. 1nd that 11 the anner 1n which tbe 

American people a r e aeet i ng the t inano1al obligationa. which 

t8tal war entail• - obligationa which are unprecedente~ in 

the hbtory ot · t hl a or an,r other oount17 • 

.. > 
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Durilli the 110nth o! loT•ber 'ftl' exp.nditul'la roee to 

1ix billion dollar• and ~t rate will alaoat certalnlr be 

exceeded during the comllli rear. ID!ob o! tbla 110n17 will 

co~• !rom taxea proTided !or in the roTenue acta upcn wbiob 

Chairman Dougbton and bia colleague• in the Congreea baTt 

labored 10 lolli and faitb!ull7. We aball almott certainlT 

ban to inorea11 tbe11 tax11 in tbt 110ntba lhead. Bllt 

wb&Unr billi on• Alllr1cana pq i.n tax11 will ban to be 

1upplementtd b7 ~thor billion• which tb17 will bt aaktd to 

lend. I ban full confidence tbet thl7 will respond to 

tho•• appeal• in the tame epirit that our fighting men &Dd 

their gallant allies respond to the call of battle. lh7 
am I confident? Let me tell r ou. 

On the first of December the 'l'reaaurr launched a prcgra 

to borrow nine bil lion dollara, wbiob with reTenue fraa 

taxu, will car1'7 ue through until Pebl'U&J'1. Nearl7 halt 

ot tbia va1t eum, onr 4 billion dollar a, waa railed during 

the t lrat w11k of Deoaber. I lUI hapP7 to announce that aa 

ot toda,, thia tot~ hal reached 

Credit for thil record must go to tene of thouaandl o! 

willing volunteer• throughout the nati~n who have giTen 

their tl1111 and energr to 1111 tlie11 bond• and to the llillione 

ot Jaerlcana who baTt enllated their money in the eervlce 

.. ' 
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o! their countr,. 

But e~oial dr1 VII o! t hb kind ·"Clo not begin to tell t he 

atory of t he !inano1al aob111&at1on of the .._r1oan people. 

When the Detenae Savi~~ga prograa wu atarhd on 1111 1, lv.J. , 

we ut u our goal the aale of about $900,000, 000 worth of 

dthnat bond• a 1110nth aDd up to Dectllbtr of that ,..,., we 

wert moving along at about that rate. fh• attack on ~arl 

Harbor and our direct 1n'f01T-nt 1n t he war act a ahook 

and a thrill through the countr,. !here wu a quickening end 

an upaurge of f 1ghtine epirit among the people. Nowhere waa 

t hla ll!Dre vh1dl;r reflected then 1n the incre• aed purcheat 

of O.fenee, or aa t he;r are now called War Savl~~ga Bonde. 

In Doceaber aalea a ounttd t o over 500 billion dollara ani 

ln Januarr the;r went over the billion dollar .U. Prior to 

RliU'l Harbor, the nOl'llll output of the Bur11u of Printing & 

Engraving bad been 200, 000 bow a dq. Within t.O wt1b 

ot that lt~e attack, .the Bureau •• turning out 800, 000 a 

ell¥, and tht dei:WI4 etill outran the auppl;r 11bi oh ball to be 

ahpptd up to a lllillion bond• ever;r dq. Since Janua17 n11r}T 

nine billion dollar• worth of War Bonde bin been purcbatt4. 

RtlDtmber, too, that the11 bond• htn 110\ been purobaat4 b7 

bankt nor in the .. in b7 wealth7 i ndividual• and oor poretiont. 

ThtT hne b"n purchued b;y mllllona of working 11111 and wo111t11 . 

A ;rear ago i t would htvt N.-4 fantattic to t hink of 
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50 alllion people aa o-.ra ot u. S. COYtrDMnt bolllla. Yet 

that 11 t4• n1111ber who toaq han boQ£ht all4 &1'1 bu;rlDc 1fa1' 

Saving• Boudl. Think ot what it IIMIII to our 11cht1Dc Mil, 

women and children •onr hut~ &1'1 golnc without oolllf.ol'ta 

and 1n many oe••• even what tht7 have regarded 11 neceaaititl 

to provide them with tht tool• ot war. upon whioh tb.il' aate~ 

and I UCOIII dtpiMo 

Thlmk ot what thil •m• tor the tutun ot our oountl'Tf 

50 allllon people aa ahal'aholdera 1n their conrDMnt. 

Shanholdera DOt onlT in a .. ntlMiltel. but in a real and 

tangible llntt aa well. Think ot what it mema tor tht 

future when th••• billione now blinc una are availabll 

tor the puroht.at ot the goode all4 lll'violl Clloh .Aaerioa 

induatl'T will be preputd to provide -.hen the• ar 11 won. 

Inn .,r, lignltioct than th .. e thine• 11 the tact 
that hare and DOW - toaq - hue ot milllone ot working Mn 

and WOllin have placed the purohaae o! War Sarlnc• Boudl 

tlrat on their !1.11117 bllllieh. The7 have clo111 t bh b7 

enrollinc 1n p&Tl'oll u dnga plma ader Clioh regular]J' 

every ~ tht7 eet aaidt a percentage ot their earnlqra 

for thh purpo11. Th1nlc ot what it .uat M&n to our aoldiera 

and aailora in the tar corner• ot thee arth to know that 

the,. millione ot .a.ricana onr here a re giving t hil tangible 

proot that winning the ar 11 it• n1111ber one on their lilt 

.. . 
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ot thi ng• to be do~~e. !hlnlc too ot 11bat it will MAD to 

thue lllllione at holM when thla dark n.liht ot war 1a x-11-a 
and our eona retUl'n to u egalD • to be a ble to • ., that we 

have kept faith with tha. 

The ato17 ot t hia p&7J'Oll nving1 progr• 11 a IUcOell 

etor7 ot the tirat ~itude. J&ore thAD that it b the e to17 

of our progrell lD x-triotim and dnotioll t o 0111' count17 1Jl 

ih tilM at tri&l. and travail. Le11 thAD a Je&r ago t he 

P1¥roll Saving• PlAD n1 AD uperlunt. It _, an experiMnt 

tilled wi th lmm1111e d1tt1cultie•• It inTOlTed the volunt&1'7 

cooperation of labor and .nagaant with goverD~Mnt in in• 

atalllng the aohiner7 tor ar-t•atlo aninge in pereuadlDg 

worker• to eien authorization oarde, in leauiJli registered 

bolide and in k11p the record of eaoh traneaotlon. roa., not 

all but 1101t of tboae dlttlo~t1 .. heft b11n IUl'IIOunhd• 

Labor ' ana MM~-t worklnc together on thea han dl•&,nJ>M 

!- new eanee of partnerahip whbh hu belll reflected not onl7 
: s 

i:n increutd ealee ot war boaU b ut allo in better UDder-

atandlJIC and 1noreale4 efflcieno7 on the produotl1n line. 

Lat 1M then eketoh brlet}T thb ator7 of pertnerahlp and 

progrello 

In O.ombu a 7ear .ago t total of approx1Mtel7 

700,000 worker• were partlolx-tlng in p.,roll eaTlnga 

••• 

• 
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planl in 10111 9,000 11t&blllhMDh. Tbe7 woro innstlnc 

about ' peroont ot their pq in War Suiqa Bolllla or a total 

of 5 million dollar• a aonth. Slnoo th&t t1110 tho nu.bor 

of pa,yroll aavinga vl.anl in operation h&a lnorea11d tro11 

9,000 to 160,000 and tho nUIIbor ot worker• participating 

in theu plana baa lnoreued troll 700,000 to over 25,000,000. 

From an anrage ot ' percent ot their pq 1110untlng to 6 

million dollar• a month, th11o workel'l ban lncreaaed their 

rat e ot pa,yroll uTinga to neerlT 9 percent ot their pq 

amounting to nearl7 $400,000,000 a 110nth. 

I cite thb &I & IUCOIII a to1'7, although tho ato1'7 h 

b7 no 111ana tlnhhed. Within the next few month• we hope to 

enl iat an average ot at leaet lO,C of the pAT of not loaa 

than 30, 000, 000 11111 and WOllin with 110nthl7 auiDCI 111ountiDg 

to $450, 000, 000. I aa confident that .. ah&ll r each and 

aurpaaa that goal - u we ..ut before thh w.r h won. EnD 

then the Job will uot be dono - tor tho dem&Ddt of war will 

continuo to riao and our eaTi.nge ~~~~~at rill with th1111. "' 

lhall have to on lilt lid' 1 otfootinl7 than we han tM 

eavinga ot thoae other milliona not on p&Trolla - farmera, 

profeaaional people, and the aelt-oaplofl4• 

Lot 111 ompba•i•• the tact that WI oivll lant over hero 

can •how our 1ppreoiatioa and gratitude to our bo71 over 

.. ' ... 
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there only u w aaori!lot our oa ocnlforta tor their nMb• 

and even ao'lll of oUl' ntecle tor thlll' oOIIfort. I haq 

eaid aey t1m11 that thla 11 not a token war nor can 1t be 

won by token pledgea of aupport. 

'It are here tonight to •11'4 Trtaaury T Flaga to the 

fll'U in Borth Carol1Da 

1n recognition of the fiDe Job tht7 han aone. 'l'htat flag• 

are aarded to t ho11 conceru i n -.hioh at leut OO.C of the 

M D and wo1111n employed are 11tt1ng adele a ainima of lO,C ot 

t heir groU•N for the purchue of War SadQ£t Bonda. In 

other ci tiu tonight aWlar awarda ar' b•tng made. To 

them and to you htl'l 1n !forth Carolina u4 to the ml.lllou 

ot othora who haq joiud thil aulnc'• oruaacle, I otter 

TIJ1 heartioat oozagratulatlonl and froa the bottoa ot .., 

heart I want to aq thanlc: 7ou. 

lhen the nna of what •• 11'1 clo iD& onr bert reaehea our , 

aoldltra &D4 aallora oqr th.re, let '• Mkt lt good n ..... 

Let 11 lll&lct 1t the lt1D4 ot n.,. th4t will ahow that no are 

with th .. all the wq. I know th.at the bundreda ot thouada 

ot war boD4 workere in eve17 etate &Del in enry t0111 u4 

county will aak for 110 better rtwar4 for the Jllillltioent 

work they are cloiD& thu the aatbhction that ooaea fro• a 

job well clone . 

., 0 

• 
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I am happy at the opportunity ot addressing the 

nation t rom the City ot Wineton-Salea. It ie not otten 

that natioowide broadcaata or iginate in one ot our aaaller 

cities. Yet it ie here that the Tital, throbbing heart 

ot America ie t o be tound. 

I am happy to speak troa Winaton-Sal .. tor another 

reason. This ie the home ot one ot imerioa•a dietinguiehed 

legialatore -- _, friend Robert Doughten, Chairman o! the 

House Ways and lleana Co•ittee. Congreuu.n Doughtc.n 

underatande well the necessity tor inoraaaad tax reTenuee 

in the dangeroue tl.Ms through which we are liTing. !a 

long ae we haTe men in Congress like Robert Doughton we 

need not tremble in tear ot taxation by i.Clation -- the 

moat arbitrary, unfair, and inequitable taxation we could 

pouibly han. 

• .. 
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It I nre ulced to boil don illto 0118 bl'iet aenteDCa 

the difterenoe between our aethoda of nr tiuncing •over 

here• and our enemiee' uthoda •over there, • I would aq: 

We have placed our fai th "tor suninl in the voluntal'f 

action of a tree, enlighteDed, and democratic people ; the 

enellliea, on the other hand, have placed their hope tol' 

aurvinl i n the abilit1 to cajole, then to brow-beat, and 

then to adminhter the whip-laah to t·he unfortunate 

peoples who fall under their oruel oharge. 

I wieh it were poaaible to conve1 to 10u the apirit 

"over hera.• I receive l ettera troa t houaanda of people 

evel'1 year in all walka of lite and in all parte of the 

countl'1 - - troa workers in the field and workers at the 

forge , fl'oa big bueineaaaen in t he l arge oitiea and asall 

busineaaaen in the towna, troa !a~l'l and pro!eaeionala, 
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from .lmericana by birth am .berioant b7 adoption. 

Some of theae letters are written in the KiQg'a Engliah 

and others in the broken, untutored aorawl of the unlet tered. 

While maqy of these .letters bear soas ooaplaint or grieTance 

aome legitillate, I oonfeaa - - the OTerwhelaing aajoritT 

are keyed to a different pitoh entire!T. The writers want 

to know what aore they can do to aid the governaent in the 

prosecut ion of the war. If they are poor, the1 apologize 

for not being able to buy 110re War Bonde than the7 are 

billing or to pay more taxes than t heJ are pqing. If 

they are r ioh, the7 want to know whether there isn't eo• 

contr ibution the1 can make in addition to investing large 

aums in War Bonds and paying ateep taxea. This ia the 

spirit of free men to whom wartime aaorifice ia not 

a burden but a pr1T1lege . 
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'· 
In thh oo..wtitJ aDil in en1"7 oo-altJ the tint 

1ear o! war has brought airaolea in eoae tield ot patriotic 

ef!ort. .lnd not the leut ot the11 h the War Bond caapaip 

which bring• ue together tonight. 

Take, tor eUllple, the pe;rroll aninge progra in 

which you in Korth Carolina haTe .. de euoh an eariable 

record. You will not tind it in the headlines, rou do 

not get medals tor rour part in it, rou get nothing but 

a little blue and white !lag &I a ayabol ot achieTe~nt. 

Yet in llorth Carolina nerr big ooap&DJ now ha• a pepoll 

B&Tingl plan, and ~ percent ot all the workers in thoee 

coap&Diee are iareeting in War Bondi •••k in and week out. 

We oan better appreciate the trul7 .. gni!ioent 

aohieTeaent ot thi• de.ooratic, Toluntarr prograa b7 

•xaaining what hae been aocoaplhhecl during the put rear. 
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Ju•t a Je&r ago there were onlf 700,000 worbra in the 

entire OOUilt!'Y Oil the pi)'J'Oll laTiDga plu, Ud tha U 

workers were iDTeating onlJ 4 percent of their paJ in 

bonda. TodaJ, 24 aillion workers are aettiug aside u 

anrage of eight and ou-half percent of their pq t'ftPJ 

PIJ' dq. .lDd aoon we haTe reaaon to be lien 30 llillion 

workers will be inTeating at least 10 percent of their 

paJ in War Bolide. Thia ia indeed a tribute to the patrlotha 

aDd intelligenoe of the .berlou people . 

For t.ha aeuure of aucoeu wa han achiend, howenr, 

we aua t not thank onlf the J.aericu people. We could DITtP 

haTe achleTed thia aucceaa without the 1elf-aaorlfice aDd 

dnotion of thouaanda of Tolunteer workers 'llho ban been 

the uneung heroea in a noble enterpriu. D&7 in aDd dq 

out our labor-anageaent oo..ltteu, of which there are 
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ao• IUJI1 t .houaaud1 in the IllAtion todq, ban oontributed 

1.-eaeurablT to the auooea• of the effort. The reault i a 

just one Ulllple of what oan be done w1 tb labor ud •nag•unt 

in larliOIJl"• I like to feel that thh new labor·aanageaellt 

partnerahip aets a pattern for the future when l abor aD4 

industq will work aide b7 aide for their ooiiDtq •a aDd 

their own good. 

Important though the paJroll eaTings plan ia, it 

repre aente but one pbue of our onr·all bond oupalgn. 

IIUlliona of farure, aelf·e11plo7ed arthana, &lid bueinea-n 

haTe contributed generoualJ to the auooeaa we baTe aobiaTad. 

i ll in all 60 aillion .berioana innahd in War Bonde dvbg 

the peat year. )(ore than 60 aillion .Aurioans now ban a 

direot and personal stake in the finam11 of their gonr-nt. 

To 11J abd the aignificanoe of tbia oan bardlT ba onrutiaated. 
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Not olll7 ahould the wartlal aaor1fio11 of todq .. rge ae 

the new ho11u, 111w ooll!orh, and nn atand&rda of lbl.Dg 

for the 110rrow, but the piliDg up ot a 1111t egg of auiuga 

t o fal l baok upon if need be will be a aouroe of caa!ort 

and reaaauranoe. 

This great aobienunt would han been illpouible 

without the untiring aDd aeltleaa labor of our 800,000 

Tolunteer workers on the War SaTinge Staff who baTe 

urehaled the reaourcea of eney oo.unlt7 in the land. 

Finalq, we can for• no adequate picture of our 

financing progra11 arer here without tatiug into account 

the eerTioee of the 110re than 44,000 Tolunteer workera 

who oompriae our Victory FUDd Comadtteea -- ooaadtteea 

tha t are deatined to plaT an inoreaeingq t.portant role 

aa our war effort rolla bato hip gear. 

• 

• 

Regraded Unclassified



197 
8. 

Thh 11 liD tS.. for MD or IIOM7 to be illi. n.t 

1a exaot]J" what the Viotoey Fund Cn.itte .. with to 

prennt. The7 , .. k to aake our dollara fight111g dollar • - -

to put thea to work J..aediate]J" in the 11nioe of the count17. 

Theae comttee .. n are profeni onal ealeaaen froa the 

ban.ld.ag, u cur ities, and inlura110e field• who han been 

t rai ned all t heir lives to reach the peopl e who have 

accumulated balanoee and idle lunda - - aillione of 

individual i nves t ors, corporations, cuetodian1 of trust 

tunda and eatatea with idle 110n17 in the bank. .b the 

President u id in star ti.Jlg oft the Victo17 Fund oaapaign 

on Noveaber SOth, •That aon17 bae got to go to work for 

our countr7. • 

I aa happy to report ton~ht that billions of ths1e 

dollara are alreadf goiag to work for our country • 
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011 O.ceabu 1, we 11t ovt to nhe 1ll the ooabg weeb 

$9 billion, the greate1t borrowing operation in the 

bietoey ot thh or a~ other gonrnaent. How well we -.-haTe euooeeded -- with the iDTaluable a11ietanoe of t he 

Victory Fund Co.-ittee1 -- can be gleaned t roa the 

following figuree. 

A nation that can relf on euob Toluntary cooperation 

fro. ite people cannot tail to win through to coaplete 

and ul tia te Tic toey. 
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D£C8-IIa 

Dear .... HIMel 

!but ,.. f.r ,.. U.OIIIPUIIl aoto of tllo m. 
'lo a" 110ro pleuocl tbaa I ou Ml at tM ,...PM\ ot 
0111' dllt llltb the poople of~ c:arol.l.M- Sataraa, 
next. 

I u cratotlll t011 the otJVtualt7 of a,..,.bc • 
the pro&,.. •1~ llf' aooA tr~ 1M Ocrlchtoll ul to ~ 
tr1lluto to tile pooJlj ot .,.. •tat• f• ~ c• won bela& 4ono theN 1ia the ,.......u. of 'liP • 

Our nbotlllo of arrt.-.1 u1 "'.,. to waat.ctoa 
1a u ~ aot 4ofla1to. Jl U.. .. tMP ,.,.Ito, .. 
•111 t • I ..... IN"'wlll appreolato the ..... dt7 
for "1 be _, t.. lieN • ehort a tbl u poulbla ana auu li J•U• to ., 'flalt tun. 

Couet-atlJ, I fool U.t 1t wowU 'M bolt fN 
Uri. ¥orcatllea Ul • ..t to a-.11 OUI.,_.,.. of ,., f:!:• lnlt•U• to 'M IM"! ot 1euwlt u4 liN. 

Coloael loWtooa llu toU • of U.. ,....pu oa 
1 011 ll&ft pl• I ~ to tllo ""-• IN. llrc-tMa 
u4 I w1U M foUpW to attelll. 

... a.Mrt L ..... 
l lut• hl•, .. c. 

TRGtcoa 

'" · 

Sb~NelJ, 
t)I.&O. Jr• 

\lotccr. • 
lS1;1>>~1 to..n' 

rne t o Gamble 

Photo tile 1n D111J'1 
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Dtcellber 8, 1942 

At 4:30 Konday afternoon, December 7, Kr. 

Bell discussed with me the . question of a further canvass 

of the countcy to determine the progreu of the $9,000,000, 000 

Victoey Fund Drive . He had just come fro a t he Secretaey 1s 

office where it had been suggested that t he following ques­

tions should be .aeked: 

(1) Is currency being accuaulated or bank 

depoeita being abnormally increased for other 

than business reasons? Whf? 

(2) What specifically are banks doing to 

pranote the sale to the public of issues offered 

in the Victory Fund Drive? 

(S) What specifically are Yiotory Fund 

Committfes doing other than the activities 

carried on bf banks to promote the securities? 

I discussed the matter with Mr. Folger 

and Kr. Upham, and aleo with llr. Crowley who happened 
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to be in the office on another matter. Aa ~ result 

of our examination of the questions it was decided that 

we would suggest to Mr. Bell that the first question 

outlined should be further discussed before being sub­

mitted to the chief ex.aminers, it being our opinion that 

this question might defeat its own ends U,y causing some 

alal'lll in the minds of bank depositors and business men 

throughout the country, 

A conference was held with wr. Bell , Mr. 

Haas, Mr . Folger, Mr. Crowley and mrself in which these 

views were presented, Mr . Crowley and Mr. Haas both 

were quite 'emphatic that the question was dangerous 

from the standpoint of repercussions 'llhich it might 

cause , Mr. Bell concurred in that viewpoint. His 

final instructions to the Office of the Comptroller 

ware to oontact immediately the chief examiners on the 

last two questions as follows: 

(2) What specifically are banks doing to promote 

the sale to the public of issues offered in the 

Victory Fund Drive? 

(S) What specifically are Victory Fund Committees 

doing other than the activities carried on U.V banks 

to promote the securities? 
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and that the examiners making the canvass were to be 

orally instructed that while they should not specifically 

ask the first question as follows: 

(1) Is currency being accumulated or bank 

deposit s being abnormally increased for other 

than business reasons? \Yb;y? 

they should be on the look-out for any information bear­

ing on that question which might be volunteered by 

bankers during the course of their investigations. It 

was r ealized that inevitably there would be some dis­

cussion as a result of their inquiries and that out of 

such discussions might oome information which could be 

forwarded here. 

Wr. Bell r equested that we call t he Chief 

Examiners immediately, have the canvaaa made in thr-ee 

cities (large, medium and small) in eaoh state and 

that the reports should reach the Comptroller 's office 

not later than Friday morning, December 11, to be com­

piled during that day and be submitted to him not later 

than Saturdq morning, December 12. 

Preston Delano 

~ 

• 
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llr, Karl IOhn 
1t1001&tl J41tOP 
Looltll&gulu 
611 ruth Anlllll 
l!tw York, lew Tort 

Dt&r Ill'. lohnt 

··--
!'huk rou for ....,,., • tU tear aueh of tM 

u tloll 1D Look llllcu1M ooatah1111 War lOIIi appeal~ 
b7 the •1 Til ol f-r Pr••14•b• !heat atate.ata 
retleot 1a a lllllp u4 ..UC 83 tM lllllt" pul'pltt 
or thl •r1ou people t• att tJaat uthilla 11 l.ttt 
~mdont th&t will coatrilnate to thl flaal bl..pb ol 
our o&Uito 

I a 1111'1 that DO 1'1&411 oaa r .. bt tu ap'DMl. 
.a. bJ th•••. cnoloua u4 41atlacubh ... -- lo 
.. na tu1r aouare to tU flt;lltlac ftoet t.hJocNah tu 
pw'OMII ollu ll&dJ!p JloaU, 

lfll7 I altt oer;tlllate ,.. •POl! rour flM 
eoopera\loa 1a halp to pr1allt1 U4 tuetala pabl11 
1nhr"t 1a tu Jo'll fbaaelac thl • .,, 

8lllot1el7 J OUI'It 
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PBOtJIO 
Oopr 1n D1tl'7 

rue to !boiiPtoll 
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-.., • r S.ylpp Staff 

Dn IE •• '9'' .... __ _ 

i e ue OIISloua to obtata '= Uoteq tbo .U..t JOOOlblo 
clhtrlblltlOA ot ov Cbrlat.u JOOtol'a• stop Pl- g1Ye 

thU 10VI lrdlato ottenUoo u4 1l1n • owe of baal.uu 

OD S.t\ll'dq tbo pnUtJ of .U abo wDloh J'Dil ba't'l Plllh .. 

oa4 the q~&a~~UtJ al.tl baa"'- 41atribut"- Step IIMlJ 

tollo. thia b7 wltt• report to C:O;ru lll*l OOIIIfletioo of 

4htr11111Uoo. 

Regraded Unclassified



• 'rr '• U.. 

DMr ... ou ...... . , . ...., ......... ,,. .. 
a•t te :a... • fl I CJ te ~··~·~ • Llnt .. Ia • ..... • lllaU 
aile,.. .... , lid I ....._ U.t .._ 1nJ ..... ,.._.. 

(llg ., It ..... , -·-.. Jt. 

llr. QuJ. 1. •1 • wt, ....... _...., 
.. u•act7. L ._• 

206 

. . 

• 

Oop)' 1 n D1ai'J 

Coplel W 'Jh.,..,IIOD 
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T HI: W HIT I: H OU SI: 
W ASHIHOT O N 

Deo• ber 8, 1942 

TbaAlc 70U tor aalld1ag .. t he 

eoag wrttUD by t he t., ~ boJ•· I 

lllce 1 t aDd u aura 1 t w1U be a hel p 

111 the War Bond caapalgn. 

AtteottonetelJ , 

, 
• 
' 

' 
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THE: WHITE: HOUSE 
WASHINGTON 

O.C•ber 8, 1942. 

Doar Honry1 

You wore •erT tbol!ibttul to oend. ao 

t.ho record of TO"" Bo!ld •Olli wrl tt.o6 b7 tbo t.w 

J.rw:~ boTO• I bon tokon it boae wltb ao oo tbot 

we c:&D bolp out in tbo Bood .,._s,., b7 pl.&J1.Dc 

lt to our trla>do &Dd nolchboro. 

11an1 tboDl<a, &Dd wltb n.raoat roprde, 

I u , 

Very sl.noerolT, 

Hononblo HODrT lorsontbou, 1r., 
Tbe SoorotorT or tbo 1'rea81U"1, 
laabl.nston, D. c. 
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De or Ill'. socrotarT• 

trolo r ecord. 

'l'bo Honorable 
!be Secretary of the -r:r.oollr7 

~ . ' 
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TO 

TREASURY DEPARTMENT 

DATa 

Secre tary Morgent bau 

Randolph Paul 

December 8, 1942 

I am attaching a copy of a memorandum on 

taxes presented b,y the General Counsel, C.I.O., at 

their Vice Presidents' meeting. 
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The 1942 taz aeanre aot\1&111 will take awa7 dlll'ing the 
year 1943 !rom the l01r l.nocae group 1101117 which the7 need to 
buy the veey. neoeul tin of lila. ·Oa the other hand a number 
of loovholea nra lett 1mtouched thereby prnenting the 
nation e government from receiving revenue which could be 
used i!l financing the war. The program o! the Treaalll'1 
Department preaented t o both t he Houee and the Senate waa 
completely ignored. . 

The tax measure was inconaiatent with the President's 
cessaces to Congress incorporating the anen-point economic 
prograc. The Preaident expreaaed the need !or stabilizing 
the cost of living for all the people aa the beat guarantee 
for wiMine the fight on 0111' economic front. However 

1 
the 

President emphasized that thia could not be accomplished 
except from the simultaneous attack on the iasuea of price 
control and an overall democratic rationing and equitable 
taxes and wage stabilization. 

The directives which have been issued under the President's 
Executive Order of October 3d limiting net salariee after 
cer tain nllowed deductions to $25 1000 a year does not meet the 
tax program at all. In addition , the President faces in Congress 
a revolt on the part of the reactionaries to even eliminate 
this alight inroad into the large salaried income. 

The Treaaury Department has indicated that more mone7 will 
have to be obtained in the tax 11111aaure of 1943 through addi­
tional taxes. Low inc~ groupa are threatened with a sales 
tax to accomplish this end. Thia will onq mean that the low 
incoCie groups will have their atandarda turther degraded and 
deprived of the wherewithal! to bUf the neoeesities of life. 

At the meeting of Novsmber 13th of the Economic Stabiliza­
tion Board , Director Byrnes expressed the opinion that the 
Board could, with the guidance of the Treaau.ry 1 formulate a 
common fiaoal program backed by the united support of all 
groups represented on the Boara . Re also proposed that this 
procram could then be aubnitted to the President and &.f'ter 
consultation with Congressional leader s , to the Congress. 
Secretary Worcanthau and other msmbera of the Board endorsea 
that augceation. . 
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This tax progr&m will obvioualy be one of the moat 
important economic meuurea to which the attention of the 
country will be addressed in the next aeaaion of Congress. 
It is extremely important that all the forces ot organized 
labor be ooralled aa they never has been before in support­
ing a program that will be addressed to the needs ot the 
nation in terms of the war effort. Toward this end, I am 
sugeeeting the following program: 

I. The CIO Tax Program 

1) Any tex proposals auat be viewed in the light tha t 
the workers should be protected in thei r money standards 
which will permit them to bUf the neceaaitiea of life and 
maintain themselvea and their families on a basis that will 
assure health and efficiency for maximum production. On 
this basis it is obvious that a sales tax is a blow against 
the war program in that it merely taxes away from those who 
can leo st af ford to pay. A spending tax must afford suffi­
cient exemptions for low income groups . 

2) A system of compulsory savinea would of course be 
a substitute for the voluntary savings prograo now in opera­
tion. It cannot be considered an addition to our present 
voluntary savings as far as the workers are concerned . Any 
compulsory savings progl"lm must make suf'f1o1ent allOW8Jlces 
for low income groups who now have not sufficient funds to 
b~ tho necessities or li!e. Also the pr inciple of progressive 
coapulsory savings should be incorporated, i.e., ~arger income 
groups shoul,.d be compelled to san more than low we~ groups. 

3) The loopholes covered by the prograo or the Treasury 
Departnent should be covered. Thus: 

a) llarried couples ahould be compelled to sul:eit 
joint returns · 

b) Tax ex-pt aecuritiea ahould be completely taxed 

c) Normal and .Urtaxes on corporate incoae should 
be increased to at least 55 percent 

d) Gi!t acl utate taxes ahould be increased and 
apec.l.al prirllegu now afforded to ain~ ~1 
oil 0 a.piniea tor depletion allowances a ou 
be eu.lnated. 

'<I 
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4) Investigation should be made into the institution 
of further social security taxes with corresponding increas­
i ng social security benefits. Old age security should be 
broadened and its benefits increased. Unemployment compensa­
t ion should be nationalized. A health program should be 
ins t i tuted. 

5) Inveatistation should be made into the possibility 
or having taxes aeducted currently !rom payroll.., 

II. Steps To Be Taken 

1) I em designating a cOI!IIlittee which shell i.tlmediate:IJ' 
contact representatives or the Treasury Department end work 
with them toward the formulation ot a win-the-war progrem. 
?his cocmi ttee will consist of Lee Pressmen, General Counsel , 
as Chairmen, Raymond J. Walsh , Director ot our Economic 
Department, and Nathan Cowan, our tla.tiona.l Legislative 
Repre santa. ti ve. . · 

2) I am suggesting that our Publicity Department in 
cooperati on with this committee get out a.e much publicity 
material as possible rega.rdinf the problem of taxes and how 
they a rteot our membership. t is Ill¥ jud&mant that it is 
ext r emely important that the publicity r epresentatives of all 
of our a.tfiUeted unions through union journals and otherwise 
give the widest possible coverage to thl:s question of taxes. 
Our lla t ionel Legislative Representative will"of course also 
keep e ll the le~,tialativ& representatives or our affiliated' 
unions constantly advised of current developcents on the 
Concressi onal picture regarding this all- important question. 

3) I wish again to impress upon you the t the membership 
of the CIO must be kept informed ana their intereste"awakened 
regarding this problem. This is a task that the prea;dent of 
each international union must set before him because 1t runs 
.right down i nto the welfare of every eingle member of the CIO 
and to tha nation a a a whole • 

• 
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CONGRESS OP' THE UNITED STATU 
..IOIHT CCMoUoUnw:& ON M OUCfKJIH 01' 

lAL~·~T'U ... 

There will be a meeting of the Joint Committee in 

Room )1.4 Senate Ottice Bl.!!£.:...,_ on -~~De~,_ 

at 10 a,:.:' '""-'''---

To _ ti .P .A. hoar""'-'in,g,.._ __ 

tlf~ -~ --···-···- ----------
~~ HARRY FLOOD BYRD, 
~ . /Pj?_At~ 0/lai""""· 

.,_ "' ?/~ 

- --

• 
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TREASURY DEPARTMENT 
...:X:U-INT DIVIIIOH 

WAStiiNGTON 

December 8, 1942 

'W/.ORANDim TO THE SI!CRETAR~: 

RE: Letter from Mr. Vorgan H. Hoyt 

With reference to Mr. Hoyt's letter returned 
hereai th, I am arranging for the extension of the 
closing of the Albany office until February 1, 1943. 
lfr . Hoyt is being advised accordingly. 

~-w 
r of Procurement 

I 

• 
• 

v 
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TREASURY DEPARTMENT 

.. ~ .. .....-. 
s;.r.: ~/1111011' On'ICI. 

Poot Ottica BulldiJll 
Alb&JlT, Mew Iorlt 

PROCUREMENT DIVISION 

Bon. 11....,. llar&•tlllaa, Jr., 
Secr•tarr W U.. to 1 ; , 
Ja~, D.c. 

I woald aot. ....,. Tflll at. \bia t.iM nra it. aot. tor U.. 
tact. U..t. a -.dit..iDD baa an- eltect.iJI& U.. opent.ica o1 -
Pro~ot. Ofli<» at. .U~, J.I. I .. qllit.a oura 7"" kDOw 
DoUii.D& ol t.IIU ai-t..iDD- ~boor lair., ...... iD all 
'f<Nr daa11Dia, I - quit.a ...... )'OD wip. DOt. CODIIid_. U iloproper 

ot M iD 111'1 t.1JI& t.o iAtCIZ'II 7"" ol - -· 

Iaat.ardq, .... I' .w. I-c, llapOIIAl Procur-t. Otlicar, 
or 0111' dinal.oD, .,_ t.o .Ubaey aD4 1Alorud u -t. tba .Ubulf 
Ottica •• t.o be Dloeed wi\IUD ai&l>t. (8) t.o t.aa (10) clqa, ( OD 

or about. Dacaaber 12tb, 1942). lD otbar worda n were Dot.iliecl 
tbat. our an• (7) J'Mra ot tait.htlll aarnc. ia t.araiDat.ecl aD4 
•• bave all ot ~t. (8) t.o t.c (10) c1qa t.o tiDd aaotbar Job. 

Iou -., .......U -t. - tew -tba *"'• I ..rot.a 7flll 
raprdiD& U.. tutare at.a\u ot U.. ~ ott1ca, u I bad ao 
opport.ait,r o1 8alt1D& otllar -cUooa at. tbat. tJaa, I turtlulr 

at.at.ad -t. I aa _., baPJO' aod --- bare at. .ll.bao7 iD -
Job 7"" ao ld.DdlT • .,. .. - -u ~_. t.o aw, fill bare 1t 
- Oflic. aa t.o ~ opoa. Ioo t.oarMcl t.ba lat.'- o.,... t.o 
10111' s.-t.aq, 1111'. ""?'lfaflll1 llbo adrl.Md M -t. - Olli<» 1.D 
•"-"7 l'l"'beMllV ..U be 1<aJ* opoa tor \bia ,-.rat. l•at. aod 
" I -u ..._.n ;poa &I'J'UIP t.o at.q 1.D AlbaoT" • OD t.ba 
at.rec11a ol tb1a at- I ~-, baYe ...S. arraD&-t.a t.o 
r.aill iD Al~ at. ~t. •Ul - .-4 ol U.. Jift-t. liec&l 
1~· 

:n... an bat. t11rae per- 1111'101-a iD tbia Otlioe, 
JollA J, "-"4 llbo 1a Dap&t;r Prooauaoot. Oflioar 1.D cbari• aD4 
baa b- tor aboot. all ot U.. .. ,... (7) J'a&rl t.bat. I IM>Ye b.­
bare. I .. .,.... 1t 700 cbaolt Ida record witb t.ba Dapu-t. 
700 will tilld be baa _.juct.ad - ettaira ol tbia Otlice 1.D a 
_, oapalal.a - elt1cieDt. ,.._.. 
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"*' u... 1e- c1r1, u.. a.u. a. nac.., ...WVeci ... 
J..Uor s~. wbo 11ou &lao "- IMin on- I nrn _ 
to Albuir • Sbe 1e ... ot tM ..torto.at.o Yiot.laa ot "Polio• 
11bJ.cb llaa leh liar wit~~ • det...S.1;J. rue c1oea DOt. 1A uq 
wq attaot t.ba qQ&Dt.iV ar qwali'f' ot worlt aile 1& abla t.o 
ace•pllllb. Ioa 11111 &lao t1Dd all& II&& a YV7 b1p att1c1.-q 
ratlDc witll tllla Dep.rt.ct.. 111•• l1acher aa or1&:'""'1T 
appoi.Dted 1A tile old f . l.ll. A. att.ar corr .. .P"""'nc ntll 
11r. Rooaa•alt. IIDd 1A 1935 wa plaoed 1A liar praact. poal.t1011• 

Oil .WCUt. lat., 1942, ...,.. Ottloa aa ..,.,eel t.o t.ba 
Old Poat. Ott1ca Jln1Jdlal *ich 1e ladanJ.lT ..-ODd opan.t.ed 
b)' the Worlr. Project.& .&doai.Dhtnt.iOD. 'Ella apace occo.p1ed 1a 
•a.Dt lrae• IIDd tile oa1T opeat.iJII coet iA'fOl'fed 1& a -u 
a&iA~• ollarp ot $25.00 per -til IIDd the coat ot 011a 
tal.P,CIIa tl,.l7 per-th. 

llr. I <Mil ad'fiaad t.llat. t.beir would clo tba1r "­to plaoa both llr. ~m.rd ODd IU.aa Fiacher 1A other Jot... 
llonftr, DO .-aJd ... t.ioD wa 11•• u to - t. I .. to clo. 
I teal tllla acat.&lT. 

Both llr. LeoD&l'd - - F1•char .... lltelcq 
r .. l dcta ot Alball;y, IJ . I . IIDd """""bt.lT uq Job& ottered t.ba 
would t.. wt. or tbe C11;J. ror- t.ba t.o alr.a 11p tbe1r lliAda 
witlli.D a18bt. (8) ar t.. (10) clap to ..........,. tllall" attma, 
par1.1ClllulT with the bolidq ••- ao oloaa 11 DGt. to 
1apoaa1bla . ICr """ altm• •• I II&•• pre'fioua]T otat.ed II&.,. 
oll"aaq bMD -..Ia t.o ..-1D liar&. 

I want. t.o ulr. JOil theratora, 11 till• order' CODDot. 
t.. ~tied ao u t.o 1r.Mp till& ottica OJ>IIl at. l ... t =til 
Fabruuy l at., 1943, 1A orclal' tb&t. wa a18bt opead tbe holldqa 
aa pl•nned ODd cable 110 1A tbe -tlaa to t1Dd other Job&. 

lOll 1l1ll apprec1ot.o tb&t q111clr. act10D - t.. t.alr.M 
diM t.o tba •cbedllled aar}T cloa'DI· 

I ..-ln, 

llot.al BuptOD, 
Stat& St.r-aat. 
Albaay, I .x • 

.. 
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TREASURY DEPARTMENT 

...... 
TO Secretary Korgentbau 

Decnber 8, 1942 

"'o" Ferdinand J(uhn, Jr. 

Here are reporta troa Kr. Callahan aDd Kr. Barrett 
on what 1a being dooa on the radio aDd in the oawapapera 
to get penniu and nickela haole into circulation. '!he 
radio report loolca upeoiall7 good to .. , aDd should do 
ua the uxisa good between now and Chriataa. 

You know that a letter troa Kra. Rou baa gone to 
all heada of achoola aDd collegea together with a aeaaage 
suitable tor older children and a •eaaage tuitable !or 
youngatera. The preaa releaae on thia letter got ua 
very good publicity. 
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DA'JW: J»o. 7 J 1942. 

'1M tolloor1J18 racl1o procr- wUl 1t.l'e11 the oeecl ot t.urnial 111 oo1111, 

lool•ColO Spotli&h~ Band• 
at tached t41eiJU) 

Sehoal ot the Air 

Jetworl< !1M 
Bi,.. 1ion-10t00 

ltltaal .St )0-.S I 4 5PII 

IIBC 8 t 30-9t00 

Cll!l 9t30-10 o00&11 

ltltaal l0r00-l0o4~ 

Ill ... 2o30-3t00 

CBS 9o1Ht.3CWI 

IICIIIIq 
1IINdq 
WeciDIIdq 
1!111rldq 
Pricla7 
IICncla7 
'!Ueedq 
WtiL ~IJ' 
1!111rlda)' 

De.-bar 7 
De-8 
De ... ber 9 
De.,.._ 10 
DI-U 
De.-berl2 

De-14 
De.,._ 1.S 
De.-berl6 
De.-ber 17 
De-18 
De.-....21 
De.-r 22 
De.-r 23 
Dl-r 24 

Deonber :n or oMIIII&r7 7 

SIIDda7 Dl-13 ... 
.I&MU'7 20 

Satw'daT De-12 

~ De ... ber 8 

(Oil wUl aftile ua det1Jdta d&t4 ) 

Oil hu aleo tried to aet ... lpoW ... 01&1'111 IIOOU'tb1'•• ......u- Cott .. J. 
Na~1on •~ War, &1111 u. 11D71aD Siatln• '11117 wUl &drtH de!1nita dat4a- -
ere arranaed. 

Ofi 11 relaaeilll to all etau..,., thrOQ&b their 1111 L•~wr, 1oto..aUan pert,_.. 
~be kHJII.nl 1n o1rcalation ot ooiJII. Jlaci10 StaUGDI wUl be &&keel to \IH tha &I I 

1n prepariJic 1ooal. racl1o prCIJ'U •tarial• · 

• 

• 
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:O.o. 7, 1942 

Mr. luhzl 

Mr. Barrett 

l!!!lll! smros l!!l!l 

la eo~~~~eeUoa vHh tho Ooppor SartDCI Dr1•• wo hen 
arr~DCed for tho folloviDCt 

1. J. .-p.c1al Miliac to 41117 ud woekl7 a swOJ>Opero 
or 10 oaa-col""" okotehoo f .. tviac co .. of t he 
uUoa' • lee41ac coaio cheractorc , VDDC ree4orc 
\o •cet Ollt \he paaa1oo. • Che.rachrc t o he 
illcl114.t area Dick !raQT, n1a Ciad.orc, lap 
Hopper, Joe Jake , L1'1 Abaer, !arUD, blt7 
!ebb, Dido DllceA ud Jaao J.rdea. 

2. J.a .tltorial cartoon '1r7 Dol'll&ll 11. Seith to bo 
releaeed. to aore thaD 1000 ... ber nWIJ*p•r• 
b7 tho 11.1. tJIYl 01. 

3. lloYaral OIIO•COl..... lkttchel f .. tViiiC 11.1. 
COllie charactorc to be rolMto4 '1r7 thlt 11ni .. 
to all ito cli111t1. 

4. J. .-p.cial article ill "''aclo lq'• Corner, • a 
oh114r ... •' fMtvo 17Kicat.t aaUoaallT 'lr7 
\he PDblilharc 1J1141cato. 

• 
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TREASURY DEPARTMENT 

INT'Wit OI"'''C& COMMUNICATION 

DAft 

Secretary MOrgentAau ··-·· 
In aooordanoe with the erlating lnatl'Uotiona, there 

i a aubaitted herewith a auaaary report of aotiTltiea 

and acoompliallllenta carried on by the Legal Staff tor 

the month of October, 1942, 

Attachment, 

• 
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SU)Q(lRY RXPORT ON 1CTIVITIF.S 1ND 1CCOMPLISIIIWCTS 
IN TI{B OFFICI OF TBI GJnll!IW. COIOOEL 

OCTOBIR, 1~. 

223 

The following aattera reoeiTed attention in the Offioe 

of the Chief Coun81l for the BUl'e&U of InterD&l Rne.nue: 

1. Willi&m Bioff. Bioff ie preeently eerTing a ten­

year eentenoe aa a result of hla conTiotlon laet year on 

chargee of extortion from 11nlng piotUl'e produoere, 1n 

indictment 1e outstanding agalnat h.l:a in Loe 1ngelu 

charging eT&eion of inco .. tax for the 71are 1986 and 1987, 

1 deficiency letter for the year 1938 alleging addltioD&l 

incou tax of $9,200.56, together with a 50% fraud penalty, 

was eent to Bloff. He aent a petition to the Tax Court 

of the United Statu but failed to fAY the $10 filing fee . 

Although the Tax Court issued an order to show cause, Bioff 

neTer had aJI10ne appear for him. The Tax Court on October 27, 

1942, ruled that in dioining the proceeding for failUl'e 

to pay the filing fee, it had authority under aection lll7(d) 

to euatain not only a deficiency of the principal amount ot 

tax, but aleo a fraud penalty under eection 293(b) , The 

Tax Court wu of the opinion that aeotion 1112 impos ing a 

burden of proof on the C.-lnioner did not apply. J'udgu 

Hill and Smith dleaented. 
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SUlDllRY REPORT ON .lCTffiTIES .lND .lCCONPUSIIMD'l'S 
IN TI{E OFFICI OP THE GElfBIW. COUliSI!L 

OCTOBER, 1942, 

223 

The following matter • reoeiTed attention in the Office 

of the Chi~! Couneel for the Bureau of Internal ReTenue: 

1. Williaa Blot!, Blot! ia Jl'teentl;y terTing a ten­

year eentence aa a result of hie conTiotion laat ;year on 

cbargea of extortion from 110Ting picture producer a. .ln 

i ndictment is outstanding againat hila in Loa .lngelu 

charging eTaaion of income tax· for the years 1986 and 1987. 

A deficiency letter for the year 1988 alleging additional 

income tax of $9,200. 56, together with a~ fraud penalt7, 

was sent to Blot!. Be aent a petition to the Tax Court 

ot the United State a but failed to pa7 the $10 filing t ... 

Although the Tax Court iaaued an order to show oauae, Bioff 

neTer had anJone appear for him. The Tax Court on October 27, 

1942, ruled that in dimiuing the proceeding for failure 

to pay the filing fee, it had authority under aection lll7(d) 

to auatain not only a deficiency of the pr incipal amount of 

tax, but alao a fraud penalt7 under aection 29S(b) . The 

Tax Court waa of the opinion that uction 1112 illpoaing a 

burden of proof on the Commieaioner did not apply. Judge• 

Hill and Smith diaaented • 
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2. Fir1t Tax !T&eion ConTlotioA in SoutA Dakota. 

George W. Tappan, who owned ltTeral large &p&rt.ent build­

ing• in Sioux Falle, S. D., and Sioux Citr; Jaw., was 

indicted at Deadwood, S. D., on Septeaber 3, 1942, tor 

evasion of hi• income t axea for the rear• 19S9 &nd 1940. 

The inTeltigatlng offioere found that he h&d reported 

the rente recei Ted from long-term lea1e1 but failed to 

report incODe reoeind from tr&Diienh who 1topped &t 

hi s apartment houae1 . On October 9, 1942, Tapp&n 

pleaded guiltr to both count• of the indict.ent and waa . . 
fined $1,000, The oaae i1 of particular intertlt beoau1e 

the inTtatigating apeoial agent atated that 10 tar &I he 

knows it i a the flr1t oonTiotion obtained in the State of 

South Dakota on oh&rg11 of eT&ding .incoae tu11. 

S. Propo,.d Pro~toution ot .Notorioue Gmbbr for 'l'u 

ETaeion. The oaae of William D. Frad W&l referred to the 

Departuut of Juatioe with the reco-ndition that he be 

proaecuted for wilfullT attempting to evade and defeat a 

large part or hi a iAoo .. tull tor 1936 and 1937. Fr&cl 

1a a not orioua gt.mbler and confidence ll&n &nd 11 lplown 

to h&n won. large uowata ot 110ner f ro• elderlr un. Be 

operated exoluaiTelr in the Caribbean Sea area~ gaining 
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contaoh with hi a Tiot1u on paua~er liuera operating 

in tbie are&. 

4. Reco-Ddat1on for Prouoution of Certain 'l'ax 

E'fadera. The oaaea of W. 'l' . Burton, et ux., and w. T. 

Burton Company, Inc. , were referred to the Department of 

Jua t ioe with reco-Ddationa for proeecution of Burton 

and other• for willfUl atteapt to eT&de and defeat in­

come am exoeae profih tax .. of W. T. Burton Company, 

Inc. , for the fiaoal 7ears ending Jul7 31, 1986, 1937, 

e.nd 1938, and the illdiTidual incou taxea of Burton for 

the calendar 7e1.r1 1936 &nd 1937. On October 8, 1942, 

& Federal grand jur7 at lfew Or le&ne returned indictaenh 

againet Burton, L. Brown &nd Victor C. C&nfidd i.n the 

indiTidual caae and against Burton, S. w. Maxwell, 

L. Brown and Vict or C. Canfield in the corporation caae • 

.locording to lfn Orleana nnapaper account., it h the 

largeet Federal inoo .. t ax indiot .. nt eyer brought in 

Louiaiane, the amount inTolTed being oTer $2,000,000, 

taxu and penalti... During tha 71ar• for whioh indict­

mente han been returned, Burton n a a.ngaged in the oil 

and ehall 'buainau. Forurl;,. he il said to ~n bun 
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a leader of the politioal faction headed b7 the late 

Senator Huey P. Long. Se111.tora nlender aud Bilbo han 

ab6wu great i ntereat in thia oaae and urged the Chief 

Counsel not to proaeoute, 

5, ReT. Krneat R. Broaley, Bath, N. C., ia Jailed 

for Failure to Pay Hh J.uto U11 'l'ax. Th.e Departunt of 

Juatice baa adTiaed tb&t thie t axparer waa proaeouted for 

refuaal to buy an auto1111bile uae tax atamp, and foUlld 

guilty on both counta of the indio~nt, receiTing a 

sentence of 30 dara plue a $25,00 fine on .. ch of the 

two counts . The firat eount waa baaed on hia refuaal 

to buy the $2.09 atamp for the period February to June, 

1942, and the aeoond count waa ba11d on hi a refuaal to 

buy the $5,00 atamp iaaued on July 1, .1942. ! pparentl7, 

the court proTided in ita aenttnce that a pa,-nt of th~ 

fine would aatiafy the j ail sentence . KeT. Broaley, how­

enr, refu11d to pay the fine and it iD the county jail. 

6. Intonau'a Reward Paid to !nthoy N. ~nch, 

1lpe11.1, lliob.igu, In bguat 1987 Kinch furniehed certain 

infol'llltion to Bur .. u officert in ){ilwaukee, indicatiug 

tbat The Falk Corporation had erroneoualy entered on ita 

tiae recorda r elat ing to BaTT contract• certain labor 

• 
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perfor .. cl on oo-reial oontraota. ·b a rnul.t of an 

invutigatio.n which followecl, The Falk Corporation agr"cl 

that tor the ;rears 1935 to 1988, inolu1ive, it waa liable 

tor exoe•• profit• uncler the Vin•on-Traaaell !ot of a total 

amount of $533, 283.07, inclucling penaltiee ancl intereat to 

Jul:r 15, 19G. There ... not IUftioient baail, aowenr, 

to prove fraucl on the part of the taxpa:rer ao u to juaU­

t:r inatituting cri:ainal proceecling1. lUnch, u intorant, 

baa now been allowecl $12,715,30 on hia rewarcl claim; thia 

repreaenta 3% of $423,843.24 (principal ancl penalt;r). 

Thia amount 11 alightl:r in exceu of that recoJIIUncled by 

the apeoial agents. 
' 

7. ForfoitUI'e of Refuncl Beoauae of Fraudulent !Ticlenoe, 

In a deoiaion renclered by the CoUI't of Clalaa October 5, 

1942, claw b;r the Stanclard Oil Collp&JI1 of Ianau for re­

fund of inc0111 taxes in exceae of $150, 000 were •torfeitecl 

to the United Stat ea• uncler Section 279, Title 28, U.S. 

Code. That 1eotion ~roTide1 that whoever corruptl:r 

praotioea or att«mpta to pl'lctice fraucl ag&i Dit the 

United Statea in the proof, atateuant, ••tabli1hment, 

or allowance of an;r claill againat the United Statea shall 
0 ip1o faoto• !orfeit the aaae to the Goveruaent; and it 
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shall be the dut;r of the Court of Clalaa to find apeeifi­

oall;y u to auob fra~ and thlreupon to gin judg:uut that 

such olai11 h forfeited to the Gonrnunt and that thl 

claimant be forever barred from proaeouting the saae. The 

fraud alleged b;r tha Govermaet to invoke the forfeiture 

statute related to the preaentation to the Chief Counael'a 

office .of a !alae and forged reaolution of the Board of 

Directors of the corporation in the prosecution of ita 

c1a~ for refund. 

8. Regueat of Alien Property Cua to dian to Discharge 

Tax Lien Against Property of a Japaneae, Taulcasa Kiyono, 

a aubjeot of Japan, operated a nur .. r;r in J.labiDA. Prior 

to our entr;r into the war, aaaeaaaenta had been made 

againat hiJa and hi• wife, abo a Japaneae, aggregating 

$163, 755,47. In order to atay collection of the aaaeaa­

aent•, be depoaited aecuritiea of the value of $176,000 

in a bank at Kobile. He and hia wife then left for Japan, 

where preaumabl.r the.r are n011. J. Veating Order n• iaaued 

reoentl;r under which all right, title and intereat of tbe 

Ki;ronoa to the nuraerie• was veated in the Alien Propert;r 

Custodian who requasted that the Government' a lien tor 

taxea be diaobarged ao that an ear17 aa1e of the propertiea 
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might be made. He waa adTiaed tnat there waa no objection 

to a sale by h1a ot the property proTided the prooeeda ot 

the eale were eimultaneouely applied to the eatiataction ot 

the income tax liabilitiee, whereupon a diaoharge ot the 

GoTernment'e lien would be executed, but not prior thereto. 

In the meantiae, the Collector at Birainghaa, 1labama, 

hu been instructed to forthwith aeis!l and 1111 the .. -

curitiee now in eacrow in the bank at Kobile and to apply 

the prooeeda to the outetanding tax liabilitiee which, 

with other aaeeaementa, now exceed, with intereat, an 

amount ot $200, 000. 

9. Tax Statu.e of Mexican Worker• Imported tor Fara 

Labor. Thia oaae inTolTea the taxation ot wagee reoeiTed 

in the United Statee by Kexi~an worker• in the farm labor 

aaaembly and transportation program aa.i.niatered by the . 

F&l'll\ Security Adainiatration ot the Departaent ot .lgl-iculture. 

The admiaaion of auch workers to the United Statu to aene 

in the production aDd harTeat ot oropa eaaential to the war 

effort will not be upon a quota baaia, but tor temporary 

work perioda at the end of.whioh the worker• will return 

to Kexioo. It ia underetood that the baaio period• ot 
• 

the work agree11111 nta1rill k 100 daya and that the amount 

Regraded Unclassified



230 

- 8 -

of aalar1.w111 not be in exoeaa of $5 per da7. Section l4S{b) 

of the IRC requiru that peraons haYing tha control, eto., 

or payment of wagea and other fixed annual or periodical 

inoome of aey non-re'sident alien indi Tidual ahall withhold 

a tax froa such incou. Howenr, that aeotion proTidea 

that under regulationa prescribed b7 the Co..Uaaioner, with 

the approTal of the Secretar7, neaption froa withholding 

•1 be granted to auch aliena who enter and lean the 

United States atfrequent internla. Regulationa 103 pro-

Tide that suoh exemption m&T be granted to re•ident• of Canada 

or Mexico who enter. and leaTe the United Stat ee frequentl7 

and it in.oo1110 tax hae been withheld at the eourae in exone 

of the. tax liabilit7 the exceaa will be refunded ln due 

courae. The Fara Securit7 ~dainiatration baa been adTiaed 

acoordingl7. 

10. Telephone and Telegraph Faoilitiea Furniahed to 

Gonrnaent Operated Railroad Held to be 'l'ax lxeliPt• Pur­

auant to an order of the Pruicltnt, the Director of the 

Office cf Defense Tranaportation took poaaeaaion of all 

of the properti~a of the Toledo, Peoria and Weatern 

Railroad Compe.ll1 Oil )(.arch 22, 1942, and ainoe that date 

.. 
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hat oper~ted the railro~d ill auoh ~ a!IDir u h• de ... 

ueoeae~ry for the auooeaaful proaeoution of the war. 

Thue, it ~ppe~ra that any profit or loee froa the oper~­

tion of the r~ilro~d will be th~t of the Gonr-t ~nd 

that the Gonrmunt will oompena~te the corporation for 

the uee of ita propertiea. Telephone or te)egraph ser­

vicee ue furniahed b;r .laerioe Telephone and Telegraph 

Co~peny to th• Federal Manager of the propertiea of the 

railro~d in connection with itt operation. On October 6, 

1942, the Chief Counsel' • office rendered an opinion 
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that auoh telephone or telegraph atrTiota are •furniahtd 

to tha United Statea• within the aeaning of the •xempt ion 

provitiona of section 3466 of the IRC. Thia ooncluaion i a 

in har110n;r with Law Opinion No. 810, dahd lf&;r 2, 1919, 

which related to tae application of tht telephone and ttle­

graph tax to railroada under Federal control during the 

Firat World War. 

11 . League of Nation• Aaaooiation, Ino., Held lot to 
' 

be T~x Extapt. Thia Aaaooiatioi haa aatnded ita oertifioat t 

of incorporation to eliainate therefroa the atated purpoae 

of influencing till United Statu to enter the Lt~gu• of 

Nations, The aae114ed oertifinte 11h forth tbt.t aaong 
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ih purpoau il that of atwlpag the fnndevntal huh of 

permanent peace and the uob.iner:r neoeuar:r for the de­

velopaent of thia peace and to oarr:r on educational 

actiTitin. Howenr,· it appean ~ thne actiTitiu 

an merel;r a mana of cau.i.Dg the United Stat .. to 

cooperate t o the tulleat extent practicable in tae League 

of Nationa, the International Labor Organisation, ~ the 

· World Court, a purpoae whloh lin in the tielcl. of politi­

~al aiu in the larger aan11 and in the fielcl. of oon­

tronraial political diacuaion. It waa held that t.ha 

Aaaooiation ia not organi sed and operated excluaivel:r 

for educational purpoaea aa contended, and t~t it ia 

not entitled to exemption under aection 101(6) of the 

Intarnal Revenue Code. 

12. Certiorari Authorised in· Chicago Stoo.tqarde 

Co!p&l!l Cue. llter a oonteranoa with th• Solicitor 

Genaral on October 2, 19(2, relativa to an application for 

certiorari in thia caae, he autaorisad tha filing of a 

petition. Two prinoipal grounda will be atahd in the 

patitiona (1) taat the court errad in holdiag that the 

statutor:r preaaaption oonoerning tae aoou.ulat ion of earn­

ing• h:r holdiDg aad innet.at oeapaaill &cl DOt in 

• 
• 
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eubetanoe .. an &DJthi.Dg; and, (2) the cowt enecl ill 

eubatituting ita juclplllt for tlt.at of tke Board of Tax 

Appeal• upon the ultlate facta founcl b7 the Board, Unclu 

the deoieion of the Board there ia clue froa the taxpa7er 

a defioienc7, with intereat, aggregating approxlaatel7 

$7,000, 000. 

18. Propoucl Chal!ge ill Big Plant Faollitha Contract 

to Veat Title in GoTerDaeDt, The Glenn L. Martin Coapt.DJ 

haa an aaergeno1 pl ant facilltlea oontreot under which it 

ia conatruoting aircraft faoilitiea, eatt.ated to coat 

approxi11atel7 $27,000,000, J. oloaing agrn•nt haa been 

requested to tile effect that auoh amount ahall be included 

in groaa inooae with offaetting clecluctiona for the coat 

of perforal.ng the work. The company lt.u auh•ittecl a 

propoaecl .... ~nt of ita contract which will proTide tlat 

title to tae faoilitiea ahall be in the GoTerua&Dt but 

whioh oontaine 110 proTiaion for the Gonr~~aent t o han 

title to the land except b7 aubaequent purcbaae; ancl (1) 

the taxpa7er ma7 require the GoTir~~a~nt to remoTe the fao­

ilitiea including the buildinga, (2) the GoTerument m&1 

relieTe itaelf of the Obligation to re.oTe b7 a tranafer 

to the tazpayer or ( s) tu Oonr-nt • 1 leaae the lancl 
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underl)'ing the building• !or a ptriod o! 25 r-are, at the 

end of whloh title thereto will paa1 to the contractor. 

There ia ~ow under con1ideration a propoaal to allow the 

requested treatment, provided that the tarparer agreea 

to an adjuatment to incoae if and when title to the 

facilitie• pa11ea to tbe taxparer or the ccapanr approp­

riate• them to ita own uae or requirea the GoTeruaent to 

tear down the builclillga. 

The following work waa done under the auperTiaion of 

!aaiatant General Counsel Cairn•: 

14. Propoaed Legialation Relating to Suap•n•ion of 

Cuatou Barrilra. The !rar, laTJ, Board of Economic War-. 
fare and aeTeral other goTeruaental agencita haTe been 

tndtaTOring to han a bill i .ntroduoed ill Congrue authorising 

the Pruident to e111pend lawa or regulationa, illoludillg. thoae 

impoaing cuatou dutiu, wbich are found to impede the 

free tlow ot aerchandiae, peraon1, or information into or 

out of the United Statu. !iter participation in an 

inter-departmental aeeting held by the Bureau of the Bud-

get and in the reTiaion of a draft of a bill propoaed b7 

the Board ot Joonoaic W&r!are, the Chief Counael'• Office, 
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Bureau of Cuatou, prepared a letter infor.ing the Bureau 

ot the Budg!Jt that the Departunt ia in a;rapat~ with 

the underlzing purpoae of the bill but, in the abaenoe 

of more apeoifio information regarding ita intended 

practical application, ia not in a poaition to expr••• an 

opinion regarding the pro"t'hiona of the bill ihelt, 

15, Propoaed Legialation to iooord Free Importation 
' 

of Gifh bz irud Forcu. The Chief Counael • 1 Office 

prepared a letter to the Chairaan of the Senat e Commit tee 

on Finance reporting at hie requeat on S. 2825 "To accord 

privilege• of !ree importation of articles consigned or 

addreased to an indi"fidual inaide the United Statea aa 

a gift bz a aeaber of ita araad foroea who ie on dut1 

outeide of the United Statea•. The report called atten­

tion to a nuaber o! adJainiatratin dirtioultiea which1Duld 

be encountered if the. bill were enacted in ita preeent 

fora and auggeated that the language of S. 2851, a similar 

bill, would onroou -nz of the dH!ioultiea. It na 

atated that if the bill .were re"t'iaed to olarif7 the point• 

diacusaed in the report the Departaent would interpoae no 

objection to ita enactment • 
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16. Clai.u of Gonl'JIUat ,Yt.ln~t Colleotora of 

Cuatoma (For deaoription aee 1uguat 1942 report, it .. 

17). The Chief Counael'e Office, Bureau of Cuato .. , 

prept.red 1. letter to the Chair.aa of the Houae Co..tttee 

on Cla~ reporting at hia requeat on H.R. 7518, a bill 

"For the relief of Bernice J7ke, ll'thur P. Fenton, Ct.rl Jl. 

Moore, and Clifford W. Pollock". Kra. J7ke ia at preaent 

collector of cuatoma at Clenlana, Ohio, )(eaara. Fenton 

and lloore t.re fOl'aer oollecton at that port and Kr. Pollock 

ia aaaiitant collector and fonaer acting collector there. 

The bill would relieTe thoae indiTiduala from liabilit7 

to the GoTernmant which aroae aa a reault of the embessle­

aent of GoT~rnaant tuna. b7 their aubor4inate, Jldwin )(. 

llcCart7, foraar deput7 collector of cuato .. at li::ron, Ohio, 

proTidea the7 aaaign to the United Ste.tea their right• of 

n conrr uader XcCe.rt7' a bona. The report atatea that 

none of the in41Tiduala waa in aD7 wt.T illpliot.ted in the 

eabeuleaent and, in Tin of the ciro11111tanoea of thia 

p&rtioult.r ot.ae, it i• the Tin of the Department that 

tbe bill h aeritorioua. · 

17. S. B. Pelliok & C~Jll Caae (For deaoription 

111 Sept..ber 1942 report, it•• 18) . Thia c.pt..DT obtt.iDid 

Regraded Unclassified



237 
- 15 -

a contract to 1uppl7 the laT.r wita 5,000 ouaoe1 ot codeiDI 

sulphate. Supplie1 ot codeine 1ulpb&te were aTailable, 

but the coapan;r wi ehed to unutacture the drug f rom crude 
• 

opium, and inaiated that ita order tor orude opiua tor 

thia purpose was entitled to priorit;r. Ta~War Production . 
Board, upon the adyioe ot the Coa.iaaioner ot Jarootiee, 

retuaed to enforce coapliaace with Peniok1a order to par­

chaae crude opiua. S. B. Penick & Comp&D¥ then obtained 

a hearing before Aa•iatant Secretary ot the TrtaiUI';r 

Gaston, alleging interference b7 the Co~aaioner of 

Narcotica with tat aaaerted right ot the Coapanr to haTe 

ita priority on the order tor crude opium antoroed. Tae 

hearing waa held on October 2Srd and full opportunity waa 

granted the Penick Coap&RT to preaent tTidenoe and argu­

ment, and the Co.adaaioner preaented a atate .. nt of hia 

acthitiea in the cue and the reaaona thtrttor. ){r . Gasto11.'a 

deoiaion waa reaerTed pending reotipt ot a brief t roa the 

Penick Coapany to be tiled after ita attorney• had rtTiiWt~ 

the typewri tt111. record of the hearing including all u:­

hibita . 

18. War Production Board DirectiTt No. ~0 (For 

de1cription aee Septtaber , 1~42 r•port, itea 82). Thia 
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direotiTe, dated October 6, 1942, e~er1 the Coaai••loner 

ot Narootio• to exeroiae authorit7 under Title S ot tae 

Second War Powera !ct with reapect to the allocation of 

narcotic drug•. -:Jh or de~ ia being prepared in the Bureau 

ot Narootic• aettlng forth the manner in whica the dele­

gated power will be exerci .. d, 

19. Court Regiatrz ~nez Depo•ited With The Trea1urer 

of the United Statea. !n opinion, addreued to )fr, Bar­

telt, 'llbich wu prepared b7 lfr. Blt.biD&ll and lfr. Kezer aud 

signed on October 6, 1942, concluded (1) that a minor 

claimant to money in the regittrz of court, depo•ited with 

the Treaeurer, thould follow the utual procedure tor other 

claimants proTided in 1ect1on 996 of ReT. Stat. (U.S.C., 

title 28, tee, 852); and (2) tbet Federal oourt1 .w.t de­

poait with the Treaeurer 110Dt7 held in ih reghtry longer 

than !1 Te zean, whether or not the olaiunt h a ainor. 

· 20; Stop Watch u .. d bz Bureau of the Klnt. h 

opinion, addreued to )fr, Thoapton, whloh w aa prepared 

by)fr . Tobolow•k.r and tigned on Ootober 12, 1942, concluded 

that the uu of a •top watch in llint operation• to tut 

certain new equipment, and not for 111e in e•tabli•hing 
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•any price or piece work rate•, i a not forbidden bz law, 

t.lthough Congreu aeeu to han npnued a general policz 

againet the uee of atop watobea, 

21. Purcb&ae of United Statea SaTiaga Bonde bz the 

Wife of the Secretarz of the Treaaurz, i n opinion, 

addreaaed to Seoretarz Korgentb&u, which waa prepared bz 

Kr. Feidler and aigned on October 20, 1942, adTiaed that 

if the wife of the Secretarz uau her own aepart.te lunda, 

and if abe acta entirelz on her own reaponaibilitz, the 

purchaee of United Statea bonda by her would Tiol&te no 

Federal statute, The opinion pointe out, howeTer, that 

the design and purpoee of eection 248 of ReT. Stat. 

(U.S.C., title 5, aeo. 248) 11 auch that the puroh&ae 

llight result in criticim becauae of ethical illpliet.tiona, 

The following work waa done under the auperTition of 

!eaiatant General Counael Tietjena: 

22. 'l'aahiagton, Branclzwine & Point Lookout Rt.ilroad. 

Thil railroad oonnecta with the Pennaylnni& R&ilro&d at 

Brandywine Karzland and run• in a aoutheaeterly direction 
I I • 1 

to Yeob&nloaTille, K&rzland, a dietanoe of about 22 ailea. 

The road la indebted to the United Statea in t4e prlnolp&l 
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amount of $50,000, with intereat in default thereon in the 

amount of approximately $31,000. legotiationa haTe been 

under way for some ti.e to oomproaiae the indebtedneaa. 

Recently, the NayY Department haa taken title to the road 

a.nd h engaged in extenain rebuilding &lid impronunte. 

Proceeding• han been started in the Federal District 

Court at B&lti110re to fix the T&lue of the property taken. 

The Treaaury Department hae been approached by officer• of 

the road, who alao repreaented atockholdere, in an effort 

to arriTe at an amount which would eatiefy the Treasury's 

indebtedneea . Negotiations are being conducted in con­

junction with the Navy Department. Nothing defini~e hu 

yet been settled with r eference to the value of the road'• 

properties . )lr. Proctor ·&nd :Mr . Tietjene are working on . 
' thia. 

23. Expedition of Iaauance of Duplicate• of Checka 
• Loat by Meabere of tba Jzmed ForQAe. RepreaentatiTee of 

the Treaeurer'• office and of the Bureau of iccounta and 

Ur. ReeTee attended a conference to conaider & requeet 

by the War and Navy Department• that the iaauance of du­

plicatea of cheoka La•t by meabera of the armed force• 
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be upedi ted, The War aD4 llaTJ Department. !lad ooaplained 

that too long a period of time el apaed between the receipt 

by the Treasury Department of requhitiont for the iuuanoe 

of duplicate oheoka and aocoap~DTing doouaente in the fora 

of affidavit• or bonds of i~deanity and the final iaeuanoe 

of such checb . From a aUl'Yey of the nrioua ateps in­

lOlnd, it appeared that any undue delay probably reaulted 

from the time required by the Treaeurer'• Offioe to deter-· 

mine whether the original checka had been paid. .ldditional 

personnel are to be uaigned to thh job and it ia belintd 

that the cause of the complaint will be eliminated, 

24. Vol untary Compliance by the President with Salary 

Rsgu!ationa Ieaued by icono.tc Stabilization Director. In 

connection with the deaire erpreaaed by the Preaident to 

comply with salary regulatione recently iaaued by t he 

ioonomio Stabilisation Director, there waa prepared • 

sugg .. ted fona of endorsement to be placed on the checka 

which will be iaaued to cover that part of the Preaident•a 

sal ary which i a t o be returned to the Governm~nt . ~essrs, 

Tietjent and Reevea worked on thia. 
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25. Propo .. d Leghl.a tion i uthorid!!f[ the iooeptanoe 

of a Pel'lll&nent Loan to the United Statu 'by the Boud of 

Truateu of the Natio!W. Gallny of irt. lo!uua. Thtjena 

and ReeTea drafted a bill whioh would authorise the 

Seoretar;r of the Treaaur;r to reotiTe into the Treaaur;r 

u a permanent loan b;r t he Board of Truatua of the 

National Galler;r of .lrt to the Ulli hd Statu a principal 

sum in ouh of not to exceed tin aillion dollara and to 

pa;r intereat on the principal uount of auoh loan at the 

rate of tour per oent per annum, pa;rable aemi-annuall;r. 

Thia authorit;r ia Ter;r aimilar to that enjoyed by. the 

Smithsonian Inati t ution and the Librar;r of Congreaa. 

The tollowi.ng work waa done under the auperrilion of 

iaaiatant General Counael O'Connell: 

26. War CoDIDIDioationa Bou d (For deaoription ••• 

NoTeaber 1940 report, itea 28) . Kr. Shea attended a 

meeting of the Law C...tttee of the Board on October 19, 

1942. On October 26 and 29, he attended joint aeetinga 

ot the Law Caaittee and Coordinating Colllllittee of the 

Board of War Co .. unioat iona. 

27. Oplua Popp7 Control Bill (For deaoriptlon ••• 

• 
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March 1942 report, itea 18). On Ootober 1, 2 ana 5, 1942, 

l(r, Shea ap~ared with COJaiuioner 1nal1nger before tha 

War e and Keana Committee, and teatlfied at executive 

aeaaion meeting• in favor of our propoeed legialation, 

H.R. 7568, "To cliaoharge more effectinlr the obligation• 

of the United Sta-tea under certain treatiu r elating to 

the manufacture and cliatribution of narcotic ~e, br 

providing for do .. atio control of tae production aAcl clia­

tribution of the opiua poppr ana ita produeta, ana for 

other purpoata". Supporting JD&teriai and umorana111l on 

thia bill were prepared b7 Kr. Shea and Kiaa KoDuff, The 

Committee voted to report the bill favorabl7. it the 

requeat of Chairaan Dougaton, a committee report waa 

prepared and eubllitted to hia, 

28. Propo11d !Agillation Relating to Suapendon of 

Cuatou Barrhra. On October 15, Kr. S~ck attelllled a 

conference with Bureau of Cuato .. offioial a at the Bureau 

of the Budget on propo11d legialation rda ting to tha 

auapenaion of ouatoma barri er• for the duration of the 

war, The Treaaur1 Departaent aubaitted a bill, in reaponae 

to t he Pruident•a clireotion, whioh wu lWted to ouetou 

barriera betw"n the United State• allll Canada, and the 

• 
" • 

• 
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Board of Econoaic Wt.rfue reco-nded that the bill be 

broadened to include other oountriea and to permit the 

suspension of other laws adveraelr affecting iaporta and 

244 

-:;-Nporte in connection with the war effort. The confersu, 

which included representatives f roa the War, NaYJ, State, 

and Justice Departaenta, War Produotion Board, and Board 

of Economic Warfare, supported a bill along the linea of 

the Board of Econoaic Warfue proposal. J. drafting co•­

mittee, on which the Treaaurr Department was represented, 

was appointed to prepare a draft which is to be submitted 

to the President as being approved b7, or not objectionable 

to, all the agencies involved. 

29. Green Silver Bill. On October 14, Mr. Shea 

attended a hearing held b7 the Senate Ban.lcing and Currencr 

Committee on S. 2768, "To authorice the uae for war pur­

poses of silver held or owned b7 the Unitea States•, 

introduced br Senator Green. 

SO. Federal Reporting SsrYicea Bill (For description 

see September 1942 report, item 81) . Mr. Shea appeared on 

October 8, 1942, before the Senate Special Committee to 

Studr Probleu of s ... u Buaineu and teatif.ied in fnor . 
of the exemption of the agenciea of the Treasur1 DepartaeJt 
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!rom tile proTiliona of S. 1666, --ro ooor.UD&te federal 

reporting nrTicu, to elilliD&te duplication 1.1111 recluoe 

the co1t of 1uch aerTicea, and to al.nilliae the burdena 

of !urnillbing reports and in!ol'IUt1on to gonrmunta.J. 

agenciea•. At the requeat of that committee, a draft of 

an amendunt wu prepared b;r Klu )(cDu!!, whicllw ould u­

clude from the proTiaiona of the bill intor.ation per­

taining to the oollection of reTenue, aa!eguarlllng of 

the public moniea and aecuritlee of th.e United Statu, 
• 

auperTieion of Nationa.J. bankt, and the enforcement of 

penal lawa. Mr. Shea oonterred with the Senate Legiala­

tiTe Counsel on October 14 and attended a oon!erence held 

by that committee on the bill. Sub•equentl;r, he aa1iated 

Kr. Charle1 Daughter•, the Clerk of that co.aittee, in 

the drafting of the Senate Co.Utt11 on Bducation and 

Labor'• report on S. 1666. A fnorable report Wll Mdt 

on the bill, which giTel the Director of the Budget 

authorit;r to oontrol the collection of in!oration by 

GoTernaent agenoies and require• the transfer of information 
' 

from one agency to another. At the reque1t of thia Depart­

ment the oo-.lttee reoo•endecl an aundaent prOTicling for 

the exeaption of the Treaaur;r Dtpart.ent !rom the proTiliODI 
• 

of the bill. 
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81. Propo11d becutin Order .lutAorhbg the 

TreUUJ'l Depart.n.t to Contract for .lrchiteotural ana 
Engineering SerYioea. .l conference waa held with the 

Bureau of the Budget on October 81, 1942, with reference 

to the prcpoaed Executhe Order authorising the Trnaury 

Department to contract for architectural and engineering 

aerrlcea and lilliting the feu to be paid for auch aer­

Yices. Thie order is necesaary in connection with the 

~aaian oil refinery program and the Ruaaian power plant 

program. .la a reault of the conference, the ExecutiYe 

Order waa redrafted ao aa to proTide that it ahould apply 

only to lend-lease projecta . There were no other aub­

atantial changea. Mr. Shea, with )(r. Darla and Kr. Harding 

of the Procurement DiYiaion, preaented thia .. tter &D.d 

prepared the final draft of t he or der. 

S2. Propo11d Jxeoutin Ordu .luthorbi'bg the 'lreuurz 

Department t o .lequire and Dhpoae of Proputz. it the 

request of )(r . Cbarlea Bell, a propoaed Exeouti Ye Order 

was prepared b7 Kiaa ¥oDuff to aut~riae the Seoretarr 

of the Treaaury to exercise, through auoh offioiala of 

the Departaent u he uy d11igate, the power contained 

in Title II of the Second War Powera .lot, 1942, to acquire, 

uae, or dhpoae of any real property, t•pcrary uae thereof, 

• 
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or other intereet taerein, that •ball be de ... a naoea1ar1 
for war purpoee1 . In oonneotion with thi• propoaed Order, 

Jliaa :MoDu!! prepared a JUIIOrandum oonoluding that it 1a 

doubtful whether the taking of tpaoe b;r the Treaaur;r De­

partment in co .. eroial buil ding• in thoee inatanoe1 when . . 
apace ia n oat ed b;r thi• Departaent to aooomaodate tae 

expanding n11d1 of the 'far and Na?J Departunta would be 

a oondeliD&tion of epace for a war purpoae within t.hl 

meaning of the Second 'far Powera Act. 

33. Directi n of the War Production Board (For 

deacri ption aee Septeaber 1942 report, item 32) . War 

Production Board Directive No. X i eaued on October 6 

(Federal Regiater, Vol. 7, page 7938) delegatee to the 

Bureau of Narcotica, aubject to the euperviaion of the 

Seoret ar;r of the Treaeur7, autborit1 with reapect to the 

allocation of narcotic druga. The Directive reaervea power 

in agenciea of the 'far Production Board to iaaue future 

ordera regulating traneactiona in narootic druga; but 

further providee that no preferenoe rating heretofore 

or hereafter aaaigned, applied or extended b;r any pereon 

shall have any 'binding effect w1 t h rnpaot to any trana­

action in narootio druga unleaa the Bureau of Narcotic• 

• 
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1hall expre11l7 10 order. Mr. Speok Aanaled thi1 .. tter. 

84. Counterfeiting of Ration Book• and Carda. ltter 

attending a conference, at wbioh reprelentati Tee of the 

Secre t SerTice DiTieion and the Ottloe of Price 1da1Di•­

tration were present, Kr. Ranta prepared a draft of an 

executiTe order tran.terring to the Secret SerTioe DiTi­

•ion the juri1diction to inTeltigate counterfeiting of 

ration booka and cards. The Office of Price 1dmini•tra­

tion duiru the Secret SerTioe Dhillon to innatigate 

such counterfeiting and will 1pon1or the promulgation of 

the order. 

85. Photo1tating of Po•tage Stampa. 1 letter waa 

prepared b7 Kr. Ranta tor ·Kr. Bell' • 1ignature authorising 

the Office of Cenaor•hip t o photo1tat cancel ed and uncanceled 

poetage 1taap1 on conn and co•uDicatione in oouection 

with the oeneorebip work of that ageno7. 

86. Coaproai1e Offer•. The otter• .. a. b7 B. J. 

Harrell, Ea1t..n, Georgie; Frank Grauo, ()&)eland, Calif­

ornia; and 1uguita 1. Fitch, Coeur• d'ilene, Idaho, in 

1ettlement of claial in faYOr of the' United State• were 

dul7 ~ccepted b7 the 1cting Seoretar7 of the Trea1ur7. 

Mia• McDuff handled the•• oaa••· 

• 
-
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37. Di1ai11al of Indiotaent•. Letter• were p~eparea 

by Kr. Ranta to i11i1taat Attorney General Berge adTiling 

that thia Departaent had ao objeotion to tat ditai11al of 

the following indiotunh for forgery of Gnermunt oheob: 

Jeaae Kennedy and Clyde Reed, proTided taat leaTe be ob­

tained to restore the caeea at a f uture date; and SteTan 

Poco a. 

sa. COngpllliODel lotion on Treaaurr-aponlorea 

Legialation, (a) White Houae Police Force Reoruit:unt, 

On October 2, 1942, the House conaidered ana paaaed by 

unanimous oonaent S. 2584, our bill to permit the appoint· 

ment of White House polioe, in acoordanoe with the ciTil 

aerTioe lawa, from aouroea outaide the Ketropolitan and 

United States P~rk Police foroea. The Preaident approTed 

thh legialation on October 9 and it beo ... Public Law 

No. 738. 

(b) G. F. illen Relief • . H.R. 6990, our bill for the 

relief of G. F. illen, Chief Diaburaing Offioer, Trea•Ul'1 

Department, and for other purpoaea waa paaaed by the Houae 

on Ootober ·s, 1942. The bill waa referred to the Senate 

Comaittee on Claiaa. 

(o) Opt\. Pom Control Bill. H.R. 7668, "To di1oharge 
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more etfecti nl7 the obligation• of the United Statea 

under certain treatiea relating to the manutac~e and 

diatribution of narcotic druga, b7 providing for doa,atio 

control of the production and diatrlbution of the opla 

poppy and ita product., t.lld tor other purpoaea, • na re­

ported wl th minor t.JUndaenta b7 Repruent&ti n Doughten, 

!rem the Committee on Waye and ~eana on October 12, 1942 

{Report No; 2528) . It was paaaed b7 the House on October 21, 

1942, and referred on October 22 t o the Senate Committee on 

Finance. 

The following work was done under the auperviaion of 

~. Klaus, Special iaaiata.nt to the General Counsel: 

39. Investigation of Tax-Exempt Subveraive ?rganiza­

~ {For deacription aee Jul7 1942 repor t , item 31) . 

Considerable time was devoted to the project begun in the 

latter part of September of inveltigating tax-exempt su1-

veraive orga.nizationa . Thia inveatigation na launched 

wi t h the following thoughts in mind: {1) a aubveraive 

organization ia not entitled to tax exemption; {2) regard­

leta of the amount of tax involved, it ia deairable that the 

Treaaur}' remove a111.Gover111Unt approval that might be b.plied 
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b7 tax exemption; and (3) 1uch an innltigation witllin 

the Trea•ury or b7 agent• of the Trea1ur7 would incidentallr 

provide background information leading to caaea ~pon which 

the proper Governaental investigative authoritie• could 

afford to concentrate. Cooperation and liaiaon in thia 

1110rk ban been etteoted with FBI and with the Special lft.r 

Pcliciea Unit of the Departaent of Ju.tioe , 

icting on evidence produced aa a ruult of this in­

vestigation, Mr. Wenohel, Chief Counsel of the Bureau of 

Internal Revenue, revoked the tax-exempt statue of the . 

German-American School ieaooiation of New York Cit7. The 

evidence proved that the School iaaociation, dominated 

by the Nazi Vollc1bund tuer daa Deutachtum 1m iu.l:and, waa 

training German-imerican 7outh in Nazi doctrine. Inveati­

gationa into other activities of the V.D.i. in the United 

States are being maie. 

40. Bapionage and Sabotage Poaaibilltiea in Ocean 

Shipping (For description see i~uat 1942 report, item 54). 

i supplemental investigation (following a Foreign FUDda 

Control inveatigation) was undertaken of the Draeger 

Shipping Compan1• The purpo1'e of thh innatigation waa 

to read all German correspondence and recorda (which had 
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not b"n done) w1 th a Tin to dehndl!ing the role of the 

Draeger Shipping Company in ~asi aotiTitiea, and to aa­

oertain the pattern of Nazi aubTeraiTe aotiTitiea in other, 

eimilar, ixia-oontrolled waterfront enterpriaea. Beoauae 

ot certain clifticultiea, and purauant to inatructiona, thia 

inTeatigation waa dropped. 

41. En.., Propaganda. it the request of Kr. Gaston, 

the magazine VOICI was innatigated. in opinion, which wee 

written by Mr . Klaus, aet forth tTidenoe demonetrating 

that the magazine ia a publication deToted to propaganda 

for Vichy and the ixia-collaborationiata . 

42, Studies . (a) Examination ot the reoordo taken 

from the Board of Trade for German-American Commerce, the 

Italian National Inatitute of ixohange and the Ger.an­

imerican Bund oontinued, and pertinent infol'llation waa 

aent to t he proper GoTerumental agenoiea. 

(b) Cablea, aeized trom the recorda of CheaDTco, Inc., 

and decoded, were tranalated and oopiea aent to interested 

agencies. Theae cables haTe contained in~ereating infor­

mation on the rubber situation. 
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The .following work waa done under the aupemeion of 

Assistant General Counsel Bernatein: 

43, Estates (For description aee September 1942 re­

port, item 47) . General Licenee No, SO! and Public Cir­

cular No, 21, relating to the adminiatration of blocked 

decedents• eatatea, were iaaued on October 28, 1942, 

General License No . 3Ql authorizes transactions incident 

to the administration o.f. United States aaseta of blocked 

estates in 'llhlch the decedent wu not a blocked national . 

Any property paid or distributed to a blocked national is 

subject to the provisions of the Order. The gener&l li­

cense alao authorizes limited acta of administration of 

the United States asaeta of any other blocked estate. 

Public Circular No. 20 pointed up the pertinent pro­

visions of General License No. 30! and indicated the 

u:anner in which the Treasury Depart:aent would achainiater 

the blocked estate program. Xeaara. Luxford, Aarons, 

DuBoia and llk worked on these attera. 

In connection with the completion of other ae­

pecta of a comprehensive legal-adminietrative program, 

consideration ia being given to a propo1ed general 

authorization to extend the principle• of General Li­

cenaea No1. 80 and 8Ql to iDdividuah who are tr111hea 
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of truth or prcliau of aiDOra and ino011petente. 1 

atud;y h preuntl;y being made b;y Ke11r1. Luxford, larolia, 

Golding an~ ilk. 

''· Remittancea (For deacription aee September 1942 

report , i tem 49) . Public interpretat ion No . 7 waa i aaued 

October 171 1942. Thia interpretation pointed out that 

General Licen.aea Hoa. 82 and 38 were lilllited to remittano11 

to indhiduala onl;y for t he purpo .. of defrari.ng the ex­

peneea of auoh indiTiduala and their houaeholda, an;y other 

remittance• to be effected onl;y purauant to apeoial Treaaur;y 

~epartment lioenae. Yeaara. Luxford and Golding worked 

on thh . 

45. RetroaotiTe Caaea - General Ruliag No. 12 (For 

deacription aee September 1942 report, item 50) . In 

conjuaction with the acbainiatration of Gentral Ruling 

No. 12, a confidential circular inatruoting the Federal 

Reaene Banlca w1 th rupect to the trea bunt to be ginn 

retroactiTe caeea, in ao far aa the technique and manner of 

lioenaing 11 oonoerned, haa alread;y been iaaued. 

,6. Latin laerioa. (For deacri ption aee September 

19'2 report, itea 68) • . (a ) lrgantine Progru. The fol­

lowing action waa taken to iapleaant certain apeoific 
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meaaurea, auggeated b1 thia Departaent and ~proved bT 

the State Depart..nt, which are deaigaed to iaple .. nt to 

aoae extent an !! hoc progru in .lrgentina: 

{1) The naua of 64 fll'IU and peraona 1ir .ll'gentina 

haYing unaathfacto17 ratinga according to the recorda of 

the World Trade In:elligence Diviaion, together with •ua­

urha of certain intor..tion conoen.ing the undeairable 

aet iYitiea of IUch peraone and firaa, were forwarded to 

the State Department. It.waa propoaed in tha letter that 

theae peraona and firma be aubjected to ad hoc freezing 

action immediate11.and be given immediate conaideration 

for incluaion in The Proclataed Liat. Theae oaaea were 

diacuaaed at Blttinge attended b1 repreaentativea of the 

State and Treaaur1 Departaah. The State Depart..nt 

approved the !.mediate application of ad hoc freesing 

action to « of theae persona and firaa. J.ppropriate 

inatructione han been iaaued to the Federal Reaern Banks 

ordering that IUoh persona and fil'lll be !! hoc blocked. 

{ 2) The -• of over 180 indiTiduall in .lrgentina 

who are oloael1 ooDAtcted with firaa on The Proclat..d 

Uat were forwarud to tilt state Departunt • .It na, alae, 

propoud taat auoh Uaalviduala be allbjeoted to ad hoc 

freeainc aotion t..ediatelT• 

-~.-· 
~ 

.. 
'• 
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(8) .l liat of exolwlge hou11a in .lJogmtina 11hioh han 

continued to deal in dollar ourreno;y tranaaotiona in the 

black market waa forwarded to the State Department, with 

the 1uggeation that theae firaa be 1ubjeoted to ad hoo 

freesing action t.mldiatel;y. 

(4) The application of ad hoo freesing action to 

Banoo de 1a ProTiDoia, Banco de la Naoion, Paaqual Bel'MDOa, 

and action with reapect to Shaw, Strupp & Comp&J~T were ing­

geated· in order to enable thia Depart .. nt to auperTiae the 

transaction• aubject to our juriadiction which are en-

gaged in b;y auch fira. )leaara •. DuBoh and KoekoTits 

worked on theae mattera. 

(5) There waa aub~tted for the conaideration ot the 

State Departaent a pr0poaed general ruling which exclude• 

tranaaotiona betw .. n persona in iuJ'Opt and per10111 in the 

Aaerioan Republica froa outatanding general lioenae• and 

required that before an;y such tra111aotiona .. 1 be engaged 

in, the;y auat raceiTe the apeoific apprcTal of the Trea•­

ury Departaent. llr. DuBoia handled thh matter. 

(b) In General. .l nuaber of probleu inwlYing the 

Latin .laerican Republica were handled b;yllr. DuBoia, 

including probl ... ariaing in oonneotio! with tranuctiona 
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betwun thh count17 &nd the Latin .bnlc&n Republica 

end proble .. eriaing in oonneotlon with the freeaing 

control lewa of the Tarioua Latin imtrlo&n Republica. 
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47. Neutral Europeen Countrit~ (For duoription•e 

September 1942 report, item 64). 1 oonterenoe wea held 

with repreaentetiTea of the State Depertaent on General 

Ruli~ No. 16 ftich thia Depertaent h&a propoaed be . 

iaaued, which would proTide, with cert&in ia~rt&nt n-· 

ceptiona, that eaaeta held in the ' United State& for peraom 

within the European oountriea may not be withdrawn for 

any purpose until the identity of the true owner of such 

aaaeta,. on the date the freesing order wee extended to 

such oountriea , wea established and until it wea eateb­

liahed that no trenafer of &Df intereat in auch eaaeta 

h&a been aede since that date, except trenafera licenaed 

by the Treeaury Department. Subat!uentl7, e lette~ which 

wea prepared b71lr. DuBois, wu .. nt to the State Depart.Jt 

&drlaing that the adoption of thia program ie eaaenti&l in 

order that thia Depert.ant may cerr7 out ita reaponaibilit7 

to tully protect eaaeta in thia country belonging to par­

aona in the oooupied countriea end to prtTent the enemy 

froa uaing looted aneta in the furtherance of the enO;r 

war et!ort. 
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48. United N&tiona Declaration (For cllacription ••• 

August 1942 report, item 68). i reliaed text of the pro­

posed declaration by the United Nationa relating to the 

transfer in territories occupied or controlled by the 

Axia of property rights and intereata waa received !rom 

London and studied by thla Departunt and the State De­

partment. Thia Department adliaed the State Depa.tllent 

by letter of ita approTal o! the propoaed declaration. 

Hr. DuBois prepared thia letter. 

49. Procedure !or Ad Hoc Blocking Persona Outside 

of the United States . A detailed procedure waa developed 

for the !! hoc blocking o~ persona outaide of the United 

Statea by deaignating them aa "apeolally blocked nationals". 

Thla procedure waa embodied in Confidential Circular· No. 

158! which waa aent to all of the Federal Reserve Banke . 

Under thia proct4ure not only are all the acooWlta, safety 

deposit boxea, apecial acoounta, etc. of specially blocked 

national• !rosen, but al•o all commercial and financial 

tranaactiona in which any au~h peraon haa an intereat are 

effectively prohibited except purtuant to license. Pro­

vhion h made ao that wide dlatribuUon of tlw 11&11111 of 

peraona dedgnated u tpeolally blocked nationala will ·be 
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gi•en, including notif7ing banka, brokerage houae1 , 

shipping oonoerns, and ot.her inatitutiona handling 1 

substantial Toluae of buaineaa for foreign aooounta, 
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The procedure deTeloped in Confidential Circular No. l58l 

has alread7 been uaed for the !! ~ blocking of peraona 

in !rgentina under the !rgentine prograa. }lr, DuBoh 

hlndlri thil . 

50. Trading With the lne!J (For description see June 

1942 report, it~ 63), l number of probleaa hiYe arisen 

relating to tranaactiona b7 branches of United Statu con­

cern• in Burope with persona within eneJI,Y territor7. 

Seyer&l oonterenoea haTe been held b7 Mr. DuBoia with 

representatiTea of the State Departaent on these aattera • 
. 

One ot the moat iaportant of. these ouea inYOlns dealing• 

b7 I .T.&T. with Ger-.anr, including the aanutaoture of 

radio tranaaittera for the Ger.an ~· 

51, Certifications Under Section 25(b) of the Federal 

ReserTe lot (For ·deaoription aee Ka7 1942 report, itea 57), 

l nuaber of lioenaes, notification• and oertifioationa 

purauant to section 25(b) of the Federal RessrTe let, in­

TOlTing the aooounta of friendl7 refugee goTernaanta, haTe 

been reTiewed b7 Kaaare, DuBoi• and So~rfield. 
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52, Currency Prograa (For ieaoription ate Septcaber 

1942 report, itea 65).· (a) ! preaa releaae waa iaeuei 

calling attention to the taot that after Ootober 81, 1942, 

persona entering the United Statu troa anz place other 

than Mexioo, Great Britain, Btl'llUda, Canada, and NewtoUDd­

land will be required to turn oTer to the Cuatoaa authori­

tiea all -ot their currenoz in noue of $50. 1'hia ruling 

had the effect of aupereeding a prnioue requirfiiMnt that 

all currenoz in excen of $250 be turned onr to Cu.tou 

authorities , Keaira, Luxford, DuBoie ani Raina handled 

thia lll&tter . 

(b) Big lloney Progr&ll. Doc\Dienh, which ban been 

prepared bz Keure, Luxford,· DuBoh and Raiu, proTide 

for the calling in of all Uni ted Statea ourrencz in bill1 

of $500 denoaination and onr, and proTide that thez .aat 

be depoeited in ao .. etio bank• for exchange into bill• of 

$100 denoaination or ..aller. on or before a deadline date. 

Under thh progru P.'raou and bank• ouhide of the 

United Statee aaz depoait the ourrenoz being held by thea 

in looal banking inatitutionl, ~ioh will take auch cur­

rencr on a collection bull and which •1 forward auch 

currenoz to a le4eral ReaerTt Bank in the Unite~ Statea • 

• 
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The purpo .. underlTing thh prograa h to acco~~plhh a 

further step in the prnention of the introduction in 

the United State• of looted currency, much of which ia 

in billa of large denomiDAt~. 
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(c) i procedure waa worked out by lliaa Goode with 

respect to persona arriTing in or depart ing !rom the United 

States where such persona haTe aadt !alee declaratione con­

cerning currency in their poneuion aDd a.!!ected b7 O.n­

eral Ruling No. 5 or General Ruling No, 14. 

(d) General. i number of general problema haTe 

arleen in connection with our currency control plan, in­

cluding drawing of general authori&ationa; further work 

on the seamen's currency program; drawing a notice to 

travelers to be poeted generally throughout the United 

States; and endeaToring to secure stricter cuatoae con­

trol over incoming cur rency at the border. J.!r , Raina and 

lliae Goode are working on these problema . 

SS, Cenaorahip (For deacription aee September 1942 

report , item 66). {a) New oenaorehip regulatione which 

the Office of Ceneorehip propoeea to ieeue in the near 

future have been rni ewed by){r. Raina and Kill Goode 

a.nd aeveral aeetinga han been held wi th representative• 

of the Office of Cmaorahip. 
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(b) DooiiMnh were drawn up b1 1ll'. Raiu in oonneotion 

with the propoeed oenaorahip and other oontrola over the 

movement of oheoka and drafta between the United Statea 

and other oountriu. 

( o) .t. oonterenoe relating to t bll handling of postage 

stamps waa held by 1ll'. Raina and Kin Goode w1 th representa­

tins of tbll Office o! Cenaonhip. 

54. Patente, -Trademarks and Copzrighta (For deacription 

see September 1942 report, itea 45) . In the field of patenta, 

study is being given to a complete revision of the existing 

lioenaing procedure . In view of Executive Order No. 9095, 

aa amended, a program is being worked out w1 th the .t.lien 

Property Custodian by wbioh moat aapeota of United Statea 

patent tranaaotions involving blocked intereeh will be 

turned over to the .t.llen Property Custodian, while the 

Treasury Department will retain control ot the patent acti­

vities in blocked countries. Thia prograa oonte•plates the 

amendment of General .Lioense No. 72, peraitting tranaactio11.1 

with reapeot to United Statea patenta wh;oh are authorised 

by the .t.lien Property Cuatodian, the iaauanoe ot a general 

prohibitory ordll' in the field by the .t.lien Propert1 Cua­

todian, and the iaauanoe ot a license covering aspects of 
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these t ranuctioDJ. The Tre&aUJ'f Departllent would alao 

issue, probabl7 aa General Licente No. 721, a docu.ent 

relating to foreign patent tran•actiona engaged in bJ 

American citizens. Measra . Luxford, !arona, Kehl and 

){urphf are working on thia. 

At the request of the Department of State a conference 

was called with reapect to the onrall Gonrmaent polic7 

to be followed on trademarks own.d b7 Gerwan buaineaa 

enterprises both in this countrr and in the other iaerican 
I 

Republica, Meaara. DuBois and Lawler and repreaentatives 

of Foreign Funds Control and of several interested Govern­

ment agenoiea were present. PrelimJ.narr diacuasiona were 

had and varioua facets of the problem explored. 

55. Insurance Problema (For de•oription 1ee September 
' 194.2 report, itea 46). Significant faceh of a progru 

dealing wi th insurance activitiee in which blocked interest 

exieta are being conaidered. The problema presented in 

the ineuranoe field range from t he payment of premiiiiU and 

claim. under policies to the change of beneficiariea. Yost 

of the1e aattera are now handled on a ~peoific license 

baaia, it the present time there i a baing consi dered the 

ia•uanoe of a general lioenle which would eliaiuate from 
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the epeoific license f~eld ainor aattere aDd thoee which 

would ordinarily be approved, The lioenee would alto per­

mit other ineurance traneactione eubjeot to adequate con­

trol , Correepondence bee been had with repreeentativea 
• 

of life end fire insurance groupe u well u with nrioue 

atate and Federal agencies in the field , Keaera . Luxford, 

Aarons, Kehl end llurphf are working on thh. 

56, Securities Control (For description see Septe.ber 

1942 report, itema 60 end 63(e)). (a) llexioen Securities 

Progr&m. Ae indicated in previous reports, the Mexican 

securities plan envisages registration of all Mexican 

securities of certain named iaauee, regardless of by whom 

held. It ia hoped that thie program will be helpful in 

preventing the .lxia from realising any benefits from thia 

property. In connection with ita adainiatration, conference• 

have been held with Senor ilva of the llexican Embaaay, and 

various upeota of the problea atudied by Yeaara. Luxford, 

DuBoia, Raina and Kinakoff. 

(b) General, In the administration of the currency IRd 

securities control under General Ruling No. 5, further atudy 

waa given by lleaara. Luxford, DuBoia and Raina to the 

preparation of dooilllenta to perait the importation of 
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U.S. Gonrnaent 11ouritiea b7 United Stat .. •plo;yu1 return­

ing from the Canal Zoll8. 

}rleura. Luxford, DuBoh and D&1111 &re atudying a progru 

to de&l w1 th the importation into thh countr;y of coupona 

detached from bonda . 

57. Litig&tion (For deacriptlon aee Septeaber 1942 

report, item 48) . (•) General. Brlefa were prepared and 

trial techniques worked out with respect to l&wauita in­

volving For eign Funds Control, Executive Order No. 8389, 

aa a~~enaed, or aeotion S(b) of the Trading with the Enemy 

Act, aa &mended by the Firat W&r Powers Act, either directl;y 

or indireotl;y. Some of theae auita involve the Alien 

Property Cuatodian. eome of them the Treaaury Department, 

and aome of thea the llien Propert;y Cuatodian and the 

Treuury. ill of them are dgnifioant beoauae the;y in­

volve aeotlon S(b) of the Trading with the BneaJ Act, 

&a 111ended b7 the Firat War Powera Act, 1941. 

(b) General lniline and Film Corporation. 1ickelin 

and llexewios, two employeea .of General Aniline & Fila 

who were diamiaaed pursuant to instructions of the 

Treaaur;y Department, brought auit againat the Corporation 

for breach of employaent oontraota. The auit b;y Alckelin 
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was brought in lfew Jeree7 and the one b7 llu:ewic1 in New 

York 1tate . In both caaea motiona for juclgment on the 

pleadings b&Te been made and briefa are being prepared 

to be f iled either b7 the defendant or b7 the United Stat18 

aa amioua curiae . These oases inTolTe the right of t.he 

Treasury Department under Exe~e Order No. 8389, as 

amended, or under section S(b) of the Trading wi th the 

Enemy i ot, as amended b7 the Flret War Powers Act, 1941, 

to direct the diamiual of emplo7eea of blocked corpora­

tiona, They also inTolTe the common law defenses of il­

legality, impossibility, and commercial frustration, 

against the background of goTernmental action. .Yeeera, 

Luxford, !arona, .lllc, Golding and ){urphy are working on 

this caae, 

(c) Suaitomo Bank of Seattle et al T. J. s. Utterback. 

The month of October eaw the tenaination of this caae in 

which the authorit7 of tb& Comptroller of the Currenc7 to 

liquidate a Japanese bank was challenged. i number of 

conferences were held .tth the Comptroller's office and 

the Alien Property Custodian, The Custodian Tested the 

Sumitomo Bank, aaauaed full control OTtr ita affairs, 

and the ault na cliaaiued. )(eura. Luxford, !arona, ilk, 

and Da1111 110rkecl on thil oaae. 
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(d) Stern T. H&llgarten & Co., !lien Property Custodian, 

Intervenor. Drafts of briefs to be filed b7 the Department 

of Justloe in this case were prepared, The !lien Property 
-r'!! Custodian, acting pursuant to aeotion 6(b) ot the Trading 

with the Enemy ict, as amended by the Firat War Powers 

Act, 1941, Tested certain shares of stock held by 

Hallgarten & Co. in the name of Stern et Cie. of Paris, 

France. These ebaree were the subject ot replevin action 

commenced by K&urioe Stern, a former member of the French 

firm. The draft of the Alie~ Property Custodian brief 

was also prepared. It was pointed out therein that a 

repleTin action under these oircumatanoee would not lie. 

The plaintiff in reply contended that, because Stern et 

Cie. bad defaulted in answering, ita rlghte to the atock 

in question were fixed by the default. Subeequentl7, a 

draft ot a reply -brief was prepared and aub11itted to the 

Alien Property Cuetodian, pointing out that unde~ ~eneral 

Ruling No. 12 and the principle• enunciated in the Polieh 

Relief oaee the default in anewering ~ould create no 

additional righte against the United Statea . This brief 

waa f iled by the Custodian. l{eeare . Luxford, _Jlurpby' and 

~lding worked on these briefe. 
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(e) Draeger at al . v. !lien Property Custodian (For 

description aee iuguat 19t2 report, itea 54). Thie is a 

case in which the !lien Property Custodian again acting 

under section S(b) vested certain eharea of etock iaeued 

by the Draeger Shipping Company, Inc., of New York and 

registered in the name of Frederick Draeger, an American 

citicen. The parties involved had been eubject to strict 

Treaeury Departaent control since June 1942 and the ! lien 

Proper ty Custodian had vested these aharee in September, 

1942. Inveetigation had revealed that, in view of the 

activitiea of Frederick Draeger and the Draeger Shipping 

Company, Inc. , and in view of their connection with 

Schenker and Company, G.m.b.h. , Berlin, the beat interests 

of the United States would b• aerved b;r a veating of this 

atock, even though persona who were nominally iaericana 

appeared to have the sole intereet. 

Frederick Draeger and the braeger Shipping Company 

then eougbt to enjoin the Alien Property Cuetodian froa 

liquidating the Company and holding ita stock. Work baa 

been completed on a brief which, it is expected, will be 

filed in eupport of a return to an order to show cause 

and in 1Upport of ~he Cuatodian'a motion to diemiaa • 

• Regraded Unclassified



269 
- 47 -

The oaae involTea, among other things, the effect of 

other sections ~f the Tr ading with the Enea, Act upon 

section 5(b) as amended by the Firat War Powers Act, 1941, 

it being the position of the Treasury that section 5(b) 

stands alone and is independent of other sections of the 

!ct. The case also inTolTes the right of a person affected 

b1 action taken under section 5(b) to enjoin such action 

without exhausting all adminiatratiTe remedies available. 

Meeere, Luxford, !arona, ilk, Proctor, Golding, and Murphy 

worked on this matter. 

(f) Chase National Bank of New York T. t!anila Electric 

Co. (For description see iuguat 1942 report , i tem 61) . i 

pending action brought by the Chase National Bank of the 

Cit1 of New York against the ~nile Electric Compan1 and 

others brings into pla1 T&rious aspects of the Treaeur1'e 

program b1 which a moratorium on Philippine obligations 

was set up. Thia program•s announced by the bsuance of 

General Ruling No . 10! a short time ago. Kesere. Luxford 

and Daum are working on this case. 

58, Hawaiian Scorched Earth Program (For description 

see September 1942 report, .i tem 51). Various aepects of 

the Hawaiian •ecorchad earth• program with respect to 

securitiea and currenc1 phfeicall1 located in Hawaii wee 
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conaidered by llr. Luxford end llr. Murphy. Theee r elated 

to "loose ende" Which still remain to be adjueted. Con­

ferences were held with repreeentetivee of the Bureau of 

Public Debt and the Foreign Funds Cont rol with respect £o 

the safeguarding of securities reporte filed as required 

by t he Hawaiian securitiee program. In the event of 

destruction of Hawaiian securities as a •aoorched earth" 

measure, the reports which ere being sent to Washington 

will form the basis for the reissuance of approximately 

$380 million in securities physically situated in the 

Territory of Hawaii. Consequently, it wae necessary to 

take very cautious and carefully worked out measures with 

respect to the proper filing and indexing of these reports . 

A memorandum was presented inetituting a system of filing 

these reports, which received the approval of the Under 

Secretary, and the program of filing ia now under way. 

59. Territories and Possesaions (For descr iption see 

September 1942 re~t, itema 51 end 52). Conferences were 

held with Mr. Alfred B. Tree, agent in charge of Foreign 

Funds Control in t he Terri tory of Hawaii, and various mis­

cellaneous probleaa with respect to Hawaiian matters were 
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worked out. These problema involved adminietrative re­

adjustments with reepeot to Mr. Tree' a etaft which haa 

been quite seriously depleted in recent months ae well ae 

problema centering about the opening of sate deposit boxea 

as required by the aafe deposit box regulationa, and the 

relationship of the llien Property Custodian, the Office 

ot the lUlitary Gonrnor, and the Foreign Funds Control 

in the Territory of Hawaii. It ia expected that an addi­

tional attorney and two representatives of the Foreign 

Funds Control will soon be stationed in Hawaii to assist 

Mr . Tree . Yeaars . Luxford and Murphy worked on this 

problem. 

Messrs . Luxford, Murphy and Raina prepared documents 

rela ting to the promulgation of programe with reapect to 

other territories and possessions of the United Statee -

principally llaeka, Panama, Puerto Rico, and the Virgin 

Islands - similar to the one in effect in Hawaii. In ao.e 

of these areas, particularly PaDAIIA and Puerto Rico, the 

adoption of a •scorched earth" policy might well be in­

tegrated wi th measures pertaining to the availability of 

currency to the !xis. Yr. James J. Saxon of the Foreign 

Funds Control vieited Puerto _Rioo to eurvey theee problema. 

Further etudy of these aattera ia being given on the basie 

of thia and other tiret-h&nd intoraation • 
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A plan h&a been clnilecl by which ucuri tiu hauecl bT 

or the obligt.tiona or either tba Gonl'IIJICt or the co-n­

wealth or the Philippinea, ita political aubcliTieiona, or 

corporations organicecl under ita laws, and •rrozen• in 

reputable banka in foreign countries within the generall7 

licensed trade area, may be releaaed. The program con­

templated calla for reports of these securities to be filed 

by tba New York agency of the Philippine National Bank, the 

tranemisaion of Form TFEL-2 by the Federal ReeerTe Bank 

or New York to the bank holding the securities, and upon 

tbe attachment thereto, the release of the securities. 

The baeic documents han been dra.fted, cleared in the 

Treasury Department, in the Department of State, and by 

the Philippine GoTernment. At present they are being con­

sidered by the DepartMent of the _Interior and, if and when 

cleared, will be iuued. lleeers. Luxford and Jiurphy worked 

on this matter . 

60. Special Studiea (For description see September 

1942 report, item 61; August 1942 report, item 65). The 

study of German decrees Tie-a-Tis American property ~tuated 

in Germany and in German-occupied territory baa continued. 

Very interesting material hae been secured with reapeot to 

Geraan deoreea gener&117, the currency oontrol 'employed 
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b7 Gel'IDI.D.T within the Reich and conquered areas, and the 

methode used b7 the Germans in exploiting American and 

other property in the occupied areaa . !lao, study ia being 

given by Messrs. Luxford and Minakoff to the problema aris­

ing out of the property decrees issued by the various 

governments in exile . 

! study ia alao being liiAde of the conflicting illied 

exchange and enemy property controls. Thia problea in­

volves the effect to be given to requests by ~llied au­

thorities for the release of frozen property to them, such 

aa the tranefer of blocked funds to the Canadian!lien 

Property Custodian or transfer of blocked balances of 

firma in invaded areas to the free accounts of English 

affiliates. Conferences on theae matters have been held 

with representatives of the State Department and it is 

expected will be held with representatives of varioua 

foreign goverDD&Dta . Keaara. Luxford, Golding and Vurphy 

are working on theae problema. 

Study ia being gtven to the various methode by which 

blocked safe deposit boxes might be required to be opened 

and the contents inspected. The natneu of the problem 

within the United States, vi .. ed in the light of preaent 
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economic oonditiona, makea it extre .. ly deairable that 
11 

simple a procedure aa poaaible be deTiaad. How;Ter, in 

Tiew of the poeeibilit;y that valuable information as well 

as property may be contained in these aafe deposit boxes, 

it is thought ~at some measures along theae linea are 

eminently desirable. Messrs . Luxford and Dalllll are m&king 

this a tudy. 

61. Interned iliena (For description see Septe.ber 

1942 report, item. 53) . The program for handling funds of 

interned aliena was formally agreed upon and an explanatory 

circular was issued to the Federal ReserTe Banks . HoweTer, 

two decisions , dated October 19 and 20, rendered by the 

Comptroller General in response to a requeat from the War 

Department without prior consultation with the Treaaury 

Department i'.&n cauaad a delay in putting this progriJl into 

effect , These decisions relate to the manner in which 

CoiDIDAnding Officers of internment camps must depoai t and 

account for funds of interned aliena, and also to the ques­

tion of the disposition of wages paid by the irmy to in­

ternees . In collaboration with the War Departlll8nt, the 

effect of theae decisions is being atuditd. by )leurs. !arona, 

Lawler and llk. 
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62. Reverse Cenaua (For deacription aee August 1942 

report, item 57(a)) . The Treasury Department announced in 

October that it is considering taking a cenaua of American­

owned property in foreign countries, It ia contemplated 

that thia cenaua wi 11 require reports by peraons and or­

ganizetions subject to the jurisdiction of the United 

States with regard to property located outaide the United 

Stetea owned by auch persona or in which they h&Ye an 

interest. The cenaua would alao require informetion con­

cerning foreign property disposed of or lost during the 

past yeers . Tbia cenaua would complement the census of 

foreign-owned property required by the reports on Form 

TFR-300 and would probably prove of great value not only 

in our war effort but alao the poet-war adjustment. Form. 

upon which thi a report will be filed and instructi ons with 

respect to the filling out of these Forma and tiling of the 

reports are being prepared by Wessrs. Luxford, ReeYes, 

and Arnold. 

63. Census of Foreign Propertz (For ~scription see 

September 1942 report, item 54(b)), Problema arising in 

connection with reports on Form TFR-300, Series L, under 
• 

Public Circular No . 4C are being considered by Wesara • 

• 
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Reeves, Lawler and ! .rnold, Intarpretatione, anewera to 

inquiries, and miecellaneous legal and economic problema 

arising in connection with theee requiremente and with 

respect to those concerning other Series of Form TFR-300 

have also been made . 

64. !lien Property Custodian (For description see 

August 1942 report , item 59) . ! aeries of conferences 

were held with representatives of the office of the !lien 

Property Custodian to i nsure that policies undertaken by 

the Treasury Department and the Custodian, pursuant to the 

delineation of authority outlined in Executive Order No. 

9095, as amended, would be consietent and effective . In­

formation baa been made available to the Alien Proper ty 

Custodian with respect to various organizations, with 

recommendatione as to action to be taken, and he has been 

consulted con.cerning all aspects of joint problema. Also, 

a memorandum on Treasury Department-Alien Property Cus­

todian rela tionahipa has been prepared as the basis for 

the Department's negotiations with the Custodian. Messrs , 

Luxford, Lawler, and Miss Klein have beep cooperating with 

members of Yr. Pehle's staff on the matter. 

65. Inveetigat iona (For deecription eee September 1942 
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report, item 57), i study of the relationship of mar ine 

insurance and foreign freight forwarding to the dissemina­

tion of information of ship movements which may have r e­

sulted in losses is being made . In tbla connection, some 

10 or 12 freight forwarding companies have been investi­

gated and memoranda for the Secretary and the President 

have been prepa.red. The memorandum to the Secretary hu 

been circulated among other Government agencies. Investi­

gations of various newspapers is being pushed. One in­

vestigation in Chicago has recently been completed and 

discussions have been held with representatives of the 

Department of Justice and the Federal Bureau of Investiga­

tion. Messrs. Lawler, Proctor and Moore are working on 

these matters. 

Reports are in the process of preparation with respect 

to the investigation of the French Linea, the General 

Aniline & Film Corporation, Sterling Products, Inc . , Swiaa 

pharmaceutical companies, the Bata interests, the Viktor 

Bator case, the Val Peters case, the Metallgesellschaft 

matters, and the Scfina case. These matters involve ex­

tensive a tudy of ma. terial available from Treasury Depart­

ment files , additional field investigations, and cooperation 
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with various interested Goveruaent agenoiea. Messrs. 

Lawler, Lesser, Yoore, Looker, LinTills and ~okermann 

are preparing the reports . 

278 

Also e number of investigations into violations of ___ _ 

the Order and the freezing regulations by various concerns 

have been conducted. Some 25 investigations were made, their 

subjects ranging from banking corporations to law firma . 

Some of them are being conducted with a view toward turning 

evidence over to the United States ~ttorney and towa.rd 

assisting the Department of Justice in other prosecutions 

which are under way. Messrs. Lesser, Quint, Schwartz, 

Cook, King, Ewing, and Ackermann are working on these. 

66. Ad Hoc Mattera (For description see August 1942 

report, item 56). Eight hearings and two preliminary con­

ferences were held on applications to unblock, filed under 

General Ruling No. 13. Both the conferences and the hearings 

were conducted on an informal basis and operated quite 

satisfactorily. Vesars . Lawler, Proctor and Locker handled 

then matters . 

~t the meeting~ of the ad hoc committee and the En­

forcement and Inv~igative Committee, oonaideration was 

given to the matters presented aa the reault of 1nveatigationa, 
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and recommendations made with respect to action to be 

taken. The committee on Enforcement and Investigation 

considered about 100 matters, Letters were written to 

nine persona requesting explanations of apparent viola­

tiona of the Order. Three explanations were given orallr 

at semi- formal hea.rings, three written explanations have 

been received, and three replies are ret forthcoming. 

Meaara. Lawler, Leeser, Locker and Proctor worked on these 

matters. 

67. Public Rela tions (For description see Julr 1942 

report, item 35(b)) . Messrs. Luxford, DuBois, Lawler and 

Raina participated in the presentation of material at 

another Foreign Funds School held for one week during 

October. This school, which was conducted for the purpose 

ot acquainting special represent& ti vea of the Department 

of State with various aspects of Foreign Funds problems, 

consisted of a aeries of lectures. Various techniques 

emplored b7 the freezing control were explained with 

particular emphasis upon their utilization b7 persona 

attending the school. 

The Handbook prepared for the Inter-iaerican Con­

ference on S7at ... of Economic and Financial Controls is 
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being rniled. Thia rerlaion h being aade with a rln 

toward publiahing the pamphlet aa an explanation of fo~eign 

property oontrola employed by the United Statea Government. 

Messrs . DuBois and Lawler have cooperated with representa­

tives of the Foreign Funds Control . 

68. Kexioan Rai1111'aya. In connection with the prob­

lem of expediting transportation of war materials from 

J,!exico to the United Statu, a prelWnary study wae 111de 

with respect to the ownership of the Mexican railway debt, 

a proposed executive order waa drafted granting immunity, 

by means of techniques similar to those ueed in· freezing 

control, to Mexican railway property moving into the 

United States, and a draft of a press release waa prepared 

showing the neceaaity an.d importance of action taken and 

explaining the operation and effect of the proposed executive 

order. ){eaars. Luxford, DuBois and llinakott handled thie 

work. 

69. United States !rmy Personnel in China. General 

Stil~ell called to the attention of the War Department that, 

because the ~lack market" rate for the yuan is considerably 

lees than the official rate at which United States soldiers 

atationed in China are paid, considerable inequities have 

• 
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resulted. Keesrs. Luxford, Minskoff and Daua studied 

methods of allniating the hardship oau~ed b7 the reduced 

purchasing power of the American dollar in China in the 

light of the Chinese yuan at the present official rate. 

Consideration was giTen to an lot of 1934 which granted 

exchange relief in certain cases where foreign currenc7 

appreciated in relation to the American dollar. 

70. SilTer (For description see September 1942 

report, itema67 and 68) 1 report to the Senate Committee 

on Banking and Curreno7 on Senator Green's. Bill "To 

authorize the use for war purposes of silTer held or owned 

by the United States• was prepared. The Treasury recom­

mended the enactment of the bill and euggested a modifica­

tion of the miniaum price proTision. It was also suggested 

that some use !light be made of the standard silTer dollars 

held in the Treaaur7. ){easrs. DuBois and Brenner worked 

on this report. 

Despite the elaborate arrangements made b7 the 

Treasury for the free flow of newly-mined domestic ailTer 

to industrial users, it was learned that some of the pro­

ducers were contemplating making deposits at the coinage 

mints. Accordingly, the mints were instructed to co•unicate 
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with the Departaent prior to making aet tlement for any 

deposita. Arrangement. were made with the War Production 

Board to attempt to ~auae auoh silver to be sold on the 

marke t . Yesara . DuBois and Brenner are handling this 

matter. 

Upon the receipt of a request for a ruling by the 

Bank of Kexico, a study was made of the problem of the 

price to be paid for silver contained in future depoaita 

of gold. The Treasury ia presently paying 84 cents per 

fine troy ounce for auch silver but the Bank of Kexico 

has requested that it be raised to 44 ~ente . This question 

baa been discussed with the Mint Bureau, the Division of 

Monetary Research, and the War Produ~tion Board. Messrs. 

DuBois and Brenner are working on thl a • 

.t. memorandUIII ns prepared by Kr. Brenner for the 

General Counsel which briefly diacuaaed the hiatory of 

ail var as a 110netary metal, the all ver laws enacted since 

1939, the action taken by the Treasury Depar tment pur­

suant to su~h legialation, the ateps taken to put the 

silver ato~k• to work in the war effort, and the airver 

problema which exiat at the present tima . 

-71. Coinage (For description aee September 1942 

report , itea 69). Keasra. DuBois and Brenner and Yiaa Hodel 
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cooperated with the LegialatiTe Section in the preparation 

ot a final draft of a bill to proTide !or the sUbstitution 

ot other materiala for strategic metale used in minor coin­

age. ll.ar&llda were prepared explaining the proTiaiona of 

the bill and letters or tranemittal to the Congreea were 

drafted. 

72. Pershing Hall (For description eee Septeaber 

1942 report, itea 70) . Mise Hodei and Yr. Branner assiated 

t he office of the United Statee Attorney tor the District 

of ColUIIbia in the preparation of docuunta f or uee in the 

case of American Legion Building Paris Inc., et al. T. 

Henry Uorgenthau, Jr. , Treaeurz. This caae arose out of 

the Treaeury denial of oertain claiaa which were alleged 

to be "indebtedness in connection with Perahing Hall", 

but which the Department found to be indebtedneas of the 

corporation which tonurly owned the building. The litiga­

tion had reachea the stage where the United States 1ttorney 

had ude a motion tor a s-ry judpent and the documents 

referred to aboTe were prepared in support of this ~~ion. 

73. Gold (For deecription ae~ iuguet 1942 report, 

item 73). Hiaa Hodel cooperated with the Bureau or the 

Uint , Seorat SerTice, and the Cuatou Bureau in connection 
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•ith proeecutiona of certain peraona accuaed of aauggling 

gold from Canada into the United States. An appeal in 

the case against Bernard Kuehner of the firm of Kuehner 

& Pines, Ne• York City, ie now pending ~ Buffalo. .A.n 

indictment against C. Sterling Smith ie being prepared 

in the United States Attorney's office in New York. Smith 

was recently aplll'ehended on a trip from Canada to Nn York 

City and oTer 900 ounces of allegedly etolen gold were 

seized from him. 

Problema arising out of the request of the National 

City Bank for the release to . the United States Mint at 

San Francisco for sale to the United States of soma of the 

.gold brought from the Philippinee by Commieeioner Sayre 

were ooneidered by Yea era . !arona, Brenner and Yiaa 

Hodel. 
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l'ftOCUMMDlT DM8101C 

WASHINGTON 

December 8, 1942 

MEMO!WIDUl( TO TlfE SECRETARY: 

285 

There is submitted herewith the operating report of 

Lend- Lease purchases for the week ended December s, 1942. 

Following a meeting with the Clothing Co~~ttee for 

the Relief and Rehabilitation Program yesterday afternoon, 

~lr. J . A. Vieg, Acting Chief, Relief and Rehabilita tion 

Division, stated that he would request the Procurement 

Division to purchase clothing and miscellaneous supplies 

for 5 million persons in accordance with the basic list 

approved by the committee for such needs . Yr. Vieg also 

stat ed that he would approve the purchase of some 7,000,000 

yards of piece goods Wh ich we had purchased for the WP! 

sewing projects inasmuch as this material , and possibly 

substantial addi tional quantiti es of piece goods , will 

not be used by WP! due to ite liquidation . 

' ,K"}l......A( 
tbn'E. Mack 
r of Procurement 
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Allocations 

Purchase i uthoriza-
tiona (Requisitions) 

LEND-LEASE 
TREASURY DEPARTl~NT , PROCUREUtiT DIVISION 

STATEMENT OF ALLOCATIONS, OBLIGATIONS (PURCHASES) AND 
DELIVERIES TO FOREIGN GOVE~tiTS AT U. S. PORTS 

AS OF DECEMBER 5, 1942 
(In Millions of Dollars) 

Administrative 
Total U.K. Russia China Expenses 

$2719 .2. 
(2539.3) 

f l 248.3 
1247. 5} 

f816 .2 
778.1} 

f58 .3 
58.2) 

f3 .7 
3. 7) 

$1960.5 f1147 .1 $751.7 f41.3 -
(1883. 7) 1090 .0) (732.7) 41.1) -

Refuisitions Cleared $1842.0 rll08 .6 f672 . 5 $41.3 -
or Purchase (1794.4) 1076.7) 657.0) (41.1) -

Obligations 
(Purchases) 

t l 754.8 
1731.4} 

~1054 .6 
1047.1) 

r639 .4 
624.2) 

f41.3 
41.1} 

f3 .0 
2.9) 

Deliveries to Foreign 
Governments at U. S. $ 766.6 s 606 .4 f l34 .1 $20 .3 -
Ports• (753 .7) (597 .2) 131.0) {20.2) -

15. scellane oua & 
Undistributed 

f592.7 
451.8) 

$ 20.4 
(19. 9} 

$ 19. 6 
( 19 .6) 

$ 16.5 
(16.1) 

$ 5.8 
(5.3) 

•Deliveries to foreign gover~ents at U. s. Ports do not include the 
tonnage that is either in storage, "in-transit" storage, or in the 
~ort area for nbich actual receipts have not been received from the 
oreign governments . 

Note: Figures in parentheses are those shown on report of November 28, 1942. 

L ·~ • : I 
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LEND-lEASE ADMINISTRATION 

WASHINGTON, O. C. 

December 7, 1942 

Dear Henry, 

I 811 delighted to say that I 
aa today appoint~ng Bor1lhard ltnollan­
berg ao Senior Deputy Ad!linistrator 
or Lend-Lease . 

I aa ......., you will egree that 
hie character, ability, and laloorle4ca 
aaW>ently quaJ.ity Ilia tor an 11aportezlt 
role in the war program, and I hope 
that Inollie w111 have the pleaiiUl'e 
or .. oill(l you at an early data . 

With beat wiaheo, 

Si.llcarely your a , 

.. &:h. 
The Bcmorabla Henry llorgenthau 
Secretary or the treaoury 
Trtaaury Deparboent 
WASI!l!IGTOI { D. C. '> 

2 

' 
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TlltEASURY DEPARTMENT 

INTI:IIt OI'FICK COMMUNICATION 

DAft 

Secretary Korgenthau 

Joseph J. O'Connell, Jr. 
December 8, 1942. 

Kr. Paul has asked me to give you a brief summary 
of the situation referred' to by Senator Ellender at 
the hearing before the Senate Small Business Committee 
last Friday. You will recall that Senator Ellender is 
reported in the newspapers as being determined to find 
out "wnat becomes of the money" paid for Lend-Lease 
civilian goods shi~ped to England and as having said that 
he ~ould ask you "1f our_goods are sold at a profit, 
what becomes of the prof1t and the gross collections?" 

Food and other civilian goods which are purchased 
for the British, under Lend-Lease, are turned over by 
this Government to the British Government1 and as a general 
proposition are then disposed of through the ordinary 
channels of trade. The prices at which such goods are 
sold to consumers, especially food items

1 
are fixed by the 

Government. Oscar Cox tells me the British Government 
sells Lend-Lease food items at prices substantially below 
their cost here. How much below I do not know. 

A part of the price paid by the ult imate consumer 
would go to the wholesaler, retailer, processer, or other 
person in the distributive chain (probably including an 
amount representing a ~rofit to each), and the balance 
would go into the Brit1sh Treasury (in pounds sterling, 
of course, not in dollars) . 

The Lend-Lease Adminis t ration keeps a record of the 
cost to us of all such articles, and presumably a settlement 
will be made between the two Governments on some basis at a 
later date. 

The British feel that there is no other practical way of 
handling the distribution of foods and other civilian goods 
than of through the usual trade channels. Oscar tells me 
that the Lend-Lease l aministration and the State Decartment 
are preeentl1 atudfing the question and are getting some 
material together for Senator Ellender should he ask them for 

• :y ..... :l, J' <Yt-"~ ~~ 

it. 

• 
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TREASURY DEPARTMENT 

INTa"lt Of'YICII: COMMUNICATION 

OATif 

10 llr. Paul 
Deoeaber 7, 19~2 

fROM Seoretal'J llorgentbau 

-·-Plea•• l ook 1n~a thie and get 1n touon wi th 

Oeoar Cox eo 1n caee I aa oalled, I wil l be prepared 

to anewer. 

• 
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~ dear Saaator1 

I haw raoaha4 7flllJ' latter of llet .. bar 
8, liU, to llblah 7w attaabol4 orlclul tabgraa 
fr• Ill'. w. 1. 1A4r ... of lUlu, loliohlpa. 

I haw bacl ., clep&rblaAt obaelt on tile 
•tter a4 a plaa .. a to a41'ha 70u tbat tba 
artiela ID'. lad.nn ratarrad ta •• w1tbwt foua-
4at1•• 
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Tile real faah are that the f ree FraAoh 
OownaAt purahaaad, •- aOAtbl •::. auob uada4 
food, •41•&1 n ppllae alld •- MO baJl4 olothiJl& 
for fNIIeh !forth llrlea. 'fbeM lt ..... ,. held fr• 
aatual lhl)IMat. Rneatl.y Lalld Laue ntpt1ata4 a 
rela&M aa lhlppad thtM 1 t•• to North lfrioa to ••t 111 a ~1 •1 tbo -r£011•7 Dta4o. 110M of 
tho lt-. eould poul 'blT be aaatl4are4, 1D &ll1 nuN 
af the wert, luzaries . 

Slaoarol7, 
(SiJOed) lJ. Mo~oatbao, Jr. 

Saoretarr of the Tra••W'7 

Bounble Artbv u. Yan4aAbar& 

U11ltot Statal Soa&to 
F1le t o Thompaon 

Photo t1le 1n Diary 

... 

••• 
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TREASURY DEPARTMENT 

IN'nlt OP'P'ICIE COMMUNICATION 

Secretary L!orgenthau 

Joseph J, O'Connell, Jr. 

Re: Col. Georges F. Doriot 

295 

.,.. .. Dec. 8, 1942 

Mr. Paul advised me that you inquired regarding the 

presant status in the War Department of the Doriot matter. 

Yr. Pehle advises me that on December 7 he called Captain 

Towson of the War Department and was informed that the 

Doriot r eport was still on Secretary Stimson's desk and 

that no further information was available at this time 

concerning the status of Doriot. 
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··--
Dear ._,nl lllltt1 

L-• te , ...... ,.. ,,, ,_ • ._ letter ., 

...... ,If, lMI, wlU riiJIIt te tile pn\NtS.. tt ... 
Pfl,.rtJ la\UIIh 11 tlae ,.,1111 ef 1••111 ~ 
......... ,,.. ....... uu ...... 

It- a •hMueltr \Ill Ill& &J ..,...._ . 

.. ........ wltl ,.. ..., &a ............ ., .... 

p~Ml• ... I t 'dj Un te , .. ,...a ... ,.. 1M ... 

•WI, JIU\l.alarlJ .. 1 .. 1 larl lac ..... fer till 
.,, .. ,h • .., la .. , ................ , ........ .. 

ltllll, Glial,_ ., ......... ., ......... , ... Ia& 

lllerft .,..., 1M " ftlllaa ' · ~~r. hill-.. el till 

, ... tal ......... ., .. h.n. .... ....... lMl.W. 

-.le la tile lrlt &J Des~ert••• wM perttel,aW la tile 

prqna. 

• 

rue t o !bo.•peon 

Pbo t o f ile 1n 
D1art 
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Ky dear Mr . l oel111 

Enoloefd la a copy of a lPt\er vbteb 1 hftYI 

recelYf~ froa Lt. Gen. J. L. DeVl\t, Oo-.and ln« General of 

the Ve1\ ern Defenee Coaaand and rour\b Aray, conerrnln« 

\ be ••acua\ l on of pereone of Japaneee aneee\ry !roe tbe 

P•c1t le Cou \. 

1 aa aleo eendlftl a copy of \ble letter to 

Mr . V1111fta 1 . Day , Prealden\ of \be Federal Raaer.e lant 

o f SM Jranclleo, and I vllb \ o add ay a!'lpreeh U on \o 

tb• t of General DeWl\\ for \be ••rr affee\1•• par t 1o1pa\1on 

ot \be Fedard Jl .. ana 1a111r of Baa rr1110tno. !Uid tile 

Honorable M. s. 81Jae.ak , of \lie Board of Oo•ernora of \lie 

Federal RlllrYI Syl\11, tn \be I UCCI I I fUl co•pl e\lon Of 

tbll optraU oa. 

seore\ary of tbe freaeurr 

Honora-la Marrtaer s . &eelaa . 
Obatra .. , Board of O..ernora 

of \lle Federal leaarYe Bye\• • 
Waablfti\Oft, D. 0. 

........ ,.. 
12--ll-42 

Coplf8 t o !bo~aon 

..COpJ 1n 1>11r7 
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DEC 8 - 1~ 

lr tear lw. llrl 
1111 .... ls a _, .t a ln .. r ftlel I ._. 

rMtl ... INa lot .... I. 1.. lefttt, OJ a=1&1111Mnl 

ef "' '"'•n .., ... Oa s « _, '-"' ArEr, --
•nlal tM tta:aU• .t ,.,., • ef l•••n .-.., 
,,.. ... hlllle ..... . 

1 .... , ..... 5J .,.. ... , ......... , ., 

._,nl lelltt fer ns .. lntlt ..n .... ~ *• 
, ... ,.t .... "' ... "' .. ,. •• &e .. la SUfJlll ... 
\Ue •n .. a n111sshl ... tl•'-• I ...S1 -..r­
elate lt lt ~ Wlll1--.nee 5J ..,..M&atla • 
lr. nn&aa lale, b. llpl ... ,..., lw ... ~"' 
Ar•t,..., ..... all .t U.M ,., .... la "' _.. 
• "" ,.., ••• ott ter ,._ aur .,.,..u- 111 

..... u .. '"'"" '"''-~' ,....1 •. 

... , .•.. 
l.n..terafb Wl/41 

• 

,.., u,lr ,..,., 

(Rim.,.:t) B. Mo~tbau, Jr. 

Oop1el to !bompeon 

OopJ 1n D1a17 
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D£C 8 -\M2 

..... •.. ...., 
l wu -• MppF te ,...lYe rMP le\tar at 

OetMer 11, 19111 a , ni.U. ,.... e!lpi'MlaU• e1 
tM .,.,. •.u. -,. ., .__, te -eetlata •ltll 
Obha • tiM ... llU• e1 atntarntertlll 1'1c111'1 
•• '" 1att.1-t .r Nlate« CMIU•I· 

u le I ···- ., .u., .. u ... - •• -
&lee t h1 tla1 1t lrl ... ~ -..__ - twe -'"'" 
aN .. 1 ...... - et .... lr ... flftl)' lulU. It 
u•1 ......... -.11 tar tali twtan , _ uA well-
-..1 .. If tile -~~~· tMt tiM ,...lN el tlllJia ... 
at tie w.u ....... 1 an -a.. t1 ..a --.l1t1 
_.INtaMI .... ..,. 1,...t11F wui ....... t1 ... 
at1Mr11 1bl1 ... W..l1, 

lt la -aa11 , .. N ta I&F talat , ... a«lll­
U• fer - ,..-.u.at ll Ne1p ....... l!w ... 
auu.u .. _. n .. 1 .. tllllllll tile ANr1- pa~1 
teal t• ...,. ••ucUa.S. ,.. llal " _,....ulF 
1 .. 01W1a'1- , .. caU-.1 Wep•lnu. 

1Jltla -~· wl ... ,_ ,_ ~ llellltll • 

._ .. 1, ,_, 

~B. If~. Jr . ....... ., ., ... .,.. . ...,. 

30J 
-" 

(By HeeA.Manue 4:0} la/8/42 
t o 9ta te Dept. - via D1plo­
aa t1 c Pouch I 
Copy t o White's office 

rue 1n DiAry 

II 
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K . P . CHEN 
PRIVATE Of"f!F I CC 

Ron. Henry Kerseat&au, Jr. 
Depar t•••t et· rreaaury 
Waalainstea, D. c. 
Dear Kr. Korsen tlaaua 

Oeteber 13, 1942 
Clawo.sltinc, CILJ.aa 

Tlae .... or tlae U•ite4 Sta t e• GOTernaeat' a 
r ea41aeaa to nesotiate witla Claiaa oa t lae i .. e4iat e 
abelitien ot extraterritoriality an4 r el at e4 risata 
waa receiTe4 laere oa tlae Bat1o•al D~ wi ta uaiTer aal 
Joy an4 Jubilation. I eaanet a4a~ately t ell you laew 
protou.a4ly our people were • on 4 a t t lah ~~&g~~iticeat 
4e•oaatartioa ot ._erica ' a co.radeaiLJ.p, beaut1 tul17 
ayaokroa i aed ae it waa witla t lae tlairty·o•e etrikee ot 
the Liberty Bell, t lae lai a toric aywbol ot all t hat 
._erica cheri alaea. 

Tlae at ep repreae•t • t lae tirat concret e 
applicatioa ot pri aciplea ot the Atl ... tic Charter &ad, 
aa auoh, will co a lons w~ to hei&hte• the • oral e aad 
the faith ot the United Uatioaa at l ar&•• In Ti ew or 
the taot t hat prel1•inary diacuaa iona on t he abolitioa 
of extraterritorial righte haTe been paae i•& betweea 
Japan a nd the puppet &OTern.ent at Nankiac, the preaeat 
• oTe tro• Waahinst o•, in concert with Londo•, waa truly 
expertly ti•ed. 

I be& to &Tail ~aelr ot t hia eppor t ua i ty 
to expreaa ~ ai ncere adaira tion tor the aeaaoned 
atat ea•&nalaip or Preaident RooeeTelt aad lai a aeeociatea. 

Yitla beat resarda aad wi alaea , 

Siaoere~ 

lY~V'.I•~• 'l~ ,'t'~ c:.....___, _ _ _ 

azv~!._,.. 
J~,_ •• 

~~~ & 330 

to .-...a 
• • 

• 
• 

• .. 
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Harry D. llhil.e , 
Sta~•• Treaoury. 

1ft th tbe coapllmenta 

of 

Sir Freder ick Phillips 

Willard Hotel, 
Washington, D. C. 
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TilE IIUTISH SUPPLY COUIICIL Dl HORfti AIIERICI. 

Box 68o 

Telephone• REpu.blic 786o 
Seojuin Franklin Station 

Waahineton, D. c. 

Dear ceneral Cartart 

(l) You aeked me recent:cy about the rate of exchange applicable 
to the lira in the occupied part of Libya. The position I find it 
as followe. 

The rate of 48o to the po•md was fixed at the tine of the 
reconquest or Ethiopia. The rate haa proved aatiefactory in practice 
w d the tree aarket rate in Ethiopia baa eettlecl do,.. at about the 
sac:e fiBU"e, It waa felt that it would be very eoobarrasaing to have 
a rate in Libya which ..,uld aaterial:cy differ hoa that in. Etbiopia, 
and t he a&lle rate o! 48o to the pound baa been uaed in Libya aince 
the ear:Q>' advances. Since this 1a the rate ueed in the other parts 
of what wae the Italian Empire, it ie felt that the eame rate IIUat be 
ueed in Tripolitenia, 

r understand that the Britieh authorities are using Egyptian 
pounds in . L1b;ya Cor the pa;y of the troops, but intend to uae special 
B. AI. A. notos in Tripolitania, The 8. li.A. notee would be prcclaimed 
legal tender in the ...,.e Wa;f as in French North Africa, but the lira 
will also be tree:Q>' ueed ineo!ar as local auppliea o! lira notee are 
available, The considerations involved arc, or couree, very different 
fro11 those affecting the llortb African franc, Iince there appear to 
be no politic.al adnntegea, but indeed rather t he reverse, in giving • 
a f avorable rate o! excbanj;e to an enllll)' curTenc;y. On the other band, 
there 1o no ldvantege either to ;you or to ua in undll:cy depreciating 
the franc, 

lh thie connection ;rou ma;y lilce to know that the !Dndon 
authoritiee propoae that if French Somaliland co.,.. onr to our aide, 
the rate of exchange ehould be fixed at 176 to the pound. Tbio 
appeare to be the natural course aince French Soaaliland hos no trade 
relatione with North Africa, but haa t rade relations with ll.adaaascar 
and !a at Uric& senerall;y. 

(2) \lfe should be very interested to learn -.hat ;your views are ae 
to tho polic;y to be adopted in th event of the occupation of Italian 
territory, Franlc:Q>', it eoams to ue that it ""'uld be rather ridicu!Due 
that full value dollara lhould be paid out in Ital;y to oover the coot 
of conquerina the country. Hae not the tillle cor.~• 11hen it would be 
deoirable to reconaidar the issue of a special dollar currency which 
can attorwar<la be called in .., that it would alwa;ya reaain with the 
United Nat1ona to decide what form art;J ultimata eattl-nt ebould take? 

continued -

r • • 

~· -
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Our """ policy would be f1rat to asalce &Ya1lable adequate 
etoeko ot epeoial B.II. A. notea de00111n&ted in aterling and later 
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to a>naider production of apecial notea denotoin&ted in local 
eurrenciee (our reaourcoa !or printi ng auch local currency notea 
are eo llJDited that we think they 110 uld have to l>e ptoduced on thia 
oide). We £eel ho'"'ver that t he production of no tee in dollars end 
aterling ""uld have to co""' tir at as (1) adequate stocks of currency 
muet be available in advance, (2) it seema impracticable to prcduet~ 
in advMeo local notes to eu1 t ovary po88ible occupied or enea;y 
COUllt.ry, () ) even it it '"'re practicable thare 'IIDuld be prea~Uab:cy 
objection on aecurity grounda 1'rcm tho llilitary authoritiee to tbe 
production o£ euch notes in advance. 

1 u ael'ld.ing copies ot tllia note to Dr. Harry 11h1te &nd 

Dr. Feb and ahould be glad to diacuea the utter at aJl1 tbte, 

Youra sincerely, 

F. Phillipe. 

copied at 12/10/42 
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~io io mosoa&~ no. T773 !roc Hr. Adler tor tho Secretary of tho fro&oury. 

1. The :Jortbveat ecoooalo t 1tu.at1oo 1a •• tollowta 

a . lD recedt 1•ar• coot14trablt econo~lc procr••• hat bee~ aad• 1n SlnkiaD£ 
and laneu v!l1cb vere t.eretotort two ot the 1101t ba.cll:va.J"4 proYiacee 1n Obina.. 
Control Oo•orn:eut boo ot&rtod forootration, aniaol h~o~andry projeeto 804 
irrication. noth priYa tO ontorpr ioo and tho 0oYernaont haYO opened OOYOral in-
4uo trial planto in th1o ooction. ~e lumen oil field which woo opened ~7 tho 
Central Oo•ernmont thio year 11 tho moot otrikinc oxaaplo or thio typo. Ito 
monthly production io a~o~t 250, 000 gollono of ~oolino, tho octane content of 
wh ich io 4o-45. Tho main pro~lem confront1ns thio field io l ack of drumo And • 
rotuiJ>iDC oquipomont. Tho Pro•ineial Oonrnmeut in Sinkians, evidently in ' • 
conjunction v1 tb tbo So•ht Oonrnmont, bao oublt&nUally i iO)>rond th.o tualUy 
ot cott.on r.nd whe" t od ~roado of l1not.oclt. With tho anhtonco of private 
onterprioo tho Oove~ont boo otcrte4 tho dOYolopaont of a f ov l icht ioduotrioo. 
Production vu otatad laot year 1D tho haan oil !iold and nov tl:.e h1l7 out­
put 11 l;c> tone of crude oil. Joth proYiDceo o.ro outtor1n& troa an acute ob<>rl: .... ~ 
ot l.:lportod ;;oodo. llocontl7 bo th ProYiDcial Oo• ornatnt authoritloe han teodo4 
tovo.rd sonrDI:Iont rocnlo.tion and control of priv&to induotry and trodo. Thil 
hat beta done to euch &n extent 1A laneu t h&t there baTt beta Wlfa• or3ble rtptr­
cuooi ono. Sinkianc m..r allo u porionco a tow. 

II. The Lanchov ~•a econo•1c eituation 11 a• follovel 

"• The popula tion of Lnnchow it 120,000. It 1o tho co .... erci&l center 
tor tho vool output o f lanou 81>d the centor of tho llboat ;>roducins o.r.... !hero 
are a number of ne.chine ahope, ~:&tcb f'e.ctoriee , floW' and woolen textlle atlle, 
eo&t ot vblch are op erat.A by prh·a te industry 8%14 10121 by the Go•ernz.ut.. !here 
oro alao aor:e coal ainoo in tb.h area. 

b . !he Ienchov pricoo oro l ou t!18 tw-thirdc of OhuncJdng pr1ceo. !ho;r 
P~l t•en l e al in rural artae t1ACI every large city 11 en 11ntl8t1on pocket•. In 
aplte of thie, the preeent price• 1n L&nchov Arl core than three t1mee vbat they 
voro in Movember 1941. Vith t he Jar~••'• Bank fro• January to Juno oquollins 
100, tho retail prlcoo for Ootobor 1942 in Lanchow wore food , 3420 , &D4 gonor&l 
4JOO. Jrom J uly to Octo~or tho ocntbly r&to of i~croaoo wo.o botvoon 15 and 20 
per cent. ~ rho in price wao "''"toot on i !lport od r;oodo ond next on oU'ticleo 
fro a t ll'ri tory llb1cb 1o nov occupi ed. 

c. !hero no a aaUotactor y wheat barnet thh year. 

4. fvo yean aD> tho (anou ProYiDci&l Oonrnaont otar tod eontrollin& prl cu . 
Ito oporaUon todq preunto a dhhoartonin& 41opl&7 of too aan)' c•rcmtUitt 
rocnlationo which dhccur&l;O ini tiatin on tho part of in41rldualo. !hero ""' 

• 
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control• on nlao co.-oditioo tho ott1cl&l prl oo ot Wblch 1o YOr)' ofteo loco ~ 
tho pro4w:t1oo coot o! tho ..,utacturor &114 looo tlwl tho }IIU'Chaoo coot o! tho 
cerolwlt. Le.rp aao\mh ot cooolo han bon ooD11ocatool b7 tho ..,.tl!or1t1oo, · 
oce~o1o,..ll7 on tooha1e~~1tiea ot a alnor docroo, &D4 tho7 are not relo&ood for 
tho ~~arltot. J our aontho aco tho llaDk ot China had *70 a 1ll1oo vorth ot coodo 
cootlaoated tro• ito go-dowo. 'l'he oo coodo were obpl;r trautorrool to tbo co­
<tovno ot the ProY1uo1al Oonl'lllloDt. !booe cootrolo are rooulti.Jlc ln ourtdlod 
production by pr1Yato tactorleo, ourtallool loano by banlco, aoYo.ooot ot oaplt&l 
to are&o Which are oct oo r1c1olly controlled, and tho 1DoY1tablo iooroaoo 1n 
wartime aonro1 u... Only 1o Lenohow 1o t hlo control tully operatln. 

•· In r..n1111 tho authority of t he Central Oonrn .. nt h ooaplet ely oftecUYo, 

III. !bo SillldfUIC ocono: i c ol t uatloo 1o ao tollowol 

a. !bo total population of Sillld""' a]lproxi•teo tov a1111oo ot which "'• 
about 10 per oet 1o Ch1uooo and about 60 per cet 1'url::io. J.roun! the caaoo aro 
!o'CIIli!. larco coocootrato4 oottlecento of tho pecplo. !ho lar~:eot towo aro 
Turtan, Xaabpr, enol 111, but the ca!)i t&l 1o ~lwha wllich 1o &110 t!!• political 
~ cocoun1cat 1ono center. A policy ot no 4iaor1a1nat1on ro~ tho ooYOral 
raclnl croupo wllich aok• up tho popula tion hero, •• f ollowo4 by Oonrnor SUn, 
lmo r .. torool lntornal peace in the proYlnco. Oonrnor Sl:o:> probably aand 
81Dk1anc !rom a tate o1"'1lar to that of Mongolia by thh policy ot non-41ocr1a1-
"•t1on. 

b. 'l'here 1o ot1ll a local curroncy in S1!1lc1anc which in 19}8 tor tra41nc 
purpoooo with lluooia wao t1:uol at }. :x> t o tho Onitool 8tatrc dollar, oltho~ 
there v&o actually no u oo of Onltool Stat eo ourronoy. All agroecent between 
Governor Shu &D4 Dr. Kunc at tbe ond of October, 1942, ! bod the rate at 
one cuotoao cold 'CII11t note ( wllich 1e oquol to 20 tap1) oqU&l to SIC$4. fhe a: 
dollnr oleo 1o uodorYolued b;r thh rate, 'l'llo ouot oa o &eld unit notoo wao 
aolcit ted into Sinll:ianc c1r culo.t1on for tho tiro\ u... Dr. ~~ and tloYernor 
Shan aloo aero« that 1n the near tutnro a branch o! tho Control :s,...lc voul4 
be optnool 1a 1'1lma (Oruachi) . 'l'ho aaount ot Sl 4ollaro roper tool to bo 111 circu­
lation 1D Cb~ 1o Sl$}2 ..tlllon. !b1o, howeYor, -.;r be Ulldor01tiaatod. 
J.ccordi114 to tha Prorlnclal !anll: , it lcoepo apiut 1\o note houo a 6o por cont 
reoorYO ot oUYtr &D4 cold, !bo price ot oU Yor h U$5 per oanco &D4 that of 
cold 11$1100. !hero 1o no lcnowleqo of tho aao'CIIlt of pro4uc tion. 

o. 'rho Obaractor of Slakl.aD& oconoa;r 1o Y&rlool. Alflcul tnro pr edoalnatoo. 
!bore 1o a fairly lar•• llnotoclc lnduotr:r &D4 cul t1nt1on ot cotton , rico, 
vlloat enol fruit, Oo'I'Ornaellt, prink, and a 1:u4 orccnhaUono carr:r on trodo 
and produc tion, Joual o14o b;r oi4o aro pr1e1t1YO noaadlo barter and falrl;r 
well o<t'lippool tactorleo with a 110donl credit 1not1tut1on (with tho a14 of 
Soviet oxperh &na aacbinor;r) . Approxlaatoly 6o per OoDt of theao Ul cvned 
by tho OoYtruont and entirely operated b;r the Oo'I'Oruont and han 36 ~ncloo 
or branobo o. 'fho per annua eomoercial production 1o 3 a1111oll tone. Altho~ 
eo•• depoei to of voltraa han beoo 41oeonro4, ao yot the;r ha•e not bee11 vorlcool. 

4, !ho pricoo hero are ~h looo than thcoo in tho interior of China. !bore 
oooa to bo no 1otlat1onar;r o1,no 111 S1nlc1anc 1n op1to of broad act1Yit1eo on4 

... 
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- 3-

oxpen~1t1ll'U on tho part o! tho ProYincial Oonrr%-•ot. 'ft>o 1:1&14 rouon for 
th1o lack of 1nflaUon in Si!ll<1&~~&' o oconoaie inclepoccloneo !rom the root of 
Chin&. T!lh :roar th.ore va o a bumper har-.oot and f ooclo\u!!o are reaaoubl:y 
pr1ce4 o.D4 thoro are acloquato OU'Oplieo. 

Tho SoY1ot-Gorman vo.r hat ac1•orool:y &ffoetocl the oconomlc conditiono in ( 
Sinklong a1nce the importo f r om Ruoola, vhioh l t t ho pr imary oourco of 
mnnut•.ctured procluch, have been clreotloally ourto.Uod. In Non Qbcr 1942 
Govor...,.ent organhntlon monopolhecl Rueoio.n trade which ""' nominally co.rrhcl 
on in termo of U.S. dollar• but actually on a bo.rtor b&t1o . 'l'llo ahortt~«e1 aro 
woret in li&ht lndu1try, machi~ery, med1c1n••• cotton piece goode, t1re e, tQbea 
and bat tori• • • 

t. Doo;>lta Soviet Influence not untll ractn tl:y hat Gonrnmont participation 
ln economic l lfl dlec~uraged priTPte •~terprlee, althoucb there ta conalder~bl•• 
Jl'll'tlclpaUon of tho Go-.oT~ment. Gonr=ent control o! :pricu ahovo olgno of • • 
1ncreo t 1cc, ho~er, end thio vll l tend t o effect forelcn and Internal t r rdo 
Juot at I t hat in l=ou. 

f . In regard to 
l>ord~r to t ho SoYlet 
&:>d phytlcal la:yout. 
to 111 vblch 1o near 

trOAoportat1on the &&in Sink1on, bi.l!l>va:r fro" tM Xuooe 
la excellent in regard to both technical ~in1otration 
In a tvo and ona-hnlf da:y Journey of 650 XU f r om !ihua 

the Soviet border I ~e t ho fol lowing obaervationo: 

(1) l.N'ge ci\Ml end donkey car""""' and tbty l-1/2 ton Soviettrucka " c1a)' 
movine; tow!ll'd tho eoot ce.rrying Q!.Oolino for the Oentrc.l Goverllllent of Chin.,, 

(3) Invard traffic, 

{3) lieU J:~Mn::ed and vell equipped rut bouuo about 150 lOl apart. 

; . Tho !ol lov1ng ohov cYidencoo o! incre&otd ChunckiDc influence in 

(l) Roeoo\17 con4luded arrange;nen\o ! or curranc7 and benkinc 41ocun od in 
the oecond ~acraph. 

(3) Central Oonrn.me!l t OX!>Orh on oulcuHursl, a1lit&r7 and engineerlq 
satter1 are hera. 

{3) In 1'1bua headquartoro are ooon 1n be oponod for the XUDmint&~~& ProYinciol 
party, 

(4) Continued ooopera tion by the Provinoi~ GoYerncent in ohippi ng Tl& 
Sink1MC !,.porto for the Central GoT•rlll!lent. 

IV. Tho ooono:aio oltuation in the North,.nt would no d~\lht be eaeed b:y 
IY>)'thln& tho lloard can do to help i mnortt into th8 t ooctlon. rho poaitlon of 
the :Soard wn•llci .U.oo bo conoolid&ted in t~t territory by ouch • m Yo. 

eh:copy 
lJ..~ 

.. . 
.. 
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( 
i'o>•t,y 1111lllon doll .. r loan vao reported b;y Xon111 abalnw1 to bAn been h &ued 

by llntlonal Oo1'trnment for conoorrancy of water f or 1943 I n Xanou province. Tha 
r~ort t hat tho number of o!flcl&lo and ot horo who aro mlr,rat l ng to Slnklang lo 
10,000 vao con!lr1111d b,y a Chineoe official, Thlo rJI&J'htlon hao becun already, 
The propooal ll ... beon made b;y t ho BoJ>aA CloTet'lliMint that la.odlordo be cauood to 
~~ In ad• an•• tho craln t ax for 1943 for tbr ) urpDIO o! raioluc •1xteen million 
vlculo o! rico o.Ad t ... nt,y-ho alllion dollnrl for lu.tno rolief, Jon allocot10tl 
e! $5, 000, 000 vaa r ecentlJ aade b7 an execut1~• of tunan tor lrrlcstloa vork and ~· _ 
the proDOUon of 041rl culture beo1;..a 311 orle; l llal appropr iation tor • .,.,,...,.07 
roUe! In !lonDoll of 4 , 000, 000. The eatlooah b) tho J'lnanco I!Wetry ot renoue 
for 1942 troA dl roct texeo vao ~ no""-17 bllll>~ ONQPO!t dollaro l.a Cbineoo 
~o~•YI four hundred million ~ineaa tax, ete-p t~ forty ~illlon, exeeaa pro~l~• 
tsx 2l!o,OOC,OOO lnco!1o hx 170, 000,000 and h ent 7 .. nuon Inheritance tex. ?he 
follovlne ~•• ohtod b;y lunc, l!lnhtor of Finance, In a lato tu ... o! Central 
Bank' o publ.ICiltlon, !oonoalc BuJ.leUg: \h.~t tha flnancoa of Chioa ore on a oate 
ooll4 ~oo lo tor tho tut ure , the o,yoto~ of local tondor ht • oach year ohovn 
grovlnc otrena th, tho OoTeromont In lo~lng bank notoe oxerclooo conoor..atlon 
a.nd extre~~t care. 

The Go•ern.ment will, tn order to accompllth ite aiiDt, emphaatte henceforth, t n 
t he !!rot place, a o\rlct retrenchment policy; oecond, a rondJuotment of tho 
exlatin& taxeo: thlr4ly, t ho pro£Dt 1on of thrift and o! oavlnco and; •• a fourt h 
m•anre, tho botte raon\ of tho oyotom of !lnanceo In tha var areao a.od tho 
odllllnlotra tlon of looal tinanceo Ylll han a otroace r oupenlolon. 

Atttr vloiHng the northvoot prr\ o! China tho Parll . ..,n t ory i!laolon from 
llrl<oln loft, 

o.t.USS 

... 
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JMB PL.IIN 

Chungking viP Iarechi 

D~ted December 11, 1942 

Reo1d 10:13 •.m., 13th. 

8eoret Pry of St~te, 

Wpshington. 

14?6, Eleventh. 

TO SECRET.:.RY OF TRE.;SURY FRO•~ ADLER 

TF·?4 . · Re yo~ 1C82, November 14 . 

One. The followin~ is t trtnalttion or 

·~epsures governing the issue of Unite~ Stetee 

dollpr s~ving certificttee • issued b) the Chinese 

Government on .1erch 24, 1942. 

(A) Uhited States ~oller savings certificptea 

shell be issued by t he Centrrl Benk of ChinE, 3enk 

of ChinR, the Centrrl Trust en~ the Postal Savings 

Bank in Pccordpnce with these meesuree . 

(B) Depositors s~Fll pey Chinese nat1on~l currency 
• 

for t~e purchase of the United Stetes ~ollar sevings 

certific~tes Pt the rr te or ON dollars one hun~reo 

to United Stptes ~ollprs five. 

(C) The fpce vr lue of eroh o~r-ificpte 1s not 

fixed but the minimum vt lue ahtll be United Stetes 

dollpre ten. 

(0) Unite~ StPtes colltr eevinge certi!ict tee 

shell be 
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-2- #14?6, Dece~ber 11, rro~ Chunaking vi~ Ke~~ch1 

e~1l be in the form ot t hree 'inde ot time 

depoai ta--one yur , two yerrs, r n<! three yur-- t he 

ennurl interes t being t hree , t • r e6 en~ one-helf , rnd 

four percent, respectively, to be oplcul~te<l ever y -si x months et compound intereet"rPtee. 

(E) The orinc iptl end interdet w~en oue shrll 

be pt id by t he originr1 b,onlt from .,'lioh the 

oertitic,otes were bought. 

(F) (Revised) The p,oyment or prir.ci ~.-1 end 

inter est wren cue shr l1 be mpde in Uniteo &tr tes 

dollrrs rccor~ing to t he f~ce vplue of the 

oert i fiCI'tee or for the convenience of t he 

depositors, i n Chinese nct1onnl currency t t che 

orif>1n~l nte o f p•>rch!ose . 

(G) 'rhe i(1nie try of F1nt noe ehtll q))ro9r1et e 

United States dollers one hundrt~ million to ~~ 

de~oaited .,ith the Centrt1 Bpnk or Chine as t 

res~rve ! uno pg;inet the ieeu~ of t he Uni ted Strtes 

dollar eevings ccrtificrtes by 'he vcrious designrted 

bpnke 0 • 

NB. On Decomb;,r ? , .•.iniatr y or Fin,once ,onnounoec! 

thqt in orcer to increrse ~ttrrot1veness or issue 

it intends to en•ble purcbl'eers aitn~r to exchPn. e 

oert1r1c~tee b~fore ~pte or mr turi ty for post c!cted 

checks 

• 

• 

... -. 
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-~ #1475 , December 11, rrom Chungking vi~ Kerecb1 

cheoke or ~refts on bFnk of Chin~ . New York Pcting 

p & agen t of CentrPl Government, or to ~cqu1re 

such post dFted checks or dr r!ts on Ne~ York 

nt originrl time of purc~se. Benke ~re pre­

per1ng to print such checks ~r drrfts w~1ch will 

314 

have ident1fic~t1on mFrk •savings oertificete ~ccoun'• 

either printed or stpmped on them. 

WBB 

• • 
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:tiR 
Thia tt1tg~rm must bE 
pn~nph~nstd btfort bE~ng 
oamnunionttd to nnyoD£ 
othtr thnn n OovErnmEntn1 

Chungk i ng vir. Kr.rncbi 

Drttd Dt etmbtr 11, 1942 

Rt o 1d &: 10 p .m., 12th. 

C\f:EOOY • (BR) 

S~ ~··£tory of Stott , 

\lnah1ngton. 

IUEDIATE 

1476, DtctmbEr 11, 10 c ,m, 

TO S£CiiETARY OF T!lE TREASURY !.'R<1l ADI£R, 

TF7& continuing TF'74 . 

Two. Tbt rt is sam£ confusion hEr£ r.s to str.tus 

both or snvings oErt1fic~.tt a nt til:lt of lllf.turity :md 

of oht cka or drc.fts wh~ch i t 1& intE ndt d to i ssut in 

litu of or in E><cbc.nzt far srvinga ctrt1f1cr.tE s whEn 

thty C\rt prt sEnttd in NtYr York r t dut dc.tE . SomE 

qunrttra in Cbintst OavtrnmEnt fttl (it woul d ~pptcr to 

mE miatc~tnly) tbr. t bo~ etrt1fioc tES rod ehtcks or 

drcfts would nat bE rorztn in view of gtnErcl lietnsE 

eo, (two) . In vitW of subotqutnt tEltgrrm with r t sp£et 

to npvl1e~b111ty of gtntrnl 1ie tnst 60, (two) , 3cncral 

rulinG numbtr fivE, c.nd pu':ll1c c1reulnr numbtr t wo and 

in v l.tw of rnet thct bnni<B nrt holding up pr1nt1fl8 or 

ohtcks end drr.f t s pE ndin~ clnrificc.tlan of thEi r s tctus , 

rE",)11ts to fallowing questions v1ould bt c?prtcinttd: 

A• \lhnt is thE st• tua of savings ccrtificatt 9 
issued 
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- 2- #1476, Dtctmbtr 11, 10 o .m. , from Chungkinp. vio Xnrachi 

issued by; (one) Central Bank, (two) Bank of China, Bonk 

of Communications end Farmtre Bank, (thrtt) Central and 

Postal Sevinga Bonk? 

B. Vlhat would be status of postdnted chtcks or 

drafts issued in exchanGE for or i n litu of savings 

cErtificates by; (one) Central Bank, (two) Bnnk of 

China, Bank of Commun1cct1ons end Farmers Bank, (thrEE) 

Central Trust end Postal Scvings Bank? 

c. Ocntrnl Trust is n subsidi ary of Ctntrc l Bonk 

v:hilt l'ostol Savings Bonk is c ChinE st Government Insti tutl c 

Art tht y ccnt r nlly 1icEnstd nntiontla under uencral 

license 60 (one) , c.nd thtrtfort in samE position as Otntrnl 

Bonk? 

Thrtt . Ohint Bt Government shcrt e your vitw thr. t 
• 

transac t ions dtscribtd in number ont of your 1082 nrt 

undta irablt and would n,prtcintt your assietnnct through 

ust of GEnl r nl rulin(!: number fiV£ . I run infor·mtd that 

Bank of Chinn , Kunming , hr.d sold ~100,000 or savings 

ctrtificntts to American nntionals (prcsumcbly mostly 

soldiers) up to the bt:_.HII'•>nc of !lovtmbcr . From a number 

of inquiri£ s it would r.ppc ar thet tht aca lt on which 

Am£ricr.n nctionnls outside Kunmirlg htvt bought ctrtif1cntts 

is quite amnll, p•.rtly <lut to lack of confidtnct in 
their 

• .. 
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- 3- (/1476, DEctmbtr 11, 10 11 .m. , .from Cb .. n~"ing v1 u- h -...,... ~ =r&c 1 , 

their convertibility l.D l!tv1 York . 

I fully ogrtt with you on undts1r nb111ty of s uch 

trr.nsr.ctions and suggest t hct thE m11tttr bt taken up 

H1th thE 1/r.r OEp<.rtl'ltnt in 1•<':11 1ngton , It should bt 

notEd tlut eonttmpl~ttd issuE or cht oka or drcfts in 

litw or or in cxcha~ for ccrtiri cn t ts mi ght c ompl1cotE 

;'robltm or contr ol , 

Pour . Por your informction o number or c stnblishcd 

foreign businEss house s hovE been purchasing s cvint 

otrtir1ootE s w1th f e.pi acquired in tht normal coursE or 

business . I t i s f e lt thr.t such purchr.sts crt different 

in chorr.ctcr f rom purchrsts or ccrtificc tcs mr.dt by 

rEsident s of thE United Stotts tcmporcrily in Chino beforE 

thEir dtpnrturt , but your opinion on the ir desirabi l ity 

would bE epprt cit. t c d . 

Ol.t.'SS 

ws 
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Storttary of StatE, 

1/aahington, 

1477, 11th 

318 

PIAI:: 

Chuna!:ina via Karachi 

Ilnttd D~otmbEr 111 19~2 

REo ld 4 :16 p , m, 1 12th 

TO SECRETARY TREASURY PROII ADLER 

TF 76 continuing TF 75, 

Piv£. The following h a trannlation of ath£ 

t hirty first yEar AlliEd victory UnitEd Stntcs dollar 

bonds" promulaa ted by the ChinES£ Oovtrntotn t on April 

25, 1042 : "(A) \lith a vitw to ~alanc1ng the bud<;Et, 

stabilizing pricEs, str£n!lthtn1ng finano£ and absor~ing 

floating capital, thE Iiationnl Government has issutd 

thE thirty 1'1rst ytar Allied vio tory UnitEd Statts 

dollar bonds . (B) ThE aoount of this issue shall b£ 

fixEd at United statts dollars 1001 0001 000 <~hich shall 

b c hsucd on !.lay 1, 19421 at par , (C) This bond shall 

b£ purohe.atd at par in C:lin£0£ nationnl ourrtncy, thE 

oonvrrsion rat£ of 11hich shall bE promulaatcd by thE 

:!inistry of Finance on thE elatE of issue , (Conversion 

rat£ rEadjustEd in J\.tly in accordancE with chang£ of 

o1'fic1al 

' Regraded Unclassified



\ 

319 

- 2- ~1477 1 DEc t t:lbEr 11, from Chung!ci ns via :>s:rao:ti 

oft1o1e.l r atE on Jul:r 10) . (D) ThE po.ytnsnt of 

principlE and intErEst •:t,l tn <tUE shall bE nndt in UnitEd 

Statts doll~ accor dins to tht fnot ·1e.lut of thE 'oatld . 

ThE holdtr , !:louEvEr, ma:r d£1111\nt\ payt•tnt in ChinE3 E national 

ourrtnoy aocordina to thE r att of Elt0;1~1l(; E announc Ed by th· 

CEntral ::le.nlt or Chi na on thE date of malc ins such P"l'-"'"t • 

(E) This bond s hall b ear intErut at 4_<1, ptr nnmu.:, nhl.eh 

s hall b e ~aid ~vEry s~' ~onthe a s frou thE dat~ oZ i ssuE. 

(P) ThE amort 1::ation or this 1s"ut shall bE couplttEd in 

tEn ytnrs bt~;in-, 10(; fr.>1n 1~44 1 and draui nco 3hall t <.!ct 

plno£ tvtry six months in aooor<\anot uith th t pN:scrlbtd 

IU.tortizat~on table . (G) ThE fumt r tquirt<l for t hE :;>aytnEnt 

of th£ princi~nl and inttnst of this issuE shall b E a:i)pro­

pr iatEd f r om t hE UnitEd Stntcs loc.n of UnitEd Statts dollar 

5001 0001 000 an<: d~spoted ·.1~th th£ Central Eank of China 

for cfftotinG ~u;otnt s on ~turilty. (~) The CEntral 

Ba nk of China and its n;;>:;loint~tEnt banko s:lall bE c'.Esi(;.'l:lt:<l 

as agtnts for r.Jakill[; pay-tl::nts of prin~ipo.l anti int;:r:s t 

of this issuE . (I) The bonds slw.l l b t issuEd in ~enoo1na­

t1ono of Uni t Ed Statts <lollars 5 1 000 UnitEd Ste t<• cl{'llnro 

1
1

000 Un1ttd Statts dollars 50 an(, \Jt1itEd StatEs do l :ars 20. 

all madt to bearer . (J) Bonds may bt boucht ancl sold f rEEly 

and m3y bt usEd " " oort:n~E~ , subat1tutta for cash dtpo~ita 

in official bua intss, !lOt~ :~lao a a bnnlc rtstr·~ts . " 

(E:ID o:- !.IZSSA~~) • 
r .\U::S 

• 
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HEL 
This telegram must b t 
paraphrased before b cins 
communi cated to anyone 
othtr than a Govcrnmtnjal 
agcncy , (l3R ) 

Stcrttary of Sta tt , 

\/ash i naton . 

320 

Chunclt1ng via :lsr;:.ch1 

Datcd Dtctmbtr 11, 1042 

Rco •d 10:21 a , m,, lSth 

1484, DECEtlbtr 111 4 p, c ., (3ECT".£Ol: o;;E) 

!'Chl THE S£<ral!T .. :ry 0:? 'Ut'f' 1"11£.\SUilY :'RO ~ .\J_ ::t 

TF 77 

Rt your 1125 or :rov:mbt r 21, secti on ont para­

arnph A rt 1125 (A) 

rEstrictions savt tl~a t it ~ots only on apiJlications 

f rom C:hin t s t Govtrnmtnt orcanizations r:luch tlU3t rtotivr 

1 ts approval , 

Tuo . Stabil:·. z~t~on Do:trd rccul~tions . ~~r"-.:.r.!}h 

(I) amount not to t7.Cttd Uni ted Statts dollars 200 or 

pounds 50 ptr mont.lt, save in specisl caSEs :tlEO acoW!t 

rcmittt d :;xr annUJ:l -3 lilr ttd to Unit:d St:>tts dollars 

2 1 400 or pounds 600, 

ParaGraph II l'ollo1'1~nc i o n hst or pur poscs 

f or d'lich rtmit t al1cts :1avr bun ptrmitt t d ; travdins 

and livinG ocpt nsts .:::,roo.cl, sup_;ort and t d-..Jcat:-.onal 

expenSES Of family 1-Ving abroacl, payutnt Oi: insur ancE 

prcmiUIIls and loano oon\•trsion o. !'l'occtds rron s:olt or 
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- 2- , !.:14841 Dto£1ll.>tr 11, 4 p . m., (3~CT'.£0tf o E ) r rom 
Chun:k1ng vi~ ~rncb1 

tfi'Eots of dto t astd _ncUvidual~ , cost or to£d~c"l trtat­

mtnt abroad tor family, purohao£ o1' L1Ed1cints for 

!lousthol<l usE , convt·.• s >.on or Chi nEsE dollars hol ,\inc;a 

ot pErsona l tav:..n0 :md not rtturnin.:; to Chilla UiJ 

to UnitEd Statts dolla r s 100 or pounds lOO(Unittd 

Statts dollars 500 a .d ~ounds 125 for memb Ers of arrntd 

forc ts) and in sptoi" l cas t s of txctsn ov t r a~ovt sur~ 

at ratE of UnitEd S tatts dolla~o 20J or pounds 50 9£r 

mon t h , paymen t of ann~l ~ucs to socitti£s abroad, 

pu.·chClo£ of tto:uuc ~. l boolca ! Ol' ~ltrso,,al uoc , payt1cnt 

o'£ d tbts inourl'E'l r.'.lroac1 , 1'1\lrch::~o£ o.: oup,JL~s by 

E1o1basa 1Es, tt ccttra , an<1 ptl:'oonal un optc ifi£c1 EX[JEMU 

ot m1ni atri£s . 

G. \\ISS 

I'ISB 

• 
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ELP 
'lbh tdq;rnn uust bt 
p:>raphrnsed beforE beinG 
oot>;.l\mioate c: to o.nyon c 
othtr than a Gov ernnentCll 
O.£ltnoy , (3R) 

Secretary of State , 

'.le.shinr:;ton, 

322 

Chun£l inG 

Do. ted Dt.eeuber 11, 1(:4::!, 

Rso'd 11 :35 .. . 1.:, 1 l :lth, 

1484, Dtceubtr ll, 4 p , u , (S£CTIOI! T :o ) 

III R£st~iction ns to pers ona or or~nn~z3t~ons 

peru1ttcd to ~k£ re~ittoncte : 

ChinESE Govcrnt: tnt dep:>rt:.JEnte or ascneits "rt 

reC).ui:cE~: to apply to :i'ort1£ln ::xchan:J t Control Collt-

n>iso1on e.s srr thtil' ti'1Ployccil vo 1t h respect to ptr­

Aor.al rcqu1rcm'rnts on Oov:rnr.t~nt uusilltss , 

B. Euployt ts or f>.rtls 1T1th officts abroad a rt 

not tnt i tltd to fort ign exchanGE . I n :> f£1'1 c::s:s n:>cre 

such E~ployc~s rEcEi VE th£1r eol:>rics in nationQ1 

currency and ~vt no other sourc t or tor£1:JO txch:>nsc, 

thia r ul ing has bHn \1:llVtc!. . 

c , All applic::.1ts nrc rcqu1rtd to nan :: s to. t e!>c .. 

tho.t thEy undcrtn::t to sell such foreign exch:>n.:;e :>s 

ooucs into t hnr po~3£SS lon in c:11na to an appointed 

and/ or approved b.lnl: "t offloin l ra t e of excho.n::;c . 

All nboYt sclf-~;:ple~nctcry , 

B, Rt 1125 (B) . 

Uhtil outbrto.k or racifio nor, Chinese Covcrnucnt 

prohib:..tcd 

Regraded Unclassified
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- 2_,;!1484 1 Dtct::.tber 111 4 p, tl, (S~CTIOII T''D) froo 
ChuncJdng. 

p1•ohib i t ed e><nor t of IJore thc.n Cl! tlollars 500 Ol' ite 

equivalent in foreign curr ency i n roriJ of curr ency not• 

plus a llov;ancc for traveling expenses , '!his rcgul <l tion 

t o tncour tot;£ co·l!;DO::lt of f .:.p1 into occupicC. .:n~~~ :l , 

there ~re a t presen t no t·ea t r1c t1on3 . As t itc:;-= i s 30t:: 

IJOVC .J£nt of united St~tcs cl.oll:lr :lntl Im!i :m l".J? O< 

currenc y i nto Indi~ : or uncl tair:-.blc p ll' poc<s , :·cv~val c 

the old r c;:;ul:-. tion <ll t ;t r es pec t t" fl)r ti$n currcnclts 

\IOUl<l appe ar to ;,c lll orclcr , 

GAUSS 

.lRL 

• 
• 

• 
I 

• Regraded Unclassified
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AS 
This ttlEaram must bE 
parnphrnstd bEfore bEinG 
communicatEd to anyonE 
oth tr thnn a Gov trnm~11t nl 
4(1 Enoy o ( Bit ) 

SecrEtary of Stat e, 

Vlashington , 

Chungkinc via Karachi 

Dattd Dtocnbtr 11, 19~2 

ntc ld 1 : 58 p, rn., 15th 

1484, DecEmbEr ll. 1 1 ;> .m, (SECTION THREE) 

C ~E 100, 125 (C) . 

324 

(1) Llain centEi'S o:: blaol: m.:1r l:et Kunmin:;, c;,un:;!:in~ 

and lC<teilin \'lith rrunm::.:1:! "jy fnr thE most im:>ort:u-,t . 

l~unmina has o.ctivt r.:;u.~:: :t !'O.A't1oulorly i n Un i tt<l Stnt c:s 

dollar notes and Indian ~·u:>EEs notEs to a s~1nll tl' 

t ::t cnt in Unit td Sto:;; .:s ~·· eas11ry and Inclian ru;>cts 

c'tEcks to a st i ll sr.llll~. =~· t:-:t tnt i n ill.l>'ma ru:>c= a:>c: 

~'l&l•l;tt r at £8 : lJni i; Ec:'. :.Ot;,~ CS dollc.r notES 50 to 1- l'"-t E 

has :;on£ as h~:;h as 60 ;,ut only for n shor t t:..tl£; liu;,-;; ccl 

States TrEasury chEc~s 40 to 1 ; Inclian rup ees n--;; ~s 

and ehtel:s 1619 to 1 ; :1nrru. rupEE not to 12 to 1; ::on(; 

Kon:; dollar notes 5 to l and ••iasttrs 20 to 1 . 
' Chunckina blnolo: l:!r.t~:.~c t t"n~cs : un:daci Ste:;;cs 

dollnr not t s 50 to 1; ··,n:.'.; cd [>tat ~ s Trensury c: ,ec!:o 

~0 to l ; l nclian l'Uj)EE :1ct ts r.nd ohtcl<s 16 to 1; ;;ul'OD. 

rup EE notes 6 

... .. 

Regraded Unclassified
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-2- t,,
1

~148~, Ute Ei:lb e::r .'.11 •'· > • (S CT.!.. ON T., · ' ) ~ 
•• · -·· - .~ .... .:. , ~:;'0::1 

Chun!Ikin:; vio. !.Arachi 

l'U!)tt n otu 6 to 1 L\:1(. ::on:; !Cone dollar not~s 5 to 1 . 

I:lltil:l.n black ••1ar~:~t co:J:;':intd to Un:..ttd States c".ol:.a•• 

,,_,t to and chtcl:s , 

(2) l.!e.cu.ituC:E o£ 'lolur•t ot: transactions . 

(A) It has bEEn (!') that Uni~Ed Statts soli.:i.:;;-s 

250 1 000 in UnitEd St at to C:ollu notu into blo.c!.: t: .:·:-tt 

ia 1ncrtasing and tho.~ CJ.\ount o!' Unil:td Stat~s t:oll~· 

In nd(:i. tion 11 so1all o.:·:c;1:;1t o!: Un:..t Ed Stnt ~• dol~.~· 

GAUSS 

(*) A?parcnt omission 

• 
• 

Regraded Unclassified
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AS 
This t c1cc ram m~st be 
paraphrased before btinc 
oou~~nioat td to nnyo11 t 
otlltl' t han a Govornmrntn1 
n:;tncy. (Bil) 

Secretary of State, 

"/nahington . 

326 

Chun::l:ing via Karacili 

Dat cd Dee £mbti' 11, 19~:; 

nco •d 11 :39 a . tt., loth 

1~811 DecembEr 111 ~ ? • U • (S~CTION POUR) 

D. llo csti=tcs :::l'; ava:.1ab1t aa to =::nitude 

of transactions in UnittC ~tntcs Treasury ehec!~ ~,d 

ot:ur currencies and cllce!:a . It u !O'lown, honcvc, 

th:1t sale of Um.t Ed 3t~.t :o dollar notu ~nd th:.i: 

ti.,~c.:in~ in InC:.ian r upet: notes cmd ohtoks i o cona:=.d:ro.bly 

r.IOl'Z active t han in !:h1::o:"JO. rupcea , Hona l{onG doll~.•·• and 

piaat ~r s . 

C. Accordinc to a l'!!:l:4ablt souro t traC:.itl=:: ::..n nll 

.:orticn currencies 1., :i:un::.:in:; blaok tnar!ctt at t:>e 

:>c:;innin:; of liovC!Ibn• nas avcrogin:; the ec.uivalcnt of 

ont la.!:h of Indian r u,cc :'cr wtck. 

Thr££ . SourcEs o:: ~ol•t!..:.;n currenciEs . 

A. United Stat : s dollal' notts and Trensm'J c:lEcl:s-­

almos~ entirely Unit <d Stat <s oo1d1 crs tht r c.:tn:'.:ldc:• 

oor~inc from trnns1£nt lln:.t cd Sta'"o Oov trnm:ut or:::i c:LD.l s 

nnd other visitors . i~ch lunurican soldier ;.n Ch:i.:1n 

r£cEiVE3 t,D:..'".;:d 

.. 

• 

• Regraded Unclassified
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- 2- i~l4El41 Dtctmb t r ll. , 1 p . m. (SECTION !'OUR) , fl'oo 
Chungking via Karachi 

r <otivts UnitEd Statr~ dollars 40• 50 in notta ,E~ 

month (USAF malcts its off:l.oial purohaou of suppliro, 

tt otttra, with fapi obt~in£d nt official r atE) . 

B. I ndian and Burn1A ruptt and Hong Konc doll"" 

<lid :1ot sEll thEir to1~::1:1n currEncy boldin~Ja to !;OVEl"n -

r.ttnt ban!:s . 

GAUSS 

JRL 
' 

• 
~ . 

.... • 

Regraded Unclassified
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AS 
This tElEgram must bE 
paraphrased bEforE bEing 
communicatEd to anyonE 
othEr than a Gov ErnmEntal 
aatnoy, ( DR) 

Chunglci ' IS via ICaro.ohi 

DatEd DEoEmbtr 111 19~2 · . . . 
Rto td 5 :07 p. m., l~th 

StorEtary of StatE, 

l"las~inston . 

11..841 Dtoonbtr 111 4 p , m. (SECTIOll FIV<:) 

C, Indian rupH chEclca - travElers and pErsons 

wh1:- k;; ~p thEir banl: accounts in India, 

D, PiastErs -- ·YunnantsE hoards , 

:tain btntfioially: (a) Chinese buyinc Un::.tcd 

.~to.tr.J dollars and Xn <:ian rupEes to (onE) honl'L in 

-:'">.:i;~t and (t11o ) bU> coods in India EithEr ror :>ur;>ost 

uf ~mUGJling into 'c~na or to board paoktrs acninst 

rising pricEs thErE, 

(B) ChinEsE buying Burma ruptE and Hon:; :;onr: 

dollar notts to ho3rd in China, 

Chin EsE buyin:; ,iastErs in dry sEason for ~~rohnst 

or goods in Incloohina to bE smua:;ltd into YUnnn.'1 . 

D, ForEiGn;:rs lto.vinr; China who wish to a cqui rE 

Unit Ed Statts doll~n·s or I ndian rupEEs a:;nin•t fa;>i 

thEy cannot 9onv w.•t i~>to forEign ExchangE thro:~ 

lEgit~atE chann el s , 

l!ain o:a.t E~ory 

Regraded Unclassified
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" 2- !~1481 1 D Eo E111b tr ll, 4 p. in. ( SEOTI Olf PIVE )'
1 

from 
Ohun~kins via Karachi 

329 

Main oattcor y is probably (a) . ThErE :i.s a rumor 

ourrtnt which it :1aa bEEn 1mpoes1blt to chtclc t;lnt 

somE ot: unitEd StatEs dollar and Indian rup~cs notEs sold 

into black markEts havE rEachEd En Emy hands . 

( EliD OF !lESSt..GE) • 

GAUSS 

BB 

• 

Regraded Unclassified
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This t elegrr m must be 
paraphrased before be ing 
communicated to e nyone 
other thl>.n E> Go vernment pl 
sgenoy. (BR) 

Beoret~ry of State, 

'Washington . 
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Chungking vie Kareoh1 

Dated December 13, 1942 

Reo1 d 12:46 a. m., 14th, 

1493, December 13, 9 a . m. 

TO THE Si::CRETA~.Y OF T'!E: 'UIEA&lf:l'i f'RO,f ADLER . 

TF 79 oonfidentitl . 

Ref er ence per~ t wo ~r l our 1209, Decumber 9 . 

One . In ~ conver sFti on with me this morni ne Dr . 

Kung Pft '. r some b~ckground ~1scuss1on srid he wae will ing 

to renew the 1937 Pr l'l'ngement unoonditionplly (repea t 

uncondit1onelly) e nd to Pocept rny dtc1sion you mri e 

cs to the •mount of ~ol~ ChinP ohoul~ purchl'se for the 

Treesury, whether i~ be 20, ~. 40 or 50 million dollars. 

The repson he hed ~U~festtd 50 million wpa thl't • a thrt 

wee the rmoun t purc~se~ in 1937 on your edv1ce he would 

like to retc in the sem£ sum on ecrmrrk primf r i l y es a 

friendly gesture to you but rlso to hrve Ch1n• ' s gold 

hol~1ngs on t he same level ca i n 1&37. Throu~~out the 

convsrs~tion 1t wts e~~·rent t hP t he wpa most a nxi ous 

to ooop~rete f ully wi~h the TrttBury . . 
i~o. Dr. l ung me~e no rerar Ence to possible ne.d 

tor importing 

• 

.. ... 

Regraded Unclassified
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-2- 11493, December 13, 9 a.m. from Chungking vie Xaraoh1 

for import ing gold in conjuncting with the eoheme for 

eetpbl1ahing tree gold ~rket here , e question which 

I underetend is still pending. 

Three . China still hee ten million dollere 

unobligated gold in New York, She could therefor bring 

her gold holdings in New York uo to 50 million by 

purchAsing torty million gold rr~m the Treeeury. Tb1e 

purchase could be mPde entirely ind~pendently or 

renewal of 1937 arrengement . 

GAUSS 

CSB 

Regraded Unclassified
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COPT 110. / 3 

Inforootlon roooivod up to 7 A.M., 8th Dooombor, 1942. 

On tho 5th one or H.M. Submuinoa olaimod throo bite on • north­

bound convoy or 2 ohiptJ eocortod by ) destroyero oouth or NAPIJ!S. Eerly this 

lliOrning a h<>ollewar4 bound convoy waa attacked )00 mlloo oouthaoat or GREiliLIJID ond 

l shipe torJ*Iood . 

2 . I!JLitAJ!l 

'!WISIA. Regrouping or our rorc01 in tho ro ..... rd .,... na cooo­

pletod dW'inC 5th with torwud troopo holding positiono o¥Orlook1ng 'fEOOURBA. 

Early 6th tho en-.y launched a strong tank and infantry attock in 2 columna 

against a U.S. 1n1Mtry unit holding J!L 006SSA 5 .Ulea oouthweat or TEII:)IJJUlA. 

During cottt\laed And heavy fighting our posit-iono were ponot.ro.t.od. A counter 

at taek by a U.S. medium ta.nk bAttalion Md 4 fUrther counter attack t rOJD north 

west acrose the MEDJDU>A River did not reatora the whole polit.ion. There were 

tank loaaea on both aides, 1nfentry losses were eonaldornble. Durinc: t.he nlgtt. 

6th/7th 11th llricado woo w1 tMro"" slightly towordo 11121JU. t1. BAB. Par t or e 

U.K. unit which waa cut orr dW'ing t.he rithdrawo.l on tM )rd hu ,_ rejoined OW' 

Min toreee. P'Ur~r r.1ntorc811ent8 re:lo.hed t.he forward &He yeat•l"da1· Spe<:lal 

service uniw which haYo bHn operating to tha west of BlZ!l!rA tor· sC>OO days and 

have inflicted conlidere.bl.e lo81ea on enemy M.T. 1\avo now reJoined our forward 

WJ!STc.RN fRQt!T. 7th. Our atrorort on harr•oo1ns opent1ona doa­

troyod or d..,..sod 11 loc01a0tives, damaged ) l, 500 tan Shipe and 10 omoll craft. 

En.., caaualt.1e1 1, nil, n.il. OUrs s, nU, nU. 7th/8t.h. )6 al~rart ware sent 

aea...tning, all rotumod ...Cely. 

PJ!Il!CH t;()fml Af!!IC.t. On 5th ond SUV6th Alllod t..boro ottockeo 

tho docka at tuNIS ond BIZ!IiiU, oleo drtlelds AXrRID I!RTA and noor PAID. f'rcc 

these operat.ion8 and .rr<. otfena1•e eweepe on Stb &ncl 6·th •• loeaee 4, ) , 8. 

11 doatroyod. Regraded Unclassified


	00593
	00594
	00595
	00596
	00597
	00598
	00599
	00600
	00601
	00602
	00603
	00604
	00605
	00606
	00607
	00608
	00609
	00610
	00611
	00612
	00613
	00614
	00615
	00616
	00617
	00618
	00619
	00620
	00621
	00622
	00623
	00624
	00625
	00626
	00627
	00628
	00629
	00630
	00631
	00632
	00633
	00634
	00635
	00636
	00637
	00638
	00639
	00640
	00641
	00642
	00643
	00644
	00645
	00646
	00647
	00648
	00649
	00650
	00651
	00652
	00653
	00654
	00655
	00656
	00657
	00658
	00659
	00660
	00661
	00662
	00663
	00664
	00665
	00666
	00667
	00668
	00669
	00670
	00671
	00672
	00673
	00674
	00675
	00676
	00677
	00678
	00679
	00680
	00681
	00682
	00683
	00684
	00685
	00686
	00687
	00688
	00689
	00690
	00691
	00692
	00693
	00694
	00695
	00696
	00697
	00698
	00699
	00700
	00701
	00702
	00703
	00704
	00705
	00706
	00707
	00708
	00709
	00710
	00711
	00712
	00713
	00714
	00715
	00716
	00717
	00718
	00719
	00720
	00721
	00722
	00723
	00724
	00725
	00726
	00727
	00728
	00729
	00730
	00731
	00732
	00733
	00734
	00735
	00736
	00737
	00738
	00739
	00740
	00741
	00742
	00743
	00744
	00745
	00746
	00747
	00748
	00749
	00750
	00751
	00752
	00753
	00754
	00755
	00756
	00757
	00758
	00759
	00760
	00761
	00762
	00763
	00764
	00765
	00766
	00767
	00768
	00769
	00770
	00771
	00772
	00773
	00774
	00775
	00776
	00777
	00778
	00779
	00780
	00781
	00782
	00783
	00784
	00785
	00786
	00787
	00788
	00789
	00790
	00791
	00792
	00793
	00794
	00795
	00796
	00797
	00798
	00799
	00800
	00801
	00802
	00803
	00804
	00805
	00806
	00807
	00808
	00809
	00810
	00811
	00812
	00813
	00814
	00815
	00816
	00817
	00818
	00819
	00820
	00821
	00822
	00823
	00824
	00825
	00826
	00827
	00828
	00829
	00830
	00831
	00832
	00833
	00834
	00835
	00836
	00837
	00838
	00839
	00840
	00841
	00842
	00843
	00844
	00845
	00846
	00847
	00848
	00849
	00850
	00851
	00852
	00853
	00854
	00855
	00856
	00857
	00858
	00859
	00860
	00861
	00862
	00863
	00864
	00865
	00866
	00867
	00868
	00869
	00870
	00871
	00872
	00873
	00874
	00875
	00876
	00877
	00878
	00879
	00880
	00881
	00882
	00883
	00884
	00885
	00886
	00887
	00888
	00889
	00890
	00891
	00892
	00893
	00894
	00895
	00896
	00897
	00898
	00899
	00900
	00901
	00902
	00903
	00904
	00905
	00906
	00907
	00908
	00909
	00910
	00911
	00912
	00913
	00914
	00915
	00916
	00917
	00918
	00919
	00920
	00921
	00922
	00923
	00924
	00925
	00926
	00927
	00928
	00929
	00930
	00931
	00932
	00933
	00934
	00935
	00936
	00937
	00938
	00939
	00940
	00941
	00942
	00943
	00944
	00945
	00946
	00947
	00948
	00949
	00950
	00951
	00952
	00953
	00954
	00955
	00956
	00957
	00958
	00959
	00960
	00961
	00962



