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Deo.aber 19, 1942 

llml<IWIDUil FOR THE SECRE'UR!: 

On Frlclq, O.o•ber 18, 1942, follOidng the 

conference with Senator no.n-7 regarding applloatlona 

1 

for branches for the Bank of Allerica B&tlonal Truet aDd •• 

S&rlnga i.aeoclatlon, the Seoreta1'1 requeated )(r. Bell 

and )(r. Delano to reaaln a fn aomente for a dlaeu11ion 

of the )liohigan branch bank dtuation. Senator Brown 

had prnlou.ll~ •ntloned the utter onr the telephone 

to the Secretarr, indicating that he waa lntereeted in 

two branches for the Kiohigan National Bank, and that 

he thought thq ahould be granted pr0111pt~ in order 

that the7 alght beoOM tffectin before the first of 

the rear. .lt the Seoreta1'1'• requ11t, lfr. Delano ex­

pl.ai.ned that the )(ichiga National wae a branch qatea 

operating ill Kichigan with ita head office at Lansing 

aDd branches at Saginaw, Grand Rapida, Flint, Jiarahall, 

Port Huron (4) and Battle Creek (2) . The •1stem, whioh 

11 controlled bf the Bohn .llualnwa interuta, hae 

, 

• 
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clepolih of aouthillg onr $80,000,000 aDd a capital 

atnoture of $3,000,000. The Bohll illteruh han b"n 

frhncl}T to Seaator Br011Jl aDd the Adainhtratioa, aDd 

Yigeroua}T supported the Seaator ill the recent election. 

Kr. Delano .further explallled that 101111 fn 

ween prnioua}T, the llall&(-nt of the Kichlpll lfatioaal 

baa lllforaallf approanhed the Office of the ea.ptroller 

of the CQrrenCT with a request for two branchee, one ill 

Detroit llld one ill Bq Clt7, lloth of which were to be 

coni\DD.I.ted by purchase of small exilting banks in thoae 

areas. Senator Brown, who accompanied the bank'• 

officers at the time of the lllformal request, baa ex­

preeaed hlmlel! as entire}T diaintereated in regard to 

the Detroit branch, but hoped thet a0111ethillg could be 

done to paas fuorab}T on the Bq Cit,. extension. J. 

rnin of the J~&tter by the Office of the ec.ptroller 

had resulted in a denial of the requeat for the Detroit 

br.nch and. a atateaent that the propoaed BaJ Cit7 branch 

would be giYen careful consideration if a formal requeat 

were forwerded. Subeequent to thil denial ae to Detroit, 

which occurred on Nonmber 20, the Senator baa approached 

the Collptroller with a requut that both branchu be 

•• • 
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graated. He requeated pra.pt aotion beoanae of the 

iapending Meting of the State Leghlature and the 

probabil1t7 that that boar would paaa legialation 

prohibiting aJt f'arther expanaion of uiating branch 

.,.te ... 
lfr. Delano then rni ... d the reaaoll.l for hia 

deoiaion in deDfiDg the entr, into Detroit ana for hi• 

oppoaition to granting the S., Cit7 requeat. The 

reaaona aa brieflJ ~iaed follow: 

(1) Ver, reliable aourcea olearlf indicate 

that the legialature whioh ia to oonTene in 

1948 will oertainlJ paaa legialation prohibit­

ing the action under oonaideration. To grant 

a branch expanaion of 1Df ld.nd jut prior to 

the &!.oat certain paaaaga of .uch legislation 

would be tantaaount to thwarting the will of 

the people of lLiohigan and would appear to be 

indefensible froa a publio relationa atand­

point. 

(2) The graating of theae two applioationa 

fer the lLiohigan !Jational, parlioularlJin 

3 
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the utter of tho one for Detroit, aight well 

be oonatruod aa inconaiatont with our attitude 

tOW&l'd further branoh oxpanaion of the Bank 

of .A!Mrioa National Trust and SaTing• haooia­

tion. 

(8) Certai~ u reg&l'U Detroit, thoro b no 

need of additional banking facilltioa. The 

oit1 hu twolTo (1.2) banlta with onr ou hwldJood 

(100) banlting offloea. Tho appronl of tho 

applloatlon of tho Michigan National Bank wouli 

4 

be oquinlont to tho authorising of a new national 

banlt in Detroit. 

(4. ) The population of Lanalng b about 77, 000 

and tho population of Debolt h approxiu.to}T 

1,600,000. It h oontr&l'T to aouild banldng 

aupomao1'1 pollol01 aa woll u tho t hoo1'7 and 

fullotion of branch banltlng t o penalt a bank 

located in a place tho also of Lanaing to 

oatabllah a branch in a largo lnduatrial 

coator. One of tho principal juatlfloationa 
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!or branch banking ia the extenaion of banking 

!aollitiea to those ooemnnltiea which would not 

otherwi11 han auitable and adequate facilit\•• -

to .. et the exiating needa. It ia obT1oua that 

the Cit7 of Detroit ia not in need of auch addi­

tional bank.ing facilities as would be afforded 

through the eatabliahiDg of a branch of a bank 

aituated in a 11Uch naaller cClPII!mlt7, auch u 

(6) J.Irt further expanaion of the llichigan National 

at thia time raiaee aerioua ~eatione of technical 

capitalisation !actora which could onlT be reaolTed 

bJ a 11Uch larger increase in capitals tructure than 

the bank baa indicated lh w1llingneaa to Jake. 

- - -- ----
Kr. Bell expruud hiluel! aa concurriDg in the 

Comptroller's opinion, and after a further brief discussion, 

it wat the Seoretarr'• deciaion that both branch applica­

tions ahould be denied. 

f'...u..r~~ 
Pr11ton Delano 

Regraded Unclassified



II)JDAJ ~.If. Rll.IAQ 
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All f1....,o1&1 record• of hio\or," b&Yo ~oa ob&Uoro4 1a tho ~0-­

bor VIctor," JUn4 DriYo of t ho froaoury, which alroaAT bao onllotod 

$10 ,000 ,000 ,000 of borrovo4 fUDdo 1a tho war effort , or $1 ,000,000,000 

aore than tho $9,000,000 ,000 aark oot at tho boclaDing of tho oupo.lp , 

Soorotar7 Norgonth&u announeo4 to4&7, 'l'ho olghto ban boon ra1oo4 , 

ho &44o4, Ia tho hope that tba borrowing e&n be laeroaoo4 to $11 ,000,000 ,000 

b7 tho ond of t ho aoath, 

While b&nko wore ba7iag thalr uppor llait of $2,000,000,000 of 

?/8~ oortlf1eatoo an4 other lnYOotor o continued t o place f undo I a all 

o'O'&Uablo loouoo, tho $9 ,000,000 ,000 ala wao aot late laot woet an4 tho 

~•U«• cropt up to the $10 ,000 ,000 ,000 aut ooon thoroaftor. 

Althou~ rooulto of tho 4r1•o aro oxcoo41 ng oxpootat1ono, Secretary 

Mor gonthau urco4 redoubled o!forto b7 the Vfotor," J'lmd or,;aahatlon 

aDd heaY!or purohaooo b7 1nYOotoro, ao a aoano of lnourlag tbat the 

next 4rho O&D b! pootpoo.o4 until lato ll&roh or oarl7 Jprll , Boote 

aro bolac hold open untU tho clooo of blloinooo ~o•bor 23 for oubocrlp-

. -Uono b7 othoro than eo•orcl&l baato t o - throe loouoo l neludo4 In 

tba 4riYO, while oaloo of tax o&Ylngo notoo an4 oaY!o.go bondo will con­

tinuo , All ioouoo , 1nolud.1ag fro&oury bUll, &ro lnelu4.o4 Ia tho 

n ota Uoao f roa whi ch tho treaouey hopoo to raho tho tot&l to $11,000,000 ,000 
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• I aa doeplT sraUfiod b;v tho rcrperb publ1o roepoa .. to tho aoae­

tar,. aoodo of our countr,. ia th1o var, • Soorotor,. More-n~ oa1d. 

1 !l'h1o 1t tho oort of nowo that .U:1o loadoro 4roa4 to hoar and that 

they will not pera1t their a1o~i4o4 pooploo to knov, It io tho oort 

ot novo that 1nopiroo our aoooc1atoo of tho Ua1to4 lat1ono, It w1ll 

roauuro all ool41oro vho are fi~Un& tho soocl fi«ht. Tho opoo4T 

borrovtns of tho treaondouo .... h • ronoction of our .Aaer1C&Il dotor­

aiutioa to v1n the var and win 1t quic:tlT, 

"Much aore than $10,000,000,000 will be noo4o4, and I urp oftr7 

Aaor1C&Il to 41« doop into h1o pockoto ""d ba:f aoro of the .. curiUeo 

that will roaa1n aTa1l&ble until Dec•bor 23, and tho tu notoo and 

oa'f'iDI!I bcndo that will continue to be en oalo . 2'bo tuado aro an 1D­

d1oponoable aoano for aaking a'f'allablo tho ~o and oh1po, plane• aal 

tanko , vlth vhich tho araod for coo of tho Uni tod I aU ono will &chino 

rlot.ory. 

1 2'ho rooponoo b7 tn•eotoro bao boon n1.Uato4 h larco part bT 

tho •-«•• parUclpaUon in the drl,.. of aaD.T thouoando of 'fOlunteor 

vorli:oro dravn froa tho hellld~~t:, .. curtUoo, luuranco and othor f1ol4o, 

2'ho .. ""rli:oro 116•• voll ear nod tho tbaiWo of tho nat1o11, 1 

(aero) 

7 

• 
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Tho o:n u t to which prortouo r ooor4o hewo """ .,._.,-' 1o b41cah4 

'b7 COIIp&rhOA with the lar,;oot loan heretofore noattd, which wao t ho 

$6,900 ,000,000 l ourth L1bort7 LoaA rahK 1n throe welao 'b7 tho UnitK 

Statee Troaourr 1 n 1918. !o,;ether with tax aDd other roooipto of abont 

$2,500,000,000 , t ho oot16atK $11 ,000,000,000 of l>orrowln,; ""nl4 draw 

into tho !reuu..,. a total of about $13, 1500 ,000,000 110 thle eln,;lo 80nth. 

Tho honea on which oubtcr1ptlon bool<o will r..tn open op to the 

clooo of \uelnoeo Docoabor 23 for bu7oro other theA c ... or cial bankt 
' 

are f1ctol'1 two-ud-ono-helf' o duo Doc•bor 15 , 1958, aDd callable 

Decea'bor 15, 1963; 1-3/4 percent bon4o duo JUAo 115, 1948, u4 7/8 per~ 

cent cortificotoa of in4obte4neoa duo Decoa'bor l, 1943. !reaour1 of-

ficiala alto otreaaod the cont inuing aTal la'bility of t&% aartnsa noteo 

and aewtnse bond a. 

!be hope n o •"l'rtoaK thet Chrhtua aAd other bonuaea aD4 aonotar;r 

gtfto will 'bo i nTottod in aocuriti ea of t he United Statea GoTornaont. 

(Inaort foraal ...,.uncoaent 010 'b&AI< on'btcriptlona 

to and allotmonto of 7 / 8 porctAt oer t ificatea. ) 

(aoro) 

8 
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J'lpr .. r ol oaae4 b)' the 1'r ... ft1'7 ebow the\ the 4r1n 11 euoo .. I M 

cot ool7 booeu .. of the -t 1D""lft4 , 'boat IIllO ho• .. of heo.'f'7 put'­

ohelll of .. OW'l t1o1 b)' othore thaD oo-rollll bo.on, Oao of tho pr1o­

o1plll alao of the 4r1n ... to borrow a larp proportloo of t ho f'llodo 

h'oa aoDbuld.D& oouro .. , olooo thet 11 tho oou4ut &114 loaat 1DflaUoo­

Of7 aotho4 of 1'roaft1'7 borrowioc. Of tho total ellloo of $ 

to tho olooo of buaiaou Dec•bor 18, abo'Clt __ porcoat ... to -rollll 

'ballU aD4 ___ porcont to otherl, 

J'w14e borrowo4 to &114 1Dola41~~& Deoeabor 18 froa all eoliJ'ceo . oil 

tho 41ffor..,t 11ao.oe, aro: 

· (Io .. r t table) 

'lho Deooabor 4r1n wu opened b)' Proo14ollt looeonlt, vheo ho 

bo"Cht tho flrn $1 ,000 Vlotory two-o.D4-ooo-hlllf troa Soorotary llor&<~otho.D, 

&114 4oolare4 \bet wo .,.t aako olll' dollar• 1 f1cht1JIC dollar•" b)' lliTootlQc 

til• 1D Oonruoat .. cv.r1Uoo. fo the l'lotory J'w14 orpniaaUoo waa aa­

o1po4 the talk of placl.o& vlth 1D4h141llll ionotoro, 'lloao1Dou finao, 1o­

ot1 to.tloDI &ll4 baolto the throo eer11o oo wbloh boolto will olooe Doc•bor 23 

aDd llloo tu ea't'illjlo aotoo aD4 Sorloe r aD4 G oaYlll«• boo41 . 

- 3J-
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TREASURY DEPARTMENT 

INTitlll Ol'l'ICE COMMUNICATION 

DATC 

December 19, 1942 
Secretary Morgenthau 

Ferdinand Kuhn, Jr . 

Regarding the distribution of the work I have 

bee~ doing, I would suggest that you give the follo.ing 
asugmunta: 

Savington Crampton: 

(1) To handle the correspondence that has been coming 
to me from Kiss Chauncey's offioe, some of it con­
sisting of letters for your signature and a larger 
number of l etters to be written and signed on your 
behalf. 

(2) To receive visitors sent by your office. 

(3) To continue as executive secretary of the committee 
that baa been working on public information on taxes 
and inflation. 

•• • 

/\A,t) (4) To handle the clearance of speeches with O.W. I . 111 
Treasury speeches by the Secretary, the Under Secretary, 
Assistant Secretaries and the General Counsel should 
be referred td¥r. Crampton, who will clear them with 
Mr. John R. Fleming's office at O.W;I . Mr. Fleming's 
office, in turn, will refer to Mr . Crampton all 
Government speeches bearing on Treasury problems; 
J,lr . Cra.mpton will circulate them amo~ the appropriate 
Treasury officials, and wills end thur comments or 
suggestions back to Mr. Fleming. 

• 
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Peter Odegard: 

(1) To direct the writing of public messages signed b1 
the Se~retary in connection with War Bonds. This 
applies equally to telegrams or letter-messages which 
go out to individuals or groups over the Secretary's 
signa ture. Except tor routine telegrams, such as 
those to factories, the public messages should be 
submitted to the Secretary before being sent; 
Mre. Klotz will help in rush cases where a deadline 
baa t o be met. 

(2) To handle all Treas1117 relations with O.W. I. except 
in matters of speech clearance . 

(3) To mark passages of O.W.I. Intelligence Reports or 
other public opinion surveys if be thinks the Secretary 
would be interested in them. 

Harold lo\ager: 

(1) To prepare the Secretary's public speeches and to 
assist in the preparation of other formal statements. 

The best rocedure on speeches will b as follows : 
The Secre r y will "talk" his ideas o ~r. Mager, 
who will d cuss the problem with • Gaston and 
Mr. Odegard nd then write a fir draft; the first 
draft will tn n be shown to the ecretary, to see 
whether it mea s his idees in general way; Mr. Mager 
will then write second dre , an4 will circulate 
it among members f the Sec et ary' s staff for their 
comments and sugge ions. Successive drafts , if 
necessary, can be wo ked out in group diacussio~ 
with the Secretary. 

(2) To writ e or assist the writing of speeches or 
articles for other Treasury officials who ask for 
his help. 

Herbert Gaston: 

To edit, tor style and content , all speeches other than 
the Secretary's, ana to approve them !or policy. These 
speeches shall not be made unless Wr. Gaston approves 
tbe manuscript. ., · 

:r· ~· 
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Dear kr. Secreta>7: 

n:IJIUL BISilllVJl :B.AD 
01 DV TORI 

Deceaber lS, 19112 

Attention: Mr. B. D. Vb1\e 

I .., encloaing o1U' coiiJ)1lat1oo !or \b.e ,..ole ea44d 

Dec•ber 9 , 19112, abow1"4; dollar clhburoo .. nta out of the 

Br1t1ah z.ptre end ~rencb accouota at th1o bank ond the 

meau by ..tl1cb these oxpenditu.res vere financed. 

Fa1 th!ull7 youro, 

Jo/ L. I . ltoolte 

L,. w. hoke , 
nco Pr .. ldont. 

'lbe Honorable Ben17 llor ceathau , Jr., 
Secrlta>7 of tho !Tea11U'7. 
Wethington, D. c. 
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BRITISH AIR COMMISSION 
17- MAaaACHU..,.,.. AV&NU& 

WA8HINOTON, D. C. 

llith the COIIpliaenta of Britlab Air CoJOCiasion 

who enclose Stat.eaent No. 64 - AJ.rereft Despatehecl 

- for weak andecl December 15, 1942. 

Tbe Honourable Henry llorgonthau, Jr. 
Secretary of the Treas ury 
l!ASillilGTON, u. c. 

December 19, 1942 . 
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NOT TO B£i· R§-TRAI!SI!ITTBD 

BRITISH MOST SECR£T 
~~!1. S!C@t 

COPY NO,...Jl_ 

OPTEL NO, 438 

Inf ormation r eceived up t o 7 A.M. 19th Dec, 

1 . NAVAL 

One _of a..M. destroyers was tor pedoed and sunk wes t of 
Oren yesterday. Six offi cers including the Captai n and 167 
Ratings were rescued. AnotheT ·or H.M. submar ines sank a 
Southbound ship and possibly a second in Central !led . on 14th~'". 

2 . MILITARY 

~. Advanced U. K. light armoured elements 
reached No1IIIB Area night 16th and were joinQd there by a 
brigade of N. Z. Di vi sion morning 17th . These units engaged 
enemy in this area during afternoon end evening when our 
advanced forces were ten miles ~le s t of Nofilia but enemy units 
in Nofili a and vicini ty were still under fire f r om our troops 
and appeared to be withdrawing Westwards , Damage and 
casualties infli cted on enemy in this .erea and some prisoners 
taken, Consi der able enemy M.T. movement Westwards between 
Sirte and Buer at . 

3· AIR OPERATIONS 

Wester n Front, 18th. 11 enemy aircraft operated 
over Coastal Districts in Kent and Sussex. One was destroyed 
by our fighters one of which is missing, At Eastbourne bombs 
were dropped in the shopping centre , Twenty persons were 
killed and ten are missing . A Whitley engaged on air Sea­
rescue 200 miles West of St . Nazaire was attacked by enemy 
aircraft, The Whi tley damaged two J U 881 s and l ater destroyed 
one F VI 190, a second F f1 190 being shot down by a destroyer . 

T~isia , 17t h . U, S. bombers attacked Tuni s . 
Bostons bom~d an airf ield near Tunis, 17th/18t h. 

~. We l lingt ons dropped 22 t ons of bombs on Tunis 
and Le Ooule'tt"e. Lar ge tires ware started at a fuel s t or age 
depot and hits were se~n in the docks , 

Sicil y , 17th/18th, Beaufighters dest r oyed t wo 
J U 52's taking off from Castelvetrano and made several hits on 
seaplanes at Marsala , 

Mad, 18t h , 4 Italian transportS~ 82's probably 
carrying troops, were intercepted in the Sicilian Channel. One 
wes destroyed, The other three were severely damaged by 
Beoufighters one of which is missing , 
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OOI'X 110. 

Infonoatlon received up ~o 7 A.M., 20th December, 1942. 

l. !MY& 
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It 1e reported that a Rut.Jaia.n t;arshtp has eLU'lk an enemy 8,000 ton 
~raneport in the BLACK Sta. 

AttACKS ON SHIPPI!IC. OUrint tho wook 12th to 18th lJ ohipo were 
roport.od to have boon torpodoed - a Britioh tonker (otUl atloet), a ltororegiAn 
t.unltor, a BriUeh and e 884ien ohip 1n con•oy 1n North-lfeetarn Ap{'Z'OOches, on~:_... 
Br1Uob end ono Dutch ship 1n tho fleet AUentlc, one !lritlob ship (wtlicb lotar 
arrived 1n por<) in the Azores area; a Brithh elllp end o NorwegiAn tanker 1n tho 
i nd ian Ocean, and a Britlab r.nd a Nonregi&n ship in tho South AUentie. Two other 
Brithb ohipo ore presumed sunk by aut.arlnea, probably 1n the Swth AtJ.e.ntic • 

. ln addition, one Norwegian was sunk and J Br1t1oh obipo •are doaegcd by Inman 
pcdooo 1n ALO!:.IlS Boy, on1 a ?ranch ship ••• sunk by airorort near BOUCI£, One 
Britloh ohip, torpedood in Nove:>ber, has reachod port. Ona United States, 1 
Rusolan, l Ei.rean and 6 Bri U .sh ships prev-iously reportAd overdue are now pt'GS\U:led 
lost. 

2. !.IILITARX 

LIBYA. Early on 18th HOfl~L!A woo finally cleared of the enolll)'. 
1118 troopo con~inued to withdraw along the •~••tal road throughout ~he dey end by 
afternoon were weet of SULTAN. 2nd New Zealond D1via1on continued their advance 
e..nd vy ovtn1ns wore about 25 miles eo.at. od ~UL'rAN. 

RUSSIA. In the !Iiddle Don area, Ruui.An troops have launched an 
offonsivo and oecupled the towns of NOYX, NOVAXA,IW.l'I'V.UY, U!Hillll'011J{A end 
end tho dinrict cent.crs of 'l.&LY, R.\DCHLNSKO~ and i.'OttOVSKAYA . Southwest of SrALlii­
GRAD, the lncreaaed Genu.n thrust aa.y hc.ve a.de proe:reu . 

!!Ot.IIA . Our troops beve advanced to & poin~ on tho !W.APIJIZIN !Uvor 
1~ ..Uoa oouth of BUnllDAOliC . fhey are not roJ-t not 1n touch witb th& Japanese 
"ho h&vo •Hbdron> towards AKYAB. 

h.:.St.l\N f'RON'l'. 19th. 6 enollY a.irora£t. croaeed t.he aout.h coaot . 
~~QY casualties ), 1 , 2. 19th. 15 aircraft woro aent. ooa mining. 

r~IIISIA. 17th CAB:'.S and ~IDI rABo'l' uirfield (northwoot of 'l'lllllS) 
uere uaoh at.t.acked by 12 United St.atos Boat.ona at. n1ght. ) Disleys were dest.ro1ed 
on tho around at CAIIhOBG!\r . 

18th/19th. l'olllngtons dropped 20 tone of hombo on the docks ot 
'fl'NIS and LA COULt:rrE rlt.ll good e.ffect. United Stoteo Liberators froo LiBYA 
~ttackod 000$1: Harbour starting a Lars- fire. 

!!!!:!!.· 18th. At about 10 P·•· 40 Junkoro 88 Mdo lov-bvel bcN;tbL.f 
•tt.Mko 1n bricht 110011U,.t upon our airfield. One "" obot down. At LOc:A, 7 lo..­
lins\.Ona •er. deat.rcytd 01\ the vound and I. air<:rn.rt. ctuaced . 

.w?!TiRRAll&e.H. 19th. ll•lte Fichtaro ohot down S .,_ l.rensoort 
•Lrcraft. Ono fighter aissing. 

rR!POLirA!IIA. 18th. fightor-boobere at.tackod .,_ eecbenical 
·rant,>Ort. tn t.ho :iUL1'1Jt &J'Ie& M.t.h Good res\llt.a. Regraded Unclassified



GROUP 

Present: Yr. Bell 
.l(r. Buffington 
lfr. Odegard 
Wr. SulliTan 
wr. Kuhn 
llr. 'nunpson 
llr. Schwarz 
ilr. Blough 
llr. Haas 
Mr. Cairns 
llr. Paul 
llr. \\hi te 

H.ll. JR: Norman? 

Dec~mber 21, 1942 
9:30 a.m. 

llR. THOMPSON: It miint be of interest to know 
that our staff of adminis~rative men in the field 
gathering in equipment, have picked up seven thousand 
four hundred and six piecee - t1Pewriters, adding 
aaohinea, file cases, and so on . 

H.K.JR: Pillow cases? (Laughter) 

llR. THCiiPSON: File casu. They have a value of 
two hundred end sixty-nine thousand dollars, turning 
practically all of it over to the Public Debt and 
Internal Revenue. 

H.K. JR: This ie just Treasury? 

llR. THOMPSON: Just Treasury. We are surveying 
all of our field activities to get the maximum use and 
pick up all surplus equipment. 

H.Y.JR: Well, speaking on that, the other day 
the President •as going around talking about ~xtra 

23 

Regraded Unclassified



24 

- 2 -

Government people. He first said - we were talking 
about freez1ng the people in their jobs, and manpower, 
and so forth - "And then to take Justice, for instance, 
with Immigration - they have nothing to do, of course. 
And the .Attorney Genera! fell for tlie bait, and he made 
a passionate speech about what he was d~ing. 

He said, 'Look at Customs." 

I said, "I am not going to answer you . • The fact 
was, I didn't know. 

He said, "The people used to caae in; t hey would 
rush down to the docks and examine their baggage - and 
now what are they doing?" 

MR. BELL: Port work, aren ' t they? 

MR. THCl!PSON: Yes - the exports. The exports are 
pretty near taking up as muoh--

H.M. JR: Does anybody go through Custans, ·people 
like that in the variou s bureaus, to see--

~R. THOMPSON : Yes, they are being checked all the 
time. 

H.ltl. JR: V.han by? 

llR. TII<J.U'SO.~: Our people are checking ail their 
equip~~ant, and so on. 

H.M.JR: When you take the equipment, what about 
the people who work? 

llR. TROUPSON: ltlr. Gaston baa his people going 
through and checking. 

H. lti . JR: Does anybody sort or - as an outsider, 
ao to apeak, so somebody doesn't do it to us - catch us? 

• • • 

( 
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MR. THOMPSON: No, we haven' t done that recently­
kept a close check on th4t . 

H.W. JR: Any Bureau of Efficiency people left who 
are working, Dan? 

IIR. TH<l.!PS<Jf: Harol d Graves ia the only one left 
around here. But we have some very good men being 
trained and brought into that , 

H.M.JR: All right . Supposing you make 
of people responsible directly to me and let 
just as soon as possible. Will you do that? 

IIR. THCilPS<Jf: Yea, sir. 

a couple 
them start 

We also have same major space moves in the field 
in connecti on wi th Internal Revenue. The plan wi ll be 
to move out of Federal buildings the Revenue offices 
where t oere isn 't sufficient apace in the building to 
expand . Where there is space available by moving out 
other activities, we wi ll do that . In Boston we are 
moving the Collector out of the Federal Building i nto 
other space; but that is being worked out. We have 
had meetings with Public Buildings and the Post Office 
and Internal Revenue. It is going along nicely. 

H.Y. JR: I still think t here should be somebody go 
through before somebody else does it f or us , 

MR. THOMPSON : We are going to have t o go t hrough 
the whole Department in our budget operations in fight­
ing the cut because of this salary raise . 

H.M. JR: That was the ahole - what the President 
wanted to do waa to give them the salary raise and then 
laf off enough personnel so there would not be any in­
crease in the pay roll. He had the memorandum from 
the Bureau of the Budget asking for - saying every 
department should lay off enough people so there would 
be no increase in the pay r oll . 

... • 

, 
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I said, "That is impossible . " Nobody said a word. 

I said, "What you should do is hold each head of 
the departMent responsible. In some places he can do it; 
in some he can' t. If the heed or the department isn 't 
any good, you ought to let him go . But to make an all­
out ruling like that is just unfai r . • 

MR. THOMPSON : It ia unfair, and goes too far . If 
we have a forty- eight hour week we will have a twenty­
one percent increase. 

H.M.JR: I said, "ihy don't you start with the 
Bureau of the Budget; find out wha t they can do . " (Laughter) 

(The Secretary held a telephone conversation with 
Senator ~alter George . ) 

R.M.JR: I think it is worth the effort. 

MR. SULLIVAN: You bet . 

H.M.JR: Don't anybody breathe this. I think it 
is worth the effort. I was amazed that the President 
said he would let me show i t to him. We have never done 
that before . 

MR. SULLIVAN : He almost didn't let us see it last 
year. 

H.M .JR: I think it ia the right thing to do. 

YR. SULLIVAN: I think this is a lot better than 
if be were up on the Hill and you were going up there . 
It means more . 

MR. ODEGARD: I wi ll say it means more . 

H.Y.JR: I was amazed that the President said O.K. 
He said he t hought it would be f ine . 

Roy? Don't you think Roy looks a little airsick? 
(Laughter) 

•• • 
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MR. BLOUGH: No, I am thinking of a little agenda 
I hope you take up with h.im. I think you ought to go 
into a good many things he hae in his mind; as well as 
you have on your mind, 

H.JLJR: You Y1oul d go along with us . 

WR. BELL: You got yourself into it there . (Laughter) 

H.l.l . JR: At least I could learn my homework on the 
way do•rn. .•. 

MR. BLOUGH: That is • hat you meant by "air sick" -
you know that-- (Laughter) 

H.M .JR: We don ' t tell on each other, do we?(Laughter) 

MR. THOOPS~: That is all I have . 

MR. BELL: We have bad a number of l etter s from 
bankers objecting to the advertising tbat tbe Farm 
Credit agencies put out to ~et loans fran them - from 
t he farmers into these cred1 t agenci es . Now, it canes 
from Cheater Davis, Federal Reserve Bank, St. Louis. 
lie sa.ya t hat Hemingway is receiving a lot of complaints­
and par ticularly tbls program that Wickard now is start­
ing - the Food for Freedom. He baa put out some sort 
of a booklet or pamphlet, and in that he says t tat the 
Farm Credit and Farm Security are sources of local 
credit . They have said nothing about the bank credit, 
and appar ently the whole West - the banking areas - are 
pretty much up in arms. They say they are cooperating 
with you in your program, and wondered if you wan t ed to 
aay something to Wickard about i t . That is a telegram 
that came in Saturday from Cheater Davia . 

H.M.JR: Let me have it . (Telegram handed to tne 
Secretary by Mr . Bell.) 

MR. BELL: We have bad ·a number of l etters on tha t 
and merely referred tham to Governor Black, coming f rom 
Kansas and Mi ssouri, parti cularly. 
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H.M.JR: I will take care of it . 

KR. BELL: The Bank of Morocco asked us to repro­
duce their Voroccan franc notes. We could not to it; 
neither could the American Banknote C011pany. 'lie suggested 
a new type of cur rency, and said if they wanted to do that 
we would give than all the help we could . We suggested 
they designate somebody in the United States to talk 
to us about it. They have designated a gentleman by 
the name of Maurice Boyer, wham we don ' t like very well, 
but I guess we wi l l have to talk to him. 

H.M. JR: ~ho is Maurice Boyer? 

YR. BELL: I have got several memoranda on him . 
He is a representative of a bank in Paris and also 
represents some interests in North Africa. Foreign 
Funds has qui te a bit on him. I don't think that we 
can do much other than guide the negotiations . The 
Bureau of Engraving and Printing would take months to 
reproduce these notes . I think the American Banknote 
Company really ought to do it. 

H.M.JR: Wel l , I would not fool around with it . 
If they want it - I mean, if they want new stuff, I 
would give it to toem . 

MR . BELL: It would have to be new stuff; we couldn't 
reproduce the old. 

(Mr. Paul entered the conference . ) 

H.M.JR: Don't let this thing sort of hang fire . 

YR. BELL: No, no. I jus t got this this morning. 

Here is a letter that a gentleman wrote me from 
llinneapolis on the sale of farms, and so forth, in the 
territory. I don't know whether you would lik~ to have 
it - it is a manpower problem, rather interesting. 
(Let ter from the Northwest Bancorporation, Minneapolis , 
dated December 15, handed to t he Secretary by Mr. Bell,) 

,. .. 
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H .M. JR: Harry? 

MR. WHITE: You asked me to inform Phillips 
about the correction statement. 

29 

I did not do so yet because I want ed to raise the 
question whether it is desirable to do so. I don' t 
t hink be would like that correction. I think be would 
prefer to let the matter shnd as is. .•. 

I think that merely. rai&ing the 
will merely stir up a hornet ' s nest. 
r ight with you, let's let it ride. 

H.K. JR: O.K. 

subject with him 
So, if it is all 

MR. WHITE : You have 11ere a l etter frOill Bull with 
regard to the financ i al assistance of the Greek Govern­
ment. 

Bell has seen the Greek minister, and what I 
suggest is that we prepare a lett er rai sing some further 
questions as to their financial assistance and t hen you 
probably call a meeting, because it states here that 
t he President bas decided tha t some arrangement must 
be made by which the Greek Government can be kept going. 

It is our vi ew they can be kept going without 
additional assistance, but rather than take that 
positi on, draft a letter which will raise further 
questions . 

KR. BELL : Keep 'em rolling. (Laughter) 

H.M.JR: O.K. 
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H.V. JR: Should you be here today? 

liR. SCHWARZ : 'nle doctor said it wa8 all right -
that the cold weather would keep down the fever . (Laughter) 

H.M. JR: Have you a !over now? 

J.lR. SCHWARZ: No. the new York papers are late on 
the train, but the plane looks prett,r good. 

(The Secretary held a telephone conversati~n with 
Kr. Dough ton.) 

UR. PAUL: Is George still down there? 

H. M.JR: Yes. 

MR. PAUL: He was supposed to be back. 

H.M. JR: You told me that he would be back this 
morning. 

'MR. PAUL: I said that because he was to be back 
in t11'o weeks . 

H .lo!. JR: Anyway, I thoulth t it would be good ball, 
I got the President's enthusfastic approval to discuss 
this thing 1li th t hem. 

I want ·to clean up Tl1l work b7 Wednesda;y noon, it 
possible, so I think you and this intrepid flyer, Ro;y 
Blough- I wish you had seen the color of Roy' s com­
plexion when he heard the wind wa8 blowing stro~ down 
there in Georgia. I don't "know from what direct1on, 
over what manure pil e. (Lau~ter) 

MR. PAUL: When do you want to leave? 

H.M. JR: Right after lunch. 

This isn' t premeditated, because I was an~zed that 
the President - I have been worrying about this thing, the 
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difference between the Treasury and other agencies, 
and different things, on the theory that we can make 
progress fastest by getting together Tirst est, • and 
the President l iked it. So my thought was that if we 
get t he weather r epor t we would l eave right after lunch, 
and you, Roy, and I could talk about i t all the way 
do'lm there. 

LIR. PAUL: All right, assuming we are able to 
talk. (Laughter) 

H.J.(.JR: Hew, listen, I just want this to be under­
stood. I am now calling for volunteers. Nobody has to 
go. (Laughter) 

LIR. PAUL: I didn't say that I didn't want to go. 

H.M. JR: Have you had your coffee thls morning? 

Ma. PAUL: I am just replying to your observation 
about our _talking all the way down. 

H.M.JR: Have you had your coffee this morning? 

JJR. PAUL: I have. had some . 

H.U.JR: Great enthusiasm around here, isn't there? 
(Laughter) 

1!R. Sll!WARZ: That is all. The New York papers 
should be here in about half an hour. 

H.U,JR: I gave several suggestions yesterday-­

LIR. SCHV/ARZ : He checked with me this morning. 

H .• !.!, JR: .• about getting this stuff overseas. 

LIR. SCHWARZ: OWl has sent that out, and Army 
and Navy. 

H.M.JR: Do you know the fellow he mentioned who 
was in charge of the overst as office in OWl? 

•• • 
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lm. SCHWARZ: Plummer ie on the domestic desk; 
George McMillan, I believe, is on the overseas. I 
will call him further, but he did send it out. 

H.M. JR: Don 't call him unnecessarily. 

li!R. SCHWARZ: I talked with the J.rDzy" peopl e who 
take care--

H. M. JR: But the point is, I ought not to have to 
do this. I sit home and I think about it; nobody 
thinks about this stu!! for me . 

l.IR. SCH\'IARZ: We reminded them that sometimes it 
is a special--

H.K. JR: Look, Chick, nothing is done, but in the 
future let's do something. This was a good story for 
our Allies and our armed forces, but nooody made any 
effort to see that it went out. 

li!R, SCHWARZ:' We sent out to the labor press and 
asked them for hel p. 

H.M. JR: Nobody is sitting back and seeing what 
is good !or overseas that the Treasury does. Nobody 
has done a damned thing aboui. it. 

liR. SQ!I'lARZ: We sent a number of stories to them 
that t hey have sent out. 

32 

ll .J.I. JR: Here was a pa.rticular story, this financial 
atory, tha~ should have gone over . In the future I am 
sure you w J.ll. 

MR. SCHNARZ: We will check it. 

YR. HAAS: I have nothing. 

H.Y.JR: I am right, nobody has made a particular 
effort to get this overseas . 

•• • 
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MR. KUHN: I only know of that one, your Winston­
Salem speech, and they were very glad to get that . 

H.ll. JR: Which I had to aac to be done by the 
Treasury. Here is anot her one which should go over. 

MR. SCH','/ARZ: We send them a tuff, I would say, 
about four or f ive a week. 

Jl.W. JR: Schaeffer said there had been no effort 
made . 

MR. SCH\VARZ: I have been sending a lot of it 
directly. I sent the Winston-Salem speech over. 

ll .l!.JR: After I had asked for it. 

MR. SClf!/ARZ: I believe before. 

H. M. JR: Anyway, we always end up the same way, 
Chick. In the future , will you please do something 
about it. 

loiR . S<l!WARZ: We will wa toh them early and often. 

H.Y.JR: You are not feeling well; I won't start 
anything. 

George? 

MR. HAAS: I have nothing, sir. 

JIR. IJ.OUGH : Ilothing. 

33 

Jl.M.JR: Peter? Where are Jlarold Graves and Gamble? 

AIR. ODEC.ARD: They are on their way back from 
Chicago. 

ll.V.. JR: ~/hen will they get back? 

11R. ODEGARD: They should have been back this morn­
i ng, but I assume the trains are late . They will be 
back some time t his mornin&, God willing. 

( 

. .. • 
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H.J.I.JR: O.K. 

l.IR. KUHN: I have nothing. 

MR. CAIRNS: Nothing. 

H.Y.JR : If you stay behind e. minute - I want t o 
talk to you. 

WR. PAUL: Shall I take up--

H.L!. JR: No, I mean Huntington. I want to talk 
to Runti ngton. 

V/he.t have you got, Randolph? 

34 

MR. PAUL: I have e. letter that came to me from 
Senator Maybank about the twenty-five thousand limitation. 
I think it is really John ' s letter . 

H.M. JR : I sent it in to Norman Thomspon and said 
to find out who i t was for . 

llR. THOMPSON: It didn't come to me. 

H. Y. JR: I didn't know whether it went to Paul or 
Sullivan. Didn't I ask you? 

WR. 'JHOYPSO!l: No. 

II .W. JR : · llaybe I asked somebo~ in your office. 

KR. PAUL: You asked me to apeak to you about a 
chap named Ellis of the Peabo~ Coal Company, It is page 
two of something. I don•t•know what--

H,J.!. JR: Vlha t? 

I.IR. PAUL: There is 
a Peabo~ up in Chicago. 
sort of a repor t . 

another thing you sent me about 
It is the second page of some 

•• • 
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H.U.JR: He is complaining about - he wanted to 
pay them war bonds as a bonus of some kind. Isn't 
that the one? 

J&R. PAUL: He is complaining that he didn't get 
proper attention in the Chicago office. 

H.V. JR: Is ~hat Sullivan? 

35 

JAR. SULLIVAN: That is mine . (Second page of mail 
report handed to Mr. Sull ivan by Mr . Paul; also letter 
from Senator Maybank to the Secretary, dated December 17, 
1942. ) 

H.ll. JR: But he wants to do something about Christmas 
or something. lle said that they were understaffed there . 

J&R. SULLIVAN: 'n1e only office that we have had aey 
criticism about is Chicago. I had three others like that. 
Before this came in I talked with the Commissioner about 
sending some extra people out there, and I am talking with 
him again this morning. The other offices are doing very 
well, but I have had three just like this on that same office. 

YR. PAUL: One more thing I want to raise sometime 
is this matter of extending the time to file corporate 
returns. 

J&R. SULLIVAN: We are very strong for that, Jir. 
Secretary . 

H.M.JR: That doesn't have to be -- when do you have 
to let the corporations know? It is the 15th of !.!arch, 
isn ' t it? Let's postpone that . 

YR. SULLIVAN: There isn't anything pressi ng about 
it; but along the line of helping business with all they 
are up against, it is very important that we be realistic 
about that this year . 

H.M.JR: Take itup with me early next week, will 
you? 

YR. SULLIVAN: Yes , sir. 
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liR. PAUL: I have an answer to Senator George 
which we can discuss, I imagine, on the plane. 

R. M. JR: Yes . 

KR. BUFFINGTON: This is a colored cartoon from 
the "Tribune. " (Cartoon fr om the "Chicago Tribune• 
handed to the Secretary.) 

36 

H. ll. JR: They have been very good, amazingly good , 

L!R. BUFFINGTON: The Chicago Fed has u ked if there 
would be py objection to writing them a letter in view 
of their cooperation. They have apparently done a good 
deal dur ing this Victory Fund Drive. 

H. M. JR: Let the Chicago Fed write them a letter, 

MR. BUFFINGTON: That ia all , 

MR. SULLIVAN: If you get t o discussing the Victory 
Tax wi th Senator George, I think you ought to be brou~t 
up to date on the attack the southern churches are maKing 
on that. 

The General Association of Kentucky Baptists have 
published this statement, that the Victor1 Tax Bill must 
be altered or else we face almost certainly the spectacle 
of seeing Baptists go to jail in America for their relig­
ious beliefs. (Laughter) 

The vice president of the Baptist General Convention 
of Texas says: "It is the fir st time in the history of 
America that the churches have been invaded. The provision 
of the bi ll is a ·clear violation of the separation of 
the church and state and t he Bill of Rights.. FUrthermore 
it opens our churches to bureaucratic control. This gives 
the federal government the right to check church finances. " 

H. M. JR: Don' t give it to me; give it to one of m::r 
assistants who are going down with me. (Paper enti t led 
"Religious News Dispatches• handed to }lr . Paul,) 

liR. PAUL: We have h&d a lot of this, all because 
they have to coll~ct the tax on the ministers ' salaries 
at the source. 
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MR. -stJLUVA.N: I have got to do some mrk in 
Brooklyn, New·York, and I think I will get up there 
this noon end do it today and tomorrow. As long as 
you are going to be away, this is as good a time as 
aey. 

H.M. JR: Are you going t o be here? 

MR. BELL: Yes, sir. 

J! .l!.JR: When do we meet, Paul and all of you -
are jou fellows ready, or aren't y~u readf? 

MR. PAUL: We were to meet e.t t en, I thought . 

H.~. JR: I also understood--

YR. BELL: We were to meet at nine this morning, 
but everybody was held up. 

H. U. JR: WhY don•t ·you meet in Bell's office 
now -and give me a breathing spell? 

MR. BELL: We h~ve a draft , but it hasn' t been 
gone over, We went over it Saturday afternoon. 

H.U.JR: All right , we will meet pretty soon. 

37 
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Opera tor: 

Senator 
George: 

HMJr: 

G: 

BKJr: 

G: 

flMJr: 

G: 

RHJr: 

G: 

IIKJr: 

G: 

IIMJr: 

G: 

IIMJr: 

Hello . 

Senator George. 

Hello. 

Hello. 

Henry Mor gentbau. 

December 21 , 1942 
9141 a . m. 

Yea, Henry. How ere you, ei rt 

Fine. We're kind ot trea t ing up here. I t ' s 
about t er o . 

Well, i t' s pretty cold here. 

Good. Walter, I epoke to the President la@t 
night and asked him whether it would be-- can 
you hear me all rightt 

Yes , I can hear you. 

38 

I em seeing him Wednesday morning with our sug­
gestion• t or hie Budget Meeeage a e it atfect e 
taxation, and I aeked him whether it would be 
agreeable to him whether I would eee you and Bob 
Dought on before I eaw- eubmitted my euggeatione. 
Ballot 

Bello. 

And the Pres ident aaid hi 1d be deli ghted it I 
woul.d. 

Good. 

Nov you know I'm s tarting out thi s time reeling 
that if we could aort or come to aome kind ot 
agreement bef orehand we might eave three t o four 
months on the Hill. 

Yea. 

Now I know you're down there beoauee I spoke t o 
your secretary, but I could ~eta plane and 1 
come down because I think i t a eo important I d 
like to go over it wi th you. 
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What time do you - ha•e you go t t o eubmit it, Renrr' 

I have to eubmit it to him at 9:30 Wednesday morning. 

Thie coming Wedneedayt 

'Xee, eir. 

Well , we haven't a field here. I would have to meet 
you in Atlanta • 

• At Atlanta. 

'Xu. 

Tbere'e no thing at- t here' a no thing at Macont 

'Xea, they have a tield at Macon. 

But 1e it- 1e it lit up at nigbtt 

I am not eo sure about that. 

No - would - Atlanta would be the beet then, 
wouldn't it' 

'Xee, I think it would. 

Well, now, Walter, it - ae I aay I lay great etreaa 
on th1e to get your ideas because I think it1 a 
golng t o eave a lot ot headache• and heartaches it 
I could get your ideas beforehand. 

Well, I'll be very glad to meet you 1n Atlanta. 

Yee. Could you - if I could get away after lunch 
t oday, could you do it t onight' 

'Xea, I - I think I can leave here on an afternoon 
train •.•• 

'X ea • 

• •.• and be ln Atlanta tonight, yea. 

Well , now where would we meett 

Well, what time will you get into Atlanta' 
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HKJr: 
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HMJr : 

G: 
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KMJr: 

G: 
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G: 

IDIJr: 

G: 

HMJr : 

G: 

HMJr: 
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Oh, I could get there around alx o r aeven 
o ' oloolt. 

Well, I would auggeat that elther -any one ot 
the hotels. 

Yea. 

I uaually a t op at the Henry Grady Hotel. 

The Henry wha t7 

Henry &ra¢1. 

Cladyl 

Gr ady - G-r-a-d-y. 

Henry Gra¢1. 

Yea. 

I eee. 

I t 'e conven1ently located. 
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Yee. Well, shall we - a l 1ttle - or doee lt­
auppoelng llhen I tlnd out more e.bout the weather, 
what would be a good tl~e - llhat tlme would you 
ha<re t o ltno"' 

I would have to ltnow by noontlme. 

By noont 

Y ... 

Ie that- by twelve o 1 olooltt 

Yee, 

Well, I oould call you baolt between now and noon. 

All rlght. 

I - I'll ltnow then det1n1tely about the - how 1a 
the weather down there nowt 
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I t'• cold and v1nd1, ver1 vin4J. 

I a the eun ehining' 

Yea, eun ie ehining but it1 1 ver1 windy. 

Well, it ie - but you 've got the eun out' 

Oh, 7ea. 

Well , that'• all we need. 

Yes. 

I ' d bring Paul down with ••· 

Well, supposing JOU oall ••· 

Yee. 

Now I could come up tomorrow Just as well. 
I oan - I 1 d like - I th1nlt I oould go thil 
afternoon. 

Hello' 

Hello. 

You mean JOU could go thia afternoon' 

Yea, I thlnlt mr trai n would get in there about 
aeven-thlrtJ. 

I eee. Well , we oculd ••.• 

I think by seven-th1rt1 th11 afternoon. 

Yeah, we oould spend the evening together. 

Yea. 

Well, that would be fin e. I 111 c&ll you between 
now and noon. 

All right. 

Thank JOU. 
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G: All right. 

I!MJrl Thank )'OU. 

\ 
I 
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Robert 
Dough ton: 

HMJr: 

D: 

IDIJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

IINJr: 

D: 

IDIJr: 

D: 

IIIIJ'r: 

D: 

HNJr:' 

D: 

Bello. 

All right, Henry. 

Bov are you, Bobt 

Deceaber 21 , 1942 
9152 •••• 

Oh, tine, thank you. Hov are yout 

I ' m never better. 

Well •••• 

Bob, I have to eubal t to the President -- thia 
ia very, very contidtntial nov, what I 1 11> saying­
ballot 

I understand. 

Wednesday morning at nine-thirty we're submit­
ting to him our suggestions about bow t o handle 
t he tax situation tor next year in· bie BuOget 
Msaaage. 

Yeah. 

And I got hie hearty appr oval of diecueeing it 
with you and Wal ter George before I· saw him. 

Well. ••• 

Nov I waa trying t o get you earlier. I .euppose 
you were trozen up the way everybody •••• 

I 1 d like to have not got here at all , because 
I had to oome down on a street cer, and I - never 
got started, and I got - I'd like to have never 
gotten here. 

Nov I located Walter George in hi e home ••• • 

Wen • ..• 

••.• and it I •m going t o see him, I'm going to 
have to go 4ovn there toni ght to tee him. 

Well • •. • 

••• 
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But I'd like very auoh to eee you. 

Well, where do you wan t t o aee met 

Well ••.• 

I' m at your command and ready any time. 

Well, here'e my- here ' • my eituati on. My 
t r ouble is I didn't know - eomebody told me 
that George waa going to be here thie morning, 
and he .Uaepoke h1meelt, eo I nov t1nd that 
he i sn't and I'm going to have to go down 
there eo I'll have to rear •• -and it I go at 
noon, I wonder ed it I could eee you t omorrow. 

Yea, a1r. 

Well •. • • 

It I 'm l i ving you can. 

It you ' re living - well , you ' ll be living. 

Well, I'm hoping eo. 

I'll guarantee t hat. 

Yea. 

Now do you want - thia will t ake a couple or 
houre. Do you want t o etart at l unch time 
and then work through tomorrow afternoon, 
eo•eth1ng like thatt 

Whatever eul te you better. 

All right. 

44 

Juat after lunch, there le a lot of bother about­
were you coming up or do you want me to come 
dovnt 

Well, I want to do it where we won't be seen. 

Juet wha tever euite you better, Henry. Your 
time ie 111ore preoioue than mine right nov. 
I've - I'm in no special rueh. 

... • 
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Well, 1f I go down to At lanta, I th1nlt I 
could be back here by one o ' olook tomorrow 
1t everything went well. 

Yeah. 

45 

So 1t you d1dn ' t m1nd me:ybe we oould have lunoh 
together and .then work on 1t r1ght etra1ght 
through the afternoon unt1l we got together. 

'iell, 1t tha t eu1te :you better, I'll Just -
1 t 1ll eu1 t me. 

Well, then auppoe1ng .... 

Wby don't you - why don ' t :you Just leave ott 
the lunch, and when I ge t down Just •.•• 

No, no, no. 

'iell, all right. Well, we won't argue. 

I want to give you victuals. 

Well, all right. 

And euppoeing •••• 

I don't know whether I' m worth =:r reed or not. 

I think :you 1 re worth a lot. 

(Laughe) Well •.•• 

So let ' e leave 1t thie way, and- and =:r ott1ce I 
w1ll be 1n touch w1th J OUre i n case there • 
any- I don 't get here on t1me or an7tb1ng, JOU 
see? 

You Just have them call ae, and l e t me know 
again •••• 

Yeah, end we' l l l eave - euppoeing we l eave 1t 
tenta t1vel:r tor one o ' olook tomorr ow? 

One o 'clock and then the7 oan call me and let 
me know tor oerta1n, or 1! I don't hear shall 
I be down there •• . • 

,. 
• 
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Yea. 

•••• or shall I wait to hear rrom them' 

They 1 11 - they' 11 1 e t you know. 
meantime, I 1 m goll)fl to try t o go 
Atlanta and baok. 

But 1n the 
down to 

All right , I hope you have a nice, sate trip. 
I know you enjoy your •••• 

You don't want to take a r1de, do you' 

No, I don't think eo. 

What' 

I know you'll enjoy- oh yeah, I wouldn ' t 
m1nd 1t -but I hope you ' ll enJoy your t r1p 
w1th- v1a1t wi~h Senator George. I expect 
I ' d better etay h~re and work. 
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All right , well, I d1~n 1 t want you to reel hurt 
nov. 

I don't- I d1dn 1 t want you not- 1! you went 
a r 1de , you know. 

Oh, I'd 11ke to r1de w1th you alwaye, but •••• 

No , I'm Just Joking. 

Yeah. 

All right, Bob. 

Wellf I'll walt until I can get further orders 
and 111 be right read,y. 

Thank you. 

Thank you. Goodbye. 

•• • 
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~ 11,1,-1 

At nelltJ •tnahe of ••wn llada7 nlaM 1 oalll4 1IP RoJ 
lll.oa&b aft4 tel4 hllt I wou14 llJul ht. \o pat a- &1 Plu A 
of Ule hs rsossaa a ' ftl')' eUtf wl~14llllr tu, l'ltl•l• 
on aU ...... ll'tlelle, tnoreue the {:IINoaal l-e a4 
eOI'pONte tu aftd eoetal e1011Plt7 tu, aft4 aothlq on * 
IOIIpUliiOI')' left41JIIr or eanng. Dl4 he t hink that tbat -u 
4o the Joblt Ke eal4, 'YII, U wou14. • lie ub4 • baw _. 
414 I thlnk the 901'11ftteer plu oould .,, ••• l t goo4 for 
t12 bllllollf I 1&14 I oertalnl)' Ulousht "'" U wae. tbell 
I aeke4 bta to Wl'lte .. a letter to the Preetdent whereby I 
would ~tnt out the defeote ln the pl'llent plan of the eo­
oalled t251000 U aU, and 1'10Gallln4 that we U liU pereollal 
tnoou, bo'h tn ealal'lee and in-nete4 o~pltal{ to a pi"'tp'll­
llft lnooM tax. fto)' llloustt eald that he bel eft4 ln that 
b i ae!tlt aft4 would be ftl'J glad to do 1 t. 

1 pereonally belleft that if we eou14 set e~ ~ 
t o oloae Ule SIP aft4 eontrol innauon wl thout boi'I'OWllllr aoN 
aoney flooa Ule people through· oolll)uleOI')' eanng aft4 oan pt 
1t thl'oush 1:be 901unteer plan, that u•e an lapol'tant pa" of 
the aol'lle eituatlon on the hoae fl'ont. I 4on•t know bow the 
plan would eet vUh Oongl'eee, but t wleh t oou14 find out, 
an4 t now ba•e a teleJ)bone oall tn tor the Preeldent to "' 
Whether be would let 111 talk to walhr Oeorr. an4 Doufltlton 
aft4 tl')' out •the plan ob Ul .. before t eee h • ned We4ne14aJ. 

t talb4 to · the PNI14eftt at flft •inatee to llftft a4 
eald tha1: 1'4 Ub to eo-.lt wlth Oeorp en4 Doqtl\on aft4 
lay tbe probt.. before th... llbould we haft a dlagaoell of 
the probln or ebould ve dlagaoH U all4 Mke re-nddton., 
lie ea.ld be'4 be 4el18flted to heft •• talk 1:o Ula. t'• 41-
lllbte4 and lt pate M 1n a .ob IVoftlrll' poll Uon When t Ill 
hllt and al.., a etronser polltlon in relation \o the other 
apnolee. t to14 hill th• t ve knew what the .7laaJ ll)'l'ftee' 
oi'OW4 vante4 aft4 ~•• the lla4p1: ' orov4 W.nte4 and what the 
o.r.o. erow4 wante4, an4 be eald,_ •wen, how are tblnife be-

/

tween all of JOII' Are 1:'111)' quten• All4 I eat4, •Yee, all 
relatlona are ftl')' trlen4ly,• and 1:hat "e1114 to pl eaee hllt. 
t 1114 ha4 be h .. N u)'thllllr about Ule wert Ke eal4, •1o, I 
bewa•t '11111'11 uptbtq tn -., 41)'1 an4 wu bopllllr to hear 
IOM1ihilllr -· 0 Ill _,aDded in a ftl')' S004 '-1'• 

I 
j 
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Dec .. hr 21 , 1942 

2. !1atac1 'lbathar h 4o ooaothiac at once on • fw H•• 
or \o w.it for a tax bill of tho riCQlar ld.ad. 

J, Collaction-at-oo'llrCII Whothar to atto.pt to otart tho 
blab raho about April l; tho 111Qal plan. • 

4. Coapuloory lan41ncl Whoth ar uoouary; ucnttuda; 
protooUon a&Unet trcofar of oa't'iJICI; .alpaaUon 't'ith 
TiotorT tax, 

D 

6. IAcome tax rate1 ud ex.-p\loD.e . 

7, Social SoCN:tity ozpuaion and oxhnoioll. 

s . Corporate tax••· 

9· Sal•• taxu. 

10. Othar taxool Kotato and cift; axotoo. 
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TREASURY DEPARTMENT 

WASHINGTON 

Docerber 21 , 1<>42 

To 1 Secretary Mor genthnu 

Froo: . RIJ.ndolph Paul 

I think the Pr-esident's budp;et mosan-:e should contain 

a opcci!ic figure (I think $20 billion - perhaps ,.ore) and 

th~t as a base ther efor we llhould have on tho ins~de a plan 

ahowltle tho coo:pos1t1on of tlia fi{:uro. 

Irrespective or r.hether it contains a defi nite fiffUre, 

I also think that ~oe budr,et monaa~o ohould come out for 

forced lending or savine Md ncail1st n olllc• tllx. Perhaps it 

sho• ld advocate tho spondinea true . Pr bably, also , it should 

cone out against l oopholes ond for tho (;25 ,000 substantial 

limit . 

One ,.ore tbooght is thnt t think the fi;;ures sho ud go 

into the P,.osident' s ::oose~o with rofer~J>co to tho gao, es­

oecially sil>ce J ones ' ne" Mtional incore figure is ~125 

billion . 

I assume that the s ubject of a<>e1nl security will be 

to.kon care of soner:here in 
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December 21, 1942 
11:00 a.m. 
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TAXES ~ 

Present: Mr. Bell 
Mr . Paul 
Mr. Haas 
llr. Blou@ 
lirs. Klofz 

H.M.JR: Go ahead. 

{Copy of Budget ~essage, dated December 21, 1942, 
handed to the Secretary by Wr. Blough.) 

H.W.JR: Which etatement is this? 

MR. BLOUGH: This ia the one we have been working 
on since t~e middle of last week, whi ch we keep down 
to the policy--

H.W. JR: This is the diagnosis without any opera­
tion. {Laughter) 

¥R. BLOUGH: Tnere is a little operation at the end 
but not auch. 

MR. PAUL: There are no figures stated and no 
particular scheme stated. 

H.M. JR: Just make a note here, I would like to 
make, somewhere in this thing, the statement that we 
believe there should be rationing for all goods of 
which tbere are shortages or impending shortages . 

MR. BELL: Didn't we have that in? 

MR. PAUL: The only reason for not putting that 
in ia we all agree--

• 
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H.M.JR: I would like to put it in if it is not 
going over in somebody else's baok yard, I would like 
to add, "There should be rationing of goods for which 
there are scarcities or shortages, or impending short­
ages." 

MR. BLOUGH: On page three it says, ~e must extend 
rationing. " We could say, ''Voe must extend rationing to 
all scarcities.• 

llR. PAUL: Or "impending"--

H.Y. JR: "-- for which there are shortages. I don't 
care. Think it over - whichever word you prefer. 

MR. PAUL: Uorris Ernst just got back from England. 
Re went over on the paper shortage and he talked about 
everything, but what he particularly talked about, that 
interested me, was that with the rat ioning over there 
they don't have any trouble at all; the people all 
cooperate . 

H.M.JR: Who sent him over there? 

llR. PAUL: I think a magazine sent him over, but 
he was going over in full cooperation with Nelson's 
office. In fact, he is down there this morning. 

MR. BELL: ~~ have in, on page three, ·~e have 
rationed some essential, scarce goods to assure every­
one a necessary ~nimum and to help protect price ceil­
ings . • • • We must extend rat ioning." V.e must extend 
rationing or the same kind, I suppose you mean . 

H.U.JR: You have what I have in mind. 

t.fR. PAUL: The thought that not only those tha t 
are scarce, but those that are likely to become scarce. 

H.M.JR: That is right. 

MR. BELL: I think scarce goods - it is kind of 
campli ca ted. 

•• • 

Regraded Unclassified



53 

- 3 -

B.M.JR: Of courae, "scarce~- I don ' t like the word ­
didn 't I use the word "shortage"? 

MR. BLOUGH: It is jus t a JU tter of reconstructing 
the sentence. Tnera is no scarcity of sugar; t here ia 
plenty of sugar . We are short of it in a sense. 

WR. PAUL : That is the whole inflation problem. 
There won't be any scarcity if you distribute it 
properly. 

H.M.JR: I don't agree with you on that . There 
are not enough shoes. It isn't bad dlstribution of 
shoes; there just won' t be en~ugh shoes . Anyw&¥, I 
think we all mean the same thing. 

MR. PAUL: There are two refinements there. 

H.M.JR: I would like to come out and say that we 
should, as promptly as possible, ration the things 
of which there are not enough to jparound end the 
things on which there are impending shortages . 

'fR. PAUL: I thi.nk you can defend that as being 
in your back yard on the ground that the two things ere 
tied eo closely together. 

H.M.JR: I em going so overboard on this thing 
that it doesn ' t maKe any dlfference anyway. 

WR. HAAS: You previously said that before the 
\',ays end Means COJmlli ttee. 

H.l.!.JR: That is right. You say, "We must extend 
rationing." You say, "These measures are interrelated." 
We are all right. 

MR. BELL: We haven't sai d it in the way you indi­
cated. It is not strong; it is in there, but ki nd of 
covered up. 

MR. hAAS: Of course, t his is broader then the 
other; you may want t o l eave it broad. 

• • • 
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H.ki.JR: No. 

MR. BELL: It might go to all goods instead of 
just scarce goods . It leaves it open . 

H.M.JR: If you d(ll 't mind, on top cfpage four I 
would put •--the encouragement of maximum war produc­
tion" first . 

MR. PAUL: That was George' s point. We left i t 
that way pertly on the theory that putting that at 
the end was a little more climacti c. 
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H.~l.JR: They keep telling me that, people do, but 
it doesn ' t affect me that way. I like the f1rst thing 
first . 

I think this is a damned good statement from my 
standpoint. 

MR. PAUL: I think it is fine as far as it goes . 
Of course, I stil! think that - I drew up a litt!e 
statement of what I tnought - I think VIe ought to 
mention the figure. 

WR. BLOUGH: We do menti on the figure here . 

WR. PAUL: I aa a !itt!e afraid of t nat; there are 
so many variations. 

MR. BELL: You ought to be afraid of the other, 
then, Randolph. 

Jones came out with a hundred and thirty-f ive 
bi!lion do!!ar national income this morning, which 
makes your gap ten billion dollars larger. 

MR. PAUL: That is what came out Sunday afternoon . 

H.V..JR: Go ahead. 

(Mrs . Klotz entered the conference.) 

•• • 
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KR. PAUL: I just think we ought to make our deci­
sion on compulsory. My f &eling is that we ought to 
make our deolsi on about the forced lending or forced 
saving. We ought to come out against loopholes. I 
am not very strong for i t, but I think the President 
will want to come out for substantially a twenty-five 
thousand limitation . 

H.K. JR: We had that thing in about loopholes, 
didn't we? 

WR. BLOUGH: It is in here - not in detail. 

WR. PAUL: I don ' t think n ought to do it in de-
tail. Then I agree on that point . 

H.M.JR: What was your first point? 

MR. PAUL: I think we have to decide on compulsory. 

MR. BELL: •--special privi leges and loopholes 
should be eliminated." 

MR. PAUL: All r ight. I forgot we left tbat "in . 
Tne principal point is the forced lending. I think we 
ought to decide it . I don't know whether we should 
advocate a spendings tax. I think we should cane out 
a6ainat a sales tax. 

H.K.JR: Are you finished? 

IIR. PAUL: I am simply not aure about the spendinga 
tax. 

H.l". JR: What I have done is - what baa ha\'pened -
I will go over it once more. I have been think1ng very 
nard on all of this stuff and I realice that there ie 
a difference - certainly Paul and myself - as to how 
far we should go and I also realice tnat Paul, more or 
l eas, now reflects a lot of t hese other people around 
here who are pretty much in agreazent. 
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V.R. PAUL: I think I am in agreement with Roy and ( 
Harry ~bite ; I am not sure about George . 

H.M.JR: Well, I 8111 talking to you as head of the 
Tex Division. I am not singling you out . Therefore, 
what I always try to do is to be fair, and I have never 
given myself the luxury of havinf any ideas or hobbles -
any success I have had, I have a ways eliminated any 
personal hob Ji es which I try to ride, like ~ar Bonds or 
anything else. So what I am trying to do is to say, • 
knowing how you felt, along with the other people - I • • 
got permission fran the Pr esident to talk to George and 
Doughton, and therefore whan we see them tonight - we 
are flying to Atlanta af ter lunch today - I am going to 
give you ample opportunity to state the whole case. I 
want to give him this and simply say, "How much further 
do you t hink we can go? " 

MR. PAUL: Yes, I see . 

MR. BELL: Give him this as a minimum that the 
Presi dent can say in his message? 

H.tl .JR: As a minimum; now, "llow much more?" 

"If I was working entirely alone wi thout any advice, 
I would do this . My advisors are not in agreement ~ith 
me. • Tnerefore, I want to see how mud! more George and 
Doughton - they may say, "Ail r i ght , we wi ll go along 
with this; we will take one, two, three, and find out. " 
We may have to tell the President that George and Doughton 
agree on this as a minimum end that George wi ll take so 
mucll more; Doughton will take so much more. 

MR. PAUL: George and Dougbton won't be in agree­
ment, 

MR. BLOUGH: Moreover, if I may say, there is the 
question of bow much should be in the raessage and how 
much should be in agreement behind the mes~ag~, and 

fiving meaning to the message even though 1t 1s not put 
nto the message. 
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H.M.JR: ~bat do you mean by that, Roy? 

!lR. BLOUGH : The President might say just what 
you nave said here, · but sometime the Administration is 
going t o have to ao~ide on how far it is ~oing to ask 
Congress t o go. It seems to me we miy~t JUSt as well 
ge t that settled as nearly aa possible before the mes­
sage goes up, so even if it should not be put in the 
message, they will have agreed. 

H.I.!.JR: I agree, but what you ere saying is im­
possible. I will tell you why. I am going to try to 
get as much - I am not flying down to Atlanta because 
I like Atlanta, but Doughton told me he bas got to get 
six new Democratic members on his \'lays and Yeane; and 
Doughton isn't going to canmit himself uutil he bas his 
committee behind him. Let's be practical. He is simply 
60ing to say, •All right, Henry, I think you are right, 
but until I have organized my coDIDittee, I cau't tell 
you . " · 

LrR. PArL: My feeling about this goes to the basic 
point. I t doesn ' t JO to the question of whether it 
shoul d be a Budget l~essage . But I do think that we have 
to hove a pretty defini te administration program before 
we can even say half the coat to the Government. 

H.U.JR: Look, you fellows are all idealists, and 
I love you for it. Even idriea and pixies and all tne 
res t of tuat-- (Laugnter ) 

MR. PAUL: I won ' t accept that designation of 
idealism. 

H.M.JR: All right. Well, anyway- now, if.we 
coulo get out of this and simply say that they f1nance 
ttlls war and pay half of i t out of taxes, wonderful! 
but you don ' t know. And the thin~ tbet bothers me 1s -
alJ. right, give up the voluntary l1ar Bond prog:am of 
whatever it is, because we are going to get tw1ce as 
much groaa from the forced aavinga, then we deduct the 
difference and ae are so muon ahead, abicn you' don't 
know. 

•• -
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Now, if you could get any kind of a commitment 
that you would get these in increased taxes, and a 
vory strong - did Roy give you the 11orgenthau plan 
yester~ay? . 

MR. BLOU<E : 'lhls morning I gave it to him. I 
didn't call him last night . 
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KR. BELL: In reading this do you get out of it 
that we have got to go fifty percent of the expendi- •" . 
ture in taxes? 

H.Y. JR: Yes. 

KR. BELL: That isn't what it means. 

MR. PAUL: We used the word "levies." 

MR. BLOOGII: The last paragraph is something of a 
weasel paragraph. I don' t like to use that word. 

H.M. JR: You are slipping from your idealism. (Laughter) 

MR. BLOUGII: I was just about to bring it to your 
attention, Ur. Secretary. lie beat me to i t . 

MR. HAAS: It means "all one" or "a combination." 

MR . PAUL: I t leaves the door open. The word 
"levy" is a weasel r.ord. 

MR. BELL: It is hard to say, but I am afraid most 
people will interpret it just like the Secretary did, 
and that would ~e unfortunate, I think. 

MR. BLOUGH : I think that is quite true. They will 
interpret it as taxes. 

H.M.JR: As what? 

MR . BLOUGH : They will interpret it as taxes - half 
in taxes. 
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H.M.JR: Why "unfortunate"? 

UR. BLOUGH: It wouldn't be unfortunate if we can 
get it . It would be unfortunate i t we closed the door 
to their giving it to us in anything else . 

MR. BELL: I think what you will have to do is -
the minute you go before Congress t hey will say you are 
advocating fifty vercent in taxes. Then we will be up 
against the quest1on whether you want to say, "No, we 
didn't say that; we said 'levies'" and levies may mean 
enforced savings of one kind or another plus taxes -
or, taxes plus enforced savings, I should say. 

YR. PAUL: Even the word "levies" doesn' t cover 
i t because if you had compulsory savings, that would 
not, in a sense, be a levy as would compulsory lending. 

H.M . JR: The point is this, gentlemen, I want to 
get the President to say as much as he can. I don ' t 
want him to say something which is immediately going 
to get Dought on ' s back up and he is going to begin to 
fight us tram the minute the Budget Message is said. 

Let me gi. ve you thi a to cheer you up . 

VR. PAUL: Cheer me up? (Laught er ) 

H.Y. JR: Don ' t you need cheer ing up? 

~. PAUL: I can always take it. 

H.M.JR: Thi s is the way I feel. I would much 
rather have the President say the minimum and ~en 
fight inch by inch after the thing, than have h1m go 
O'ferboard and say everything we want, .and have. thsn 
f1ght us and begin to lop the thing off . I th1nk t hat 
is the fundament al difference between you and me on 
thia thing. 

MR. PAUL: No, I don ' t think we have too much 
di f ference there. 

•• -
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MR. BELL: No, I don't think so, either. 

MR. PAUL: Our basic difference is on compul sory 
lending. 

UR. BELL: You have now come around, I think, 
if I unaerstand you correctly, that ~ou don 1 t care 
l'tbether compulsory lending is apeciflcally mentioned 
in the Budget Messa6e· ~lis t you l'tOUld like to get is 
agreement wi th every bod,)· around tol'<n on a program of 
some kind. 

MR . PAUL: That is right . 

UR. BELL: So I tnink this is the right approach 
to the Budget Messa~e, m;self . 

B.I.I . JR: You do? 

MR. BF.LL: Yes . 

GO 

MR. PAUL: I think it i s ; oing to be misunderstood. 
It is going to be regarded as rifty percent taxes . 

H.M. JR : You can clear that up. 

MR. BELL: You have to work on tb~t paragraph . 

lffi. BLOUGH: (Reading) "The amount and kinas of 
taxes Congress adopts wi l l have a bearing on other fis­
cal measures i t l'li H need t o take . ,\ba tever the type of 
action, time is of the eeaence . !1ew measures snou1o. be 
passed and put into operation promptly. ~itbin the next 
few months we should be collecti ng from current levi es 
one-half of' the cost of tne Federal Government . " 

MR. BELL: It puts Harol d Sn.i th a littl e in the 
hole because he can't cowplete his budget estimate. 

MR. PAUL: I don ' t mind t hat . 

I.!R. BELL: You would mind it if you nre sitting 
in his chair. 

( 
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H.A!. JR: Well, listen--

MR. BELL: I know how he feels . 
' 

I have been there . 

UR. BLOUGH: He wants a figure. 

MR. BELL: I would, too. 

~lR. BLOUGH: They feel, if the President doesn't 
give the fi~re and split it up between taxes and com­
pulsory sav1ngs, that he isn't taking that leadership 
that the country is entitled to. 

Jl:!l. JR: He has taken the leadership and where has 
it gotten him? What I want, gentlemen, is the difference 
here as between a frontal attack and a creeping attack, 
and I am recommending that we simply give a creepin~ 
attack; we do this thing inch by inch instead of go1ng 
all out and having t o retreat. It is what we have done 
every time. I have done this thing a dozen times. 1 
have gone up there with a swell program and then steadily 
the Treasury forces withdraw. Now, this time I would 
like to--

UR. PAUL: You might sey that steadily the adminis­
tration forces withdrew from behind the Treasury. 

or course, in other respects you believe that 
the !len Deal ought to be restored and ll'e ought to--

H.W.JR: I believe? 

MR. PAUL: You do, don't you? 

il . M. JR: Yes . 

MR. PAUL : I do, too . '!his is a part of that 
whole problem, t o my mincl. '!his is one of the vital 
fronts where we ought to attack and not defend. 

, . 
• 
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H.M.JR: I want to show them our str ength. I 
would like the President of the United States to be 
not too far behind the f ront . 

MR. PAUL: I see what you mean . That is what I 
l i ke about his social security idea. 

H.M.JR: You didn' t have tha t in there . 

UR. PAlfL: We didn't put it in there because it 
wee to be put in another part . 

llR. SLOOGH : We can if you like, but there is a 
passage in the Budget Uessage on social security. 

H.M. JR: I would like to put it in to make i t 
perf ectly clear how I stand on rationing. Isthat 
rec~ending a plan, to do that?. 

MR. BELL: You can put it in here, "The rates 
should be increased from top to bottom and special 
privileges and l oopholes should be eliminated . " 

B.M.JR: I wish you woula. 

MR. BLOUGH : We can put it in - I don ' t know if 
that is the place, but we can put it in . 
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I think that if we are going to get any action in 
Congress, t he emphasis wi l l have to be, not on social 
security as a fiscal measure, but on social security 
as a social measure, with i ncidental fiscal benefits. 
Social security as a fiscal measure runs up against very 
strong hostility r ight at the beginning. 

H.M. JR: All right. 

MR. PAUL: I had dinner Friday night at the invita­
tion of Mr. Louis Brown of the Johns Manville Canpany. 

H.M. JR: You were going to meet the half a dozen 
men ~bo run America . 

UR. PAl!).: Do you know who tbe)l are? 

H.W. JR: I would love to know. 

• • • 
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MR. PAUL : Mr . Louis Brown was at the head of the ( 
table, at his right was Mr. Ross Magill and Mr. Alvord, 
and at his left were John Hanes and Mr. Cheever Cowdin. 
I had more fUll than I have ho.d in a long time. I had 
them disagreeing with each other. 

H.M.JR: Wait a minute , Ross l.!agill, Alvord, Cheever 
Cowdln of the ~-

lffi. PAUL: And John Hanes. 

H.V..JR: And John Hanes, well, I will be damned. 
Was it fun? 

!.!R. PAUL: I bad more fUll. I mean I bad them in 
complete disagreement and agreement in fifteen minutes, 
and they were arguin~ with each other inste~ of me. 
Cowdin wants sixty b1llion. 

H.M. JR: Of what? 

MR. PAUL: Taxes and savings . He wants a sales 
tax and he wants a flat twenty percent compulsor,r 
savings . 

John is reconciled to higher corporate rates. 

H . 11. JR: Johnnf Hanes? 

liR. PAUL: Yes. 

MR. BLOUGH: I s reconciled to them? I thought you 
said worried about them. 

liR. PAUL: He wants to settle it. 

Louis Brown said he would take a fifty percent 
rate if we had a debt relief provision. 

Alvord does.n• t think you will get nmch out of the 
sales tax. 

Yagill didn't s~ an awful lot. All of them dis­
aereed with Cowdin' s high fi gure of sixty billion. 

• • • 
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H.M.JR: I would love to get that in wri t ing to 
myself and the President. 

!JR. PAUL: 
the Rum! pian, 

H.M.JR: 

The only other subject .discussed was 
or the modified Hum! plan. 

I would like to get that. l OL , /• L 

MR. PAl'!.: They asked me to have lunch with them 
the 28th and spend the afternoon with them, 

I will write it up for you . 

1~.HAAS: Isn't Brown Morgan's man? 

MR. PAUL: Yes, he is on the Morgan Board of 
Directors . 

H.M .JR: He is his own man. 

Mit PAUL:. He has a front - one of these tax policy 
leagues, or something. 

H . ~.JR : Let me stop here, now, and I think this 
i s all r ight . I would l1ke to get - I have got to have 
t his ready. You boys have got to be ready at tao. 

WR. PAUL: Leave here at two? 

H • .ll. JR: Yes. 

!!R. BLOUGH: This will be ready. 

MR. PAUL: I will write up a report on the plane on 
tha t other. 

H.M .JR: Then we have got three hours to talk about 
the other thing going down . One thing, Dan - we are 
all right now, aren't we? One thing, Dan, I v.ould like 
to ask your horse- back opinion - 11ould you or wou.Ldn ' t 
you seek publicity on this trip to Atlanta? 

( 
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MR. BELL: I would not . I don't know whether -
if you can avoid it, I would not ; but if you don' t ( 
tnink you can avoid i t - I think it is better to do so . 

H.M.JR: Why? I would like to know your reasons. 

MR. BELL: I think if it gets back to the Budget 
and to Byrnes that you are talKing about the Budget 
Wessage or your tax program !or the Budget Message -
I think if it gets back to the Budget Bureau or to 
Byrnes that you are talking to these gentlemen about 
~hat is going on the Budget Message on taxes, it ~ill 
create- -

(LauJ~erfAUL : Take Byrnes down with you, and 9111 th. 

H.M.JR: The President took it perfectly for granted 
tha t I am proceeding on the right . track. I think per­
sonally - no one has said so - I think it is awfully 
smart maneuvering the. t I have been doing. 

MR. BELL: I t hink so, too. 

H.M. JR: I mean this move with Daughton . I have 
been trying to think bow I could flatter George by 
flying down t here and everything like that - a great 
compliment to him . 

MR. PAUL: He will probably get to the local 
paper s that the Secretary flew do~~ to see him. 

H .I ~.JR: If be does, it ia all right. Maybe you 
people don't agree with me. 

MR. PAUL: I don ' t disagree at all. 

H.M.JR: Daughton is just as sweet- anything I 
want, ~ust t ell him. He knows how busy I am. He 
says, Tell me when you want me, Henry, and I will be 
there." 

• . -
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YR. BLOUGH: It is too bad he couldn't go along. 

H.J.! .JR: Don' t you think this ie good? 

MR. PAUL: I think it is very good. 

YR. BELL: Will publicity hurt him with his new 
canmi ttee? 

H.Y. JR: No, I was thinking with George, whether 
I should seek it or not, I guess - let nature take 
i ts course. But the thin~ that pleased me, when I 
talked to the President, Fine, how are you getting 
along with all these people down in Washington?" 

"Everything is fine. No trouble- no trouble . • 

He says, "That is what I like to hear . " 

In other words, I just think, up to the minute, 
we have just ki nd of out-maneuvered some of tnese 
fellowe. I don't know bow long it will last. 
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WR. PAUL: ~hen is George caning back - did be say? 

H.Y.JR: Not until the 30th . 

Don't you think, Dan - you nave been around this 
to-.n a long tillle - that you have to take the leadership? 
If you just sit here and scratcn your bead and say,_ 
"Jimmy eyrnes is doing this and that,• the firs t thing 
you know be is. 

YR. BELL: Yes, I think this is the thing to do. 
I would like to keep it out of the papers . 

H.J.!.JR: All right. 

Thank you all. 

•• • 
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, ... ..,. ettert. &.e .. \llaa au h ... 11n1e tw ehtUM 

aoo, &nr1 ettert wtU M •&t w liHp \M ..,,1~ ef 

et•llha pe&e eat ~rwt•• •• 1.,.. •• h -•lo\eal 

wt ua • aaat•• ••• arrert ... " .. u ._ ... nola 
whea alii vban ._.,en aa.Ce& Ha\, fblra wtU M 

••••lb tor aoallal lbtre vl11 be ••oat• tar afttetaHrl 

IMil a.n vll1 H\ M aaowp cat&• •••llelt1e '' pre-\ 

prt•• t ... U.. &ellaro people a.n ll apelli, 

'lila •-•• &etlan ..... u M .-...-... aroqa \uae 

or \aeroaeat entaa. \'lie ep ... 1a1 of 'lleoo &ellen 

wow14 hno raftUo wtltoll &N al&Nl ... 1r ala... ,...., .. , 

lhol'la&u wwl& be ta\oaolft.C ... ••• .Urta•• •••14 
appear, l'l't"l aat \M "'' et ll•l .. ••U rho a\ M 

•••lora\1., "''· A 11M H~lo tor let&• alp\ ..... 

abo\ Hl'lle\a ... at• be Uftlnl\ \o ,,....,, Ph\rtlta\loa 

et pe4lo wea14 be •-111 aatall'. n.. ..,. .,,.,., atgU 

............. 1, .... pe ..... 

!M lnae&~ er tatlaUoa ... be prHeat .. ~ U ••' 

M pranali&J ... U wl11 be pn• .. te4 lt vo \au llle 

a\opo ••••UT \e He\ \M uapr. 

We • •• atnMI \alloa ...., •1\el '''' '' w. un 
.......... ""' ... 1\l-la\M ••l•lel'l ........ , .... 

Vl\ ..... wt .. lae- t .. lhe opeaU .. 1\ft .. , .. u•e 

( 

• . . 
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••' prloe otlllaae, Cbat at laeat te•porerll7 puttlDC 

t be brekee on \be aplral or rlel .. prloee. We ba•• 
ttablllatd waa•• and ttlarlte, tbu• reetrtlalna tbt 

rl l l or bUI1DIII OOICI an4 tbl laorttll in .on17 

lnooeee. • • batt p1t ot4 11•1Ce on eoae ... r ort41t 

n d aut bro.,ht about a areat • owst or d•llt repa,.eat. 

¥t bell reUoaed ._. tlltnUt1, tNroe &ot4• to •••art 
•••rJODt • •••••aar, atal• .. • n4 t o btlp pro\eot prloe 

ollll ll&•· 

• • •••• 10 t•rUaer. 

We .utt great17 1aar•••• •••••· • • auet sreatl7 

lnor•••• nee •••taga. ~~ •••' eaten4 retionlftl. Tbltt 

Hattoarte are t nhrrelatt4. Satb lnereaee ln ttne en4 

eaob t nereaae 1n •••1na • w111 l••••• the upward preeeure 

aa prlt•• and rt4uoe tbe aaount or ratloall18 en4 otblr 

dlreet oootro1e we eM11 oet4. 

Thla twotol 4 t1eaa1 probl.. 01111 t or eetloa or 

wares .. proportloae. I 1111•• eDilenored to •k• olear 

tbat bl 11ner knt now ere tbe llttt war to PIT t or tbe 

••r and to do eo wl tbout l atl ttlon . Ctrtl l n broa4 

orlnolplee t nlllld au14e ut ln raltlna tbe ed41\1onel 

r•••••• •• nte4. !beet prlno1plee l noludt the proteotloa 

I 
I 

• . . 
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or a bealo olal ... ataDlor4 of llYlftl, tbe talr aD4 

equltable 4latr1bvtlon or tho rt .. notel ooat or tbo 

70 

war, tba pr•••ntloa or exeeaal•• protlta troo the wor 

at t ort, aDd t ba enooura1•••at or .. x t au. war pro4uetloa. 

A re•eaue progra8 la DorooD7 wlth theae prlnol plea 

wlll retaln tne ln41Yl4ual l nooM tax •• tba beeltboDO 

troa top to bott- ~n4 apoatal prhlleau , 114 loopbolu 

anoul4 be ella\nato4. 

We au.C adapt the tDCoM tax to war nao4a. lie 

anoul 4 oolleot •• auob a a poaalbh or the l n41Y1411Dl 

lnooae tax ourrantl7 out or lnooaea whe n tbe7 are pa14. 

Tbla wtll oa-. the tax eaaler t o bear; lt wlll brlnl 

the oone7 • nto the t ra&aurJ aora qulokl7 &114 aoro 

oertatnl7; wblle a t tbe . ... tlae l t wtll raao•e the 

ao11e7 t roa tbe apoa41ft1 atraaa betora lt .. II be uae4 

to bl4 up prtooa. 

t he aaouat and kln4a o r taxee Conareae adopt• wlll 

ba•e a boartaa oa otber tlaael aeaauree lt wlll need to 

take. lfbate•er tba t7pe or aetlon, tlae le or the 

eeeenoe. •ew aaae•re• ahould be pe• ~•d end put l nto 

operation pro•ptlJ . lfltblll the next taw aonthe we 

anou\d be oolleotlll& tro• our ront l••t•• one-halt of 

the oou o r the fe4eral Go••rn..,at. 

( 
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,.ROM 

TREASURY DEPARTMENT 
71 

I NTER OFFICE COMMU NICATION 

DATE D£Cil~2 

Secre tary Morgenthau 

Rnndolph Paul 

We have made a t horough investigation of the 

consti tutional and legal basis for the making of 

s11ggestions to Congress by the Secre tary of the 

Treasury , in respect to tax legisla t ion . I thought 

you might be interested in reading a copy of this 

memorandum. 

on page 1. 

The summary of the conclusions begins 

I 

.• 
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6'l l c;\t.E,.: ,, I"E \ '1'11'\ '."' ll t,..;'l'uU\ 

U.or U. 

\h t ,HtaJi toat..-J ..... 11 \11(1" ftllf ,.tfl~ lfll -.lul .. lfll '; 1t.1 .. f"t1 toltltr ~or -.i th.r ,.,. ... _.,~au~ I c•fftCf'l\ r u f"'~ftlt.atl) •lull f.,.,. !lor :uhaht•c.-. ~h•• 
..,._,. ,..,, •I• II-. ~I'M l•.t• r r u( Wt,£:l~httl •)"lrM .,.;&., i llllf'l,llf"tl t• • • • mr, 
....,, bill' • tthua tiM" .... . ,.u •• I-.,.~~ •run ... ""'"' at"'i•••.tll .. llr'""'"'l'llullhfo ,.., .. nut' a •c:mltltp••ll~ • lu<"h .,. ,. m..r l>f'lt ht<t' .. , ,, " j f'C't tl..al mu..c b.- tmt••ltcttt't iiiJ a 
nt1r dh·f'•l 011rwh·n elf, 111hhu.,q. at fthl '~~"" '' lif'• at~tl '"' ' "''"''"'blr m•lu•h) ., il " '" 
ffU.1 a~r ul liult:: tn:•fw~am·r • .... "''"''' ''" tu ,.,.,,. "'' ' b•t·i•u~·· athll t+l•l• tm•IJ a plan fur ttM! ifl'lftrtn••mt•M co( , ,,,. r .. , ,.,.,w. ''"u'''"'ltl"" ~··ut f ,•n~o•n " t il ,,,, ~t 
Ahh!lll&fil ~\f'J'f in(tontlldltott h•n.lwc ' " rHO , 1 ' '"' 1•, 1111.,, , ,,, ut~o.t"' '" ,,,.. .. 1 
tW. f .-ut clltJ-ort Ullll1 lw ' ''''"''"II) , ,., ,.,,,.,)1,) ""'·"'' •+I u.t._, n lll lloon :!''"'""·•• llli • l ~Jot+~...-, 1f'l it 1:..-ll•oln l'• u • Ill I'J"• lolrl ho lol•t .. ltn• IJol .. , . .. , d u .. 
.... , t lfrl.i .. dAIIO.C IIIII) It" ... ,,.,,., • hc·rc- u 111.1) nil!\ tho~ w~.,.,.... ,.__ r .. JI, .. lu 
kf"Mi 11al,., ~h:.ht It 11101, Of t'lllfll•hUCflult, t,.._. f fo1111f f I<I'U .. t•.- thor IW't .. ••IIJ 
....... tfwot the ~ .... r ... l:ary .. thf. "r r-n•Ut)' t... .. thfo atol 11 ... ~·lunl.a~ n-••htnr: r,. • ._. an ~-"'ol.-L IOic. ns,ht wl dt,tft.IUJ& a nd '""P'""''~ J•hon~ (,, tttllll l 1~r ti:Ho uto• ' "''h 111\rfitlrrl 
~ i•Pf1J'\ f:IMIII Clf thf' U"\I'IIUf'i l111• ro .. t • til+) \lori; J, lfiC.f'I"CUntnhl.tltl' •t 
.tnltlio!M IN1 • flP"r • liutr u h .. urdim • .-y.btll ooloJt•tl11111 .. , l tt to•l , " ' II \iil+i•lo, it ia .C MIN"e .. , t han MUJU': tttli•tnlrtioolh , .,. ,, •• 4 'l• ~uff!;)lt, ... •·~r du, (lflm ,J,n;., 
....-~ ,., • pun ulhrr 'lll unh l but h"¥11'\1'1 r \ • I'''"'"• lfhlli ~1!1 11 '" \olu•to• tlw 
,......,.. ... ,., h 111•1 be-, 11 m•r 111kr ''I"'' o•, :otul f 11tw ·" " '"'r\·n-t•l· "''••'h' ''"' \ i,, •ttu•t:."', tflialt the '*"-t way t u a\~l 11, • •II h1• tu lf'a\r ' It 'Ill~ 11f t)w P'""'l' ' '" a 11• tJ,rt,•n 111, MliJ 1~ 
tiM tkwonl• ah.thrr. I t •• tf'rtilit+lr tiU • •l••l.tffi•K•I,II:..ppt'~l .. tulfw ll•al ltutMif' t'-t aftJ prnoon. not .. ,,_..,,..,,, f' Airu o. lf'OI .,..,., t_. ~ l•ortunalf' .. ~ ht tloo• 

r COII.ttta«.•h • idt llw- PI"''"' '" •·I ta\UI:t l.no••f.. tl:_.- allamabl\" l1) 
~ ..... Mtflff'tl tfw 'l• a niU.IU .a.b.J tlt<t" (tft•"'...tat iCf'IIUI Utf' .. "wh• 

... Mf ift . .. _. .. ,,.,_." .. 11 . ,lu..,ooon. \\' r ..J.,.II f"l'"' .. , .. ., ur.. 
lkt ir llwfl"",. ,,.,. tflf'datttil'r I f•• '•'Ut•·fll of"l• •I• r .. ,., tl1f' t uUrtt iHU "' tfw " ' ''""""· 

rd. of ~ti•in& P•••·•· ~u:lu••'• lr tu ' '" .... ni"''• I '""' " "1''"""'''',. '"' llii+J ••I '"' '" ,,.., • l*ld • -•\. ( f'hl lf«nf'u . a nd I •ul;uut 11 t u tkl•u allf''·ulllo .. t \•ttl. d1P'•t• 11\,ultth • 
um1ur tu ~r. • hct lwr iltlllf't nul,,,.,,. " h•h· tlu •u •tf•J•••I r l.ut lroom, tlw '"''·' '"'''' '"" tl~nt'J IU r" ttthor the< tnllilf• u( 1111' llll' ll!ll.•t • Ill • II !Oil ~,.(HI" tho: ~f'\'U'UIIf h i t l ;o• 
tl iJ'err:flt un tht• .. uhp·~t. tf thwo t .. ~.,,_. .... j . too tl(' th .. tullhtltta.ou .. oolljt•c. t .. ;,f lu" •""'"""''· arnnc •d a ,.,. l f•u•lu<lrtl t.y anndM•r . ~hi•. ~r ~ahl\uYrt and ol~rh.'f t ••wu 
af'C tu:tJ. i• lwtf*-1 up-.hl,. iJ( ""''"' •t.ar;•l•nt. 11 a b!oit4"r n_v,;.•••r. loPf"l" ­titaftOII~I•Hl , . t-1"1• •••'1· ¥1 .... , ... 11"--••11) 1hu1l. meomlwr ... rttw ... ,~ ... lahn.-. 
it ....... • hiff' In lfl.ubl" ••• hfoaol• '"'"'"'' th,. I ol•• tltol •J'I~.-III"tHI ~•·1 tu..-fw•nftth•·b.-... ~. llo• • l.ar tloi .. ., til thQt1" "''' ' tlw- ,,t,. .-.1111: ooM tbr m.-ruho I • ul t lu .. I l •tlf-4' . I•·• 
)K;lfll..,.t>l~f'ti.n•. mil)' bet~I .!Utly """''· l'u r am l"''""u.-•l('ol ,,.,.,t. \4ill••' r ' f.i'"'"'' •1 put1 1 tMnk the r.,.,. ,., "'" ~''""' '" bo- r11· 1"'11' ''"' :uul tn•ll::u .. ut .. , .. u t 't'' ''~" t il+' trwtlnltn •"7 ha nd, but lhOJIIf' (tf t llf to•ptr~"ll· ' ool!)ill"'"•• h~t•l ilo• '" ' '' ••rr \ o•luol .. t It IIIJ•I, tatlve• uf I he rt't1Pir , "hrrr ll11• t oofl ~ lll~tli••u h._,. 1lu I t;...l i41'' '' 11 f ~~'••·tl.l lo• too C'oo lut, "'"'' 11 jift'pt.ilt-d l t ,tlllft'~" il bt' Itt a IIIIII IIHIIftt ~po! · IJIIIII( I'IIIju•lllr.t•lll~<•l'l,tl •,. +ol ' ~~ ... • 
~i.lfr •t•fMIHIIr tlbJ tho• """""'"' t loot tol;trfl<.• ..... ar,..un•t t1..- pul.ll" 'llrllllto'tllw "'''''""'' ,., ~-r atlth .. on•. \ ft , C' h..trtll.-n, In'" I.Jot.~<u lloou•.- l"IIA ''""' "" bo· thoowthl "" nw;utly •..r 1 ..a&ff' • iffll '""""" ' h• l lw •otUllf o,f till• (""~l"r . IJII•II& .. ujuN.t) \lo!tl .. l•aJ .. ll't f..,IUi•J.,.,..- ,.., ~hdPI'IM'" lrtoafr Wllttwlrol I hol t ol ... ... ~ c-•·1~..,1 \ ot i Uo..tt .. o'tto.o~~;:h tu 1"'•1•1 t.. m~ •-•1 .. till<" 
'"- , .... ,..,..,.,.. '~"'-'"'''" tho-Vn~t J .. ,.,J,,. th .. .. t .1''"''""1'' ""'h' .. ""''""""· I, ll~o~.ttl<lllr, • • TraMI"'fo l •• fKo\ ol 11+1" tolot!UO .. I, I l•llttl llotdt•l+ lit• '• trtoton o• tfto t.b}rl i , .. tJo,o o IAiot •f', W itt e the fO"'miltf'r, m '~JIHinllC. ''"' ,,,..,,.. I nollt~wlll.,•ll " ''" ,,tl,rt tuf''tnt•llu,.,·,oo# cletltfl, ha.-e llll"tl"d tn tl1r lutlltll'f III"'Oj lillltll•'lll il ltll.tt•llk-f,ll~l' ltlllt' , lll lol' ut ool t lw l.~tl l. t '.,,., 
o( a 8uJWrht i1' 1Uft•nl to I t-'!Milll(l.' Utll l t•t' t lw l,llo· " ' '· II• I ,.,, .,.1 lil t' '' " · l••m• • • •~ ''" I• U t lh •l•lt...t Clolflfed•t'liun,lltnf, hl'l ' •u.t •ll •l ,.,,.,,.,t t h•· • 1111· ~~~~ " ''' " '"• l"'ll•.:•t•• •lltl:., .. ,,, ,,I,JI-.-h I•• /"'' ..... ... ,..,,d amouf hi" I'""" '' ' "· hll \ ,. 1 "I"' •I ot mtto 111111 ''hill'" ~ •II ,,,..,,,._,.,,IJ' ' "' '"""'"m" 1., t . , lh.e bill, nnt lll \ .. rtth.ll•• tl .. • ,J,ft;•te•ttl 'II C"lllll ll 1 !lilt' Ill '" (, tll tt•l Ill \\ Ill! l1 tlw Ill oUt I ttl dw tlo.o • fattC'~II ttftl~ Pf~ll{ :.t .. J I!Ot!IOI I l ',.fi!"IO ••: lur }'otll.) \Ioiii IIIII! _.,,,, I \ .. U lh flo J:o lidr~to • U • 1ll 
to tM• &l!Jtl.f' .,. . .. nttl • •·11111....,1 IIW"' , .. _..., •·I ,. .. ,1,.. '"''•'" tlM·r "'*''" t ''"•n•l•ll tlw ' ""'"" OU.IJftafll'llf"• U WQt- , .. _.ft .. JSf' .. ttln, II ,_,.;:tl bi: ttul,.,n llu l ,, .. J,f ,, . dolo!Oito\l h :l! Yfoo· ..... 
Mft: Ul tlw-M, br-f"au-t"IIH-f f "'~.,..,.,.,,, tl ... l r:l• · t ftttf'l "''•'" ..... l !tolll ll!O' I"• .... , .. •Uol h.tt••l• .. 
latiYf' • atl " 'rflfh'" P •••·•& tlwr CHI!tl .at, .!,·l1 ti•IIIC•. '" I•· oout olotl) • ... "'"'' lf'.:•·f,.,,.,., .. , hi .. piau .. .t iiMIIu• .,n;,,. l•t£rll•••• , tl tl1•) lll•"•:::f•l 1111111 ""''' •• ,, • ....,, , ,,., loot tlll••ttl"-lli"h ll• ••II 
l'"lfWt l but • •• *"' 1\"•ttllmni by 111 1"1"1••'"· a.u•l '''/'i 'l) "" 1111h \I lul l • '""' f'~"•') 111/01"·•·1• 1 .. • and tl•c ht'll•tho• ••I tht< l't'''"'"'"'· \\',. hll'•' ul '"'"'~ 

1 1 A. nu l••• l'r 11r 11r him 1'"'''' '""' \to• oou,tht t" , ,,. ,\ l ,, ll .. t tlt "'"'· \ ,., .. , ... , J• '••
1
·t•r> •·•,.: • ~ll!lll.~t~• uf IKIIhlll(•ll.!ll(t l'ull' 1"'1\H'h mW lu• IIIH•tiJ' " ' IIi(' 101'"'1'11" 't" 4

'
11111111111 

... 
1 ~ 't' 1 

,.,. .. , tlll!ttrla, ,\ t ... nrr "'1"'"~h·•l a11• .. \\'"' 11 '" _. 1 • .. n "' M r. :-~._...,,.,., •.-11 tho- 1,. ,11,,1,,,. l"ru•l· loot :.·••ttlt•n•l 1011 "''"'ttthl- • jolllt I• • •tr~e~l ..... t• 
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IJ• ' I ·:'o, I!:;, 

.umt• '"'" 111111' lu nu to\ lui . l 'wlo•1' 11,,. ... 1 ., 
CUifhl:un,t•. i t "'oil lw (..:ttnonoc l(o 1 .. , ''" • h , ..,; 
a utlwthJ,ano.l '"''"'' tl Ut tl~ J.~•u thollhh't' '~~" luunLWh.JM.d. 

)Cr. )_...••t::)offt.-1 do ftf•t """H_, .. .,..,.,,_..~ 
4, daqr;~""' . •• ~-- J.rtll ~mf'lt •••••m tv ~, .. ,. • • fwor.d; uvr o.htl th••r •••r.·.ar lu tl. .. m, I t.,.. 1,.,. "' ht.'ll t he !>Ubjr•l \h" 111•1 Ulldl"r l'•h~lllt'tri l +!ott' ( 
I n>t.uUf't' l, ~II'. t 'h:aiun~n. d~o~lto~HIIl' ol,ltl! tolt,: l 
'A'a• m;ldc al,.,!;t "'labl••hUtl t~u•ufti< ... brt ,.If.,.. 
tl W h ff'att'11 W f" ft~l.ol ItO( fiiMI m(>ft ul .._,.. lO<J .. ,I.,dti<ut allthhn tu fill II. ' flw. oiUtN'"' .... ,., ,...._ 
pnJptrtJ ~-""' J a '-•P a.t~o~l n•l.,hnt -.. t•~. at~ e!.ft\ltl'lt"'OIC"d a .. lltOW' pru~otl tto ,...._ 
tMII. II •u M;ps~l br an hmwrabl .. ~··tut,.. 
tniD, thal the puwf'no hert t' lfltt<IM'tl tiii.C.ht t... 
locl1ttl i n a buatd, bcnuw: all indn iolual .... 
itloC..mpcttnt hnndf'rt.aL• tht- •hulf', H••-. 
• ·e U•t! dw ... KI"rful ,..,P(ttr .,( •li~P'fMiit. 
that i( aa i1Mh• Kiu1t• a~nt«!d. hi- • •tl a...,,, 
taplt'itr lo fwm pln1 riA" unpnn in.r lLc r.-. 
vtnM tn •uc:h an a.tJuntl- tlllb t~QIIflt'r, "'­
.U~«! the'! 114'«Hi ty t,. hniu.: thtt ••r•rt·· 
unto~ tivt•• rtf tl•t PfCipJ"" t'llfhUhf'tl •m t l~r• b.." 
ftHS: he Will not uetly flfff(lf'lfl tbto lbiUI tl•t,.... 
o( a T ruwry lb.rd, but t....ad .. att' '" •II ,., 
pcllliH- .rlt"tJ•IaiKon. I •w•l ' " tiM- Lt'lu..._.,., .. hJ~ UMal C'"alkl« llfl lhl• UCQ~I, -. ~... ~ 
-. illa.-~trc '"' cNt be '"'" "'',...·draw11 hh .,. 
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,,._. -- ····-· n..,..,., JlfJI. ( H . •• M • 

....... two • ••ld ~' " f~A~hll tt •nnKt"o.~ry . 
;_..,..,.,.,1 1 - t~...de IN dulf ;.j th..o tw-... d .. ul 

~,1 ..,,.11t .. tn.au~-...- tfw 111014'ttttt•t tol IIH' l 'n t 
~f.-fit u1 " ntut(. II •· ''"" IJotu • ..,r lllfo.~nco.o. ~~• ;I, 0 lfo.u .... to• flfl :III.IIIC' 11''\"I'UU!' 1.111 o.t !Jt:tt ao. . .. 
It !Jill• n\<ill"'l to "('I lf llll4lo ••• 1111.1•1 J I<I'IJ( I.I It' 

• • •ho'f"C' tl !•lot bo• hatl, ('U!I<ofOQU"III I)' .... IIU!o.l 
11

: 11 uut ,,f tin.; totfin•r. aud tiM• tw,.t war u( 
~~:""' ""-'• tttl.l•l lA• by tnalr..inc lll11~ llut)' tu b t 1111 

'' '"t"""'''· . 1 oln "" ' • unh'rtol fur~ ••+nl: tf tile H•tn l ••f 
f)lo'~I,Ht·'''" l!' lll iUc:ti,I IUII Nttl•lir•l. 

Wt~\' £:.'-c£ lULL. 
Mr. Jt..,, ..,., .,T, (,.,.. thr ~ • tltc 

,." ·~ lhh u ... -e in lhf> Wftff'ffliC't' ., ..... 
N •hllf', ou tht' ~ubj.-<1 u( 1M ahtt'1Mt"""'ta bt 
tht' l tt tl ._ ... , t..H. " "P if1nl that tM f'tllftffrt"IH'f' 
~A'I ,a,;n .. •ol •~ JU.h t l. .. bill . .. ahtf'tMif"il bJ tlw 
:oo.-IUih •, • tt l\ ,..,.,,,. AOiit th,llll IIMifdtnN!I;, \ b ,: 
llu• thllf '"' dt~ tttlt-"1 •pml• ,.( Ju,~tfa rroof, 
fu b.· r r'I IUt t'd hom 6 11 .... -n ' ""''" "' ' " " r t'ftf• 
l""r CAll om. 'llw •huy nn all ••tlt(r " ' ''"''•· tu 
1:... r r ol l.l f't•t l ( ruflt I" ,.J,·t• t u f'idtt I \'Ill " llf'r l;ll llutl , 
'l'lwtlttl )' " ll llf'rr. ttl t•. 1ourlo·r. ur r u h•r, tlll lllll lf'ol 
lu f ,,.t.., t .. om o•t:lol tu lhr ft' ltl• J~t"r p ll .. u , 
' 1 '1~o• ollll) t•ll t~·•· t tlll J••I h •tl 111 111'1411t'!>, ll·toth 
h\o'ut) ll\1" 1" l ~t'oul) , ,•ut .. t~·.- ~to~llun . '11••• 
olut/ "n ' '""'· ""' u tloto•o• '" l~t' h tt'ltl• I"' ' 
IMt~ wl, 

'I'"'' \t .. t , Uti I 

\J r. lht to\\l)o, - 1 tJil ll~t l • t'l' \'IJ.,, I \ \t' I ll' 

·-uttlntll. -~,.1111 • 1 b)' .•11 1\..lll:t tril l tin.• \'1 " '''"·Uti t,. ... ltf'fl tff'nlt'n IUI'IIII I n Ill"" l..tr :.~ lu 11111o01l tH I" 
_, lllo i tt\UI" I f fl;,all•t•, lllntl olt•t IIIII' th ,tt !lot• 1'-1'• 
o~rUt) ,.,t th .. T tr;t•Ur) .lull tt\• ll'•l t ~llit•tl 
' ''""' dtt'"• ttn::, loi' l lft'IJt.'ll lll;; 11l.111oo fo ot l ilt' 1111• 
,_ • .-~ . 11wttl "' tht· '"'"~'~"" · ll t lwtt•l t 1111) ,.,,1 
W> .. .i\111( hun 11\l.:n•l lu thi t llofllltU_It uf tit" 1141 )ft . Uto t IH,.,T lf' f"'>rtl'll furt l_..,r 111tlhtl'•l"'' f 
..,., •• , I f.Hin••l ~It••• '" :t\ tfltl tt . :01'\'1•• .. tlo.- to• II• ' l ',•u~:.·l!tll.;a!Mi tbt' llnu~ au .... •l tutl10• 
,....,., 1 . .. ~J n Qn, a rwl tlkr'" loll'"' ..-• • It\•· :'"t•l._.t,.~ attwt"ll""'"'· 111 tbe' tlttnl H"CUolll, ·~~~ 
..,... 11, lh•• ttuo~. ( lur tlu~ ttttt~l I• •h..t tl..- I•) ''"'"'-:." , ,. • • ,..t .. ;~h' .. 11•••"1 h, f'IHY .(lo•o(.f 
~•tlf'IIW'tl ato• ~of rAMI .. h ) atttl ""'1'1"'.. lw lu~ 1""•11111 ..... Ul•"'' I" ) ou: filly C't"nl• J.'l"f' '"" at. 
• 'I""'"'' :a ,.Itt-,_ l•lf ~"•l:.hu•-. , •h14 h 1·11' r . .uto•·ntt). 
~ . , ... :::..-• a.lurtnl t.y au.\ tttC ,, ,, ,.,.~ " ' tho- \ t.tJ m thf' li.t• l ....... ,......_ • t.ll'not.r all ,.lfllo ......,. ., ,..,,t: ho•• at .. )'-.Q ••• hul•h·r 11 IH.n• lttnh • •tlun tl.-· I tuh-.t :01-llft .... a.ud • llrt••nlo. 
t,. •: bluu~''' 1~~<1'"~"1: \ a "tl•of h io. lllf'l., l• Ill ""'M Itt I •Ool'1:n•·to., JQ) t•rlll)' ,...,., .. l'i'T h .. al 
11, .,1wt o It ~" d1o0'11 ''""• It) nu\.. tu: <IIIII ••'1•ol101 t<l1 h t lilt) 1.--.. th lh II • tU h ,,..,.,.,, hMI llf'l'lt 
1!1: "' IU<,. .. •II ''" t lo.t1 I"'' I••...,: \ \ttl)'"' to• lt~ult "',. 1..,..-,:et fo•'Utlr), 
•"'""' lon" lturu h.:.' lfl: ;u • , ..... '" tltt• lt..-lul"·t ~ 1 11,.• I I •'I~ 11 .. lo l•••t. Ut• tlw ati.M'tltll...,....l 
,.,..tool ,,,.,,. . : \ tl<ltAIIItlll lwlllhto.<" l ll ~•l.th l>t"l••·••lfu .. !nL.rto~tll..-tl•'tJI<t'fh•C'IUIUIUIIfiC 
,.~ot;t · .Aflol •I• "Ciioll• -<I I :.t.tllh 'lllo. ~ttoltllh ll lll.tl'"'ll o I It' I ' II tho• lo11111..1:r of , r ., .. r f, ' " ' ltMI(tiU: IU , ... . 

:h''" t!to 1•1 ,,.. \u•tl Ill till' 1 I,..,.,,, :1"' I•) 1 J'"ll t1tt " " ''"' tit l lo'.ol), J;tllol th,•O' lol1l Ill lt"t"aty, 
• .j .,flillll l HtttUIIUIIIC'.IIIoollf Uu t, \lr, f ' lolll" 1 tho 1111 .. ,1.-u .. • tl ,._.., ,,tJ.,.,J'\t" l 1•1 ) I t , ~1 \ 
u~l), , ,.n till" 11,\l•t•, " ' II tl ' '"'• "'II II, t• to• 1•1•" , tit ol nt~• l tll• .: luol ho t'll tll~•-.1 t! l tl1o0• tutt 
ulll l lll"' 1111'11 t ttn~lthll'l o'• h oom llltfl!,;o lo ;,t l+•to II• ' ' • I•) !lo•• lllotl> '-' I• " " 111•• 1'•11 1 " ' Itt•' 
t.l•"'' 1 "''" t•l ~ll'"' It or tl .. • to• l lt' l d &:1 .,. , _. .. , ··~ ,. ,, II •' ' '• 111 '·''"I "' 1l11• •'""'thlmt to I , hut " ' '" ' 
01 rot 'l " ''"l"ll• : f-:, o•t) IIIII I\ Il l !lit I tol ''"' • " "' ILttl j ,. • 11 •• t• ··.tto •ol '" • 1 111••1 u \t 1 ~~1111 , I•)' 1)11' 
;ot!llll l) '''"In in: hu~itu• • · 1., ' " '''"' It) l"'"''"il• " 1'1"'' '' Ill• ' " l' lw t 1.-•t•• . Ill II • "''~" ''tl l t>~ l lt l! t 
llot'tltlill.tl. '"'' 1"1-' llll<h•h .tlt l•'• l •t u \lllool tl IN• ltooo. lt.,ll••' · ll•t t II " " " l t• •l tllhlf'th lo•o l ll¥ 11"' 
'""''' W .1 !l<•t' t' UI III.IIHI•' I , ' '"" tlu lo tl oo )"'I :'"o•ll th' , t it ol tlw f'IIIU ' I'Io• " •I• Htlllol"l"'ll I'CI l.tt 
1,..,1.,. .. '" ro• .. trilllt tho• :<-tcto t ") "' th,. l 11•.t I''''''' 11, l lo•' ) thoou:;.lt t • <!Ito• fii•'·••IU'O' ••I :t ~111111<1 1 
•lit): lo 'tillo•lll ' !11 1-.• l'lo I o•••,;U), :0.1 .. 1 • •;tl" lin llltr't l 

I thlll l. tloo• 1 lm • .,• o~ ' t l ) \lt'tl <t• tl ~t.UIO I •, loo I tl..•• t h • • •t llj•'• I Ul'• It ol "ll a olt tto·tt'llf .. to~lr, 
~·,ol .lt.tll lln·t<t'luh' 1-"'' ltltllll~l thr ,ollio Uti utol '" • V••11•l II h ll llto•o 111111 tlk• llvuw h..t l 

0 j lutltt•t f•• 1 " ""'ltilol.th·ol, II luol,)t•o"I'H'fo "''" ... 

'" ~j ,', t•,,.,· .. moot1 .. ,. 1-of' 'lttL.m:.••tU dw tl,ott .. '''"''''" "'"' '""'' ll "'"'''' ' "'' l ~o.•llt••r" 1JIIt1lt•tt l ~ ... .: 1,..1tll!nd ,..,.._...,", .. t : '" ... l• t•t tl ....... ,.,,.,,."' •I) I•• .~ t hl" 1 .. 11. tto.uo 
llt•· quo··lt•otto•ll \1t t'ul~t ""' ~··"'''''"" , ,.lal"l .. ) t" r.••l~t·f'~'l"''lwnl•ttl tlw• ..... 1 •-••I 

.o .. no I t ..... htll . 1,, •tui.m~ ,,.., tloo· "toll I , ,.,, "'I, I•• olt lA IIl< tl, • tlhootlll ol.-su•IUo. loo-411 tho- I""' 
• ·l•ll-llrt. I"'• juo~. •.t.• ldl.o fl ,lfril o lllto'OIIo) t •J·I• • ul .-•••I•'! .at-. ... . It .,,...1.1 to•l•~o,..l ho ,-.., 

1 .. _..,.,..,, '"'"'"' ._, ''""' (uou•n••..,..•J : 111111 • .11 all "'"'"'"• ··,·,: .. , ....... ,. ~i ... tt • .a-... ""''J'""'''"' ,, ........ ,..-... 1 ........ l.-::"111 111tth , .... ~ ........... lht .. h.,.,., t: tl tl,.-) ... ,,. tu .. ll·l ntolt..-- IIIUI, If loto,.ltl 

F•• "" ·J'"'' :• .. 
\ ''"'"'"' , ool '''" ntt mlll"'t. •"• , .. tu t it· ut 

t••• •'•"; '""I~HIItt' •louh '" •It) h••l. •"·"' 
• ti lt tl,.. ~rll.ah• Ull !Itt• tUtJ••·I ""'l l• ... oh_.._, I•• II • 
••lw .. m~·· .. ,. .. •lull'' lli llu .. 1lo•••"'• 

:o;n tfl t•\\ , J utt•' ·~:-. 
'fht•~ncttt ... ,•d boll r,, o• •IIIMt loUt:t tloo•l ••'l'-' ' I 

••fll "' \\ ,u '"'·" tr.t•l till' tlmol lillto' •l"'"'''''· 
.,,.1 "'"' ltJ tloc !'-o•ttllh ' l•11 11-. t.Utl\ lfl'fl'll \\'• 

,,,,,. t..- tmw o·n•ov:h tu .illll•-mt"' """'" t urton• 
••·:· ''"''''"1•, t'~• thr-r ,, .......... Ito'"'"" '" fa • ·~ 
oo4 t• o• 11111 :t,oo 11 •!••"'· " 't lt ·~::. l t l-tl' :O.tutr • 
""•·roolttu·ut . I 

l lw-1•· "'"" llfl• •tlt<l't tlltmn~t•"''' lhlt ""'' 
t•lll•ltl ;• t'olllt\ t• U f'o:h t uti Jtj.!> lt11floh It M ~• IIIII 
, , 1• ,111 ,1dmillt'11, tha t ... .uwtltttol! .'"'S::Itl 1" '": 
,1,.1,.. 1 ., .. .,, .... jm,, ' "'''' , ,,. t lo•• tl ttE, tttl) ul tiM 
1 '"'' •I l"llth·~. o11nol t•' ~II·Mt'l 1111' lu$:h ' ' ' ' ""' 
, .. ' "'" "' tho• l"'' 't'ol": lmt ir 1llr 1 '' !'1 '1~·•·• •, '"' 
olllilllt;jt!IOOII Ill' t..-liiiiJIII•III'o l , tiU't o•l• lt tflo j ltlt 
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.. . 

HMJr: 

OperBtorl 

HXJrt 

John 
Pehle: 

HIIJr: 

P: 

HIIJr: 

P: 

HIIJr: 

P: 

HIIJr: 

P: 

HIIJr: 

P: 

RMJr: 

Pt 

HMJr: 

P: 

Hello. 

Mr. Pehle. Go ahead. 

John' 

Xea, Mr. Secretary. 

Deoeaber 21, 19~2 
2100 p.a. 

Are you at all familiar With Sterling Products' 

I thin); eo. 

Bow - how 1a the aanageaent there nowt 

They eeem to be Yery olean here •.•• 

Yu. 

110 

•• • • and our reo •• - our 1nveetigat1on here showed 
that they were olean, but we wanted to eat1ety 
our•elYee ae to what they were do1ng 1n Lat1n 
Amer1oa. We haYe two people down there now check­
ing 1nto that . 

Well, you know about Harold Tbomae helping ue 1n 
War Bonde' 

No , I don ' t. 

Did they ever talk to you about it' 

They didn ' t talk to me, no, a1r. 

I eee. But ae tar - 1e there - 1e there any 
reaaon- well- I mean he'• given ua about halt 
or hie t111e. 

I e he W1th Sterling' 

No, he 1 a With one or the eubeidieriea. 

I eee. 

But 1t'• part or Sterling • 

• 

v 

Regraded Unclassified



P: 

HMJr: 

PI 

I!I!Jr: 

P: 

HMJr: 

P: 

ID!Jr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJt·: 

P: 

mt.Jr: 

P: 

111 
- 2 -

I see. 

But he's been v1th us helping Harold GraYes nov 
t or e1x mon the. 

Probably perfectly all right. They ' re doing a n 
avtul lot or work helpful to us on the advertia­
ing aide in Latin America. 

They aret 

They're pluggi ng the American line very strongly. 

Yea. 

But ve can Just check th1a discreetly if you want 
ua to. 

Well - no , because I juat wan ted your impression. 

Yes. 

How about - but the American oompanyt 

The American companies were always pretty clean. 

How about Mr. Hlllt 

Well, we have fundamental doubta aa to them, but 
right now I think that their interests and ours 
a r e the same. 

I see. But it- it's Harold Tboaae who ' ll be down 
here helping us. 

Yea. 

And Graves never spoke t o yout 

Not- no, air. I'm aure he didn't apeak to me. 

I eee. I see. 

He may have spoken to someone elae,however. 

Okay. 

Right. 

Regraded Unclassified
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No. 2S 
SUPPLEMENT TO PUBLIC POLICY DIGEST Oerober, 1942 

THE INFLATION PROBLEM 

Inflation 

The char•. reproduced abo\'C. was prepared in the 
T~ R.ettarch Oivialon of the Treasury IkpartmenL 
In H lhe Oivb~n proenll forec::a.w of the amount that 
tomumen will try to tprod in 19fS and the value at 
Pfflie'nt prim of •h~ poru a1'd tnVica lhey will find 
0 " the mukC't. 8u.tinm capital fonn.nion and non· 

wu Government expenditures, as indicated by lhc 
cha.n. are rclatiYCly small in contraSt to the llrgu 
problem or toruum<r inoome and demand. 

The chan revtalt a tericnas lad of balan« between 
consu:mtr txprndhurcs a.ncl the supply of goodt and 
.uviotJ. The implic:uion here sttml lO be that the 

Regraded Unclassified



()doW, lt<Z 
SliPPLe.\ll!m' TO Pl!BUC POLICY DlOilST 

Mlppt)' of 1CJ0C1f 1nd 'f'n lett muM bel lnmu:d or thf' 

•-m ol .onq> ('OIIIIfll on VIe mark« ~- consumr.t 
~~;...,. .. ~a wnout ptclllll't 

Oft prl« tnldlp ucl I ., riw .. prim. A -~ 
inaaat 111 podt anil;dlk for d''llbA ~ptiOII 

obvklu•lr a.n be obtaiMd only" the upcnte of ~ 

dudlll 1M ~~~'*of war prociU(llon.. If wr produc­
doll p.11 .,... .o bt nalld link o• bC' adckd to lbc 

riril'*- .... - fll ..,. ... rm.-w,.. the 
atn(MIIU on IlK .oeey MClr of 1M .:alit C. k rnbtcrd 

qnly bf whhdnwl.na llatOfl•e brfott It p Oft 1M 

.ur\t l !Of ('Qfllllll lol'f ,oodt byl'lltlrll o( tncrnttd l;t.lltt 

or inarbt'd N"""' or bol.b. 

V."llilt skOJ.n) .. a...,.. thr ~wtaidl 

o.lm bnwfm the: $U WIIJoa lor ~ etpcftdJo 
"'~' lfl~t lhr m blllloo lor dvililn podl•nd kf'Y• 

lttt. It w.u bt" inlt'fNins•o IOlUC ptnom to a« tnl• 

... ~n to. lht odM'r ilftm. Adclitlon.&.l Jolonuticm 

wWct. M ~-.w.~ II &1.14 &o.a 

~ l2f tr«<U ,_w~c ~ br Ra.dcllpb Pa•l. 
(;c!Vfll (:ou;nxl of l.ht Treatlity. 1"llcw ~ 

~tr~J•Iw.S Mllfllll!li.U m•y be obcat!W'd Upotl applklelon 
• W 1'rtiMII'J DcpulliWIII. WW.II\(1.011. 

,., ,.,. .......... - - fUAI'C of ..... St-.1 
CioMJOl Act ., c..~ ...t dw CJfttioa b)' die 

Pre.lllnll of t.hc: Olli« of !collOI'Illc .Stabllintion will 

ruah: 11'1 l11val.uable mnu ib\lt5on 10 tht •utuMfut «<n• 

uol of ln:lado&. He fOt't ioto tome 6N.U rtprdin& 
thr JWJT".-.f _. ol W:.~ ... uv" .... U I funbn­

_.,.flAp;,;,&, .... die- iiii:»O. dwn.L ~ 

10 ~lr. P"•n•l. dx djiii('Mtum or tbt lfllltion problem 

u:re ft'\'fll lt'll by nrriul tuminatkln ol tJ~t: follo~t;lna 

~ 

"'""""'"""'"'--bdoc....m.t 
bJ aU f.clt,liChAh in. 1M flalioa il NMir~f at ~ 

than Sll! bUUo" a )l'lr ••• h d lil.tlr 10 rcadl SitS 

billion II\ the c:aJen.cb, )nr I!HS. ['"'tft altt:r all indl· 

Yklwl """" ptpbW dlttttlr to ftdtn&. Sta.rc and 

loaJ JO"~ d.rft will rta~~ia lor 1fC*1i1tc or 

Uvf1111 '*"t ...... SJ JG WU~t~a. ••• 

"'TM' tUJ'Pit ol SOOCb a.nd wn•l<a ava ~l.able tO <Oil• 

Mlmnt k a.nmdy nmnlnt 11 tht rlllt of Sll& biUJor. 

a )'OJ'. "- eptillliait: iprt for IHJ Jt f1t biDioa. 

Tilt ·~ bftW'Itll S I 19 b111io. ... J7t WUio1ftr. 
or SfO WII~M. & tilt inlbdon thm.t. , , . Tilt bn4 

tttltnatt'l ot t n.nua.l c.~nnu ..,vins t\ln at at. than $2& 

bllUoA. If dth I'W' ol u vlfll h sminUIIft(d thnt wiU 

.un bt ldl su wmo.. ol ~ pown .. c::roc:... 
ol ~ JOOih anU.Wt ... 

Unfo1111n.atdy aot~e of tbt ~ fnxn whkfl 

tbCK ~ret art: u.kC'l\ lndu~ the Ct.t~ra.l Cou:n.tl'• 

atimatet for buAntt~ Witt atld ~~ lOt c:~~pNJ 

~oratdoe. or in~ Ntkbtt A tkft a....._ 
~.pre ~ apmdiu,ua for war pod. aed .,.. 

ka. Mr. Pul doe. point out, bowcvtr, t.h.u the- IOQI 

war budcct. uqutttfd In tht J!H2 B11dJt:t MbU.p ,., 

bl tllbtcq~.KC~t ~ rt'Vttion.t., now tt1tldl u S71 WJ, 
..._, "'Whhdd ~ widl 011110-wu ~u J a 

pmditwa ..ua • ~~»Ullor tk 5eaJ J'fW 1 !Hl o1 ,., 
biJUoft. Wl1h Wt rf'l"tftiiC lupottltnl br !.be: 19i! Aq. 

w'hfdl Will bf i:n optntlon for only pi.11 o( lbe )'UI, 

we W..l.l nlll bt kft whh &he n«euhy ot bonowi~ • 
die ilcsl )'tat IHS aote lhu S60 billloa. .. 

WltOt Wr. Paid ltl.tn 1.br ialaliM ~ ill c.. 

1) 

YU~donoal ~~~Gnttary CmN, he nnpbubct lMc lbt bruit 
probl'"" h n10« ltmclanKnlaL More pt<~plt: will hn~ 

1.9 wort. IOt'lett and DMlll't' intcnt.h'dy no:c ror W• 

Lhit. ,.n:r "~larder work a.ad tbt cxlt.tt.tldoa of .. 

c:apiQJ.on lk ooe bacl. ud a ...Jicr .. ,.,. of JOG* 
and ltr\'kn OCt tbt ochtt haftd c:ontrlk~ tJiot prier 

cl'rilta.ru muu fQ)' to win the wu, They connitut~ tltllt 

[IIC't(lfQble ~k *' of the: war. J) 
'"\\'~ tltolaJd not dduck OW1dwa loro ~ W. 

w lu~ co.pldl' &ftdlo. Ia dw diMri\vcioa of ... 

rul COli ot tllt wu. Wt milK toenpti'IMk mocti'richallt 

who an: wor-k.lns wh~n tiJe)' have not prt¥Sow!y bHtl 

worlinr or wbo ln': worUng Jonrrr or wbo b&¥t 

~fro. polilioft•l• lhc dYil:iu ~ 10 poalo 
OoiM Ia tk wu ~,.. We can. aepmPIIl' dlrdt 

ou1 ol• dilllinhllinc•uppty ot aoodt •Ad .rom Oftlt 
lhroush the ucrilices or othtn wbo (or one ft'UOfl Of 

anodln 1.re not bdn& ul:td., or are 1104. abk. to work 

harder-, Joe«tr, - ia • lttW ClpiCllty. '1'1wott JWf'll"'' 
oltat *'crikd as lhC' lud a.oo.t ,...,. ew~ • 
chob. No lrwldaJ Jqm&tmaJn. no tn ,.~ • 

•trba.l tva•kl-•~ cart pn>t«t tht whol~ ot dw fi:«d I• 
a)Q'It J'OIIP (rom a lata" chan proportionate dirnin• 

tioa _. &hdr tWMLard of Uvi"'-

"U ..... _..... ... ploJ11cd ....,_ ...... , .. 
iftCY!ca.bly dcYtlop into a d~ut inhtloa ol ao.or­
rvw. We may u wll rt<Ognite thtt lndh'ldllllt wiU 

not or thd r Oto'l'l cbol<e u,~ dOte co half or dte ttl• 

come We h avallabk for tpendJna: or .an.,._ n.r, 
arc hu-.. bdirtp aocl they wm iamiJIW, UJ • ..,_. 

1110te than the ft.)~ at prt:ttnt pried.. of tk pit ... 
ttnica tl\at will bt avall•blc. ll toru:wmr IPtOI!Id t) 
arto not wlthdn.wn by tun 1ncl bonowlns. thq' will 

low 10 the muU:r.. in 1 t.trnm lhat wfJI lfta).: dlt 
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TO: 

F!lOil: 

The Secretary 

l.tr . Sulli:nn 

December 211 1942. 

Eight additional ...,n troa the Technical S~f' 

Ortice in Chicago have been &aligned to tho Salary Stabili.a­

tion Unit in tJ>at city. Comissionor l!elvoring tallo .., 

ho b~lieves this will enable the roroo to handle t he problem 

o! Christmas bonuses expeditiously. 
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Churl~.; :; . £1lis, Pcblply Colll Co., Chicago 
Ill. tel.,gn.a of 12/ lt''Was sent to 
Coa:oisaioner of lnternnl R.,vt~nue. 
The eo-i:lsioner replied by !Ailo,r ... 
on U/1.8/4.4 &s follo113 : 

"RI'tAl Doc ember 14 to Socretury. Ao 
all port inent fuct3 hGv" been :·urnishad 
Chicu&o office believo they con Dktko 
ruling moro expeditioualy olnco con~eatlon 
here equally heavy." 

' 

, 
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and &re goillg to pllblio work or MTillg into the a.U 
towna, to lin ott lha.t the7 hue a.ooumU.a.tea in put 
ynra. »oat of thea a..re 1111!1 and wife who a.re put 
middle a.ge a.nd juat not a.ble to do the hea1'J fa.rm work 
which ther carried on while t!:!,~d their bo71 with 
thea. .b a. banker, I am not anr auggeation aa 
to wba.t can be done or what reaedf can be tpplied to 
reline the ai tua.tion. I am juat ghing JOU the in• 
formation for whateTer it m81 be worth to rour Depert- · 
ment and to the Department of Agriculture. 

Charles S, Ellie, Peabod7 Coal Companr, Chioafo• Ill. 
{Telegram) * ** On Frid&T, December 11, we fl ed ap- 1 

plication with rour aalarr atabilization d11'ialon at 
Chicago, Ill., for approval of proposed Christmas 
bonua. Our rapreaenta.tiTes who filed such a.pplloa-

/

tiona do not belieTe your Cbic&go office ha.s aufficient 
personnel to h&ndle the number of aiail&r application• 
which han been recently filed in tiM to permit pa,y• 
sent before Chriataaa. M&tter is of Tita.l intereat 

) 

to our oomp1111 and i ta emplo7eea , Ia there &nJ n7 
our a.pplioation can be ~oved before Christmas, 
either &t Chloa.go or Wa.e ton? If neceasar7, will 
be gla.d to send repreaenta.t ve to -&abington at &nf 
time a.ppointed bT J OU. Can rou help please? 

It hu been solll8 montha ainoe mention na me.de of the 
fact th&t Mr. Melchor Leon of Mexico h&s continued hia 
don&tiona in a.ccorda.nce wi th hia promise. It will be 
remmbered tha.t he i& part Mexican and pa.rt Chineae. 
He makea & aonthl7 donation of $200, and in addition, 
aends a dr&ft cOTering 25% of a.ll purchuea ade b7 
lmerioan citizens in his store. The two checks r eceiTed 
this week were therefore for $200.00 and $192.01. 

Cor7don L. Baker, Shop Stew&rd, United Klectric&l, 
Radio and M&chine Worken of Allerica., Local 257, CIO, 
I,ynn, lfaaa . , aenda cop7 of Reaolution recentl7 a.dopted 
by that Union - - • • • Be it ResolTed: Tha.t the member• 
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DIUMU 11, lMI 
I 

111 4•r Chaaterr .. 
!hank JOlt ••ri •• for JfiD taler­

of Dee•blr 18~1 • 1017 of al• I u•• 
torwar4e4 to Sloretu7~111obrl wl~ a Pll-­
_.utl• \lilt ~· look late ~· .. t.er . 
1 will 11\ JMI DCIII wbat u,_.. f 

• 
laoPI alaoerelJ, • 

(11,ae4)1-
( 

j 

IP. Oleaur DaYle 
P,,a141ot, r.ae;;! .... rr• IIDk, 
St. Loale, lo. 

,_ 
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N~ one in Sec retary's office to 

receive this. 
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W<!9G73WASH (LONG) H63 STL 19- 1143 

HON HENRY MORGENTHAU .JR 

SECRETARY OF THE TREASURY 

117 

1942 OEC 19 oo 1 I 9 

AS YOU KNOW THE BANKERS HAVE BEEN MAI~STAY IN WAR SAVI NGS BOND 

SALES AND THROUGHOUT MUCH OF RURAL AREAS AARE OUR LEADERS IN V 1 CTORY· 

RJND CAMPAIGN, THEY ARE ALSO READY AND ANXIOUS TO DO THEIR FULL 

PART IN FINANCING AGRICULTURAL PRODUCTION FOR WAR IN 1943 STOP 

I HAVE JUST READ THE HANDBOOK FOR AGRICULTURAL WORKERS IN 

CONNECTION WITH FOOD FOR FREEDOM CAMPAIGN 1943 WHICH STRESSES 

FARU CRED IT AND FARM SECURITY AS SOURCES OF LOCAL CREDIT FOR 

PROGRAM AND NOWHERE REFERS TO BANK CREDIT AS AVAILABLE TO AID 

PROGRAM, AM INFORMED THAT S IM ILAR PRESE~ATION IS BE ING MADE IN 

REGIONAL AND LOCAL MEET INGS STOP MR, HEM INGWAY, PRESIDENT A,B,A, 

IS RECEIVING MANY COMPLAINTS FROM BANKS AND IS FILING STATEMENT ON 

MATTER WITH SECRETARY WICKARD STOP IT OCCURRED TO liE YOU MI GHT 

WISH TO MAKE REPRESENTATION TO SECRETARY WICKARD SINCE I AM SURE 

HE DOES NOT INTEND NON-RECOGNITION OF COUNTRY BANKS IN FOOD FOR 

FREEDOM PROGRAM, 

CHESTER C, DAVIS 

PRESIDENT, FEDERAL RESERVE BANK OF STLOU IS, 
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S'l' LOUIS I«> DIO 19 1942 1243 P 

I!OH CL.I.Uilll R WICIUBD 

SICU'I'Al!Y or .AGRICUL'l'Olll: 

Yl~:! CRiDI'r SIRVlCI MAD! lll!X'l YUJI STOP l!'i:GRI'l 11) S!'.I.D llllaVD '1!W' II 

DlSCUSSlOiiS .1'1 lliCiliT R!IGIOJUL CO!in~IS 'IC OOI!SUilR l'OOD PRO!DC'IlCI OO.US 

:!01 194 3 I.Al;IS liUi Ill!' DICLUDID ~ SOUS:IS or C!IIDI! '1'0 SUFPoi'l T11J: PB:>G!WI 

Sll:ll' .ACOCIDUIG !0 NOBll.lz..\fiOII PI.IJI 'IC :81 JOLLOVID BY Y.U BOJ.RIIi II llll!:r 

CO!MY Ol 1'111 COUIT!Y IT lotlULD .&PP.IAII ~T lA!IID' .1J1E '1'0 D Glfllll Till 

lHPRESSIOS TI!.U' THE OllLI SOUliCI 07 C!IIDI'l' .t.VAILABLII '1'0 Tl!i:M IS TR.U' or 

CJIEDIT AGi:liC!BS OJ' TilE m1P.Ll!TKEll'l' 0:1' .AGRICULroil STOP RiSPI:CTJ'ULLY URGII 

TW TillS PB:>GIWl B:E A1U11DD '1'0 IIBCOOJIZII TD OCUITBT B.UI:S J.ll) TO llCPORT.AII'l' 

?AliT 'I'DT Pl..U Ill 1!m rAIIIC iCOli)NT STOP Till J'OOD fOR lRiiDOll COJOai'l'IIES or 

UZ Allli!UC.U B.UXXRS ~SOCUTlOJ .UU: .AY.Al.LUILII JOB ASSlS!Allll 11 lOUR 

Pa:)GlWC AID SIIOUlJ) :U US.ID 

V L lliiiiiGV.AJ PUSl Diili! .umuc.u; :enrns ~SOCU'IlOI J.ll) 

PES lliD'r NIRCAll'fiLII CCIOIIRCI BAn AlrD TitUS! COICPAII STLOUIS 

ICII¥lA!:'rlLI COIO!UCJ lU.llX .&JD !RUST OCIIPUY 

( 

• . . 
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December 21, 1942 

Dear Claudet 

I am aending )'OU her .. l~ a cop{ ot 
• telegraa 1 han recehed troa Cbee er 
Du ia. 

Knowing bow ach JOU are lnhr .. ted 
in baing helptul on our aale ot •r Boa4a, 
1 u aure 7011 ww.ld be glad to pereocsUl7 
look into thh coaplalnt and let .. !mow, 
t1rat, ie lt a juetltlable ona and, aeoond, 
1t ao, i t there l a &DJ\hl ll& Jf1111 can do about 
1t . 

Honorable Claude R. Wickard, 

Seoretar7 ot Agriculture. 
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Derar .,., W!s • 
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ft&a .,. ~~- • • •u a taltr • ...... 

... ....... Otaoaftllap ................ .. ....... 
• ••• 

........... ,.w~ 

..,'"'- t1 ... a . ~·~-... ....... ........ ,, .... ,. 
~nu-t .. 

Fll e in Diary 
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TREASURY DEPARTMENT 

INTERNAL REVENUE SERVIa: 

SPRINGFIEI..O. ILL. 

hoed ... 1~. l!j112, 

loaoral>le lai'T Morcat-. h., 
hore\eJT of the tJ. I . ho~, 
Vaahlllc\oa , 1). C. 

Tov Satut'U, ntcM 'broa4oaat ,.. pertoot. 
lludoi;r I wrote an odUorbl whloh \ oda;r hea4o4 \he 
edUorhl ool'a.,o ot ell lllllto ot tho Il11no1o State 
llocle tor, 

lopl.Jic \b 1a M Oh w1 \h 70111' appi'OTalo Olll 

vl\b OO!II1'atll.laUoao, I r-.ia 

TTl) I AI) 

lao, 
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Copi es to: OraTes 
Bell 
Butt1~~&ton 
Harold TbOIIIAe 

Mr. Thoma& ' oop1 mailed to bie b0111e 1 

Fox Run Road, Norwalk, Conneot1out. 
. l .... l~ "t" 

fle_e o.J,oA t.._t ~-:: ·~..1• J:;t- -b. 3 lS" 
w-~-~~1'11 

.. 
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Field survey ot Bond Drive in ~o, December 7-9, 1942 

~ 

conversations wore held with one or more bankers in 
eleven communities , east, northeast , and south of columbus 
Ohio, ranging in population from 6 , 300 to 40, 000, The ' 
communities visited were Newark, zanesville, cambridge, 
coshocton, Dover, Wooster, Ashland , Portsmouth, Jackson, 
chillicothe and Lancaster, 

124 

The survey incl uded no community experienci ng a war boom. 
Each town visited had some manufacturing activity but was also 
the center of a substantia l a,gricultural area , The cO".mty 
populations ranged from 27, 000 to 70, 000, 

Findings 

In most of the co!!l!!!UDitiea it woa not until t he week 
ending December 7 that the organizati on effort was started 
and solicitation was not scheduled to be under way 1n any large 
extent unti l the week beginning December 14. The sales made 
before December 14 represent the use of tho same sales tech­
niques aa were applied in the october financ i ng, namely, a 
few telephone calls by i ndividualo connected with the Victory 
LOan or8anizations to , mainly, the institutional type of buyer 
in the community , 

A few i nvestors have responded to the advertising end 
como into the banks voluntarily; but the real teat of the 
selling techniques used for t he first time in the Decet:~ber 
drive cannot be m~a~ed until later in the month. 

Dec«nber i s not an easy month to start a campaign because 
retailers are buay, and many communities are in the n idst of 
thei r C~unity Ches t drives , sut f rom the poi nt of view of 
the Treasury 's need for a field aalea organization r eady at 
any ttme to participate 1n drives , the December campaign can 
be recarded as fairly successfUl, for it i s clear from the 
convorao.tiona I held that it .. oas not until the TreastU'y 
opened t~e December campaign that any effort was made to 
form a real selling organization, Therefore, the decision 
to hovo a December campai gn was j usti fiable , no matter what 
the financial results in that month, ror the second campaign 
con deal more wi t h actttal solicitation and less with the 
building of on organization. 

... • 
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sane or the county cbainnen aeel!led to me to be doing a 

splendid job. !.!any or tham have worked ni ght and day. They 
hove arranged daily meet1nge of aaloemon and othore . They 
have worlcod w1 t h Rotary and other clubs . They have been busy-
1~ eolecting salesman and in preparing prospect lists, Which 
1s difficult. The conventional practice, apparently, was 
not to go over the lists or bank depositore, but , rather , to 
"ork f rom the telephone boolta . 

The organization effort f rom the top seemed to me to have 
been a realistic one, for the county chairmen ha ve been allowed 
considerable latitude so that tho particular situation in each 
communi ty coul d dete~nino the fo~t of the organization actually 
put to use . Thus in one community .the sales effort was Ol'ganized 

by professional and industrial groups. In another it was built 
oround a particularly active Rotary club. tn another 1t 
loaned heavily on the l abor organizations . In another it was 
haRdled a lmost entirely by the investment banking groups . In 
cnothcr it was handled by the commercial bankers . In some 
case3 the farm orccmizations were used tor solicitation. 

It is c l ear that it would be rutile to set up a fixed 
pattern of organization because hero and there there are no 
labor orsanizationa , some of the farm organizati ons appear to 
be unpopular and in aooe cities the Rotary clubs are not very 
ective. 

The bnnks have been participating splendidl y in the cam­
pn1sn. Their banking f l oors are tull of advertising. They 
wero telephoni~ ovst~ers who have funds . They represent 
the organizing agencies in most communities . They have spent 
s coed deal of money in advertising the obl i gations and handling 

the transactions . 

The "basket" or securities , in the view of every individual 
interviewed, seemed to include about the r i ght number and 
variety of iesues for bank and insti tutional , as well as for 
i ndividual investors . However , e aurvey of opinion after 
t he drive i a over might yield ooro reliable ' nformntion on 
t:tio point . I gathered that the G'a may very well make it 
more difficult to sell tho 21\• s 111 most small and medium­
sized co:nmunities. The difficulty of educating the salesmen 
concerning the various issues in the pecember drivo might make 
1t a good idea to·use the same basic issues for the next cam­
paign so tha t more effort oould-oe-placed on selling and leoa 

on educating the salesmen. 

The advertising job is generally reearded as a good one . 

one criticism expreosed waa with regard to failure of the 
aclvet·tisements to feature the wholo 11basl<et" . !Aost or the 

•• • 
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advorticemonts apparently overstressed the 2l •s, wbic~are 
difficult to sell 1n the smaller communities in competition 
with the n•a ane o •s . There was oome talk abou t lack of zip 
i n tho advertisements . The people out on the tiring line 
seemed to aensc t hat the conventiooal form of security adver­
ta1n~ would "ork all right with the high-bracket investors 
but thOt something a little more populnr is desirable if the 
l ow- l>rncket people are to be brought into tho picture. 

'!'he talk or forced savings in sevel'al communities oeems 
to have f rightened some !nvestors, who interpret that term to 
:llean tho conscripting of preeent savinGs • Uore than one of 
tho bankers i ntervi ewed stated that some prospects were tear­
ful that if they held their savinze where the Government could 
lay its 1-.Dnda on them the savir.,gs woul d be taken away. 

~nilo most local chairmen appoar to be doing a splendid 
job in tho verr short period they had avnilable, they can do 
n otill better ~ob 1£ they are given sono professional assis­
tance. In one community it mi ght be desirable to lean a 
l ittle moro heavily on the direct mail approach, while in 
snother it mic;ht improve the sales effort to bring the labor 
unions or the prof essional groups a li ttle more actively into 
tho campaians . :l think it was a help to a tew of the men I 
in terviewed to find out what some of the other communities 
were doing . one man said that he had neglected entirely a 
vory active Rotary cl ub and would have a meeting the next day 
at which the whole proeram could be given a little zip. 

It is clear in all or these communi ties t hat one group 
or savers is not being reached at all , 1n eithor the victory 
Loan Ccmni t t eo or the 11ar savinge starr dri vee . The f omer 
is a \'Ory efficient means of reaching the l:liddlo and upper­
lnco,o brackete. '!'he latter is effective only 1n pay roll 
deduc tion. J.!any .,.orkers, even in the non-boom communities , 
such aa those visited, have funds wbicb are not reached with 
the ten per cent pay roll deduction, and moat such 1nd1viduala 
are not on tho Victory committee prospect lists. such 
i ndividuals are believed to have a substantial amount of tunds. 
They are hard to locate since they are not on the books of ~~e 
banks and i n some cases they are not even in the telephone or 
the city directories . These people whoso savings hav~ increased 
sharply in the past year or eo bocause of two or three workers 
per f amily, overtime increased wages , and work for the first 
time' for the full ye~r instead ot just tor part of it, can be 
re11ched only through a bouse-to-house campaign. EVery bnnker 
wi th whom I discussed the question agreed with that . 

• • • 
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svan in those non-boom towns the maldiatribution of the 

increases in incomes which ori ginate in tho war ef fort ia 

s tr1k1118• While many familiae have two, three, or even five 

times the incomes they had two years ago, there are other 

individuals whose dollar incomes are not up at all and whose 

real purchas i ng power and saving ability has been curtail~ 

by the rise in the coat of living , 

It may be that the maldistribution or these increases in 

1ncoces is, from the Treasury ' s point of view, quite important; 

t or if l n br inging the c0l1111Ull1t1ea' savings to the Treasury 

toroed savinca or tax devices are used in such a way as to 

"t ake the hide off" the millions of peopl e whooo incomes have 

not inc~eased at all Wbile t hey lea ve tho chi ef beneficiaries 

of tho war ef f ort enough money to increase their scale or 
living 1nater ially or to spend lavishly at the local beer 

pa1•lors , as a great many of t hem are doi ng, a great injustice 

will have been done , 

I found in theoe small non-boom communities further evidence 

of t he meldistribution of increases in incomoa which wo had die­

covered i n certain other analyses , I found the same thing in 

tho Far west s tates, in Michigan, in Illinois, and in Massu­

chusetts , where I have taken the trouble to study tho si tua tion, 

:•.~rthermore , I have obta ined - on a c<mridential baais - f rom 

the chief employment executives of a number or the largest 

corpor ations in the country evidence that while thousands of 

thei r employees are making a very good thing out or the war 

the white-collar groups a re ceu&ht between rising coats and 

s tabilized incomes . 

This maldistribution of i .ncreasea in incomes which I saw 

in oach or theae small cities must be allowed for in se tting 

up the next Treasury d rive, for it i s far better to use the 

t echniques of high pressure salesmanship to induce a worlcer 

to use most of tho increased income to buy war savings sonda 

than it is to put i nto effect a fiscal pros ram which would 

requi re everyone, regardless of h1s ability to do so, to put 

twenty or t hirty per cent of hia income into war Bonds or 

taxes , In the one case no one woul d be burt, and ln the 
ot her, many good American citizens may be f orced t o cancel 

insurance, sell their homos , reduce t heir a sa1otance to 

dependent relatives, and reduce their support of home 

chariti es and religious organi~tions, or curtail other 

socially desirable expenditures . 

The case for mobilizing for a real selling campaign to 

get thie money where i t ia , r ather t han try to squeeze i t out 

where it just doesn•t exist, seems to me to have demonstrated 

... -
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to be o very good one. And 1 t waa interesting to see that this 

maldistribution of i ncreases in income is ~ite pronounced in 

every one of the communities I visited . 

As to tlle organization, the Victory Fund Committees some­

t ices i nclude the chairmen of tho war Savinge Commi t teua . In 

certain of the towns visited, the war savings Committees do 

not seem to be as ac tive as they were a few months ago, or aa 

they ought to be. There has been a l i t tle difficulty because 

i n sooe cases the Victory LOan committees do not know whether 

they would be permitted to sel l an E Bond, end because here 

ond there tho war savings staff people feel t hat when they 

;::et a man i nves ted in E ' s that .I s all that is expected of him. 

aut , in eeneral, the Victory LOan Committees are promoting E's 

because in tho smell towns many of their pr ospects have not 

taken their limit in such obligations . 

I gained the a t rong impression that the sales effort 1a 

producing better results in those communities where the Victory 

LOan Committ ees and the war savl ngs Committees are cooperating 

closely . 

currency is flowing out in most or these communities; but 

in ons of them the trend is inward; week by week the banks 

i n that community are returning currency to tho Federal Reserve. 

In one of them there was no net in or out-flow. But 1n every 

case the bankers said that their prospect lists did not include 

the bulk of people who hold the currency. 

The reasons cited tor currency "hoarding" are roar or 

confiscation by way of f orced savings schemes, unwill ingness 

to do business with the banks which have had to initiate 
service charges and l ow rates ot interest on tine deposita . 

The money f lowing into circul ation i s not evenly distributed 

by communities or by 1nd1vidualo in the communi t y . I t can 

be gotten out ot circulation not, I think, by warning people 

at ainst hoarding, tor that might merely edvortise the 
cles irab111 ty of hoarding, but by having a \Yar sond salesman 

point out that there is an at tractive alternative avail able, 

and that is investment in uni ted states savinr e Bonds . 

The more potent the salesmanship for bonds and the 
stronger the appeal addressed t o the lower income groups , the 

more currency will be returned from current circulation. 

§Ugsestions for consideration in connection 
with campaign Jio . 2 

1. That investi gations such a5 that just completed in ohio, 
Illinois, and Indiena be conducted in the first two or 

three weeks of January by f ifteen to thirty trained 

• • • 
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investigators covering every state in the union to die­
cover what improvements 1n drive technique are called ror 
from the experience or tho December campaign, One of the 
market research a~encioa can do that Job quite easily. 

2. That on the basi a or these reports , a saloe manual be 
prepared, listing the most effective organizational set-upa , 
the beat sales appeals , the methode of training salesmen 
and eo forth. ' 

3 , That tho fifteen to thirty investigators bo sent to spend 
one day with the chairmen of each of the larges t counties 
to counsel with tham in perfecting their organizations, 
not to forc e un1form1 ty of organization, but to make sara 
that each community organization head knows the tricks or 
the trade, .• 

4 , That the Victory Loan Conm1tteee o.nd the War savinge Comm1tteee 
be brought into one selling organizati on, perhaps with the 
chairmen of the Victory Loan Committees and the chairmen 
of 1'/ar savings committees serving as co-chairmen of the 
new committee. The Victory Loan COilmlittee might he in 
charge of solicitation of the larger investors 1n each 
co:mnunity and the war savings starr could have charge or 
house-to-house solicitation of all individuals not on the 
Victory Loan committee list, and, of course, in charge or 
any further pay roll deducti on drives . aut both groupe 
must sell the entire 11basket11 - concentrating, or course, 
on the securities ita prospects are interested in, 

5. That consideration'be given to the payment or a comoission 
of 1/8 to the 1nd~v1duel salesmen on the house-to house 
starr. In the communi ties vial ted I round thnt the banks 
and many business concerns are understarred and are unable 
to free individuals for door-to-door sol icitation. The 
Victory Loan committee people need not be compensated, 
for they will be recruited rrom the well-to-do people in 
each coiiiiiUili ty, All that is required 1a a call from the 
bank president to the head or some local industrial con­
cern. aut the War Savings staff salesmen may be young 
lawyers , real estate agents, or ineurance acents who will 
do their job better if there is some small compensation. 
The larger security houses can, as did one in New York 
City, pay an eighth to their salesmen, but the smaller 
dealer a a.nd the bank a in the a mall community a imply can 1 t 
do it, 

6 , That the Treasury pay tor much, if not all , of the war 
Bond advertising, The Treasury cannot expect an adequate 
advertising campaign to be contributed locally tor tho 
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rreaaury needs to advertise where the prospects are, not 
where some public- spirited group is willing to contribut e 
the funds . The ndvertieing should not be in the form or 
the conventional announcement , for the maaees, not the 
elaasos need to be sold . 

I believe a campaign along tho lines I have described will 
yield ten to twenty billi on dollars per nnnum from people who 
will not bo reached through the pay roll deduction or the 
vic tory Loan campaign type of approach. A successful campaign 
to sell securities voluntarily to the people who have increased 
their savings sharply 1n the past two years , and to those who 
r~ve hoarded currency, may make it unnecessary to resort to 
the device of forced savings 1n any vicious form . 

The first campai gn had to be experimental and orcnniza­
tionnl , nnd in the smaller communities I visited it r.as success­
ful in that sense, way beyond my eXPectation. I came back 
cOltv11lced that the directional effort from the top must heve 
represented one or the finest jobs of ito kind ever done. 

p . !.:Urray Shield• 

•• • 
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Cocparhon ot December aalet to date with oalet duri"'! tho 
oamt nwobor ot buoineoo dATI in BoYoabor and October, 1942 

(At i aoue price in thouoando ot dol1oro) 

CONFIDENTIAL 
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•• Dee01ber llonaber :percent of lonaber 

19112 
• II, 116 $ II, 116 • 5o 1611 79.~ 

11 ,439 8,6o5 9.272 92.8 

10,()42 18,647 20,li6o • 5.ok5 91.1 

)9,~ 58.337 }1 ,)09 112.2sa 186.} 

16, 8 711,9811 5},076 52.98 1111.} 

116,1124 121, llo8 62 ,}26 7),919 1911.8 

11,887 1}),295 96, )66 98 ,490 1)8.) 

11.857 151,152 111,002 117,077 1}6.2 

1),607 1611,759 1116,494 1}1,593 112.5 

)8,6(,4 20),1123 161,929 169,859 125.6 

17 ,48o 220,90) 181,120 179,2}2 122.0 

52.056 272,959 188,497 194,811 11!4.8 

15,530 268,488 2~o,osG 222,243 125.4 

22,764 }11,252 2 1,62 2}9,891 128.8 

24,848 }}6,100 262,274 254.201 128.1 

25.26o 361,~ 28~,lio9 zgo,282 125.~ 

17.907 }79, }1 .568 }12.}&6 120. 

All tisuroo are dopooito with the !reaourer ot tho United Stateo on account 
ot procoodo of oaleo of United StatOI Ol>YiCct bondt. !ben nsure• ban been 
adJuottd on tho baoh of wire re'Oorh and therefore will cot sgree with tho 
T-rea•urer'a aceounta . .. 

Notet Ji surao b&Yt been rounded to noareot thoutand and will not neceooar111 add 
to totalt. 
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19112 

1Jli!TED ST.t.!XS SATIJIGS l!OIDS - S:&Jtlii:S r .t.llll 0 OOIGIJ1D 

CollpiU'iiOII ot December oaleo to date v ith oalu dur1D& the 
ooat nu.btr ot but1neoo 4att ill NoYoabtr a~~d October , 1942 

(At i ooue pr ice 111 thouoande ot dollaro) 

December 

$ 197 • 197 • 303 
329 527 1,115 

2,668 3,21~ 1.a~ $ 2,218 
13.947 17,161 1~. 720 20,J22 
12,303 29.~ 31.~ 24,325 

17,522 ~.986 34,o~ }1.922 
"2,872 49,858 4}.9 ~.6q5 

9.576 59.434 49.326 55.998 
~.651 65,085 58 ,8112 59.711 

1 ,274 79.}59 64,157 74,275 
7,135 86,495 71,352 76.430 

15,430 101,924 7J,989 83,1!57 
7.719 109,644 83.2~ 91,884 
5.1116 114,789 88,868 98.457 

11,654 126,443 97.154 101,252 
6.~ 1J2,909 1o4,4S7 110,052 
7.992 140,901 113,191 115,757 

65.~ 
~7.3 
41.0 

116.6 
93.8 

138.1 
llJ.') 
120.5 
110.6 
123.7 
121.2 

137.8 
131.7 
129.1 
1}0.1 
127.2 
124.5 

All ticuru are 4opoa1to vith the Treaourtr of tht United Steteo on account 
ot ~roctt41 of ealea of United Stat~• t&Tln&• banda. !heat f1£Qres hA•e been 
adJuoted on the baoh of v1re repor t o ud therefore v1ll not agree v ith the 

!reaeurer•a accouota. 

•• 

Hote l r~ureo ha•e been rounded to oeareot thou o&nd and will not neeeoearil y add 

to totdo. 

• 
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Deoeaber 21, 1942 

IIEllaWIDUll FOR THE SECRETARY: 

At 10:80 1. ~ Fr1d&T, December 18, 1942, 

Seoretarr Xorgeathau received Senator DowDe7 of Cali­

foraia, ud a dlacuuion enaued oonceraing Treuurr 

policr in regard to application~ for additional 

branohee b,r the Bank of America National Truat and 

SaTinge Aaeociation. UDder Seoretarr Bell and 

Comptroller Delano were present. 

133 

Senator Downer opened the d1eoua•ion b7 etating 

the Bank of Amerioa had requested that he present tot he 

Seoretarr a brief outlining the position of the bank. He 

stated he had not read the brief hiaaelt aa ret but 

would lllce to lean it with the Seoretarr for •tudr and 

&newer. He further atated the Gianainl lntereat• felt 

that uader the law the7 were entitled to certain new 

branohee and that ther were being dieoriadnated agalnet b7 

continual denial of their applioationa. Senator Downer 

u.de it clear that he was not undertaking to aub1titute 

hie juag..nt tor that of Treaeurr official• but that he 

, 

( 
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wae preeenting a viewpoint. 

Seoretar,r Korgenthau replied that he would 

like to take a few minutea to intorm the Senator aa to 

the background of thia eontrover1y and the present 

attitude of the Treasury. He then made a brief sUDmarf 

of the Treasury superviaory polior in this caae, pointing 

out that in 1933, his predecessor, Secretar,rWoodin, had 

decided to permit the Bank of !aerioa to reopen against 

the advice of every one concerned and that ever since 

he (Seoretarr Korgenthau) had been Secretary of the 

Treasury he had been attempting to improve the condition 

of the bank and to force the Giannini• to abandon policiee 

and practices which were universal~ condemned bf all who 

knew the facta . The Secretary 1tated that thia caapaign 

to re1tore the asset condition of the institution &Dd 

to improve the management had been met with 1ullen 

opposi tion at every step f rom the Giannini• and their 

offioera, aDd that thia opposition included peraonal 

attacks on himself and attempts to have him removed from 

office . 

( 
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Secretary Morgentbau continued that finallr 

llr. L. ¥. GiiJIJlini bad called on him peraonalq and 

alone, llr. Giannini waa then told that, despite their 

a&n1 attacks and diaoourteaiea, the Secretar, of the 

Treaaurr bad no interest in either i . P. or L. K. 

Giannini, but that hia interut waa unflagging in 

prennting a further upanaion of a banld.ng organisation 

alreadf onr-exteuded. llr. Giannini waa abo fi.ra!T in­

formed at thh conference that the pollciu arui practicu 

which had proYed so damaging to the bank and the general 

financial situation on the Pacific Coast .nat not be 

ru111111d aDd that there would be no weakening of auper­

Yiaor, preaaure toward that aDd. Subsequent to thia 

conYeraation with llr. Giannini, tha attitude of the Bank 

of !aerie& uuderwent a change and ateaa, improYe~nt has 

continuad up to the preaant time. 

it the Secretary'• requeat, llr. Delano explained 

aomewhat aore in detail the Treaaurr policr aa to branch 

reaoYala and tranafera. It was explained to Senator 

Downey that while &D1 increase in the number of branchu 

had been conahtent!T denied, a substantial !llllllber of 

• • • 

( 
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tranden of existi.ng branches from one location to 

another had been authorized. These transfers fell into 

two olaaaea -- routine transfer• of a ahort diatance to 

permit improTement in the conTenience of location.; and 

tranafera peraitted in those cases where both the public 

and the bank would be aernd by IIOTing fro• an uneconOIIio 

to a sore profitable and sore useful location. It waa 

explained that such t ranafera were alwa71 handled on a 

oaae baaia, and that th'T would not be persitted where 

the retult waa simplf expanaion or intruaion into the 

field of &l1J amall independent bank. 

Senator Downe1 expressed hiaself as appreoia­

tin of the courtea1 ahown him and of the temper of the 

explanation. The aubject waa then changed to one of 

tu .. , the Senator pointing out the difficulties which 

will be encountered in attempting to collect tuea from 

certain piece work farm l aborere, The conference then 

teraiu ted. 

The brief presented by the Bank of America 

through the good offices of the Senator was turned oTer 
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to )(r. Delano for stuq with the UDderetanding then 

ehould be further dieoueelon &I to what action ehould 
be taken in regard to it. 

f.ur~l-'· ··o 
Preston Delano 

( 

• . . 

Regraded Unclassified



TREASURY DEPARTMENT 138 

INTER O FFICE COMMUNICATION 

DATa 

TO Secretary Morgenthau December 21, 1g42 ( 

' "
0

" Ferdinand Kuhn, Jr. 

Regarding the distribution of the work I have been 

doing, I would suggest that you give the following assignments~· • 

Savington Crampton: 

(1) To handle the correspondence that has been coming 
to me from Miss Chauncey 's office, some of it con­
sisting of letters for your signature and a larger 
number of letters to be written and signed on your 
behalf. 

(2) To receive visitors sent by your office. 

(3) To continue as executive secretary of the committee 
that has been working on public· information on taxes 
and inflation. 

Peter Odegard: 

{1) 

(2) 

To direct the writing of public messages signed by 
the Secretary in connection with War Bonds . All such 
massages, whether requested from the outside or by the 
War Savings Staff, should come up to the Secretary 
through ~~. Odegard. 

To handle all Treasury relatione with O.W.I. except 
ftpeeoh clearance. 
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Harold Uager : 

(1) To ~repare the Secretary's public speeches and to 
aas1st in the preparation of all other formal 
statements. 

(2) To write or assist in the wr iting of speeches or 
articles for other •rreasury officials who ask for 
his hel p. 

(3) To read Government reports t hat may be sent to him 
by Miss Chauncey and to mark passages if he thinks 
the Secretary would be interested in them. 

Herbert Gaston: 

To edit, for style ana content, all Treasury speeches , 
other than the Secretary's, and to approve them for 
policy. These speeches shall not be made unless 
Mr. Gaston approves the manuscript. 

Charles Schwarz: 

To handle the clearance of speeches with O.W. I . All 
Treasury speeches by the Secretary, Under Secretary, 
Assistant Secretaries and the General Counsel, should, 
after l eaving Mr. Gaston, be refer red to Mr. Schwarz, 
who will clear them with Mr. John R. Fleming' s office 
at O.W.I. Mr. Fleming's office, in turn, will refer 
to Mr. Schwarz all Government speeches bearing on 
Treasury problems. Mr. Schwarz will circulate them 
among the appropriate Treasury officials and will 
send their comments or suggestions back to Mr. Fleming. 

• • • 
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DnMu 21, 1942. 

=n•mm rsa • mm"'! 

llr. l'lllp1e &-. bu ...._ =•r' 'bJ U. Dl....t.in ol 

r..tp ......, C..Wol .r u. ,_.,.,. Depa"-l\ .. .., 

-'"'"'-" 1a ita ~ ettloe a\ t6400 a ,..... a. 

wUl •'-" h1a - .... - ,._.,. 1, 194). 

(81~) H. Mo..-nthau. Jr 

HO 

Sent by Sturgis 12:20 12/1 

File ln Diary 
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December 5, 1942. 

T01 The Secretary 

F!!OII: llr. Sullivan 

~'r. Wenchel has an appoint<ne nt with Te!:!ple 

Scay 1/onday morning at ll O•clock. llr . Wonchel is 

prepared to offer llr. Seay a positi on at $6400 a year 

trying income tax cases in hie choice of Boston, 

Pittoburgh, Kansas City , Houston or Chicago. 

' 

-
141 

( 

• •• 
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f~:!: 

'!be Secretary 

l.!r. Sull1 van 

December 3, 1942. 

Upon r eceipt of the ""'r:.oran<luJO fro• the President to 

you relating to a posi tion for Ur, TtiOPle 1f, Seay, I phoned 

Commissioner Helvering who suggested that ~. Seay communica te 

rl th Mr. Wenchol. I then phoned llr , Scay and 1/r. Tlenchel and 

toe, are to get together this week. 

142 

•• • 
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THt: WHITt: HOUSt: 

WASHINGTON 

November 30, 1942. 

6!EIIORANDl11i FOR 

THE SECRETARY OF THE TIU':IISURY 

•;.'ha t c&n you do about 

Temple w. Seay whose term on 

the Pr ocessing Tax Board 

expires on January f irst? 

F. D. R. 

. ' 
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THE ASSISTANT SOLICITOR GtNUIAL 

W4SHINGTOH 

Dece.ber 21, 1942 

Dlar S.creta%7 ltlcrpntbau 1 

ll it baa DOt~ beeo 4ont, wbat 
about the idea ot the 'lN&a\JI')'•e lliJIUna -
COld cow !« U8e 1n OCCI.lpi-.1 terri tarieaf 
AMriean cold pieces used ~ and 1n the near 
tutur. aq han - 1ntar,..Una ill!pUeauCila 
1n the conduct ot the wv and attar. 

For tbo CCIUJ'M ot the nr, the ad-nntepe 
ot cold coin are ob-tioua. ll Bllrope should 
get to a e- eurrez.cy alter the war, it aq 
well be that it ought to be tied to the dollar. 
The people ot Europe know the dollar and would 
doubtless rather ha.,. 1 t then All)' otbor !ora ot 
OillTency. 
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TREASURY DEPARTMENT 

I NTE!t OFFICE CONNUNICATION CO!:FIDE!:TIAL 

DAn December 21 , 1942 

TO 

Situation, 
December 19 , 1942 0 

Summary 

:o,·•trtr1 l >reduction: Industrinl nctivi ty t\ecl1ned less thflr. 
11:r in l!ove:>1ber and the FRB 11dJucted index rose to 

l 1 1 CO:Jo'llred ~;i th J$9 ( rev1Sed) in October Pnd 167 in 
::ove'-1\l r l 94l o Recent reported CMCella tlons of vnrlous 
0"'•'1 oun1tione contracts are cnusin,1 dlelocatlone currently 0 

.;,•,truco lon activity: Decline in construction next yec:r 
~= •t'ctt' ..: to t•elease one million men !or othr.r lines ot wor!: 0 
':'1 ~c lc nore thr.n the addl t 1onc.l number of 1:or!:ers exnected 
to l1c '1C~ded ln the shipbuild inc induatry, 

0 

jr.,Unc chortl'r;e : Only 395 , 000 bl'rre1o d1'1ly uv •. 1lnble for 
'1. tt·1"6U£Ion in reat of December in 17 Eastern etntes , ~A 
co • >~·t ort\ wl th recent consumption rnto of lf50 , 000 b~rels 
o 1\0 0 Furthor drop in suppl1eo to 331 ,000 bc1·rels daily 

'•t \ ol'tOd ror January 0 

, , · le n•ices : BLS nll- colli:Jlodity index roM 0 .4 to a ne>' 
.. 1 11 1 t 106.5 in the weel< ended Deocubel' 12. Lt>d by p •alna, 

lc CO:'! :o<ilty prices noved hl.;her 11\~t 11o u<c , \11th bullish 
: ~,!ic: tiona seen in Render con l'e r l onl' tlon . 

: 11 t >•:de : :>e.,ortment store or leo roce to Co ne>< pea:< l n 
- t c• =-ended Dece;ber 12, \l1tll coin over ye~>r-enr1ier levels 

•·1 en ln .. to 16 Percent e.s co:Jonred w1 th 10 1lercent in 
~>·ev1:>uo weel; . • 

>. t·t .ent a tore stocks o Stock a in !:aw Yol'~; Federn1 Reserve 
Jlr't'!;lcTd'echned 1n }rovember 1\nd c·nin over yecr- e,rlier 

l~velc nnrl'OHod for fourth oo~seout\ve 13ontho At the end 
Jt ·:ove,aber , stocks were 13 percent nbove the correspondln~ 
dt tc 1n 1941. The higher price level 11ou1'1 11coout\t for n 
l'lr~ of nbout 6 percent, 

- - - -

• • • 

( 
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In~ustri~l oroduction declined l eaa thnn seasonally in Noveober 

Althoue;h industrial producti on in llove111ber 1•eceded slightly 
fol' the nrot time s ince our entry into the war, t he decline •t~r ~ le~~ tlwn nenaonal. As o. consequence, the F'RB s easonally- ( 
tt1JUAt~d index or production for November ro se to a nother new 
h l ,·h a t 191 , ae compared with 1g9 in the previous month a nd 
onlY 167 in the pre-~tar month or November 1941. ( See Chart l.) 

However, the fas t pac e or induatri t• l r ctivi ty in r ecent 
,on tll~ '"'·Y be sl o1·1ed do11n , temporarily at lenot , by the exten­
c1ve ct• noel l ntion of ArmY cunltiona oontrnota reported in 
··ec .. nt ueoka . Shifts cede neceeonry by cht>.nging war require­
~Pntc, ns well as an under-eatimPtion of pl~nt capacity, have 
teen cited as the principal fnctore underlying cancellation 
ot· reduc tion of orders for various iteoe , i ncluding l arce and 
cdl Wll t unko . 

In addition to the dlal ocntiono caused by shifts 1n 
~reduction ~chedules , evidence continues to accumulate t hat 
the oonotruct1on and tooling- up phases or the 11ar effort have 
?r.eced their peak . I n connection with the oroapect i ve decline 
l n conotruotion during 19!J.3 , the Saoretnry -of Labor aa1d l 11st 
"eek thfl t the t apering- off in construction nctl.vity in the 
comlnr, year ~1ill be sufficient to releas e 1,000 ,000 men for 
othf'r lines of Horlt. Empl oyment on prl.vntely- :f'innnced con­
Atl·uotl.on ie ex'Dected to dr op to only 40 percent of the 191~2 
level , uhile empl oyment on publl.oly- fl.nnnoed const ruction 1& 
exocoted to recede to 60 'Dercent of t he 1942 level . It was 
1oi nted out that the number or men released from construction 
t·orl~ will oore than offset the numbPr of nddl.t l.onal ttorkera 
Px,octed to be required i n the shi pbuilding industry. 

Product i on of machine tools iO re?Qrted t o hnve been de­
cll.nins froo the peak reached in Octn~er, end the present out­
loo't is for lower oroductl.on l.n 1943 t httn <!.urin~ the current 
:rerr . P~rtly due to cancellotl.ona , new ordero for o"ch1n: 
t oolo in October a re said to have fallen fttr short of 'Dronuc­
tion . 

Gaooll.ne and ruel oil short qse mi\Y ntrect >rnr effort 

Althoucrh shifts l. n pr oduct i on schedules Pxe causing some 
d1oloovt1ono the ~ree.test immsdiate t hreat to the >~v.r proe;rom 
"'Dpevro to b~ the acute shortage or eDooll.ne and f uel oil in 
t he Atlnn t1o Coast area . 
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Coincident wlth the teClporo.r,y atopp88e or o.ll non- emer-
enoy c~eoline sales for A, B, ~nd C oouoona on Frida,y it 

voR rPvenled tha t only 365,000 barrels ot p;asoUne de.ti.r 
>~oul~ be available for distribution in 17 Eastern stat es in 
tho rest of December, ns compared with n recent consumpt ion 
rr te or 1~50 , 000 barrels o.a1l,y . Furthermore, the dally r a te 
rv"1lr ble durtns Janue.ry is expected to drop to 331,000 
bl\l'rolo. 

Fuel oil stocks are reported to have dropped t o perllouel,y 
lot· lcvelc under the i mpact ot unexpoctedl,y le.rc;e consw.1er 
'.~ tl'lldO nnd export requl relllents, nnd oil trade circles ore 
o. i d to be fearful of an imminent brenk-down ot the fuel oil 
rrt i ontnc ~rogrom . The fuel oil short age ia not confined to 
~hP Er ~tern states, but is a lso reported serious at many 
">Oi ntr in the Clid- \'lest . In vi e>: or the disrupting rtu:l.flcntions 
or ocute r,~soline and fuel oil ahortnges, it is obvious that 
~ro~nt r nd effective hR~dling ot the problem will be necessnr,y 
t o rvoi d 1opn1rment of the war eftort . 

Comnodit v orices continue to rise 

!-!omentum t•t~s added to the rise in prices or term and 
r ood produc ts l est week as the reol c:nnti on of Price Admi n­
l ntr~tor Henderson Vle.s inte1•pr eted ~A a maJor victor)' for t he 
f~ t·m bloc . Hembers of Congress trsl'e t•eported to be foreco s tint: 
t renolled nnd successful drive in the next sessi on to revise 
~he llr ri ty 1'ortnulc. and thereby ensure hir,hor agricultural 
'>t' ic~s . In addition to thi s lnte~t blo11 to Admi nistrati on 
ct to1•ts to contr ol farm and tood price a, new evidence e'O >eared 
or current ndvancee in retail tood cocto ond curtailed food 
oun:>lieo. 

To these various factors, prices ot strple coaoodltiee 
n~t subject to control s responded buo,ynntly. HiGher prices 
for co~modlties not subject to control cnrr ied the BkS 1ndex 
»f 9 uncontrolled com:::od1 ttes to n new perlt , to~;ether W1 th 
-he BLS index of 2<! besic co:lll:loditiea . {See Chart 2 , uoper 
section .) 

Grains led the pr1ce ndvc.noe l ost week . Cash wheat 
t•er.ched n ne>~ hi gh s i nce t he 1936-1937 petlk, and. >:as ll per­
cent hl(Sher t han c. year ago . Feed (il'01ns were al so strong . 
Oilseed prices Hare buoyed by n t•epot•t from the De9artment ot 
A..;t•lcultUl'e ind1cat1ncr a ehortar.;e o1' f ats and vecetoble oils 
1'o1• food and i ndustrial purposes in 191>3 eoti mo.t ed at 7 t o 
9 oercent of 1>ressnt requirements . Flaxseed sol d a t hi chest 
l evelo cince April, and cot tonseed oil remained at 1te ceiline . 

•• • 
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r:,_;A sold tor their h1gheot price" s ince the first vet"k 
in ;•1vo·1ber . AlthoUf:h recei!)tB are no\/ about i n nroportion 
t" tu >lieo on ferms , d eoand continuns henvy. Beg1nn1n" 11.th 
t~.e 1.e •'' ended llovember 2S, t he Depnrtment of ll(;ricultui!e 
··• L ·onu1ed its pork a nd l11rd purohnoe nro,;rrun in quanti t1eo ( 
,.,1 olvt.lcnt to the high rate or er l'ly sum.oer . 

!l!.n•; Hdn nee a i n llhol esnlc nrloeo in the ueelt ended 
Dec .:n• 1:2 fot· c;rai ne , cotton , peanuts , c.nll certai n ft•uits 
. n · vc ·a t ables lifted the BLS all-cor.unodity ;;holesnle price 
i:: ~:c to 100. 5 (1926.100), n nell h1Bh s i nce the outbrelllt or 
~· • 1 r r 1n Au..;ust 1939 · The i ndex nou otnncls 31>.0 percent 
t i.ove the level of AU{;Ust 1939 . 

Food pri ces still t•1e1ng 

~oth l:holesale and retail rood prices continue their 
1···•d l'iee be 'Ull early ln 1941. {See Clwrt 3 . ) I n explan-

: t1~~ of the l. 2 percent r1 • e 1n retn11 r ood cost£ 1n the 
.on til onded November 17. the Bureau or Labor Sts.t1s t1CS hPB 
rt: tt"~ thr t 1ncrer.nes i n the uncontrolled i tcoc of fresh 
fl'\:1 tc , vegc t nules , and f i sh amounted to 6. 6 per cent . ':'!lese 
'>roducto a lonP , a P of November 17 , ttere 21 per cent higher t lmn 
:n :.::·y of thin yenr . The r1oe cotnpl'reo 1.•l. th nn increase of 
7 . 5 ,rt•oent i n to t al food costs dur1niJ th11t neriod. 

A•.cUtional advanc es in retail food pt•ioe s ><sre d i sclosed 
o~floic.lly lest \•lee!t . Pr ice i nCI'eueeo for 21 rood iter.;s ~/ere 
r:'..,ol:eu by the OPA, t o afford relief to 1 holeoalers nnd re-
~' Llel' . I ncreases t1ere allowed on such atul)les &s rice , dry 
i.e •.• s 1 nd dri eci !'ru1ts . An increase of one cent 11 bn.lt pint 
l n t:u 1•etail ;ll·ice of 11c:;ht cre1110, th e OPA Nli ci , ·.1e.s eX"JeCtl'd 
to hult •cny abnor::mJ.• 6.1•/rrsion of l.ut terfnt fro:J c1·e::...., to 
:...·.1::er. 

Ce111nca i n dollars and centD ucre pl a ced on 411 t~es 
:.!' co:lect1c ooult:ry a t ; •holesc.le 1>rlcec _u,),tly h1.;!:er t::O.c.n 
:L~•e 1.:.J.ch hnve prevllile.! t l.ie ;et.r. ':he ne~: ::llolescle 
rtcec , acoot•dlnc; t o the OPA, nre deolbned to cncouru;;e 
ro.:.ucet·o to mee t the Deeartmcnt of " ,t·l.oultw·e ' a .>roductlo!'l 

..,o .. lc . ne tnll prices except :Cor turlceye for t l:e pre sent 
m•c ct111 under the c~111ng of the seller I e hJ. [;hest yrJ.ce 
f1•o.J Septe;ober 2S to October 2 . 

Food sueelies t1 ;lhten 

Food distt;"ibutJ.on sho~<ed no 1mprovCJlent l not ~1ee!: . The 
-'::ece~t1 v~ Secret ary of the t;ew York Stnte Food ;.:prchant s 
. ~noclntion said thnt the butter c1 tuntion no1· resepbl eo 1n 

•• • 
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nrny recpectA the sugar end coff&e 111 tun tiona Juct bAfore 
tr.oce atr.pleo uere of tici4lly rAtioned. Grocers continue 
to Uui t SilO& to customers , 11hilc hopins thnt the CPA t/111 
tc:~c l mttecUo.te steps t o add butter to t he list of rationed 
com 'odlti eo . 

Factot·y butter p>•oduct1on ln 19lo2 tht•ough October ~;as 
.3 n11t·crnt lese than in the :1'1rnt ten totontlUI. of 1941. Co l d 

~tore ;e holdinss of butter (see Ohnrt 4 , lo1~ section) have 
co,tinued to run less t han a yeo:r nco beginninG >tith the 
JUl/ 1 hol61n.:;s , and in more recent montho they ho.ve been 
lecc t •. i.n 1n 1940 . On Deceober l , they ~<et•e 70 percent be1oll 
t: c :.o1t.J.n.;s of a year earlier, Ant'. the 1o1·ect :Cor thAt date 
cl .cc 1:);;2 . 

.:ll.J: producti on (upper section oi' Clu.rt I) hac continued 
: ~ .ore thrn seo.conal decline , and for tne c:onth of ::ove:il>Pt' 
·,.~., c.; practlcelly to the level of oroduction of 19~1, l'.l ­
~hou ;!t tLrre tlere more col'S in the herdo . A dec renee of 
~bout ~ prrcent i n milk production per co~r on Deceober 1, 
~ s cor.mt>rPd Hi th a yeP.r earliel' , trno oi'tset by the greeter 
nu:nb"l' of milk oo~<s on f arms . Record feedin ' ot e;rnine and 
conc~r.trl too ~rna not aut1'1cient to ov~roome t he t>dver•e 
influence s or l pbor shorto.r;es rutd !lOl'hnps oth~r rectors , ~:hich 
ht ve r~duoed the nercentne;A of oo11e m1lked to the lo>:eot 
Decc:nb~r l i'i ·ure ·si nce 193'>. 

Sunpl1ea of other 1'oodo 1n storo.;_se have 4leo declined. 
Cold storn·;e ho1dinc;s of cheese durin!; HoveJnber drooped 
below their 1911-1 l evels for the i'irst t1me t his yeP.r . Store. :e 
:,oldln(;c or ueat on December l continued lo11cr than e. yem• 
e~rliPr, und this decline, ne heretofore , was due entirely 
to dcc1•et.ces in holdin::;a ot pot•k. C1v1l1nn su;>:>l1es or :;>orl, , 
'tee 1, lr.cb! c.nd r.lUtton have been ordered,, cut c·bout 13 percent , 
c1':'nct1vo uur1ng the first quC'.rtcr of 19·•3 · The reducti on 
n.a ordered tor the purpose of f 111ln.; exp~.nd1 r.c; wt..r r.eeC.s . 

::ew c1vi1ian quotne for r.~er.ts 

:::tvil1nns >rho are noll bein.; o.sked to restrict per crpi t " 
consumption of menta to 40 ounces u 11ee:~ , after the first of 
the yonr 11il1 be cut to 35 ounoce thl·out;h further Um1tct1ono 
on pnoker deliveries of meats for oivilil".n une . A com!'nrison 
of tho cut•t•ont nnd neH quo t ao tor pnokel' del1ver1es i s as 
foll0\19 : 

•• -
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Last~uarter Firat 9uarter 
or J. t2 oi 1 4} 

(Percen of dol1ver1aan corres­
ponding quP.rter of l9lj.l) 

70 

75 
100 

95 

70 
70 
70 
75 

I n order to relieve l ocal m~nt shortn6es, pnckers are to be 
rllo\·ed to distri bute 10 percent of thelr quo tne for the 
f1rct qunrter of 191j.3 during the lnr t 12 days of December . 

Deoartment store sales nt record levels 

\11th the customary peak 1n Ohr1stm~s buy1n<' still one 
1·eelt tll'l\Y , depertment store snlee 1n the \:eek ended Decembt-r 12 
ro"e to 1'11th1n l percent of the nll-t1me record set 1n the 
thtrd 11eek 1n December last year. J.!oreover , the gain ovE'r 
yE'r r-errl1er levels rose to 16 percent , from 10 nercent 1n 
the week ended December 5· (See Olwrt 5 .) Snles gnlns over 
t he col'l'espond1ng 11eek 1n 1941 rrnr;ed rrom 10 percent 1n the 
llw Xork , Ph1la<l.elph1a and Ch1oaao 111Gtt•1cte to ~4 pet•cent 
1n the St•n Francisco district, where onl~o 1n the 191n 1·•eek 
10ere eopeolally herd h1t ne t\ reeult of the nttnck on Pet>rl 
lirrbor. 

Although sr~es last week probably tell eometrbr t short 
or enrller expectations, due to the ndveree effects of the 
-~sollne cr1s1s on ~tutomob1le dr1v1n(; 1n the E:nstE'rn steteo, 
Dun t>nt! Brc.dstreet report that onlea roce to ll ne1· peS.:< for 
the ye~r c~d reached record-brenklnz 1'1~ret . As c. result 
ot the henvy buyi ng, retr.1l stocks 1n r·enert\1 .:ere <:P.1d to 
be down to around last year ' s levels. 

l!ew Xork department store stocks deollned 1n November 

Depnrtment store stocks 1n the lle~1 Xork Feder~.l Reserve 
D1otr1ot ( 1n dollar value) declined during llovember , Md the 
L•dJusted index of stocks tell to 131~ 1'roon 1~5 1n the previous 
1conth. The ga1n 1n stocks over yenr-enrl1or levels ~ma re­
duced fot• the fourth coneoout1ve month . By the end of 
!lovember stocks >~ere only 13 pet•cent nbove the corresPonding 
dnte ln i 91j.1 as comoo.red >11th 22 l)t>roent n t t he end of October 
~nd no leoe than S2.percent nt the end of July. Stocks of 

( 
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de'lnrtornt ctores in Ne>: York Oi ty ohowed a similar trend 
cmd nt the end of november vere only 16 perc ent above yenr­
ptrl1er levels , thus lending support to some predictions 
tlll't ~11th the conclusion of Ohriotmas trade s tocks Will be 
t'ol'll to or even belo>~ 191l-1 levels. Prloeo of typical 
~conrt;aon t otore items a t t he begl nninrs of November aver aged 
rhout 6 percent hi gh er than laot yoa r, aooordinc; t o the 
Fr.lroh1ld index . 

Indunt1•1a1 stock prices r1ee to yenr ' s hi gh 

'i'he cuetom11ry year- end rally in otook orlces , t1h1ch han 
occurl•ed in 41 out of the l as t lJJt yenrn , P.Ot)enred to be get­
tln~ un~er w~~ earlier than usual l nst 11e<k, as i ndustri al 
at ocl: o!•ioes on Thursday moved up to I' new peek f or the yeer 
on the 1\pnviest volw:~e of tradi ng reco1•ded t hus fer i n 1911-2 . 
.:t1l1 tY stocks a dvL'.nced to >~i t hin " frnotion of their high 
ror the year, ·;h1le r ailroad ehm•en, l'h1ch have been s<".gging 
recently ln leflect1on of threa tened wace increase s and r ate 
cuta, nlso strengthened . (See Chart 6. J The vol ume or yenr­
~nd tnx selling i s reported to hEve been conoider ebly l i ghter 
thnn lnet yenr , and this factor undoubt•<'l" has contribut ed 
to tho l' ecent i mprovement 1n prices. Thi~ >tlll be t h e f ir• t 
time oince 192S that the avernee of industrial stock oricee 
l'OI'Ched i t e yea r 1 e h1gh i n December. 

•• • 
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MILK PRODUCTION AND BUTTER STOCKS 
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HIGH-LIGH'!S Of TRE WAR NEWS 
( 10:00 A. M.) 

Nor th Africa 
1. Libya - Br itish contact fleeing Axis troops 225 miles 

wes t of El Agheila as Rommel's forces reach Sirte. 
2. Tunisia - french troops and U. S. fighter planes re­

captured Pichon, 50 miles inland from port of Sousse. 
Al lies atao attacked Axis Sfax Railroad yards. Con­
tinued rainy weather prevented much ground activity. 

3. Nazis r eported massing reinforcements on the French 
Mediterranean. 

Indi a 
I. 

2. 

3. 

Wavell ' s troops, unopposed, pushed along Bay of Bengal 
over 30 miles into Burma and 60 miles froa .lkyab. 
Ahead of ground forces, R.A.F. bombed Toungoo airdrose 
on r ai lroad between Rangoon and Burma Road. 
Only slight damage was done in Jap retaliatory attack 
on Calcutta, British claim. 
Japs also opened drive on China in the East. 

( Russia 
1, The Red army opened ita third great winter offensive 

on the Don front with the Germane counterattacking. 
Already astride the strategic Moscow-Roetov railroad, 
Red troops are reported bearing down on key railroad 
j unction of Millerovo. 

2. At t he same time the Russi ans continued to drive for ­
ward in the Rzhev area (the central front) and in the 
Stalingrad area. 

The Pacific Area 
1. Allies, using tanks (light General Stuarts) for the 

first time, smashed Jap pill boxes and other defenses 
which had held up ground forces for more than a 
month and drove to within 3, 000 yards of Buna mission. 

2. Jap commander reported killed. 
3. With the caoture of Buna, Gona, e.nd Cape Endaiadere, 

Buna. miBeion and Cape Sanananda remain last 2 Jap poc­
kets on New Guinea. 

Europe 
1. London - Continuing their round- the-clock raids on 

Germany and occupied fr ance, British and American 
olanes bombed Duisberg, important German inland post 
on t he Junction of the Rhine and Ruhr rivers. 

( 
I 

• . -
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2. London - American flying fortresses and liberators 
in a Sunday raid on Romilly, 70 miles east of Paris, 
were understood to have shot down at least 4& German 
figh t ers and aamaged 30 more. 

3. Explosive developments were expected to follow the 
week-ena conierence or almost every European Axis 
leader except Mussolini at Adolf Hitler's eastern 
front neaaquarters . 

- 2-
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Inrormotlon received u~ to 7 A.U. 1 ~lo~ Doc~mbor, 1942. 

160 

A 2,000 t.on ship wae sunk by H.t.t. J)Oat.royortJ in t.hc Gulf or 

K t:U".LmCt , tun1ah, on nlcht Wt.h/Llst . One of H.).l. Corvot.tea '"nk off &..lc:il:!i\ZI 

m lt)t.h rroa unknOYo-h C::IU5e but. probrbly mino. 60 tJurvivora t>lckod up. I. 23,700 

fon t.r"' na oort ln convoy to J4tDlfElUWid.i.J nn l.or~otd nort.h or OJJ...'i .:Ot.h/..lst.;.• • 

. tte )\4 ort betnc ude t.o t.ow her 1nt.o .10rt.. 

Lll:Ttl. . Indica.t.ions tMt P•mter /rlf'f¥ le Miint: grc.~.t. ottort.& t.o 

devolop croa-:.un1cat1ons throuch ·MHSU. but t.ho1·t.aao of M.r. 1a likely to ~rove 

11n obat.nclo . tt. ls boliovod that short3.go of ~1 . i. 1"\lol in LU~rA persists . 

) . AIR OPt&fiO!IS 

\'t:?ft.:rJ: fRONT. 20th . 101 U.S. fortroSOIII and Llbon~t.ors supported 

ty 16 Squ.drontl or Spit.firos were sent. t.o J..O.t.UI.Lr tUF :j.r:J.U~ Airfield n.nd nirp!!ork . 

71 ... 1rcrr-:rt. at.t.¥ck4MS Jn s;ood v1t1bUit.y dropplnt. 1.45 tone of H •• N lnc6n­

;t~,rlta. Ono hangar TSS prohlLtl.y ce&t.royed •nd MrlY hlt.a •oro s-..n on bulloiins;:s 

~.111 treratt. on t.ho g.round.. tne;qr cuualt.ies {.trovlalonU by Loabera) 45, 26, s. 

~ rorL~ueo alulna. ? Mo3Ci,uitos at.t.&cked. o~Jtet.lvea lncl\l"tlnc .-Uway coc=u­

ntc~t1ons ln Hort.h.,..at. CJJU.:Ii' . 0n4l is alanlr:&. q cnoay a1rcruft flo" over 

-t.Jtr 1\n•l c..;.&,r UlGLIA . t:ncey ean-w..ltleo 1 , nU, ~. -r.o S.~ul'Jght.ero "ore des­

troyed by F'.Y' . 190'u west of bREST . 20t.h/2lot. 259 u lrcrtl rt. ucnt out.-

dll;iRURG 232 (l.l aiooing, 1. croshod), Intrudorc 17 , lenrlotn 4, Lntl-vh1pptnc 6 . 

.l!.t. uJt~ll3URO woet.hor ttU cood a.nd atf.t.t..ck lg consldorod ~tuccentl'~lL /, ru-. enemy 

fjlrcrJt.rt. OJ)CI"'I.t.od over iO~HlRE and t.lNCOW .. HlRI'H Som• d~"N'fiO W·.iD c•usod at 

ratH~IA. 18t.h. 36 O-Gcort.ed 0 • .3 For1.reues hoot.v-! i:l:t'..;.ki 

Harbour. One lblp beU•vod a cnliser ns hit. Ot.hor u.a. ~bt'r-:- aucco:-d'ullJ 

•' t.lcktd .00~1. r U-v centre 1'lnd on 19t.h oscorUd lO:Jt.onl utt.t..c~od ... FAX n.U-

1"' ••~. - """'"" '• oil, L - ' ""'~· 
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TREASURY DEPARTMENT 

1~11 OIFI'IC IE COMMUNICATION 

DATE 

Secretary Morgenthau 
December 21, 1942 

TO 

"'o" Ferdinand Kuhn, Jr. 

Here are a few items of interest from the latest 
Intelligenoe Report (public opinion survey) of the o.w. I. 

1. Eighty-three percent of the public feel that the 
work week should be 48 hours or more; forty-seven 
percent think that over-time pay should. start after 
a forty-eight hour minlmum. ~oat of the public seem 
to be aware of the fact that the Wage-Hour law does 
not restrict war workers to a 40-hour week. 
(pages 5 and 6 of the attached report.) 

2. More than half of the American people feel that 
organized labor should be represented on the War 
Production Board. 
(page 8 of the attached report.) 

3. Lots of morale work needs to be done in communities 
near i rmy camps. Pages 12 to 15 of this report 
contain a survey that I think wi ll be of special 
interest to you and Wra. Worgentbau. 

4. Public thinking is still very fuzzy on the subject 
ot the post-war world. The isolationists are in a 
minority of only 20%, but the majority have hardly 
begun to think in concrete terms about our role in 
post-war years. 
(pages 16 and 17) 

~· • 
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A •••••rr ef l••• •tlta\le ft ,ft; ata l ra l e 
co•••¢te; fer ¢t rtt l ft t • l aff lc l a t a. 
lu .. ; fer OVI Ull \b htt ru t t f otller 
• • • • ., • • , th ...... , . .. . ,. 

n. ••rlt4 ct•er•• ,, .... , . .. ,, ...... 
weal! tf ltueh r 10 "'"' " het•\•r It, 
uc.,t v\ au tth r• h • • •u lfl ce 11t atett• ... 

EDITORIAL ATTITUDES 

&!WCF8(!U 

lid.U.orial. opt..l.lllm adjutt.ed ltetlt thlt • Hk t.o the coditild tfi!U)O ot al.Ued 

prOCJ"tlt• Tht n ... troc funJ.s1&, Runla t~.nd the Paeltle led CCiaHntator• 

t.o .art tobw a pprail&ls o! the -.r • • • lone, ~ •t.n&el• qain.at. dtt.er­

.s.o.cl1 rHO\U"e.tul advenariu. 

tbe inc:re&Hd lencth of' alli.S nwlT llnea aid Ullt neees.s1t,. or con• tn.e\­

lnl edYanc4 &lr baaea were the c..biAt ~ o!!U'td to &CCC11.11'lt. tor u. 
reduced tpeed ot ~ all1.S ot!en~b'e Jn liort.b .&.hiea. B.ca:aU. •• nt.cht. 

In:. 11 lcbtUa ottaet. oarUw weu1neu. llott. o! those anal.)ta1f1C t.ht 

tUu&Uon r64U'Clod it. at the prelude to a cloo111ve aJr duel ~tween t.ht 

eont.CI41z\c tore... The preva111nG J\Wiptnt was that the tbittd S&tlont, 

bc&\&lt ot their euperior resourep1 would ~ ablt 1n tiDe t.o brine ~ 

Msda ot \oM co.ct. oo 1Jcrt.b A.f'rlc.a eont.lml.ld w 4Ml wt.t.b .&dainl Oar~. 

Dllt.crt H-.ci t.o teel aoae obl.J.tat.t.A:In to Jut.1JY tbt -mllt&rJ u;pe41.:~C,.­

ltwolvtc11n t.ht IJ"Tt.l\tOIM!I\t. with Ute Vi.cb)-lMder. ThCY 1nsiat.td uh-.nt.11 

t.hat. 1t will prove onl,y temporary JS\ chAract.ar and pointed red.undant.l.)' to 

the btntll\.1 which ha•e accrued troo i t. 

tnter .. t. 1n Darl.an has been supert.tded, ~.,., by anxiet:J O'lflr SpUn'• 

Oeneral f'H.nc:o. !he Cene:rall.lai::ao'• spaecb \0 the 5J:aft1ah r~ nee ... 
bor 0 - w14a1J' t.ntcpreWcl .. t.ndJca\.l:lc .,., Spot.n t.nWDio to et.q ""' 

ot t.b• ..,-. 1'he At.la.nta Con.Ut.ut.ion ....,-k..:l chterlall7, •It. 11 not. 

- l -
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lititb' chat. Frt.nto ot SpaiA wil.l &bandeD tbe neut.rU poaU.i.on h11 CCNnt.r) 

bu •o ru Ml4 1A u.. •.r, d•ptt.. h1a outr54ht. •PJI"'''¥&1 ot ~e tuctat 

-nt..- ot Oo.-ern.ent. d nn. In h1a apeeeh ot a t .. 41.111 aco. • 

But. toM obterv.-1 we.re .ore apprehensive. J.ceOJ'dins 'too t.he Chr11\1&n 

Selene• .aontt.or, WTI'Ioee -.me. think thq tee 1n Oener&l Fl'&nciaco P'raneo•1 

lat.ea\ public FOnO\II'ICtMntl &stUl"aa''Ce:l t.hat Spain !a not 80inC 1.0 Ptndt 

t.he lt&da t.o lt.rlke trc:a Gibraltar at tho tlo.nk or Br-1tiah-A.Dtr-1can tore .. 

1n llorth ltrie-a o.re toollng Uleoaelvos ••• The fact b thAt Spain 11 on t.ha 

brink ot war aM Otne.ral F'ranco !a barcalning with bot.h tideo. However, 

the chanc .. or hit c0111ne 1.o tert'o!l With Britain and A.Mrica aec •Ueht..• 

!d!t.or"• ...,. dilt.W"btd, too, by Pra.neo•s assvt.ton th.u. the choice ot the 

-orld Uet bel,-...,. taaella and e~. "1he fa.ll.ae7 ot h11 &PMC:h,• 

Mld. t..be l'lu•blarch .We. Oue1.\oe, •ues l.n tbe tact Uat ~,.. are not. 

t..,, bvt at l•n t.N'•, pou!ble COW'SH ror pos~ a=-ope. • 

Caasarat.!vely Ut.t.le CCICD«lt. appe:uoed durtna the .. u on de"Yelop:tent.a 1n 

lhli•!A. Sr.lttentd ~ reebtanc:e and counterat.t.acb hue dltdptttd 

the fiOA ext.rav&aant. bo(.141a tor ~ deehive vtctory on the Met., rront. 

There •.u no QOro t.hM 1\lbdu.d, appla1Uie tor O.l'leral Lb.CArt.hW'' 1 p.t.n:. 1n 

New Guinea. n,, lt.ubbormou of Ja;:ane:re rosbt.anoe and t.ht lona dell)' 1n 

0\U" capt.uro or 0\.D\t W'ld Oona addod. to the ~llii'IOI'fa that triw.ph 1• not. 

quite around the 00l'Ml"· 'itle Ric.boond Timet Dispatch eq:reuecl t.ht P"e­

nUlna vi .. 11htn it ukech •u it. hu t.t.ken 1"rcD .,.17 J.U('l.Wt. un\.11 llid­

Deetllber tor ,. to set and \o mlntain tootitolda on rcaot..e and Udt~ 

clet'encted Aid!ic blandt. • • hOII' lone 1l'lll it t.aU u.s to rtcOYer the 

- 2-

l!lt dt't'tlo~\ o£ the ...,.k wh!ch pt"'''ed aott. h~ Lo Che ,... 

!nwrpre~• ._. the ~mw~t. t.b&t. Oeera.l Z.:S.tcler hid ,..~ed 

-Ll IC&ld.or •• chi.r ~ u.. Ge..,.. poent owt. ,. doD!nan• Jude­

cent ..., c.bac. Ulil 11\itt. lndieatea the rtui.t1c&t.1cn ot the Oenan &riO' 

and \.ho .eoltpee or the recul&J' military cazsandera. bo I\IU .. t.ed U\at. 

it. liBnltitd • ot"'nso in Oo.rmn military atrat.ea n-011 the otttN!Yt t.o 

the detenaivo. Tht Scrlppe-Howard ntwaJ»pera wan~ ao tar u to atat.e tlle.t 

11H1tltr1t IUblt.itut.ion O( a Oet~po 1yes ttl.l.n' a.a head of~~ Gtr'M.n a..., 

1n Plact ot tho JW'Ikor General Kalcler 1».¥ ~ tho betimt.nc ot t.~ tnd. • 

Lib ot.hw1, howner, U\1.1 edit.orW -.nt. on to aa,y, • Jut. it. 11 Mt• t.o 

aUt;De !nat..Md th.ac. tht ch&nte presa.tes &'YOI'l core ~ tnelll)' ..,.tue.• 

'!be preu ... •ory noa.rl,y unankaous 1n c.~ Pr•1a.t aoo...elt.' • 

lnt.trcNiion 1n the Uont£'0C*'7' w...rd aituat.itl'!. Mlrt SW.ll'f'M't co.ent. 

on this ecort ._, tdrl,y t.7Pical: "l!onteccery W.a.rd eannot "coneldertd 

a war indu.tt.ey. U the Preaident can ~\IICce:~at\lll,y mkt c.hb d«a&nd on 

l!ont.tomery \lard, ho can ake it on 4nY citizen or croup. " 

!U.mihrly , oditorl.al o)'l'lpat.hy us very auch on t.ht aide o.t the railroad 

aa.na..eeoont.a and aeatn•t the d.eta.nd; o! the railroa.d brot.horhoodl tor • 

PI\Y Til... i!OIIt. CC~n~Hnt.et.ort :t.r"l\led that. t.bl J"ailrO&dll had tu!!ertd 

:lt'YV'el,y untU the 1IIIU' broucht thee ~ted. protpe:rity and. that ~ 

tlL.,- ahol.lld ha•e an opport.un.it7 to btdld '9 nMded resenu. Tht ~ 

of tht bro't.herhood.t ..... t..ak~ u C'l oecu1on r<tr at.t&ek1Ac the • tea\hwbtlt 

- ) -
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nJ..- *1ch UM wd.w .... au c•417 .a!At..l.nld in UM l'ece ot \bot ...,. 

.uon. _,...,., ta1rl7 .IYUodl7 to lAbor ue-f <l>A• t.bo - tor 

bt.P• _,., 1IOII&ld Nne Oft.1T to .u-t.e UN publ.J.c .ON t.ban ...,. f"ha 

_ .... lD .-.1· 

!1M P<Wl.l>ol .,.._,t le'O'Olad op.tnat the cnnt!J>c ot POT w.--, to u.. 

"ailr'o&d e.plO'ft• -..3 Ulat it 1IOUl.d. han an 1Dtlat1onary ettMt. So. 

naw~pert • pl.oyect Ud• .._ reuoD.l.JlC to aupport approval o! tbe l OIIt'eriac 

ot r allroa4 ntet . 

Jn · - t.• on lAbor probl .. 1D c.a.ral, .U.tora continued to tnvelc.h 

aptut tbt 1Diqld.U..t ot Ut. Lo-hoar ..-. !bert hu bltn no cl1a1nut1on 

of t.brt ~ tor ~t. ot tht 11a,te a.n4 Hour lon t<> ha•e O'IV't.S.. pq 

""c1tl GDl7 a.her a wort ...t or 48 bour•. 

I#ITlp 14TIQ!S 

'!'IN IJIIMCb nc•\.1¥ dt>U'f'Ved b7 Q!:»«L W1lbele1na or t.M Jethwl.a.ad.. ellclted. 

• rood deal ot edJ.\orial c~t on poet.-.ar probl... xon ot the cc.~o~Dt 

praiMd the •JIMC.h bJ.cbl1 md accepted U. aa a workable Hh ... tor tM pott.-o 

war world. The l.oa.ltYillt Couriu Journal, tor exampl e, called it "• 

~ uuple ot the &DX:lou.a WU11n£ne.u ot the world•• cr .. tett 

~ract .. to •k• th.e At.l.&ntio Charter a ll•lna r...Uty.• 

J. atAorttr, howrtTer, d.11teot.IQ - cmer&lq on the CJ'OUI'Id. ~t. s:r......,. J.a. 

pWial &n"f.nC•-""• could £t.ner be rNt.orecs. Att&ckt on thit tpt.lleh and 

CD JlrUe IUnJ..-t.r Cbwcb.W•e &.Uertioo \bat t.ha Brit.!.eb • ),1l.nl woald be 

..._,....,.1111 bl.-e beeD 10 llb&rp u to -.te ac.e e~tatart t ar t ..S.ou 

- ~ -

dtsstM\on betwoon ~ and her allies. !be new torlc ?lzlee tll.mcd that 

•aq at......,.. \.0 d.lct.at.e \c'1u to our al.l1es inl.._d ot t.o 01:1r en.S.• lt 

suro t.o be •.t.t'-cie.t•t-in(.• Nnertheleu, the dteeuston ot poe\..4ar 

probltl!l8' 1'1&1, Cor the !irtt. t.iae1 been couched \n concret4 t. .... and 1D 

rcard t.o fairly •Ptl01!,.1e: pl"'poe.&la: . 

POPULA R REACTIONS 

THC IK!Rt 1/fCt ~NO OVCRT/HC P~Y 

r:cwt;.por ac114t.1on tor :I:'M1'Ic!=en1. of the Waee and !lour Law 11 r.rl.ected 

in tl w1¢esproad popular bello! that the wcokl.y ho~.~rs or lAbor thould be 

lentthontd !OT worlcer::~ 1n war industries. Ei£bty .. t.hru per cant. ot '-h• 

public fMl \hat. tho 1tOt'k wHk ._\could be~ hctuN or IDOl'tJ b7 por e•t. 

tM.nlt that. oYert.i.M p..,. ahould 1-w.rt. Cl'l}Jr ..rt.e:r a U~OW" A.l.nS... 

In tho l&u.er p.ll'1. ot ::ovcber 1 the 8'.D"eao or Jntell.t£tnee a.uct • 

national IM.PU t.hrM ctuatiMS eoneemir.c the world.tlc hot:ll't ot ..,. plant. 

OQ? lo.'f .. St 

A.BOV!' f.I(Jf/ t~:;y KO\IR$ A m:Y., ON 'Mil! AVER..OE, 
DO YOU THDIK r.o!tKI'llS Dllt\R DI!>1JSTRIE5 ARE 
AC1'UAU..Y \\'ORXD!O llO'i? 

lla:f I.'Atrt IIOIJRS A '.fESK, DJCLtmJl'IO J.LL OVI:m'D!I, 
DO YOU TIID:K r,OIU(lll$ n; OAR Dl!>liSTRIES SIIOUID 
PVr Dl7 

M:D !10:: &:N:t IIOL'P.S A Vfi'.;D:. DO YOO THn:x 'D<XERS 
Dl !1/Jt D:Our.RrES SliOUP fVi' m B!l'M& ,rET 
or: ma. !U = o~ll.'ll? 

- s-
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Cl'aettr L8 ~ ••••••••• La-· ............. . 
L9 \.0 S9 h01.trt ••••••• \ 
60 hourt or ltOt't •••••• 

Jlo oYtr1..1M ~ •••••••• 
,ot a tetr\&inable ••••• 

29$ 
23 l 
lh)Sl 

9 l 

20 

A.eeordit\1: to U'lt !Jurtau ot J.a.~r StAUtt.ics, t~e concept "'War 1nd.Utiry"'b 

t.oo elutic !or"" in t.ht cooatruction of sta•.-i1tict l"UP"Qt.lnr t:1e o.ct.\!al 

• ork Wttlc. Tht B. L.S . reports, hOtrevor, that. in Septo:\'Jtl' tht tVOl'tot;\.~ 

• orl< wee!( in tll n.a.nufaot.urine induet.ri.e.t was 42 .L houraJ t n Ute durable 

coodt tnduotrtu, \.he av•N&• work week was W..6 • 

the •happrehtntlan \htt. Ute Mat;t: aM Sour Law reet.rtct.t wu • orto:tra 

~hour wtekJ noN ~ h.alt o! the people 1nt4rvi....:t belieYtd t.hl.t. 

.... 
=en ln ur 1nd1&ttr1u ,.,.. •o~ h8 boors a WM:k: or nore. h~D~rs • .,... 

ROM! prone t.haA other people to bold ti".e T1 .. \.h&t. U\4 •pl07Ht or •ar 

'hn u are llai t.ed t.o Lo hourt. 

- 6 -

IM'ft ett.illlt.t• ot \be act.ul ·~ .... are cCII:J)&IWl wtu. ttt.i.uWt or what. 

the work 1IMk OUr(b\. to be, it apPN.ra that. JO per cent or u. peuc beo­

Ue'f'lld toM\. • ortren ... ,.. prt.Un£ 1n •• -roo bcl&ln u u., al'lcNld and LO 

per eent tel\ \hat. • ortc.era were JNi.t.ine in t -.r bow-a Uw! u.y tbouldJ 

onl,y tl.x per cent. upn .. ed t.he Yin that. tbt actual worfic ... lie ta lont:tr 

than it ou(ht to be, 111h.lle 21. per c.at. were wiUl.out 0!)1n1on.:~ on uua acore. 

About. a quart.tr or the whole sample oupported tht proviaiOI'\ or tht !'(~ 4nd 

Hour Law that ovort.i.M pet.)' s hould btctn a!t.er f•O houri. Sllrht-11 110,.. thAn 

halt of t.ht tJMple dtt1rod a loneer work wock before U!oft cOMMCMtnt. or 

overt.t.nt P'o¥, t.he bulk of t.hue people oenterlne en 48 hou.rt • e the "roper 

d1v1d1n& point.. In ackUt.ion, J.,l, per cent said that. no overt.t• thov.ld be 

paid at au . 

P".etet.ton ot toM Lo.-bour prorlalon or the Va.,;e and Hour Ln •• ..ott. ~ 

la.r, naturall71 N11C1"15 ne.nu&lworiera, 1 .. .st popWar •on.r. !amen. ~ 

UloOr\C MINIIl • orke.n, howenr, a ttall third felt that. cw.rU.u P'4:1 lhov.ld 

bee;in et. LIS hOW's. h.mtrt were 110re prone tl'.an other f!roupl \0 ••:t that 

tlttre ehould be no ovtrtille et. all o.r tMt 1 t should btclft 01'1~" .rwr • 

wol"k -.ek or 60 houra or mon. 

AFlplrentJ,y • ttnee nt u.reency about t.he war haa it!pelled t.ht e:tntNl fl'lb­

Uc t o t.htnk in '"'~"~~~ ot a lllninwn •t~rk woQ)c: of Lid hours. And contlt.ltrebb: 

reattt.ane-e hu developed to tM principle of overtiMe PlY tMttort \.lila •1n­

b:ua haa bMn ott. 'lbe t.pact. upon "W&C• scalea of a audden chAnl"' In t.ht 

Wap and Hou.r Ln U peri'I.Apt tnad,.quat.e.Q- •pproeciat.ed . 

- 7 -
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lJ:Idwt.ri .. tbe bov1 ot labor ..,.. Ua1. \.ed oal.J b,y tb• &Yail&bW t7 ot l"Q 

•t.ertah, ueb:l.Der7' &r.s p]A.nt r.cUJ.t1ei J 1n .,., s:huu at prochtot.lon. 

110rkert .,.. elr.a4,:r pvtt.lne 1n .,,... t.b&n 48 houn a week. 1bt pu.bUc l'loMd1 

t.o be WOf'INCl t.b&t workert th.uel••• &f'e not. Pl"ia&ril.7 raepondblt tor U!t 

lenatn or t.ht work nek and that. revte1on ot the •age and KO\Iil' Llw would aean 

a out 1n their .. rninga without. ntotuarilJ' 1-noreuin.g the -.elcl¥ hour• o! 

l&bcr. 

Willi R!ft($CITA TIC. 1M Til£ ~~~ 

Jl>,.m~ •"""""toe! with a ..u natJ.onal MIOple in I.a ... llo.- l.ndi· 

e&\41 tb&t. h&lt or t.he ~In peoplA tatl t.h&t ortanif.ed. labor ebolll4 be 

reprenn~ on Ute war Proct\IICt.ion &oard1 

U IOU I'IIOB4l!LY 1!1!011, THI WAR PRODUCTION BOARD 
IS A OOVE&\lmlf AOEI>lCI Ill CllmlE or ALL 1W! 1'110-
DUC!ION lH Tilts COOimii. DO I OU T!!Il!X !HERS 
SIIOCJU) Bl H!Ht!SI!IUT IVIS or ,_1<11 LlBOR 011 
T11IS IIOI.P.Dt 

Yea .. 
DcG' t Jcoo., 

S2S 
.lO 
1.8 

"""--foiU't.h• ot thos. llb.o 'll&ll~ l.a'oor t.o be repNt«tt.ed telt t.hat u . thollld 

have •• auch t.o MY •• CW\I,CeMnt.. 'rbllt people coaprlsocl )8 per cent. or Uta 
e:nt.lrt auple. 

.&n e!!OI"t •.u OA4e t.o diae~ whT J>tOplt ttlt. u the,y d:.14 about thit h­

""· their re.aJIOQ.M:s were cartr-.au, &lal.,ntd 1.n tbe Ucbt. or WorMt.ion 

tb.,. pft about tb-.sel.Yu &od '..be •1ewpo1At. ~ ~u.S on J"'elat.ed -~ 
tere. .l ..U.v u..,pU 1IU queat.iooe4 1n"-'s1nl.7. 

-a -

u. wu tourd we. ecne people telt. •• W.,. d.ld out. or a r.entr&l MI\M of 

fair pl..lcf. ,...., '!:1-eUcvod that all tf'0'4Ii' deMnt ropres~"\t.at.lon on ao 1Jt.. 

por-t.a.nt. & Ooverrnent. aceney a, ~. Out "Oif. people's v1~nt.e A9J)Nred 

to be oven 11ore atron~ t.nnuenctd b)' th,... other tlctorst (1) thdr 

gonorAl "t.Utude t.oward. lAborJ (2) U\tlr ooc~pat.1onJ and (J) wrl.on. •Mbtr. 

•hiP• 

r.an,:r people CYident}Jr nake lltt.le effort. t4 'lflli~ the Nrit.s of \he lptCi­

flC 11ave of l.G~r repro:.4tnta~on on the-m. hir optnim b b&Hd, 

rt.t.har, on t,ht:ir tenel'al •tt1t.\lda \411l0rd O,.,..."llUd l&l;lor . !be N;~:ple WU 

.ukod. a quonton which 1.n the put. haa bMn tovnd to be • u.seM indtJC. 

t.o pr~ or anti- labor feelinc: "Do )'CN think t..'le Oovernoo.nt.'• a\.Ut.ude 

t.q:,1u"d lt'oor unions is too strict, about r Sr.ht, or not. strict enoueM" 

or those who a·to.t.ed 
that tJ'Mt Governcent •a 
at.U t lde t..cM'a:rd 
~~ unions is: 

Too strict. 
A.bo~t rl.tht. 
t:ot •t.rlct enou..ett 

Thit porcentar.e 
!aYQJ'$1 labor 

ropresenta:J.011 oo ':JP3 

76$ 
60 
~s 

Cccupu1on d1o plays an t=.por t.ant. part in det.omtnins ~le ' • a t.t.it.\IC!tt 

toward !'hint labor a voice on t he WP3, rorty .. tour per cent of \.ht 

oxecut.1vu i n the sample, •tid )l3 per Cfl\t. of t.ht r•mera, wo~ opposed to 

- 1 contrast. only 21 per cent. £Hnt.lnc l&l;)or repMIUnt.atlcn on \he .. n,. n • 

or lht induatrtal workers telt t.bat labor al\oUld not be repreHftt.ec! 

- 9 -
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0r111 t.en per cent. or \M Won ..aben in the a.e.a,lt felt that. lAbor eholtld. 

not. bo rtprtMnt4d on tho Goud . ttd.rty- tour pe.r cont ot Wle non-u:nlon 

•embers .. r. or thh opinion. 

To ttt. addit.ienal in.d.£ht. lnt.o tho •ore extt'Grle viewpoint-a, inten:d•o 

lnteni.-s were conducted •Uh )) e.en in the aaAa.pr1&l UOUP and 2b lAibor 

leaden. Onl)< Uareo or the )) execvt..!Yu telt. t.h&t. Ubor ahoo.J.l.d ~"' an 

~W •ole.• with man.a.giQtnt. on the W•r Production 'loAnS. Seven !'elt t.h11t. 

labor'• votce tlhO'IIld bo heard, but. only in an &IJvitory capacity. \""Went.y 

ftl~ that. labor should not. bt etven ttzrr repro,.nt.at.1cn whAtever. 

1.t01t. ot tM buline.!sten C.ock u. PQ$1Uon that. t.ho nana~t. or produc:t.ion 

-a• U.1.r own pN""~t.ho and upreuod anrlet.y obou~ labor's ~ 

poftr. J. n'ZIIber uint.l.ined th.t. labor l.Ndera have no nana,eertal abUit..7 

anct do not coopeNtre well wit.h m•na.Rement.. The rollOW1ne remarks, by a 

Sa-n P'l"Anohco businoserv..n, •re fairly t.yplca11 

The lAbor lea.don ovon'helaincl,y took tho J)O&Sit.i«< t.Nt lAbor deaervtd 

equal Nprt3ent.&t.ion wit-h butin .. a on t.h4t tin. UofO' or those intuvitwerl 

.. ,... bltto beuuao 1-tbor bu boon dented adequat-e rtpreMnt.at.ioo tor to 

lq. And t.he7 at lt&tt. c••• ~ ~slon thAt. ~would not. be ,.u.­

thd ~ b7 eere "token" rtPrtHnt..at1on
1 carrytnJ; M Nd roaponslb1lit7 

or po!fer. 

- lO -

Tht7 !Ml that work..-., •• a , ... u.U or t.M1r pre.cUcal U))Orierx:e , c:an 

eont.ribUtt t.o tJve SOlUtion or production problema ancl dNtt'VO a place in 

t.U pOlicy~ atruct.~ ot m'3. The follOWing tt.&t.ement by a llilltent 

, .. York l»or leader it tTPiealt 

•~ want.e IIOt"e parUc1ptt.1Cift in ~ to plAn \AI work. 
Labor want.a to puUeiJ)&t.o ln. U. ad'IMCf or CO"rnao:ot. at. 
Lh1a t~. It w:ant.a t.o aceept. rupm.a1b1U tr and not. Jt1.1 t 
be t.ole.rat.ecl by b\Liineu. Laber bellen• OW" part.lcipu.ton 
in plann.J.ne and poUcy -.king w1U 1ncr .. " ~tlon. 
Labor teole that. it can often see hOI!' to coordJ.tt.at.t the <lit­
te~t. J)l'oets.sea in mAnu.hcturinc bet.ter t.Mn an en~nee.r 
can, because they &N t.heanlvea doina the work.,. 

WWt do not bell••• 1n e&lt.1nc: the cr.&n&cert &tide, We beUne 
t.hat it 111.ll take the ~ork or all t.o win tbt war. • 

Fid\ltltlon &td tmo.lfd&e or t.hl W&r Productica loud appeu to aart. Ut.tl.e 

1nnu•nee on people'• YiiW'pOinta on Labor repr .. ent.a\.ion. People ..,.. 

pven the namu or Hand.erton, Nellon an! Je!ttrt and.,atkt<l to identity the 

head ot WPB. OntT b7 per c.nt. could do ao eorr.ctJ..y, and laM o! th• 

aq 1'1&.,:. ,a .. M4 t.bt ri(ht anlftr, the opi.niont ot \he people 1'ho did not 

lcMit' that. Ktlaon U t.hl hMd ot I'PB .. ,.. e<m,-p&I'Od. wlt.b \be op1n10ftal or 

t.bot4l w1'lo cl14. l'hUe, u a1Ft. be ~tAd., the -cion It. ~ &mft" 

reprcSinc repruent.&tion .. ,.. hi.&her a.aona U. toJWr crouP• U. J"&t.lo ot 

•ret" t.o "nd' an.-.rs ... about t.ht t&JM uong both croup~. Amon8 the 

rtl&Uvely well ectucat.d. people in the tuq)le and the ltt.a • •11 .ctucat.ed, 

t.oo, the ratio of approval t.o cUuppronl or the: icLoa or l&bor repreae.nt.a­

Uon wu aboot. the .-. 

Unlike ac.e labor leacs.rt Mid u:ecuti'f'es, the ee.na:rel publ1e, wtdle·tAnd.iftc 

• t.o ta¥01" labor repruent.atJ.on on WPB, doet not tetl l't.I'OI'\&lJ' aboUt. 1M 

-u-
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qu..UcnJ t.bt LHU4 1a not. at. proea.ent • Un one . ~t tt h. thould ••tr 
coae t.o a hMd, liMN t~ .uceest. t.hl.t. the 41v1tion or opWon N.cflt 

bot Jilt\. ebout 'liNt. it. h ""Wed here. For it. does no\. appur t.o nat.t.e:r 

cr-t.l.7 wbt\Mr ptOple are lnfomed or W'11ntomed •*t t.h11 q_uuuon. 

hlr opinion 1a Ukel.7 to be det.emined by their t.OMral anit•td• toward. 

la~, Vletr occur-t.toMl at.aws, and their att1Uat.Lon or non-atl'lliat\ on 

with a union. 

DEVELOPING SITU/\ T IONS 

Anll;1 e~tl have cnat.ed :u~riou.5 prd:lltu tor COIW"'Ut\lt.Let 1" which t.l!e7 

ba-ve bMn .. wlial'led. ':hey M-.. br ou.gbt. abnvt. sudden L.ncrea"• Ln populA­

UCI'I, t.ocfUier • Uh a d.bn~p:.icn ot nomal COMUnit.7 ute. Cl•v-acca M-ve 

d~loped bt"""n \he Nf"l.l,&r reslden~ and t.ho Mn Ln wd.to"'. 

b • •an• or • tud.'rine the iQract. ot An:1;7 canpa upon nea~ cca:NnLt.Lot, 

t.he Sl&reau or I'n~lligenc-e, in cooperat.lon wU.h the Speo1al 3trrlct :Jraneh 

or the """• 1\la rtoeent.ly conduet.od exploratory surveya in thr.t nediurt to 

lar~•hect AM'l,Y C&lllpt near t.olma ot 10,000 to 2S, OOO popul.At.ion, CIW'IIp 

cCiftll'\.ll\1 t,y pN)\)ltMa •ere known t.o ex:Lst, t!'loul!h tho'tJ 'IMZ'O not. cono1dored 

except..Lonally cri tical, 1n the localities seleet.ecl. ':"huo qr-. 1 

F6J"WWt.tn1ll.e, tf . c . 
IIAtUes~, lti.n. 
Colu11bus ) 
EdlnbiU'ft ) 
I'Mtlklln ) Ird. 
India. "lApolla) 

- 12-

,..,.c.W't'1lle, wU.h • lone .U.:, c.p t.ndJ.Ucn, UMd t.o r.reant •nplu ~ 

aen- u rittr&tt. 'lt\ia att.l\ud• per.t.at..d when •lect.M.t ca.. t.o ron 

eroa 1n larp ..-.. 1n Ullo. 

aa•u .. lNrc, haY!nc prot"tt.oct bJ tho ~t)' or c..., S!lolbf 1n u.o w• 
wu, ~ to M•• it. reopened 1n 19LO, before Aatrica wu acW&ll:f at 

war. 

1M IncU&I\I t.ownl had no exper-ience with or det1rt tor an Anq cup. , Oarp 

Att.erbury wu a rt&l war C&IIIP, ope.ntd i o tho ataner ot 191.2. 

t n each c•p, over 820,00V,OOO wu tptnt on con.tt.rvction within a r .. aont.h•. 

The 1\ldden L.nllu:x or eonat.ructlcn wortcers, .,..,. cU!fertttt.iala and Wen 

a-ct.lvit.itl pJ"'Mipit.awd hoatllit.y and auspiclcn. A..tt.r the C&tiPf wtrt cc::n­

plet.ed, new eplo,Mnt. oppo:rt.wllt.lea opened:. ~lO)IIoill'lt. ....nt.bed, dOM ... 

t.l.C help becMe 1ca.rc1 &nd. becU1 pa1d. jobe fttlt. Main&. 

~ at.ot-u and reaC..\lr&n~l ot t-lte t.c::.!UII wre ~laed. lkwcc:nert, 

open.tne b\LaL.n .. M• .. tor the dura\.1on• , appe.ared and cau.Hd db£Nnt.~t. 

a.q local bu.dMt.,..n by t.hlr unort.bodoll:: b\llinett prut.1cu. C1-v111Ma 

aecuud thll merc.hant.a ot h1Jc1n& pricu; IOl.dJ..er• c<IIJ)la1Md ot • tw~prLoe 

eyat.e. wbiqh tletctd atn 1n unHom. 

Hw•lna and t.Nnaport.atJ.o.n rto1UUes ••.rt bad.l,y overt.ued in all ot U\e 

Coau.nit.iee. ~t.l alqTocbt.ed, and ••t.abllahecl tena.nta • .,.. cUaplA.ctd., 

1n aa. 1ne·t.anc•a, by MWC~rs. Inad8C1.U&t.l bus 8iOd. rallw~ taclllti .. 

brouc:tat. aol41en and wwn.~-pt-CJPl.• 1nt.o cloot: and ww::..toruble conL4tt.. 

C<nruot.a O'ftl' j'urlacllcUon aroM beur.en ec.n an4 a1.Uury poUce. 

- 1J-
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!M •W~ noUca ot t.ht aoldiv u pro.fii&a te and lOOM 1a aoru, 

hu - N._tbU tor .ch ot lbo hootillty .., U.O pan ot olrtUano. 

In t.bt ...U•r ccaran1t.lea, IOlditra and rlce u. eonaideNI! I'J'DOIO&ou. 

Proet.U.~on.ton bu bvpCIIr*f -.hUe at.t..-.pt.t to control ·~ 4.1 ...... M .. 

cant.rtbot.ed to t.be ech.l.& between enlist.eli Mn and i<-nl.tolJ(J ~lactic 

•t.aUON ha" bMn ti'J)IC1al.l.7 productive ot 111 r .. ltnc, Iince the7 coo.­

lt.Uut. a 'l'iolat.lon ot t.r.,Uttooal ret1ce~• and ..,.. a alarinc public 

8YIIbol ot U!e worat tl\at the eoldier IMAM to aaaU town o1Y111an1 • 

AU ot t.he c.~'WU.ti" •tucU.ecS, w1\b the exception ot Ind1anlpoU•, bliM<t 

the aol4J.er• tor an ·~ inc:r-..,. 1n dri.nk1..nB and dNnkenMu, Db., 

and j\l.kt Jcd.nt.e, elot ucb.inu md thoot.ina pllerl•• nourlehed 11'1. the 

c.&llp c:.c.~1 t.l.,, tbe toldJ.en t.brcQeed to thea., 1lh1l.e tM t.c:lw'ne'P"Ple ec.­

pl..&.ln«l t.hu. \heir to,_,. pl.aee_, ot -=--nt ,..... CI"CMded tnct no1q anct 

UM.t. dtcat. tolt hid \o •t..¥ n m-. 

ill U..... ot tho ._ ~ bod c~dorablo ,_,.. ot • ._... "-· 

Their Pl"eMnct t<ld.ed NCJ.al tA:nsi.ona to tM ~r cliltlwl.U••· Jfor.l 

trtctJ.on bet.wHn ..tlit.e and Nt'"""" Mn in ·-• • 
,... - >OI.&.u.Otw • &a aac:r'*va\.ed b)' the 

local PNCtlo•• or HIJ"&*tlon and clbc-'-• ........ ..,. 
~-&1114.-w.. To the Necro.•, the 

nearty t.OIInl otttred &!.ott not.hi.na 1n the -.y or recreation or relaxation. 

-11.-

ort:onlsod ottort.o 10 bft4co U.0 61P bo- oaldloro ANI dolll.t.no _ ;oar­

Ucul.&.rl7 thoH W ertaten lo' 'tbl DSO - t-..a.,. not. t.tru. tar an w1 t.b lllldl 

r$:Ctll 1n the cc.~un1Uet 1mut.1,pt«t. 3etore lt.1 .ct.ul a~ on 

the l oeal acene, t.ht hO hu n~l7 been tht object. of neu"M clr1.,..1 

tor lunda, Later, hann:r, U. hu pined, in •on plaeu, ~ \llarlbpbtd 

anieoaU7 due to 1t.e operatinc Mt.hod.s and to iu •O'p!Mt ot • •U p&td, 

but aCIIIItlata Wctleu, pertom~ ncNited tra out ot town, who have 

tailtd t.IJ ... u . t cc..\ll\it.)'-4'1d.t 1\rpport or to r.~ould their actlvltltt to 

lllttt. titht l' t.ht Chart.etAr or tht COIIni\W.t.)' or the Mtda or tht IMJ\, 

Dttticult.bt oannot. t aU t.o &riM wMn larl't boditt of ntn in u,'\1(01'1:1 Art 

.uddenl.7 pl&etd upon toM door a tepa ol ca:a'ltU. t1N unr••dlla.r w1 th t.hM and 

~ to ... t. thtir n..S.. BI.Jt. t.he" d.l!ficult.itl can bt ~t~tllONt.td 

'07 \he enc~nt. ot '1a:PlUwlt.1e rol.Aticn1 bttwMn tCIIIIft a:d oap. 

Soldie:rt tntem.ft'ld. in all ot the c.t:::pt; M9 H elM:' t.J\U Ul4l)' d .. lred 

CCI\W.Ct &niS o~onthi.p wUh the ci-ri.l.l&n.l 1n W ccm\11\lUu nMr .t\\~ 

th.,- ,.N l ooat td . Ott d'u.t7, tM7 ott.e."lw&nt to &•t ••111 tn:. ! t.UOI'­

• oldJ.•N• to M t t ohiUant &nd to have • cat tc~blanet of noi'WAl aooial 

1nttroovM 4 Tht pi'Obl.ta ot c--.anl ~P rel.at.lcn• rnol.,.., 11'0\H'Id t.hl 

ttt.&bl1ttwltnt. ot th.i t t ort of tritndly auociatlon btct.W'It n ch1l1&n1 and 

t oldt t l't wUhtn tht lJ.at.tt ot t he t <Mn '• abi l1tJ••· 

.lnt-U an OM plq ., ot tootlvo part in proao>inl tlllo . ... , ot 1'1-londll• 

11011 II)' fl'firc 01YlllMO 0 NMO ot tl\oir rooponoiblll~ .-1'<1 1Jlo A"" 

..,. !'he )robl• Mn Mt\ bt apprroa.chtd thrw#l l ocal tttort.l and. i MU­

t.UUCftl, lJliU&U " JNt t o .. ti"Cft Uat cCI'Il\1\ltrtweu. n a~tt. H 

OOI'rlod '"' 11r -· ot u.o •-W>l~. tttort. -• bo dll'oo...S tonn1 

- l$-
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•JdrC c. Y1.11an.t ncoort•• the~ the t:n111t.ecl Mn, thou.ch • t.Nneera, ..,.. 

l.hoeCIHh' .. ae!>ert or l'M.llle.a an4 c~t.iN akin to t.hoM with Whieb U\.e 

war hu b~' \.'wa tnt.o ttl'folunt.uy coot..ct. 

Mt{R/9 Arp Till fOST • !I!R 11111lD 

\ncr1cans h~ tor a world in •llldl tho)< and the-ir ehild.Nn n&y l1ve f'rtt 

!rcn tht~ thl"'N\. of w.sr. .9ut. thO)' hAve scarcely betun t.o t.hink ~d1tt.1e,llJ' 

abo11t. how thit f.Otl lfttly be a.e!'l1oved . 

'lhen Uked hgw a bet. t.u world oie,ht be brought into boinc, to per cent. or 
• Ml.lon.o.l. tii!IJ)le could o!Cer no eugcest.ions. ~ 2S per C.tl'lt. c&de aue­

teat.iona or • polh.1eal or «onocdc nature. ,.ople•a vtewt 1bout. Ute poet..o 

•ar •orld u. HldCil'l. e:ryn•llit«< or held wttb re&l convlct.ion. 

There 11 • £tntnl re&Uut.icn U'>At. iaola.Uaolm no lon.cu tf"llll t eeu.rtc,. 

rewv \blh 20 ptr «n\ or the klerlcu peopl!l appear c.o brt tlnalT oppoetd 

t.o the prlMiplt or int.ema\.lmal collabor3uon. 1be 1t-Ol.atJ.on1ttt an 

P~oaln&nt.lJ P"Plt 1'1\.b reh'..inl:J lCJif ineoae and educauon ancS reta ... 

tivel.)r llaJ.tAd CCII\\oi.Ct..a, 

The Viewa of the J)tople Who favor ac:r.. de(i:l"te ot u. s . part t c1ptt.1M 1n 

world &ltt1n tall into t.hree broad elasaea. One ~OU.P ot people beU evu 

in t'l.lll pol1t1cal cooperation with ot her na tJ.ona. A eecond aroup va,sue~, 

but. pot.enUall.T, .,.pat.Muc: to colla'boration, ure-•• eiMplT t.Mt t.h-e l.lnit.d 

St&t41e "be tritndl7" With oU~r na~ona. A t.h1.rd. croup, includinc a m=btr 

recent.J..r holatJ.a'\bt, •1.nta the L"N.t«i St.t.te t.o dc.inat4 \he poet-'ll'ar 

world. 

- 16 -

Ftople'• tear• Af'PMJ' t.o be tM u-eate..st. Qb~~ll to \.ht beU•t t.t..at. PMe• 

un be ~c.a!Md \hr'ou"' lntemad.cnal cooperation. IsolAt.tord• 1t rr.. 

q-.Mn1J.r r-eUWd to niat.run ot Eq:la:d anrS Ru.da a.n&S c.o Mlliet.ltt •*t. 

\hi eccnc-ic eonMqtJencea or elose tiu witb ~r natJ.cne. A wndti'IC7 LO 

~r111t.e U\e tnport.ance of AJ:erlea•s eont.rlbot.ton to t.he United Nttione • 

nr effor t alto appeara t.o be uaoc:iat.ec:l wU.h laolaUcni•. 

The belief t.hat. America ahould join a ca:preheMlve orean.hat.ion of n.at.lont 

is altO typically part Ot a Cluat.er of opini ons, ThOJO who ho..o t hil view 

t.end t.o have ccnt1dence in America ' s alliea:, to be hopetul About. tilt ecc>­

nCIII'llc t'ut.ure, 'and t.o take a tairl,y realitt.ie f.pproach t.o wu iuuee. 'l'tlt 

people •oat. awa.rt of the di!tic:ult pr oblECIS inYolvtd in •iMlnc bot.h the 

war 1nc1 t.bt pe.aee art eost w1l.l1nc to endor-H the idea ot 1nt..e..,._;J.onltl 

eoU.bo~tJ.on. 

('lbtM t1ndiftl't nmariae a s:pee.!&l tnt.elll~ JP,eport., 
.... n.ca and the Pott.-4far ~orld, bsued Deca.btr 16, and 
n a.U..able to aut.horiud i.ndiYichale on ~.JUt..) 

• • • 

- 17 -
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Edwcrd 
Stett1n1ue: 

HMJr: 

G: 

HliJr: 

S: 

f!li.Jr: 

S: 

HHJr: 

S: 

llMJr: 

S: 

f!li.Jr: 

S: 

IIMJr: 

S: 

BMJr: 

S: 

HHJr: 

S: 

HHJr: 

• 

Hello'· Henry. 

Hello, Edward. 

How are you, a1rf 

I'• 1'1ne. 

Glad to hear from )'OU. 

December 22, 19~2 
10:16 a. •· 

163 

You and Oscar Cox ha•e been calling me. I 
don't know whe ther you'•e talked to eaoh 
other - wbether 1t1 e about the ease th1ng or 
not . · 

Well, now are you - are you in townf 

I'm right here. I - I got 1n at one o' clock 
th1e morning !rom Atlanta. 

When can I see you privately tor t1ve minutest 

Any time, how'e that? When do you vent to eee 
me - except • ••• 

Well, that'll be wonderful. In an hour troca 
now? 

Tba t would be 11:15' 

Yeah. 

That would be perfect. 

In your o!t1oet 

In ay ott1ce . Tuere 1ll be nobody under the 
table, no d1ctaphonea or anything. 

Thank you, Henr)'. 

How' a that? 

Right, old boy. 

Thank you • 

•• • 
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BRITISH OOWR POOITION 

Present: ~sa Kistler 
Krs . Klotz 

December 22, 1942 
11:40 a .m. 

16-1 

H.M.JR: Mr. Stettinius called on me and eaid 
be had to see me alone. 

He told me that aa a result of the Vice President 
calling on JimD~T Qyrnea, JUiny Qyrnea told the Vice 
President be had taken bold of a hot potato b7 forming 
this eubcammittee to diecuse the financial neede o! 
the Britieb Empire, and ae a reeult o! which tbe7 
should put the Budget in control of the thing. Tbe7 
suggested Wayne Co7 for chairman o! the committee. 

Evidently Stettiniue thought I would fly off the 
handle, but it wae of no consequence, as far ae I am 
concerned. 

Theo be was nr1 anxious that be and I should go 
and see Kr. Hull and tr7 to get this thing settled. 
I said I would not do it unless the Vice President was 
also there, because there was no use in discussing the 
thing unless the Vice President was there. 

Stattiniue ie very much upset because be bas to 
testify on January 11 for additional funds. 

So I called up Dean Acheson in order to trr to 
bring him back into the picture and to tr7 to get rid 
o! .t. • .t. . Barle . I uked him whether be would call up 
Kr. Hull and arrange a aeeting for tomorrow morning 
between eleven and hehe, at which would be present 
Stettiniua, the Vice President, and Harry ibite and 
111yeelf. 

~· -
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Then the part that bothered me waa thia. He aaid, 
"Before I came over here I talked to Kr. Ecker about 
the South African t hing. • He aaid, "I asked Harry White, 
of whom I am very fond, for figures on the South African 
financial situation as of November 11, and to date we 
have never had an answer.• This ia Stettinius talking­
trying to throw the whole blame back on "hi te ' s ehop. 

So I aaid, -well, after all, you could have taken 
the position we won't give &01 goode to South Africa -
and I gather they have given the forty-five .million, .• • 
lend- leaae - until we do hear from the Treasury. But 
{OU did not do that. You juat went ahead." I said, 
Granted that if what you aay ia true, that -lU te should 

have furnished these figures t o you promptly, the fact 
still raains that you went ahead and did a lot of 
busineaa." 

His answer waa, "Well, South Afri oa is sort of a 
part of the whole British Hnpire, and we can't diatin­
gui sh between them." 

J.!ISS KISTLER: That is that old, fund.amental 
question. 

I think that when be aaid on November 11 they had 
aaked Harry White for figures and had not yet re:eived 
them: One, what Kr. Ecker asked for waa a atudy on 
South ltrica, which is today being mimeographed. I was 
to do it and waa tied up. 

It haa been a long time, but I told Kr. Ecker -
I bad the figures gathered a !ong tble ago - that I 
could give him by telephone the hlablighta and the 
figuree of what they held, and wha£ the picture looked 
like, without the analysis and all the supporting data. 

Finally, after being bothered four or five times, 
and with the delay, I d1 d give--

B.K.JR: Who was bothered? 
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).!ISS KISTLI!R: I was. Mr . Eckel' kept calling ae 
and asking for these things, and he has had those 
figure s fe r at least two weeks. He could have had th«m 
immediately when he asked if all he had wanted had been 
the figures, I mean, what they wanted was a study, ycu 
see. 

H.M. JR: What I think you had better do i s this. 
I know how those things - six months f r am now they will 
say, "We never would have ginn a dollar if Harry White 
had given the figures . • 

So you tell Harry White he bad better write a 
letter - he ahould write the letter to Stettiniua, 
telling them just what happened, because I can see 
that Stettinius is trying to look for a goat. 

KISS KISTLER: To the extent he has, it is my 
fault, 

H.M.JR: If you have given the figures--

KISS KISTLER: I mean if the project had been 
done promptly, he would not be able to cane in today 
and--

H.l.!.JR: What you are te!llng me is that he has 
had the figur es for over two weeks. I would spell it 
out with the greatest of detail and let Kra. Klotz have 
a copy for my diary. These things coae up two yearE 
fram now, and you can't for the life of ycu remember. 

The other thing is that I have asked for this 
meeting between eleve.n and twelve tomorrow, at which 
time I want White to go with me. I hope to have a 
little time before that. I have got to be brought up 
to date by White. If possible, he should let me have 
a little aeaorandum tonight - just a thumbnail eketch 
of what the aituation is on the British Empire and 
Canada, and should we say at this tlme that they should 
atop doing any more lend- lease to South Africa. 
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For instance, he gave ae an example. England asked 
for two million Turkish t owels. He said it was some 
kind of an obligation that they bed. He ' eaidl ~Let tham 
have thtm . • I said, "If they hen got a· bill on ciollare 
in gold, in Alllerican dmare, they could have bought 
their own Turkish towels.• He eaid that ~e situation 
was such they could not turn the down. But there are 
things like that which they might very well pay cash for . 

MISS KISTLER: There was the. t memorand~m we prepared 
for .~e meeting. Do you want more than that? We did 
cover the Empire. 

B.K.JR: What you hen got to do between now anci 
tomorrow morning - you and Kr. White - is to give me 
~is kim of a memorandum. This is what I want: 
England, their dollar balancee, in lump eum, and don't 
try to explain it . You could begin to taper off on 
non-milita~ itaae. Than South Africa, balance eo much­
no reason that they should not pay entire cash; then 
Canada so much, We could begin to taper off on non­
milita~ itaae . 

KISS KISTLER: Country by country and an expression 
ot opinion? 

H.K.JR: Yea. The fact that Cairo is loaded up 
with a lot of sterling and does not know what to do 
with it - I don' t think that is our concern . 

Do you agree with me? 

l.!ISS KISTlER: Yea. 

H.V. JR: The fact ~at they have got a lot of 
sterling, that is just too bad. But ae I listened to 
these ieople, I just wondered if maybe we hedn' t been 
a litt e bit slow, -.ybe, on advising tbaa to shut off 
on thie thing. I think we are a little bit to blame. 
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.IIISS KISTLER: I do, too. 

H . ~!.JR: I think White and 10u are a little bit 
to blame for not bringing tbia to mJ attention • 

. lliSS KISTLER: Yes, tba t 1e qui te posai ble . We 
ma1 be. 

H .~.JR: I like 70ur attitude, anywa7, 

Tell lbite, and he will have a chance to see me 
thi a afternoon . 

There waa one other thing that Stettiniua said, 
that he had had a telef~~e conversation with Hopkins. 
He could no t even see · • He told him what bad 
happened, but that he, Stettiniua, looked to the 
Treasury to tell biJII when the balances were too 
great and that he was relying on us to advise him. 

So Hopkins aaid, "If that is the case" - you see 
what the7 are going to do, and that ia they are going 
to go up on the Bill and aay, "That ia the Treasury' s 
reaponai bill t1; they did not say anything." 

.IIISS KISTLER: We nre not aggreaaive eno~. 
Kr. White, as early aa June and July, t xpreaaed 
opinione to Ecker and questioned l end-lease to South 
Africa whan it waa brought up. 

H.~ . JR: He had better get into thia whole thing. 

But I .~ould just aee what is going to happen. 
They will aa1, ":Well, :l.!r. llorgen thau 1a tile chief 
fiscal officer. " 

MISS KISTLEK: Of course the unfortunat e aspect 
ia that we ever got into that relief thing. Some of 
this flows from - you remember when Mr. Keynes was 
here last alllllller and he wanted f ive hundred dollars 
in cash from Lend-Lease appropriation - he wanted a 
six-hundred-dollar ki t ty. 
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H.M. JR: Six hundred aillion? 

IU:)S KIS'l'UR: Yea. 

(The Secretary held a telephone conversation 
wi th Mr. Oscar Cox, aa follows:) 

169 
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Opere tor.: 

IIMJr: 

Oscar 
Cox: 

IOIJr: 

C: 

IIICJr: 

C: 

IOIJr: 

C: 

HNJr: 

C: 

O: 

HIIJr: 

0: 

Hello. 

Kr. Cox. 

Oaoar' 

How are 7ou, air' 

I'• tine. 

I wanted to t ell JOU two thlnga atter that 
meeting on FridaJ. 

Yeah. 

One waa that apparentl7 B.E.W. got worried 
about 1t, and ha•e auggeated that ¥&Jn• Co7 
head up an Intergovernmental Committee ••• • 

Yeah. 
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•••. merely aa an impartial chairman, with the 
idea in •1nd that on epeoit1o problema like 
the dollar balance thing 1t JOU vere good 
enough, rou'd be the ohliraan, and eo forth. 

Yeah. 

SeoondlJ, I think StettiDlue 1a Yery disturbed 
about the thlng lUte the South Atrican buainen 
and thought he ought to take the bull by the 
home and aak J OU 1t f OU woul.dn' t bead up a 
group tor that, ao he 11 probably be in touch 
With Jou 1t he hasn't already. 

Be haa. 

Good. 
Well, ae a reeult or hie being here, I'•e ae~ed 
Dean Aobeeon •.•• 

Yeah. 

-
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•••. and haYe done 1t •err adY11edlJ, to aek­
tell Mr. Bull that I'd YerJ IIUOb like to call 
on hie to~rrow with W&llaoe and with Btett1n1ue 
and Barr7 White and -raelt. 

Good. 

Between eleYen and twel•e t oeorrow. 

Well, that'• tine. 

And get it on that leYel, 

Oh, I think J OU' re •err w1ee. 

Seet 

Yeah. 

llhat eleet 

The onl7 o ther thing waa tb1a eorewball idea 
I dropped J OU a note abou\ on the queet1on ot 
111n t1ng gold oo1n. ' 

For minting gold oo1nt 

Yeah. 

I don 1 t tb1Dit we oan. 

Well, I ahould think aoee' bright lawrera oould 
probabl7 t1gure out a W&J t or J OU to do 11:. 

Well, I auppoee the anewer 11 I abould aak JOU 
then. 

lo • .•• 

(Laugha) 

I uld • •1 - I would 1&1 Randolph .... no, wo 
Paul ought to be up to tba t one .... 

(Laugha) 

•. •• beoeuee l'•· ··· 
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You don 1 t think that 1 a too dlt!1olll t tor 
Randolpht 

llo , ai r! 
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Well , :rou know we oan get quite a tow llore up 
1n Canada 1t we want • • • • 

I know, but :rou1Ye got to look forward to the 
future thing on th1a thing, vbere the European 
people think a hell ot a lot ot the Aller1can 
dollar , :rou know, and 1t1 a an educational •••• 

Yeah, :rou're going - :rou ' re going to let the 
people on the - ia the Blue Danube or the Volga 
R1Yer ba•e gold ooina and •••• 

Well , no • .•• 

••.• T.V.A. but :rou 1re not going to let the 
U.S. A. tellowa baYe tball. 

No, I 'll- I'll with lfitb9row on that. 

You are w1 th Witherow on th1a. 

Well, but I t hink Wben :rou get to the reoocupa­
tion ot plaoea like Ital:r or France, Aller1oan 
gold p1ecea vill bave certain atrateg1e advan­
tage• not onl7 preaentl:r but in the future. 

Well , with Wbat1 e lett beb1nd 1n the Treaeur:r , 
we'll eee what we can do •••• 

All right, friend. 

•• • • with :rour aerewball ideaa. 

Right. 

Have :rou already got an opini on written on 
thief 

Ko , but we etart ott on the ourioue premiee that 
an;rth1ng can be done it :rou knov how. 

Where'd :rou learn tbatt 
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0: Learned 1t fro• )'OU. 

Hl!Jr: Olt&T. 

0: Right. 

HMJr: -~81 - grade •A•. 
C: Ri ght. (Laughe) Goo db)' e. 

• ... • 
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H.W. JR: You might tell Harry White about that 
last thing, whether we can coin f ive-dollar gold 
pieces. 
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That is that, and you have your work out out for 
you for thie afternoon . You people have t o go out on 
the end of a limb now and sar - I can just see how 
thi e thing ia aheping up. Hopkins is real ly re­
sponsible; Stettinius is . They have all made a mistake. 
They wi l l say, ~ell, Worgentbau ebould have told us . " 

All right . 
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Opera tor: 

RMJr: 

Dean 
Aohuon: 

HliJr: 
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!DIJr: 

A: 

RMJr: 

A: 

I!IIJr: 

A: 

HlCJr: 

A: 

HMJr: 

Hello. 

Hr. Aoheaon. 

Hello. 

Yea, Henry. 

Dean •. • • 

Good morning. 

December 22, 19~2 
11:}0 ..... 
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Good 11orn1n~. Ed Stattin1ua ia here wi th me 
now, and we ve been talklng things over, and 
ba 1 a 11ada the auggeation --and which I agree 
that be - be - we think that he and I and 
WUlaoa and yourself ahould aae Mr. Hull 
t ollla- row on this bualneu and t r y to gat thla 
thing straightened out , baoauaa he'a saying 
that hla bearinge atart on the lltb or January -
hello? 

Yea. 

How wbat '"e'd 111te you to do i a t o aee 1t you 
can 't arrange a meeting t or Mr. Hull, which 
be would call, say, be tween eleven and twelve 
to11orrow

1 
because I - I can't do i t earlier 

because ·~ going to the Whi te Houae. 

Ub huh. 

Hellot 

Yea , between eleven and twelve. 

Ed Stattiniua lays great atreaa on the pr ompt­
neea or thia •ee t 1ng, you aeet 

Yea. Do you want to deci de anything at thll, 
beoauaa Ilm - I don't tbinlt Mr. Bull wil l know 
very 11uch about it. 

Well, no, the point ia aim •• - the point 1a 
alllply thla: how ahould we orooeed in our 
relatlonahlp oppoai te the Brl tlab Ealpire. 
Tbat'e the question. 
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Yea, yeah. 

I mean ahould we, t or inetanoe, out - cut down on 
Lend-Lease to Great Britain? Should we atcp doing 
any thing with South Atrioat 

Yeah. 

Those are the two i mminent th1nga. 

Yea, air. 

Hellot 

Nov I'm ready to eay that I think that right nov 
the Engliab - Great Britain aeema - dolla r position 
aeema t o be more than ample, and I think that 
ever7thlng should be exuined very ceretul17 betore -
aa to vhetber they couldn 't bU7 acme ot th1 a atutt 
vi th oaeh. 

Yes , I haven't had a •.•. 

And another thing •.•• 

•••• good l ook at all the flgurea, including ..•• 

Wbatt 

One ot the thlnga I think ve ought to go into very 
carefully ia their s terling obligatione. 

Yea , well, what Ed reall~ vanu 1e to have th1a 
aaeting and then vhat ha d llka i a to have - and 
Mr. Hull ea7a 1Jll right, 70u tellova go cut and 
vork th1a out and come back. 1 But tb1a would 
r eally b e a - a oom'!ll ttee ot - or the principal a 
rather than or a aub-aub- eubcoaait t ee. 

Yea. 

You aee t 

Yea. I should think that •••• 

And alec it would bring Wallace into the picture; 
Wallace has been over t o eee Jimmy B7rnee about 
thla- I don't know vhy; and - but it would put it 
on a level vblcb I think the importance oalle tor. 

Yea. 
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And I - I can- Stettiniue il eitting here 
opposite me. He'a worried, and I think he baa 
a right t o be worried beoauae be'a got to 
taoe the Congreae on the 11th ot Januar7. 

Yea. Nov there'd be 70u and •••• 

Stettinlue. 

•.•• Stettiniua and Wallace and Mr. Hull. 

Ye~. and 7oureelt. 

All right. 

And you can eay I called 7ou up and I'm doing 
lt - and I'm doing thle thing advlaedly 
through you because I want to bring you back 
into the picture. 

All right, Henry, I •••. 

I mean I - I mean tb1a ian't Just an accident 
that I'm calling you. 

(Laughe) 

And Stettinius teela the aama way that I do, 
because •.• . 

!'in e. 

•. •• he aaye you ' re hie man over there. 

All right, I think I cen get beck into it. 

And I told h1m that I thought tlu. t 7ou were "'¥ 
man teo, but •.•. 

(Laughs) I'll be both your men. 

But that vas the l dea that you were supposed to 
look attar ue, and ae long a• you looked after 
ua the State Department bad very little trouble 
with me. 

Yeah, you - you were behaving very well tor 
quite •.•• 

•• • 
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I waa behaving •.•• 

•.•• a long time. 
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I waa behaving very well - I mean - and just 
think of all the leee beadaohee th1y had while 
you looked aft er me. 

(Laughe) 

So you can tell that to Mr. Hull •.•• 

(Laughe) Well , I don' t - I think I'll ek1p 
that part of 1 t. 

And I - I'll br ing Whi t e With me , because I 
have t o s omebody tha t knowa the t igureo. 

Yea. All right, tine. 

Okay? 

I'll try to fix it up • 

Try to make it between eleven and twelve tomor­
r ow. Tell him t h1e 1a really urgent. 

Yea. 

He can aee one leee ambaaeador. 

(Laughe) All right, Heney. 
up right away. 

I'll - I ' ll r1x it 

And - and I included the Viae Preeldent, di d It 

Yee. Should - doea he know about 1 t t 

No, beoauee thie juet happened aor oea t he table 
right now between ..•• 

Yee. 

There ' a juet Stett1n1ue and I e1tt1ng here , and­
and - and we decided we tnousht thle wa~ the way 
t o do 1 t, and the urgency 1a Stettlni ue teat1-
moey. 

Y A gh r1 I'll apelllt to llr. Hull now. ea. ll ri t, ne. 
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I 

But wait • •• (talke aaide: What?) He eaye the 
urgency ie the t eet imony aeking tor new runds. 

'he. 

Bee' And be eaye be thinlte it - wha~ he eald vu -
earlier - that it he1 

• going t o do thle there 111 
be a lot ot oabllng back and t orth, and the whole ~· 
questi on cosee in at th11 tiae, is thle a good • 1 
time to tell England, •You' re go1 ng to ha'fe to 
pay caeb tor something• and 10 torth, and do we 
want t o ehut South Atrica ott !rom Lend-Leaeef 

Yea. 

I mean 1t'e - thie ie hi gh policy atutr and 
there'• no commit t ee with a tellov like Coe 
si t ting at the head ot it should even oone1der 
thie stutr . 

Yeah. 

It's Just damn noneenae. I mean it ' s damn 
noneenee. 

I - I think i t ie. I think 7ou - 7ou rellove 
he'fe got to deoide it ;roureel•ee. 

Sure, we got to decide it, and then ve got to 
make up our llind, end in the rlnal enal7als the 
Co~~~~ander-1n-Chiet'e got to 117 •rea• or •no• 
&Jl1W8J'. 

Yea. 

But Mr. Hutl ought to get in on it nov. 

AlJ.. right. I v111 try to get thie meeting called 
about eleven-thirty tomorrow. 

Right, and I expect to see you there and not a 
fellow Who's abou t five- t oo t- two. 
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A: ( Laugh~) All right , 10u won ' t aee b1a. 

IIMJr: All right. 

A: (Laugha) 

RMJ r : Thank 1 • 

A: GoodbJe. 
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TREASURY DEPARTMENT 

INTER OFFICE CONNUNICATION 

DATa December 22 , 1942 

TO Secretary Mor genthau 

llr . ,.hite 

1 . As 01' the close of liovember 1942 , British Elnpire 
countr ie s (excluding Canada) hPld >;1.8 billion of 150ld and 
4o1lura , a s follows: 

(111ll1ona) 

u.s. 

.. 
• • 

Un1 ted !Ungdom .............. . 
Sou tb Atrica . ........ ...... .. . 
Sri ti sh India ........ ....... . 
New Zealand • .• ••..•••..•••••• 
Australia ................... . 

~ 9~0 
590 
275 

25 
10 

In a udition , the above countrie s hold an a~gre0ate of n~re 

tnan ; 0 million of private dollar balwlces in the United States. 

On the basis of information available , wo estimate that the 
uold and U.s. dollar hol dinss of l3r1t1eh Jimpi :•e co ntrl6s 
(excluding Canada ) will increase a further '200 ml1lion by 
· arch 31, 1~4; . 

2 . On tho assumptioo. t hat the ll:mpi • e (excluding Canada) 
ls to bo considered as a unit . 

Aggregate holdin,;s of ~1.8 b1J.lion ure llkely to ; rove eo­
barraasing . c ertainly they Shoul. not bo allowed to rise any 
.'li..,her and ser lou a consideration should be .,1vcn to the advisa­
ollit; or reducing it . 

~ . On the a s sumptior. t hat the me:~;bors of the Briti sh l:::n91 l"e 
ere to be treated st~para tely : 

a . The United Kingdom. 

U. K. now has !>Old on d do.llnr balances of more than 
1930 million and her ho?d 1n15a are increasi~ ~t the 
rato of ap pr oxima tel y l ?O million a :rtont h . I· be.lleve 
t hut Cono r ess will be reluctant t o permit a..,propria­
tlona to be used to incrcaso t hose holdin.,s much beyond 
t heir present level . 

• 
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Division of Monetary 
He search 
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The British Treasury olalms that her 
sterling liabilities ars moun ting rapidly and 
that for this reason, even though her go l d and 
dollar assets nre lncreasine;, her net posi t ion 
l.s not improving. 

It is true tho t Britain ' a s tarllng liabili­
ties will doubtless operate to r educe her foreign 
exchange acqui si tiona after t.1e war , but \ .O do not 
believe that this is sufficient jus tlfication to 
continue to permit En¢land to accumulate gold and 
dollars at the rate of several hundred million 
dollars a year beyond the current level . 

b . Union o1' So'-l th Africa. 

Sout h Ai'rica now has bout .j6oo million -­
practically. all in gold. Sl.e is accumulating 1t 
at the rate of ~0 t:1illion n !JM th . Ir the c.b­
uouc~ of over,.helri.al 'l..! . 1C l ltic , considerations , it 
seems to us that lend-leaeo asaistance to South 
Africa would be e.<tremely difi"icult to Justify in 
view of her abill ty to pa) for what she buys. 

c . British India. 

India has about $275 million of ;;old. 

Political considerations may preclude any 
other policy than that boi"6 pursued at the present . 
Otherwise reexamination of the present policy is in 
order 1n view o1' the amount o! 0 old held by Bri ti3!1 

India. 

d . New Zealand and Australia . 

The gold and dollar e xchanse assets of these 
countries are ver~ small in comparison to other 
Empi re countries. But , as i n the case of South 
Africa and India, if the decision is to consider 
the Emnire countries separately , thei_r dollar 
exchange posi t 1on 9nd onr policy with respect to 
them should be reexamined. 
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4. canada. 

D1v1eion of )!onetsry 
Research 
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· canada ' s ho l dings of gold and u.s. doll ars have in­
or .,o.sed steadily since the "beginning of 1942 and now amount to 
about ,;oo million . In the absence of any reversal of u.s. 
Government policy, the prospects are for a continued increase, 

In view of the fact that the Cmadian Government • • holdill&S 
of gold and U. S. dollars are now as high as they were at the out­
break of •ar, >Je think it is time to consider the adv1Sab111t;; 
of levelling off these holdil1i;>S and main ta1nin0 them at their 
current levels . In accordance with Dr. currie 's understanding , 
I am making arr8.06ement to discuss his su..,0 es t1on w1 th Canadian 
authorities , 

5· Other Countries . 

Lend- L.,ase aid is nOll' being briO ted to more than a 
score o!' countries . Meny o!' these have substantial gold and 
dollar balanc ea . The data we have on most o1 chem are incomplete. 
I think thut the procedure shoul c1 be that before any country is 
gi ven lend-lease aid, that we here should contact the Treasury 
Department or that particular countr-y with a view to gett ing a 
complete picture of the country ' s foreign exchange assets and 
balance of payment s, as we do in t .e case o1' the United Kingdom 
and Canada, 'lbe appropr i ate o1'ficiala here would then have before 
tnem tho information necessary to make policy decisi ons. 

If you will authorize this procedure , I wi l l proceed forth­
with , 
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HHJr: 

Operator: 

HHJr: 

Su111ner 
'1/ellu: 

!DIJr: 

\1: 

!DIJr: 

HMJr: 

'A: 

HHJr: 

'A: 

Rl!Jr: 

'1: 

BMJr: 

W: 

HliJr: 

\1; 

HliJr: 

Hello. 

Mr. \llellee. 

Hello. 

Hello. 

Su1111er? 

Yea, Benrr. 

Good afternoon. 

Bow are rout 

I'm tine. And r out 

Good, all r i ght. 

Deoembtr 22, 1942 
3 :21 p.a. 

-

Sumner, Mrs. Morgenthau had a letter rro111 
Mre. de Sola Pool .. . • 

Oh, rea, I know her. 

..•• about the chi •• - I t hink the r e 's 700 
children or the Youth AliJ&h i n Tehran that 
the7 1 re tr7ing to get into Pales t ine. 

184 

I know all about that oaee, Henrr. I've been 
working on it tor two montha. 

Kight. 
The d1f't1culty there ia that the Prime Mlnieter 
or I raq • ••• 

Yee. 
•. • • has not ret been will ing, notwithstanding 
repeated Bri tish repreeentRtione and very 
strong representati ons troll ua t o per111it thoee 
children to go through. 

Yee. 
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HI4Jr: 

'rl: 

HMJr: 

'1 : 

HMJr: 

'il: 

IIMJr: 

W: 

HHJr: 

W: 

HMJr: 

W: 

l!ll.1r: 

W: 

HMJr: 

\1: 
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At one time the British said that the7'd ar­
range to hAve them aent by plane, but 
apparently they ha ven ' t bean able to get the 
plane •.•. 

Yea. 

•.•. and ve are nov working on the propoaition 
with the idea ot getting an arrangement made 
eo that they wouldn't etay more than twent7-
t our !lours. 

I n •••• 

I n Iraq ••.• 

In Iraq. 

•.•• on the way through. 

They said something about having a eealed train 
or something. 

Yeah. 

Did Kre. Roosevelt apeak t o you about it, because 
my vite too~ it up with Kre. Roosevelt. 

No t that I- no, she hasn't - not with me directly, 
no. 

I eee. 

Well, this tiret oeme to my a ttenti on about -
oh, eaeil7 two months ago, and I 've been working 
on it ever aince. 

Well would 1t be a l ot o! trouble i! 70u wrote 
me a 1 little note and that Hra . kor gentbeu could 
say that ebe ' a - that you're working on t his? 

I'd be delighted to, Henry. 

Would you do thatt 

Yea, be glad to. 

• 
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And then oould ahe ehow that to these peoplet 

Surely. 

Well, that would help a lot, and that would 
allow your 1ntereet 1n the matter . 

All r i ght, Henr1, I'll be glad to eend 1t to 
you th1e afternoon. 

Thank J OU eo much. 

Not a b1t. GoodbJe. 

GoodbJe. 
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TELEGRAM 
~C:lAL IUSI~ RATD 

,. .... t 5 

Dtc. 22, 1942 

Tjt PRE& I ouT: r i. •J 
StEW DOWN MoNDAY A'TlRIOOI TO ATLANTA HAD 8UPP£R WITH IALTER 
JoiEI VERY IUCCl88,UL PAITY lOT 8ACK TO IA8HIIQTOI Oil A.M. 
THIS IIOUIN~II. HAVIIQ LUICH WITH Boe 0oUGHTON TODAY. lOOICIIQ 
FORWARD TO -.JIIQ YOU I£DI1:80AY MORNIIQ. 

lk1av. 

CoPY TO MI H KLOTZ. 

• 

~· • 
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DEC 1 21942 

IJ d•r haa\or: 

flail wlll aclmowledle wt\ll appreolaUoa 

rour letter of DIIJJber 17. 1,_,, la .. loll poa 

eet 011t tile 111lalaUn llletory of tile •• _. 

1eat to eeotloa 7'10 (d) of tile lateraal a ..... 
Oode ...Se -, eeo\1011 Ill of \lie llenne Act ot 

·~'· 
Yo• ladloate tllat tile pupo11 of tllat 

uend•at wu \o pr11ern, la tile eue of ao­

.. lrl .. oorponttoaa. for all e:r0111 proft\e 

\u \uUle rear• tile ltUe perlld ee\dlleUcl 

for ~ flret tuable rear elldl .. lT 1~1 

aader t.ppl .... t 1 ae orlll .. llJ eeao,ed, 

flllle tile ..,.,a,1o&T are •'111 11 , .. ta,ln 

v 
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ton. U 11 111 uder.\udl .. \11&\ \laq •111 

tabody ,.._ parpoae ud leatala't•• lat..t. 

u you deaortbe .-. •Uil wlalola 'late pro­

'!'laioa of \lae 19'12 1e\ waa pueed. 

llMerely rwn • 

... , ....... •. .n. 
S.Ore\ary of ,._, treaaary. 

HoDOI'dle IaUer f. Geoqe. 
Ual'ed Ita'•• leaate. 
tulltaatoa. D. o. 

CU:blr 
12-22-142 
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To: llr. Uo rg en thau 

From: Randolph Paul 

G«HIIItAL COUNM:L.. 
T1itLUURY DCrA.RT'NCHT 

WA&HINOTOH 

IJ(CI21942 

On Oct ober 9, 1942, on the floor of the Senate, 

Senator Barkley strongly criticized the section which be­

came section 512 of the Revenue Act of 1942. The grounds 

194 

of his criticism were that the language as it was eventually 

enacted into law enabled the Joint Committee on Internal 

Revenue Taxation and the chief of ita staff, with the ap­

proval of the chairman or vice chairman of the Committee, 

to circumvent the head of a department by securing informa­

tion directly from a subordinate board, bureau, or agency. 

Senator Barkley introduced an amendment (88 Cong. Rec. 

D.I . 8268) that would have required the Commit tee or its 

chief of staff to secure the information from the bead of 

the Department or independent establishment, agency, or 

inatrum.entali ty concerned. The amendment .was defeated 

after debate by a v~te of 74 to 10. 

Attached are pages (commencing on page 8268) of the 

Congressional Record showing the proceedings , debate, and 

if vote , 

Attachme.nt 

( 

• • • 
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CONGRESSIONAL RECORD-SENATE 8267 

'n1t PAISIDINO OPPIC'ER. Tbt Bt:n· 
ator will Jttt.e 1~. 

Mr. TAn. Aft undertt.and, a voLa of 
''tea'" ll a ·~ 1.0 keep the commiU.et 
ammdment. In the bUI, and treeae t.bt 
IOClli•MCW'I'-J t.axea. 

Tho PI\DllDINO OPPICBR. 'lbal II --· '11:211 cwt 1fD1 call t.be roU. 
Tho Chld Cle1< -eel 10 eoll 1bo 

roiL 
Mr. R.aD (wbaa hll aa.me .... ealltd) •• 

I baft annenJ paJr wU.b \be trDSor leD·· 
a~or from H., York Ult. W.t.ea~U), OD 
Lhta tOtt I U'anlfer Ulla& pUr to \be Jwdor 
&en.ai.Or from New Ham~ IW't. 
TOllY I , and wUl vote, I tote "'Jtt..'" 

Nr. 'I'HOKAS or Utah <whtn hla name 
Wll called). I have a s:el\eraJ palt w1th 
Lht ttnlor Senator from New BamP&hirt 
[Mr. U.LDOul. I tranarert.b.at.patr 10 tbo 
aenlor 8tnator from Rhode Island fNr, 
0 11ol, W'bo I am Informed, U preeent._ 
would'f'Ot.e'"D&Y." t vote"oa,y.'" 

Tbt roll call ••• cooeluded.. 
Mr. RADCLIPPE. Tho- 8eD&IOt 

from KA11WXJ la.tr. Tnnla~J ta UD&· 

vo6d&bll allltnt.. Wue be prewn~o hJI .... _... ......... 
Mr. 8TRD. ""' ...,_.. lbo omlor 

Seoa\Of from V\rllfiJa lKt. Oua:l b cfe. 
Woed from Ule 6maie on aceou.nt ot 
IU,_, Were be J>:rdtD& be wukl YOt4! ._ .• 

Mr. BILL. 1 announce that Lhe Sen• 
ator from Delaware lM.r. K'CGSUI tJ ab~ 
tent. from the Senate becawe or SUneta. 

The Betlat.or rrom Plorlda IMr. Alf .. 
DUWil, the Senator from IdahO IM:r. 
CL.uuc:J, tho Stn.t.t.or trom Rbocte lllt.nd 
fMr. Olnlfl. the Senator from Oeora1a 
f llr. R011au.J, the Stnator from New 
JtrteJ U4r. Saunuu:J, and tbe Stnator 
from New York IM.r. W~J are J'loe!CH· 

MJ1ll'll>oODL 
I am adYIItd &bal., If pre:sm.t and ........ 

lal. the &rca tor r.rom Bbode I.Jl&ad r11.r. 
OUDrl, UM: &oa&or ttcm New Jtnc7 
lib. SluntiUI, and the StoaLOr trcaa 
Ntw Yorll: ntr. WAGliU.l WOUld .OU ..,.,.,. 

lit. M~ARY. 'lbe eeaaton rrcm 
New HtmPihl.re (Mr. BuPGU and Y:r. 
TollY) are nece.~artly abient. 'nltlr 
pair• h.llve betn umounced. Both een­
aton would vote ••yta." U preaent 

The re~ul t- wu a.nnounctd-)'ea.t &0, 
nan II, u toUOWt: 

a.ak:btfo4 ..,_ . .,. .... -...... ...... ---

.,.......... 
~- ~ - ......... a.... ::c-" 
.,...... -== nt\ ,._,OWl. T-.... ...... 
___ ..._ 

- 'v""'!::...-._ M--· ... - ..... 
MUliliD """''" - ...., .. 01)1.AI•t Wlloey 
()'M;dO.tf W'W'-
RackUife 

l'fAft--1& 

::a. ~. u .... 
~ Oltla. W•ltarm 

NOT V01'1NG-11 
,. ... ,..... OftQ "'*" 
~~Wallo H\IPfe '!WI .... 
Ck.. ::::_ ,....... 

ac. t.bt COIIIUDittee ~1. ftt _ ... 
llr. DAHAKIR. atr. Prtltdtnl. a par. 

U..mm\ai'J'IDIIWt7. 
Tbt PRZ8IDINO OPPfCIR. Tht 

8tDa'-Or WW IUW lL 
Nt. DANAHER. Ia U,. bW now opta 

LO fUJ'tbtr amendment? 
Tht PRE8IDINo omcm. Thtrt 

rtma.lnl to be adtd upon a eommllLtt 
ame.r,~ctment -bleb wu paa&Cd ovtr at tht 
AQUYl of l.he Senator t't'Om Ott(l<)n. 
1111 amtnd.otenL ap))8J'1' on paae SU. 

Mt. DANAHER. I detlte io o#tr -.r­
amendmtnt wbtn the biU ll opm to rur. • 
lher amtndmtnt. 

1bt PR£81DJNO OPPICZR.. The 
Clft't wUJ •tate tbe comm.tttft amtn<l· 
meat oa. '*P m 
llr. MCNARY. Yr. Preaideat.. \be 

UlltDdmm&.W'M rftd b7 the ckft; abortb­
afltr lbe IUoc:beoa boor. 1 ""'' an 
a.&ntDCI.awa.t pmdiiJa" t.o lbt oommtuee 
amecctmtnL. AeUGo on lt wu ddtrrtcl 
b«aUN Gl l.bt a'-toct of I.WO &tt'la*l 
who hlod lllntl.a!' ammd:mt'nta. 1: do not 
&blot I\ ta aec.eaa:ry to read aaatn the 
~miUN ame.odment or the amt.tld· j 
men~ otrtrtd bJ me. bUt. ot ~UI'IIt, 1 havt 
no obJectlon. nor d(l 1: dulre to make a 
furtbu atat.e:me:nt. Jn view of the fritndly 
attitUde ot the Senator In eharre of t.ht 
bUI t.011,•ard DU' amenc:lme:nt. 

Ur. 0101\0& Kr. Prttl4~t. 1 ha_.. 
not had ao opport.Utdt:J to aw.d,J \bt 
amtDdmtnt. oft'ert'd b7 the Senator from 
Ottwoa. Wt. I t.hiDt that &be amtn41ntnt 
~ "" to ttmbtr a bent'ftt creattr 
lb&D UM bt:Deftll: ll\"tn to Olbu df'Pkt.­
able ..U.. 

Nt. McNARY. lr4t. Pn:ll4erl.l,. lD IDJ 
~t 1: dtab"e Lo baft DO adYU• 
\qt. 1: mttelJ want tlmbn' raou.rea to 
bl OD a parltJ Of fQualltJ wt&h oUMt 
natural rtt0\11'CU. U U'le Bmator wm 
1\l&Celt an7 amendment or lmpro'l't• 
mt.nt, 1 ahall be alad to aeceptlt. anct let 
It be worked out tn conrore.nce. I re­
peat. I d.o noL want tor tlmbt.t rtAOuroet 
anJthlnr but s-rlty With t.he other rt• 
eoure.a whleh are •peclft.ed ln the bUl • 

Mr. OIOROE. I t.htnt ~ amtnd• 
mtnt We Senator hU ctn.rkd troul4 rtvt 
UmbU an t4Yao\a,f:e over otbtt dtl>l«• 
able~ • 

Mr. McNARY. I 6oft0l t.hlnt 10. 
Ill. OIORO&. l haft no& bad Um• 

\0 cbertk IL 
Wt. McNARY. I m&1 tlate \bat 1 

WOI.lJcl '* eon,...,.,.Kl,. haYC OI!Cftd the 
amendment In audl a fu!don. TM 
Stftltor: or coune:. wtn pt_tfonn hiA. dul)' 
and Ia conftnnet re.moYt tbt adnnte.et, 
u It uttw. 

Nr. OIOROB. J abaU be ttad to let 
the amtnctment 10 to conference ror the 
purpOH or uc~tns whethe.r or not 
ti'WI amtndment would alve Umber a.n 
adftnt.qe ovu otht.r depltt.ablt "'"" 
IOU.I'Oia. w:r. W.c'H.AilY. I aca.ttu.aert th&Udo 
DOt WU\ \0 baft &DY adYan\.1& .. 

( 
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CONGRESSIONAL RECORD BENA.TE 
IIOT'VOIDI0-11 

!''"'7 -- £' - •=en tm rDt to t.be 

-~ OrPICII:B. n. 
'l.UOIUon recuro oo -Ina to tile oom· 
mlttee &n~onclment nn PICe Ml, atter 
IIDe 2. 

'lbe amtnclm .. t - ...-...~ 10. 
Mr. <D0RaE. Mr. ~t. I bad 

bopecllh&lwe mllbt be allk to OODdllde 
cobalderallon ot tbo biD lodal: bOrt It II 
otmoua that we cannot do 10 wJtbout. re. 
mamlna here tor 2 or a lloura lonpr. . I 
lhall au Pti'Dlllllon to <IU- qt certain 
technical amendment.. 10 &.bat tomonow 
we _,. ba•e tile biD bolore 111 pnct~. 

~ on1Jr tor lbe -Uoa ot. 
amet>d1nenla to.. be ol!ered 1r<1m tile 
llo<lr. I hope lbat II aareeablo to lhe 
IOO<Iera ot tile moJorttl' and lbe mlnoriiJ'. 

lllr. NaNARY. It II ar~able to me. 
lift. BAJUD.IIY. It ...... ...-. to 

me. allhOU&b, oo tar u I am -con>ed. I 
lhlnl< It mllht be wen 1o .,_ for a 
UWe whUo lo eltu Qp- Uaclertll'aob 
and mNt tomorrow and com.,- tile 
bill 

Mr. OIIOROE. Yea: lam llllnl We eon 
llnllh tile biU tomorrow. 

Mr. Pr.,ldent,tlle13eoat.or fr<>m NalDo 
..- tllot cert.a1n cooqmJU. amend­

.....,10 be - ...... ~Ulo 
t11noe IUDflldmeall _, ..Ued up, and 
It-~ tllot ammd:menla 10 lhem 
would a~ be • .....,.. 81- tile> tbo 
matter llu been <hecQ<t, and tbo Sena­
tor trom Maine deslreo urta.lo lecholcat 
amftldmenta acreed to. Tbe .-d· 
menta ba.. been checbd b7 'botll tho 

TIMiury -- """ tile Jolot -
ltall, and tbore ..... obi- lo -
TbeJ' are tnUre17 teclmlcat Tbe -
ammda)ent I OU:tt coma tn oo pqe 11. 
Unel7. 

Tbe PR.B8IDINQ OrPICD. Tbe 
~ Sl lllformecl tbat. the amen(l.mea.t 
Ia 1o a comm~uee amftlclmeot wblc.b baa 
~boen-to. 

WIII>Gat obi-. tbo ·~ b7 whlcfl 
tbo commlu .. -eot wu- 10 
II reconatclered. Tbe clert WIU &tate lbe 
amendmtnt to t.he amendment. 

The C~~qr CI.QI<. In tile commJt\ee 
amendment- on PA&e 18, tn Un.e 11, it 1a 
))r'OJ>Oied lo delele •or•: and In Uno 11, 
after tile J>Umlbooll, lo m-t •, or ,.._ 
Ucnm Cb>.· 

Tbe -~ to lbe amendment 
--10. 

'lbe amenctment aa &Jnt:ndtd wu 
Oll'eecllo. 

Mr. OIIORO&. Mr. Preoldent, I aboWd 
..,. lh&l au tho amtDdmeota I am ..., 
cl!orma are to ODmllllttee ameoc~mento 
whleh 1>11" been- to. I au UDaDJ. 
moua -.at that In eac:b Instance tile 
~ 1>7 Wblch lho COmmittee lmen4ment 
- aareec1 1o m., be reconatderecl tor 
~ - ot Ol!maa tlleae amend­
-to. 

Tbo I'IWIIIDJNO OPftCI:R. WI­
.......... It It oo ordered. an4 lila -

"' - tile commtttee -~~ 
.... - 10 Will be -.t4erecs .. ba•­
lalrbem --lwtlle""'-

OCToBER 9 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

To Secretary J.!orgen thau 

••oM Randolph Paul 

OATil 

December 22, 1942 
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On Friday evening at the invitation of Mr . Louis Brown 
Presideut of the JohhJ !.!an ville Company, I attended dinner ' 
at !Jr . Brovm 's apartment in the Wardman Park Hotel for the 
purpose of discussing the tax situation with him and with 
four or five other men who, accordin~ to Ur . Brown would 
have mos t to do with the formulation of tax policy\n the 
next Congress. There were six of us at dinner - the other 
four being Ur . Roswell ~gill, forme r Undersecretary of 
the Treasury, Ur . Ellsworth Alvord , Washington attorney , 
representing the U. S. Chamber of Commerce, Mr. Chester 
Cowden representing the National Association of Manufac­
turers and Ur . John Hanes , also former Undersecretary of 
the Treasury . 

The following will give a general summary of the 
ma tters discussed at dinner and in the evening after dinner : 

1. There was considerable discussion of the Ruml plan . 
I explained the Treasury 's substitute for the Ruml plan 
presented to the Senate Finance Collll'llitteo last September 
which involved reduction of rate brackets by 10 percentage 
points for 1942, an increase of rate brackets for 1943 by 
5 percentage points, and withholding at th.e source for 
1943 at the rate of 15 percent . The effect of this pro­
vhion is &UCill&rized in the letter to the fiashington Post, 
dated December 8, 1942, in answer to the published letter 
of Louis Bromfield, as follows: 

"The Treasury flan would have led to the collection 
of a large part of undividual income taxes at the source 
for most taxpayers . About three-fourths of all income 
taxpayers would have been shifted to a substantially 
current basis with about tWo-thirds of their 1943 tax 
liability coliected at source. The taxpayers who would 
have the largest proportion of their tax l~ability placed 
on a current basis are those in tho lower ~ncome brackets. 
In other words, the Treasury plan would meet most f~ly 
the needs of precisely those taxpayers whose budge t 1ng 
habits and unfamiliar ity with income taxes make a pay-as­
you-go system most useful ." 

... • 
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All expressed themselves as in favor of going at 
least this far; some would like to go further, forgiving 
entirely all taxes for 1942 whatever the rate bracket. 
Mr . Ilanes was the only one who expressed doubt whether 
this was feasible politically. 

2. The size of the program for the next Congress was 
then discussed. Mr. Cowden expressed the view that the 
total should be $60 billion or $30 billion additional 
(countin& $30 billion as the present yield) . He thought 
this should consist of $5 billion in the fore of a sales 
tax with no exemption for food and a flat 20 percent com­
pulsory lending program. I expressed my views against 
the sales tax and criticized the flat compulsory lending 
program on the ground that it would be extremely herd on 
the lower incomes and would represent merely a shift of 
saving for the upper incomes. Mr . Alvord doubted whether 
much could be obtained from a sales tax . I also told those 
present that I thought such a program would be too onerous 
and with this all but Cowden agreed. 

3. We had some discussion of the matter of timing 
and it was thought advisable by those present to put in 
the forefron t any matters that needed legislation before 
1~rch 15 , leaving other less urgent matters to a separat,e 
later bill. 

4. We had some discussion of corporate rates. 
:.:r . lianes expressed the view very strongly that we should 
have so:ne debt relief. I agreed wi th this point. lll!d said 
tbst with proper debt relief and other like prOvlSlOns I 
thought the rate could easily go from 40 percent to ~ 
r,ercent or 55 percent for the normal and surtax comb1ned . 
• .:r . Brown thought 50 percent Ylith debt relief would not b~ 
too onerous . The others did not express themselves on th1s 
point. 

5. Everyone present was strongly in favor of collection 
at the source. 

G. We had some discussion of the spendinG~ tax a~d 
r~ . Alvord expressed himself as pretty muob aga10st th1s 
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tax. The others, I am sure, were against this tax though 
they did not say so explicitly. 

7. Some aupvort v1as e iven, particularly by Llr . Alvord, 
to the so-called 1ndividual excess profits tax or tax on 
increased income s of individuals, the theory of this tax 
bein~ that it would r2ach inflationary incomes directly 
attr1butable to the war effort. Mr . Alvord advanced the 
idea that a levy of this sort mi~ht be put in the form of 
compulsory lending, and I told hlm that Hanson had also , . ... 
advanced this idea. The others did not arcue for this tax, 
which is somewhat strange. When he first saw me, Yr. Brown 
strongly advocated the tax, and between that time and the 
til:le of the dinner I had given J.!r . BroYm several copies of 
a memorandum vointing out the difficulties involved in this 
form or taxat1on. Perhaps these memoranda had shaken 
Llr . Brown 's faith in this tax. 

8. I think all of the gentlemen present were in 
favor of some form of compulsory lending , although not 
all o£ them would go as far or ae high as Mr . Cowden. 
As I said, the compulsory lending favored by 1~ . Cowden 
would be a straight percentage requirement with no pro­
gression in the schedule. 

9. Although it is not strictly relevant. to th~ 
above , we had some discussion ot the salary lunitat1on , 
and opposi tion was expressed by everyone except QYSelf. 
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TREASURY DEPARTMENT 

I ~.OI'I'1CIE COMMUNICATION 

DATil December 22, 1942 

TO s~oretary Loreenthau 

••ow '\andolph Paul 

lhe l • s t sentence of the niddlc paravTaph 

on pa..;e 5 4"ornerly read : 

"•lithin the next fen nonths r:o should 
be collectinJ f roo current levies one- half 
or the cost of the Federal Jovernn~nt ' . 

Afto1• conference between itt• . Rell, ! 1• . Jllou..;h and 

nysol£, it \'tns chanr:;ed to read II. a shovm : 

"•jithin the next fevr months our· rcceirts 
un•io r existin:; revenue la11s ancl uncler ar1y new 
fiscal measures adopted ~ tho Con Tess should 
'!.• • rox i.J;j!i te one- half th~ cost o~ tho Federal 
.Overnm,nt" 
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TELEGRAM ::: ... : ..... :_::J .. ~~· ~-~~~ .. ~,~~== 
()F'F1CIAL BUStNa. GOVIRNMEHT RATQ 

I I'' U i£11 

-
D11 Per a. 1~ 

&.<; fOC IJOr rt IS ll!AW OO'OftYAii'T TO ra 'l'liEASORY 
TO GET rHE llil:f DlSi!'f TAX fiUI DISfRIEM'lJ) 1!' WILY 
J!l .wAi.lll! At i'OSSim.R. n .un 1 TilOOJOOCS JJB · r 
REAClitr.ti T.ik 1/llJ.I)-l:i 011 Jl~ T.uPAr.&R: Al'ID \'!E Fl'U. 
f t,I!i UJ.W WIU llJ O::IF. or THE Jl~Zl &rntf JY£ r.u s 1F GETTUIO 
OUR t!ASSAGii TO 'r:iW. AmbiiG YOU CUI 1.0 TJ £7.f :!!IM 
'I'd! PR-I rt'UIIO Ol' rlli JIUl WIU llE liAAA'I'LY Ai'fffi.CU TED AtlD 
'IIlLI. ali A ki:AL SlUlYIC .. . 

\.. ,_..;:-. , . " 
c. 

.... ,_,... ( 

• • • 
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"'"' ... __ .... •• .. ....... .u .... ................. ,_. 
• .a,. 

(WIIINI) B . 'Korp.t.haa, Jr . 

.................... ..... .._ . ............... 
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1'111.-Tt ,. .,... , .......... . ... -- -.-.#--
lt[all'f M\'18 .-t. 
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, 
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o. • .-•• a, 1au 

Deer liP. Ia u.t.ua 

I aa elM to a- Uaat Jow f•ll• Phlladelplliau 
'" bo-laz Jo• oa 1....,., l iStll fer JOV 11mo .. 
1a tlll 1'ar !aYlJtp ...,. •• 

We at tbe frlu11P7 0., of the outatallllbc 
War Bollll adnrtlelllc that appeared 1a till Pblladalphla 
DIWI}li}IIPI Deo•lllr 7\ll, Ull ... are •at vatef111 to 
you who orlg1Dated till plu t.DCl to t ile llrohaah 
laaoolatloa wblob apouored lt. 

Tow e111rQ a.a r .. owufulJM .. ban 'been au 
naaple to •rohuta all onr the ooutrr, ud I feel 
that 70u ban 'beea of real aenloe la helplag to 
flMJMI tb1 WaPo 

Sb11req, 

(llped) B . Mor,.t~U.a.u. Jr. 

liP. Arthv c. laat.aaa, 
I'Jouldeat • 
OlU.l Brothera, 
Pblladelphla, PeUU~JlYaala. 

Copy 1 n D1a ry 

File t o Tbom!)aon 
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UlllUD SUDS UTIIOS BOlDS - SWIS I 

Oo•parhn of 1>9ceabor oaleo to 41\to wHh oaloo durlac tho 
, ... nuabor of buoineoo d&T• in Io•oabor and October, 1942 

(At i ooue price 1n thouo&Bdo ot do11oro) 

Deceabtr Jo..-e•ber 

1942 
$ 4,116 $ 4,116 • 5,164 79-7f. ~· 11,449 8,61>5 9.~ 92.8 

10,o4<! 18,6117 20, • 5.oll5 91.1 
J9.69o 58,337 )1,)09 42,23~ 136.3 
16,6113 74.9811 53.076 52.98 1111.3 

46,424 121,4o8 62,)26 7J,,19 194.8 
11,887 133.295 96,)66 93 , 90 1)8.3 

17.857 151,152 111,002 117,077 1)6.2 

13,6o7 1611,759 146,494 1)1,593 112.5 
)8,664 20),423 161,929 169,859 125.6 

17,480 220,903 181,120 179.232 122,0 

52 .• 056 272. 959 188,497 194,811 144.8 

15.530 288,488 2~0, 08~ 222,24) 125.4 

22,764 311,252 2 1,62 2.39.891 128.8 

24,8118 .3)6,100 262,274 254,201 128.1 

25,26o )61,.359 287.4o9 290,282 125-l 

17.907 379.266 .314,568 )12,)86 120. 

45.716 424,982 _327,418 .327 .923 129.3 

411 ticur•• are depoei\t with the !rea1urer ot the United Statet oa account 
of prooeodo of oaleo of United State• oo•1•S' bondo. Theoo f1cor•• ha•• boon 
AdJuotod on tbo bath of wi re repor t• &Dd therefore will not au•• vHb tbo 
Trea~urer't •ccountt . 

Note: 11.curet ba•t been rounded to nterttt tho\\t&nd l\Dd vlll not neeeeeu117 add 

to totolo. 

• 
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Ooapor!oon ot Doco•bor o&1oo to 4tto with oa1oo dur1nc the 
... , nuabtr ot buo!nooo ~· l n lo•t•btr and October, 1942 

(At loout price In thouoando ot do11aro) 

• 
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Dah December l oumb .. 

19112 

• 197 • 197 • 303 65.~ 
329 527 1,115 117.3 ~· 

2,688 3,2111 7 ,SII6 • 2,21& ta,o 
13,9117 17.161 14,720 20,322 u6.6 

5 12,}03 29,11611 31,425 211,325 93.8 

7 17,522 116,986 . all,o~ ~,922 138. 1 
8 2,872 49.858 3.9 ,695 113.5 
9 9.576 59 ,11311 49 ,326 55.998 120.5 

10 5.651 65,0S5 58,842 5~· 711 110.6 
11 14,274 79 .~59 64,157 7 ,275 123.7 
12 7.135 86, 95 71,352 76,430 121.2 

14 15,430 101,924 73,989 83,857 137.11 
15 7.719 109 ,6411 83,2116 91 ,8!4 131.7 
16 5,146 114,789 88,888 98,457 129.1 
17 11,654 126,443 97.154 101,252 130.1 
lS 6,466 1}2,909 104,457 110,052 127.2 
19 7.992 14o,901 113,191 115,757 l2h.5 

21 13.451 154.352 116,880 124,610 1}2.1 

tho 
lo!oo of Rtotarch and Stat!otlco. 

411 !let>.reo ..,.. dopotlto with the Treaourtr ot t bt l1D1tod Statu oo accOWit 
of procee4t ot taltt of United Statta sa•ln&t bondt. !hete f igure• h&•• been 
&~Uittd on tbt bat il ot vire reporte and theretorr will not agtet vi th the 
Treaeurer 1 t acoounta. 

f'lgu.ree hAve been rou.oded to new e~t t thoutand end vill not necettarlly add 

to totalt , 

• 
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TO 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICAT10N 

OAT& 

Secretary Morgenthau 

Randolph Paul 

December 22, 1942 

No luck with Grossman. The original attached 

letter is sent to you because of the personal 

references in the second paragraph. 

~ 
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LAW O l'riC&• 0 11' 

G ROSSMAN AND GROSSMAN 

17 1.!" I'LOOIIt THC. N . C e '-'ILOI N O 

CL.CV&I.ANO 

Huntinston Cairna, 
Aaaiatant General Couneel, 
treaaury Departaent. 
Waah ington , 0. c. 

My dear Mr. Cairno : 

Deoeabo r 17, 1942. 

Tbia will oontira ay long dia tanoe 
~e lephone oonTera&tion with you, which ••• proapte d 
by your l etter ot Oooeaber 16. Aa atatod, I an not 
lntereated in & job at a uoh tor the reaaona which I 
explained to you. If however, I can at any t1.a e 
make a oontribution to tbe war e ffort through the 
Treaaury Department, I am entirely at your diepoeal. 

I have oomething or a oenae or a 
peraonal relationahip with tho rreaaury Department 
beoauae Henry Korcenthau, III , waa employed tor 
eoao tiao by the CloYoland Metropolitan Hou•ing 
Aut hority of wbioh I am Cha irma n, a nd in ooneequenoe 

209 

I bad oooaoional oontaot with hio d1atingu1ohed rather. 

I great ly appreoiato your tbougbt ot ••· 

IIJ C:MR 

• • • 
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lr. U..r Dad•• 
Db .. tar • Oftln ef .. 
'··~lilt--. o. c. 

FK/oglt 

Dn 4•• 110 lata 

1'=••17. 
(Siped) H. Morc•utbau, Jr 

ii 
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Copi es in Diery 
Copiee to Schwer~ en~ 
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llr. Cberlea Sob'an 

Stortt&rf llorpntbau 

o.o-.r aa, liU. 

h&illlllM .Juuar7 lat I aboul4 llb 1011 to M 
reapoul'ble fir the oleara110t ot apeeobea with the 
o.~I. freuuPJ apeeobea will oo• to rou hoa 
liP. Outon, wbo wUl appron tb• tor poUq, 1114 
JOU aboulAl tbtD thar U.a wltb liP. rlill1Dc ot U. 
O.W.I. I llaYt wrlttu n..r Darla to tell hill that 
other Gcrre~t .,... •• requlrllll ov ol-­
aball 'be ••t to JOil, tv ~ .. :: tlroulato with the 
appropriate ptople ln tha Pf. 

FK:eg 

Copy 1 n Diary 

Copy t o Thompson 
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TREASURY DEPARTMENT 
PftOCUMMIHT OIVIIIOH 

WASHINGTON 

212 

December 22, 1942 

MEMORANDUM TO THE SECRETARY: 

t~ere is submitted herewith the operating 

report of Lend-Lease purchases for the week ended 

December 19, 1942. 

There has been a decline in the dollar 

volume of lend- lease requisitions cleared to this 

Office for purchase, due primarily to lack of 

available shipping and adequate stores for a sub­

stantial part of the immediate needs . 

The preliminary budget estimates for the 

balance of this fiscal year {from January 1, 1943, 

on) indicate an anticipated increased volume of 

proposed requirements. 

••• 
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• -~ • I . ... 

~·:r."~·;;. _:.J ~· / ."'.11 .. '--.., ~~Tl ......... , L.o. .... - \ .v . . -..~ .,..,, JL ;.... 
t:::Lr ,-::J.!.., '.':- 1· _.n',:I ;: ::: ,_: ·- ... ~ - ' . ..; . ""\k~~tJ ..; ' . 

.. .,., "' .. :.i£i.;:J.J...:z,,_ l.;, L.1tiG 
(In :.illlons of Dollar•s) 

Administt·e t i ve :.:iseellaneoua 
':'otel l ,, . . Russia t;llina '::x!:'_enses lndistributed 

Allocations .;.2'/21. ~ 125<>. 4 c42 .1 Su.S (3 . 7 (5E~ .4 (2721.>3) (1251.4) ce2t.2l z~~.:n 3 . 7) 5d2 .2) 

"urc:.e se t.ut~aori:l;e - ,2020 .0 1173 . d f71:l . b (41 .0 - ... 26. 6 
tl:onc ( .equisitions) \l~ .v .1) (ll4.; . d) 703 .5) 41.0) - ( 25. 8) 

·te'lui si ticns ~leareC. .. l~~. v (112[, . 7 .. 703 . 6 (41.0 - .;i 25. 2 
for "urcuze ( l o7C .ll) 11::3. 5) (e87.5) ~1.0) - (24. b) 

Cblieations tltl07. 3 1074 . 2 ~ecG .. 9 (11 .0 ~·3 . 5 $ 21.9 ( "urcl.ases} 1772 . 8} {loc;u.\JJ {C4u.3l 11.0) 3.1) (21. 5) 

Jeli veries to io'oreir n 
Covornmcnts at t . S. :, 7<;7 . 7 ... t:23 .3 :..137. 7 t20 .3 - ~~ 6.4 Ports<> ( 7'15 . 4} (t;l5. 9) (136. 3) 20 .3) - ( 5 .9) 

;,:Jeliverics to forei rn ;:overnments at l. S. "orts do not include the 
tonnr. e t~..r.t is eitiaer in stora-e, "in- trPJlsit" storece, or in the 
(Ort are11 !or 11' icr, actlla1 receipts .eve not t.een received froo the 
torei ·n , :o\cr• 1ente . 

i:ote : • • :·irv.res ln rerenthese~ are ti • .,se cLown on report of December 12, 1942 N 

... , 

1-' 
w 
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&eO' • 
m ?1s: • • h 2 2 2 

.... ._... ... . .,.,,a ••••a...a...-
~~ ..... ..,. ............ M' ,, .......... 
ewtnil-* .. ..... 

._., r .... ,.. ......... a..,,. :.:; ·k:f=-: -r,t,• ~~·...: •• .::. .. .... s 0 ............... .. .... ~~ ................ ..... 
,.,. '*?! ·~~- ---~~- ~ .., • ....,... • ~::;, J q 9 Jl. .... • SIC lUll =-: ... ,r: .:=: -:..-...::;c-c;.-=: .......... ·--~~~ .. OS 6 0 • 

............ ....., 

... --..... 
~ H. Ko'l"thau, Jr. 

a ' • - .. 5' Jo 
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Photo f1le in Diary 

Filft to Thompaon 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Russia 

Decuber 22, 1942 217 

HIGH-LIGHTS OF THB VAR NEVS 
( 10:00 A. M.) 

Red Armies on the central Don front swept forward 15 miles 
toward Rostov on the retreating Nazis who abandoned much 
of their equipment, 

India 
1. 

2. 

3. 

Bri tish continued to advance unopposed in Burma and 
occupied Alethang- Yow, 11 ai lee south of Kaungdav 
and ~5 miles f r om the strategic port of Akyab. 
Jape attacked Calcutta for the second time in 36 hours 
doing only alight damage. 
U. S. planes attacked Laehio, terminus of the Burma 
Road. 

The Pacific Area 
1. Using tanks and planes, Allies captured one of two 

smal l Jap air strips in the Buna section of New Guinea. 
2. Heavie.et fighting now centers in Cape Endaiadere sec­

tion, about 2 miles from Buna mission. 
3. Allies also are closing in from all sides on Jape on 

Sanananda. 
4. Jape have been using aerial bombs unsuccessfully in 

combats with flying fortresses , Air Force Headquarters 
disclosed. 

North Africa 
1. Rommel continues his retreat at an average rate of 15 

miles a day. The vanguard is noorted ,.t •i!!Urata, 
120 miles from Tripoli. Montgomery's forces in pur­
suit were believed to be on the outskirts of Sirte, 
more than 170 a.iles west of El Agheila. 

2. Rainy weather has confined the Allies !or the moat part 
in Tunisia to air activity. 

3. However, the French column which t ook Pichon is nov 
near Kirouan, only 32 miles from the Axis-held port of 
Sousae, Tunisia. Seventy-five mi les to the south, a 
second French column, advancing from Gafea, is reported 
within striking distance of Sf ax on the Tunisian coast. 

-1-
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5. 
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Reports !roa London yesterday indicated that the ixie 
is moving forces !rom their station at Tripoli, diver­
ting men and materials even !rom the Russian front, and 
concentrating a huge convoy in French Mediterranean 
ports in order to make an all-out stand in Tunisia. 
Having an all-out tight in Tunisia seems to be the plan 
ot both illies and !xis. General Eisenhower has evolved 
the strategy, illied Headquarters revealed, o! chasing 
the Afrika Corps into Tunisia where the British Eigbtb 
Army close on its heels could unite with Allied forces 
already in Tunisia tor a grand assault on the !xis. .•. 

A. F. 
R. A.F. planes swaraed over Geraany again last night 
leaving huge !ires burning . in Munich. 

China 
American bombers smashed the Jap base or Tengchung in the 
southern Yunnan province, encou.ntering little resistence. 

11:00 A. M • 

.Q.ommandos !rom Br1 tisb Firat !ray have at tacked Tunisia t 
froa sea last week and penetrated to within 2._ aile a o 

eutere reported today. 

-2-

Regraded Unclassified



Deceaber 22, 1942 
219 

AfTERNOON SUMIWIY OF liAR IIE\t'S 

Tbe Pacific Area (Navy Noon Communique) 
1. Army flying fortresses carried out 3 raids on Jap 

bases in the Solomons. In one raid on Jap ehipuing on 
Bougainville leland in Buin area, one Jap cargo vee­
eel was struck and thought to be sinking. The other 
2 attacks were directed against ~e Jap air base at 
Munda on New Georgia leland, about 150 miles northweat 
of Guadalcanal. 

2. U. S. bombers and fighters heavily attacked shore in­
stallations on Kieka leland in the Aleutians, causing 
explosions near a eubaarine base. All u. s. planes 
returned. 

Tunisia (General Report) 
Little important land action has taken place in last 10 
days. Al lies are holding Germane in check at a series of 
strong pointe while reinforcements and supplies are being 
brought up . to assure the success of an offensive once it 
is launched. Air battles over Tunisia have taken a sudden 
turn in favor of the Allies. U. S. planes have dropoed 
1,000,000 pounds of bombs on Axis targets within a seven­
day period and British Beaufort night fighters have almost 
driven Axis night bombers from the skies. Result--while 
Axis bases are rec.eiving a terrific pounding, major Allied 
supply bases are able to function with little disturbance. 

China 
Premier of Manchukuo General Chang Ohing-llli, Chinese Quis­
ling, was reported by Chinese High Command today to have 
poisoned all aembers of his family, shot and ki lled a 
Japanese advisor and five high-ranking officials of this 
puppet government, and then committed suicide because h~ 
was "unable to etand any longer the Japanese oppression • 
the Chinese High Command reported today. 

England 
Scattered German planes, taking advantage of low clouds, 
carried out nuisance raids against England today. 

Axis 
The Geraans are constructing new defense works on the 

•• • 

• 
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Belgian North Sea coast in anticipation o! an Alli ed in- ( 
vaaion of the continent. aocordinf to r eports received by 
the Belgian Govern•ent in London oday. 

-2-
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Ol"ft.L llo. 4l 

!llforma~ion received up ~ 7 A.M., 22nd December, 1942. 

11<-DHERRANeAN. 2ls~ . •rwo sl\11'" in convoy rellched I.IALTA. 

.2.2 

J 

roULON. No.- es~itlu~ed ~ha~ .3 itlrge doa~royera, ) destroyers, 

j.03oibly two 6 inch cruisers end possibly 7 auburinoa ure undamaged either o.flot: .. 

" . or in dock . 

..!. !Ui..If,R'i 

LIBYA. On 20th our adv..nced trocpa waro 7 miles west of SULrAII. 

~· On Central Front heavy 1'1&hting continuos. In lliddle 

Don Ruooiun ~hrust io now within ~0 oiloo of important railway junction at 

Mli.L..:ROVA. 

J . AIR OPcli!AriONS 

l7£ST£RN FPDNT. 20th/21st. $14 tons of H. ::. and incendiary t.omba 

dropped a~ DUIZBURC . liMy large fires in centre of town, dock ares end near rail-

lrl,)' centre. 

21n. LiGht and fighter bocb<>ra att.ackod railwa.v end canal targota 

in S • FIWIC... Pour onorzy aircraft croosed SUSSBX Coaat, ~""" C>Ochinc- gunning. 

2lst/22nd. 1)6 boMbers (12 mioaing) doopatched to W:HCH. f"airly 

tbick cloud over tar get but 75lli of aircraft bombed ~sUmntod pooition of town . 

LIBYA . 19th/20th. l'ell.lnc~cns bo<nbcd ll . r. in B~UR•:r i:l. HSUN aroa 

and fighter bomburo "~tsokod simll~<r t.urgo~o t'urthor \lOSt on 20th . 

20th/21st . \,ellington• droppeu 1:1~ tons of bombs on ruJHS and 

LA GOUL~rr~ with coed effec~ . 

J-=.•gc. 

.!!!.!lli\.. 20th. 16 lllenhelJ:Ia ouccoaoflllllr bocbed IIA<7:. airflold. 

20th/21st . ? en'""¥ aLrcraft att.ncked C..U:UTU ar<>:1 cou:ling sliGht 
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HNJr: 

Vice Preei-

December 23, 1942 
915} a.a. 

222 

Henry, this ie my atcry. Ed Stett1niue oaae 
over to aee •e yeeterday about this whole 
queation of- ot balanoee of the United 
Kingdom, you knowt 

dent Wallace: Oh, yea. 

I!MJr: 

W: 

I!MJr: 

ll: 

HMJr: 

ll: 

HMJr: 

II: 

HMJr: 

W: 

I!MJr: 

If: 

I!MJr: 

W: 

And what would we do, and eo I aaid I thought 
the thing to do vaa tor you and Mr. Hull and 
Stettiniua and Harry White and I to get to­
gether. 

All right. 

Nov ve got - oh yeah, and Dean Aoheeon. 

Good. 

So I apoke to Dean yeaterday. I only got 
this meaeage late laet night, that Mr. Hull 
will be very glad to come with the rest of ua 
and call on you thia morning. 

Well, that1 e tine. 

Between eleven and twelve. 

'lhat ' ll be ewell. It'•- I think 1t'a an­
I think it 1 a the beet anawer. 

And eo we'll do it at that level. 

I think that 1 e the beet way t o handle it really. 

Nov ia - are you available between eleven and 
twelvet 

Yea, I'd like to be t hrough by twelve if I 
could. 

Well, why not- let'• aet it for eleven o'clock. 

We'll set it tor eleven o ' clock then. 
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HMJr: 

W: 

HMJr: 

W: 

HMJr: 

v: 

HMJr: 

W: 

llltJr: 

- 2 -

Well, nov it J OU don't hear rroa ae a.gain, 
I'll call Mr. Hull right avaJ •••. 

Fine. 

223 

•.•• and arrange that ve go up there- be at, 
I t ake ;t - at the Capitol? Hello? 

'ftlat 1d be - that'll be good, and oaake it 1n 
the Capitol ottioe. 

Ia - at - at the Capitol ottloe. 

'ftlat ' • tine. 

01ta7, Henrr. 

So 1t1ll be. 

'l'hanlt JOU. 
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Conter!nce ill Vice Preddent '• Office 
December 23, 1942 

llaOO A.M. 

Present: Vice President 
Secretary Hull 
Secretar,r Yorgenthau 
l!r. stettiniua 
l!r . Dean Achooon 
l.!r • llhite 

224 

11\e conference was an outsJ'owt.h ot a roqueat by l!r. Stettiniua 
that SeoretarT ltlorgenth&u and Secretar)' Hull and biaaolt contor to 
decide tho quaation ot fUrther lend-leue aid to South Atrica and 
alao dbcuaa tho Britiah doll&r position and related roattera. 

Secretar,r ltlorgenth&u aaid that Vice President lial.lace ought to 
be in on the meeting and au~tSeated the .... tin& be held ill Vice 
President Wallaoe•a office. It had been left that Dean Acheoon 
would set the meeting together but Dean Acheson telephoned llr. llhite 
Tueoda,y evening stating that Secretar,r Hull had been unable to r each 
Secretar,r Morgenthau and SccrotarT HUll had asked him (Acheeon) to 
Wcra ltlr . White that Secretar,r Hull would be glad to partioipato ill 
the moeting whore...,r it was hold but did not feel that be ehould aak 
Vieo President Wallace to a ... ting in hi& (Hull••) office. 

lho next morning Secretar)' llorgonthau telephoned llr. 11'al.laco 
and arranged the conteromce. 

llr. Stettiniua opened the ••tins by a toting that bo bad to 
eppear before Congnoas ill a couple or woeka tor additional approp­
riationa and he felt a deciaion had to be aade before that ... t in& 
U to whether or not to permit the tJDited JCill&d<D'o doll&r balUcea 
to inoreue oince, he aaid, th17 bad """ reached alaoet $1 billion. 
He alao oaid that a definite polley had to be deteraillecl with respect 
to l end-leaae aid to south Urica. South Africa had alread,y got 
S4S million ill lend-loaoo aid and he felt that po11ib~ th17 ohould 
not set any Jlore . In t aet, he wondered wb&t hi .... going to .,., ill 
juotitication or the $45 million they had alread,y been stven, in ..U. 
ot the taot that south Africa """ had $600 million and wao increasing 
her holdingo. He stated thoro wore poUtio&l and poaaibly mllitar,r 
Queationa invol"""' and a deciaion should be llade by oOM one. 
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llr. Stettiniua sa:l4 that be lad beon giftn to undoret&nd 
that the British had otated that 8600 llillion """ the goal tO eboot 
at ao tar aa tho Bri tl.ah dollar b&l.anooa were concerned and when he 
lad beon to London they had l1kew1eo stated 8600 million ....., tho 
objectift . 

llr. White remarked flbat waa very intereatin&. He asked Whether 
the British mentioned tho $600 llill1on to 11r. Stett1n1ua when be wu 
in London, llr. Stett.1n1ua ropUed that they bod, bo had talJced to 
llr. C&too and llr. Keynes and they lad both MDt1Cdecl the $600 1111-
llon 1'11111'•· llr. Stett1n1WI 1tatec1. that the.r lad aakecl tor $600 
•1ll1on When they had anJ..r e200 llill1on and n"" that thq haft Dftr 

$600 llillion tbe.r ""6ht to go back and roduco it to $600 l>illlon b.r 
whateftr -uros wore most !eaa1ble. He otated that it would bo o 
great thin& it tbe o. K. could gift lend-loa .. in ro,..raa to the 
united Statea o! 100 ilill1on in oterlin& which the Anf.r could spend 
!or ita neecla in England wtdcb it """ !1nda dit!icult to bq on a 
lend-loue in re .... rae baaia . He thouaht that would ulce a.u exeollent 
impreaeion on tho Congressional Caaoitteoa. 

Secretary Hull began b.r •a.rin& that thoro 1o no intention on 
hie part to in ~ way interfere with &ft7 ot tho rosponaib1lit1oa 
with reopeot to imports and exporte wh1oh B, E.W. had, l!a aaid that 
tho Treasury had the prime roaponaibllit:r !or tinanciaJ., mcnetar;r and 
businaaa mattera and in !act, be romeaborecl tho Dabt CQIIIdoaion ap­
pointed b.r the Prea:l4ent bod the secretary o! the Treaaur.r u Read. 
Ho aa:l4 Lend-Lease had been placed in charge o! lend-lease orrango­
llllntll b.r tho Pres:l4ont, that be wu concerned onl,y where the matter 
touched a queaUon o1' definite !oroisll pollo:r. 

llr. Wa.llaoe aa:l4 that the B.E.W., b&Yina the reapons1b1l1t.r tor 
~to and tor purchaaea o1' uteri&lo in !oroisll coontrioa, wa5 coo­
corned with the probloaa becauao what wu dono on lend-lease had a 
be&r1n& on tho export situation and tho dollar poeition and neces­
oarU.r would haft e.- intluence on tho toru under which tbe.r boug)lt 
,._ ot the atrategio ru uteriala in the countrioa Who wore reco1Ting 
lend-loaso &:14. It waa bocauae o! that tact that it aellU to bo ono 
largo probl .. that the caaoittoo qa appointed of B. E.Y. tecbn1oal. 
1010 who would preoent the facto. 

Socrotar;r Hull atated that be thouaht the:r ought to cot all tho 
!acto before tho• 00 that they could then uke a docioion on the 
Mttor , SocretarT Korgonthau oa:l4 be d:l4 not quite understand whit 
additional !acto wore wanted bo!ore a docilion waa ~o on tho South 
African quootion, He aaid that he wu reod.r at thia tiM to sa..r that 
fr .. purol.)' & f1n&nciaJ. point cf Yi.ft there didn It eo• to be Uly 

juat1t1oatioo tor lend-leaae a1d to South Africa. He sa:l4 there •:r, 
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howenr, -o. circuut&neea wh1ch he dootn 1t pretend to know about_ 
polit.ic&l quae tiona, 111l1taq queatione - which ti.ght juet1t7 con­
tinuation ol a1d, but eo !&r ao their financial situation was con­
cerned, he didn't aee sey- juot11'icat1on for continued &saiatanco, 
Enaland 1a financial dollar position, too, aoomed to hill to be 
reacbin& a point at which we llight well call a b&lt unleae there 
were certain political eonaideratioca which would ind.icate another 
procedure, He ea1d he d1d not know whether thu Would be a wiae 
tiM to ali)' to England or South Atrioa that wo &re soin& to whittle 
down our aaautaneo to th-. He would not -o. in a pooition to know 
what the political cona1dorat1oca &ro and SocrotarT Hull would be 
oble to ann:or that. 

So<>ret&r7 Hull repeated it o....ocl to bia tha thin& to do na 
to ,.t all the taet.o, aot th- -o.toro thU group, and tbon thq 
could be in a position to ..alee a docuion, Mr. ll'&ll&ce replied that 
w&s exact~ what the atlbe~ttee bo appointed wao aupposod to do 
but O.&n Acheson had expreued aca. reaorntion at the aeeting and 
that he had told Dean Acllaaon he would be &lad to see Hull at &11)1' 
tiae to talk it over -o.eauae 11' that arrana-nt waan 1t •atistaetory 
he Would be glad to WOrk On sey' arrq-nt th:>t W&s a&tiatactoey • 
SeoretarT Hull replied he didn't know about thia C<Diitteo , llbero­
upon Jlr, Acheton rainded him be bad .. ntionod it to him reatorday, 
Socret&ey Hull aa1dr "Oh, that COIIIIIittoo. It ae- to • that -
11' I llliabt ali)' oo - It I bad been rou, Heney, I would have juet 
called up He orr and J!d and ban tho tekl caro ot 1 t , • llr. 'fallaco 
tbon ot.icl that be bad had a ••tin& at which Jlr, 11hito represented 
the Treaeuey Depa.rboent and .11r. Acboeon repreaonted tho State 
O.p&rtlunt and be &saaecl they spoke tor tho '!'re&sUl'T n.part.ont and 
state Dopar-nt and 11' they cl1dn•t, they t bouldn' t -o. on tho Board, 
11boreupon Secret.aq Jlnll at.icl be cl1dn • t want to c.......t ainee he 
w&sn• t at tho ••tina (sic) , 

11r, ll'allace •ntioned the letter ho and othero hod reeeind 
rlth r eepoot to the ette<>t ot lend- leaao oporat1011a on s.- ol tho 
o:q>nrto, He add that sOM e:q>erter oaw an opportunit;y ol doin& 
buoinett in South Africa and wao ca.plein1n& and a.-14 to be aore 
or loll a epok .. san tor a group ot tho e:q>ertora, 1lte poaition 
thia ~:q~ortar took ... that when they aold &oodl to South Africa, 
th17 bad all kinde ot d11'fieulty gettin8 priorit, on ohipp1n8, eto . , 
but when thu 1donti<>al gooda wanted by tho identical concerns 1n 
South Atri~a W&s handled through leod-leaeo , lond-leaeo would do 
much bettor on prioritioe AI a ~onao~uonoo our exporter• were being 
oquoned out ot foreign .;..keto. Jlr, Hull thought that that""" a 
bad thing and it needed attention. 'rbo Vice Proa1dont pointed out 
that waa tho WIT be felt and that 18 wb7 ho auuootod th1a C.-itteo 
be toraed and take up tho ~~atter. 
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Secretary llorgenthau tben a&id .u wanted to brina tha du­
ouuion baok to the point at ueue Which ,... •where do we go lroa 
here?• He repeated h1a earlier atat.ent with reapeot to h1a view 
on tho South Atric4n situation and added it ie not olear to h1a 
whore we go lroa here. He &eked who wae goinc to get tbe aillteq 
viewpoint. 

Ill'. Hull aa1d: "'ell, tbere ought to be a C..Uttee ot tbeoe 
un hera J Tre&eU%7 and Lend-Leaae ought to gat the facta am then 
we can ub a dacieion.• Ill'. llhite atated tbe C.-ittee which had 
been appointed b7 the Vice Preaident at the B.B.lr. aeeting were tbo 
ll8ll who would in &111 caae be tbe ODOI 'll'bo would cat tbe facta, !be 
Vice Praaident wanted to lcnoor W117it w011l1111•t be alr1gbt tor tbat 
C..Uttea to gat tbe facta . Ill'. Stettiniua a&id u had to go before 
Conue .. and he would like a daoiaion on the utter. lfr. lrhite 
replied it wouldn't take verr long ,to gat a report on south Atric& 
and U. K. Stattiniuo said tbere were wo other countries n bad 
to co into. 

On the South African buaineea , Stettiniua aaido "It waa one 
thing to aay wo obouldn•t giYe thea aey more, but how about tbo $45 
million we have alread7 given thea?• SecrotarJ Morgontbeu ropliedo 
•stop worrying about Stettiniuo and let'• get on with thio.• 
Stattiniuo oa1do •I am wort'11ng about the Adainiotratioo, not 
III;YIOlt. • Secretary llorgenthau replied be wa~ trJing to a&lce prog­
reee, he atUl didn't aee W117 we can't make a deoieion bore on thie. 
a. o&ido •Let'• take the Soutb African QUIItion.• S•creterJI!ull 
replied. a "lra ha'f8n't got tbe facta, we doll't know What the llil1t&r7 
there wUl need.• Stettinino interrupted: •You M&n that wo stop 
land-leu1nc llilitarT goods toot• S.oretarT llorgantbeu said he 
dicln • t know there ,... acy distinction ucla bata'oen lelld-leaae goocls 
coing tar llilit.aey and lend-laaao goodo aciD& tar civilian use. a. 
cl1dn' t know aey one had set a polic1 that we would coatinna to Mild 
land-leaoa cooda to 1111 countrJ irreapecti.,. at the tact that tha1 
hac! enough to ~ tar tb-. sacretlr1 llorcantbeu aeked SecrotarJ 
Hull it he knew of acy such poliq. Sacrat&r7 Rull oaid 1 •No, I 
no'f8r knew at ouch poliq. • Stettiniua replied that there were oub­
otant1&J. amounv going, including trucks, aoarcbl1gbto . S.creta.ry 
llorgenthau then stated that it was hie undorotanding that there wao 
no dietinction drawn between good• to be used by tbe civiliana aDd 
by the military authoritiea under lend-leaae arrangements . 

Secretary llorgenthau then again returned to tho ~in question 
laying that a decieion would haw to be aado , •Soaebod1'• got to 
make tho decioion• he said, •u to whether or not we obould continue 
to eend goode to Soutb Atric& on lend-laue. Secretor7 Hull suggeoted 
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that Lond-Loaaa and the Treasury get toaather and aubmit the tacte 
upon which they could make a decioion, llr . ll&l.lace auggested that 
was what the c<Dmittee he had appointed prniou.el,y ..... aupposad to 
do, Secretary Hull thought that tho c-.ittee did not need to be 
as broad aa the one that was appointed, 

It waa 1'1nall,y decided that Stettiniu.e , Acbeeon, White ..,. 
Coo ohoulcl prepare a report with recoa:~r.endatio(>S to be eubcitted 
to the sllll8 group on the followin& \Tedneed.,. I t was agreed that 
Jb' , Wallece would get in touch with Secretary Stiason and aak h1a 
to hue either l!r . Patteraon or llr , llcCloy join tha group to make 
the otudJ'. It waa alao agreed that llr. 1ihite obould act a. 
Cbainan o! that coc:rlttee. 

1!1• ... ting adjourned about 12:1.5, echeduled to uet tha 
following \fedneaday at the Vice-Preeidant•o office at 11:00. 

H. D. White 
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STRIGTL Y CONFIDENTIAl 230 

u.s. Treaury Doprr tz..enT. 
D1v1o1on ot .:onotGry ~so:. rch 

FOREIOII EXCH. NOE POS!TIQII OF SOUTH !.FRIC: 

Sur.nr ry 

l. .. t t ho outbrtJnk of 1.r.r in S•plonbCir 1939, South .. fr:l.cr ropor tcd 

holding ~22::1 ,.U.llion of gold. !1<> do not kr.o\1 the• prociso mount of other 

fol'l.1&n oxohrntto resota h~ld by South t.rr ior, r.t thrt t1oo but fron tho 

inforr.•tl.cn rv<1lrbl~ it C?i"'llr<: th~y tot.- ll-'<1 leas th:n ~50 mlUon. 

2 . &:• October 30, l<;'t:!, South :.trier. •• re;orted cola ho:Wtnp !ltd 

r1oo:1 !.0 ~SC2 n1illon, or i>'J &JUO ui~Uan otnce the outbre::l· of lf<.r. This 

1s the lJ 'llO•t knom Jncre: se fo r '-'*" c.:>untl'l· out.s1do the United Str.tes. 

T!oe 1ncre: se in ['Old reserves is believed to represent tlte entire 1n.. 

cre"<<nt ln South . fr1c<' ' s holdlnp,s of fore1rn oxchrn0e rsecte durlnc thio 

period; hol<linto of oterlinc r.nd dollar bolr.ncos rnd of otl:e r foreiO"' ex­

ell( ngo rosotn hove ndnlttedly been kept r t r n1n1mlrl neceosrry to co rry 

on buaineu rnd rro believed to be no l r T(ter in rr,gregr,te thtn t hey ""re 

thre& yorrs ogo , 

) , ln o<id1 tion to the j;J6o Million 1ncretso In reported rold holdings, 

South . frlet t.· a ~>" ~ri< ted (.1{:2 n1.1Uon of 1/.Y. .-held :iouth • frl« n Govem­

nent socurlt1oo nnd r roputedly substrnti:l bu~ W".kno·m ·nount o! Erltlsh­

hold South, frlcrn cold :linin& stock , Tho 0 111 Of thc•e t"O 1terl5 iS rd­

r.ittod by South :Jrior.n oi"ficirlo to bo c, .. ~-s•ro of t/',o inprown<.'n~ Iillich 

h:"s ~rY.~r. ;>lrcc in ~lout!> :.f ric:. •s intern' t1or~t.l rtn:.nci,,l po!!ition since tho 

outbror.J.o or ,,,,r . 

ht.,>t ro<tby T. ·:. 1:1oUer iJcc~Jnbar 20, 19.G2 

• • • 
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STRIGTl Y CONFIDENTIAL 230 

U. S . 1'rotsul')' Doprrtz.cnt 
Divhion ot •:Onoto l')' lloae.:, rch 

FOREIGN F.XCH. NGE POS!TIIll OF SOUT!! :.FRIC; 

Sw:nr.ry 

1 , • •. t t.ho outb,.,nk of , ,r.r in S•pto•>b<Jr 19J9, South .. 1'r1cr roport.od 

holding :.222 Million o f gold. r.o do not Y.no\1 tho prociao mount of othar -
foNign cxchc.n~u rssots h~ld ~· South /.trier. r.t thrt tiDO but fron tho 

inforr.•tion r vc.ilrblo it rpj)i;nr:: th~~· tot..·ll~d l eu thrn :,50 Million. 

2 . ty October )0, l<;'L:?, South .'J'ric.·. •s re)Orted £Ol d holdini'S !led 

n•"" to ~5C2 nillion, or 1>-J !.JW ui!Uon since the outbre::Y or a:-r. 1'his 

is tho ll rgc•t knom lncre: se for r~· countt')' outside the l'ni ted Str.tes . 

n.e in ere: so in cold reser\'Cs 1s believed to reprosent the entire in-

cre,.,nt in South . f r1en •s hol dlnp,s of foreirn oxchr.n~o cssots during this 

period; holdin(.'o or sterlinr. rnd dolllll' brlr.ncoa end of ot~er foreicn cx­

chli1S(O r.osoto hcvc adnittedly been kept < t r r.U.ninun necesarey to c•rl')' 

on business rnd t ro believed to be no 1'1:-tter in rrsregr.te thul \hey ""r• 

three yet ra tl'go . 

J , In cddi tion to the &JfO Million inc ret se In ,.,ported told holdings, 

South . fr1ct II· s :-e.,.: trt.: ted !,162 Million of U .r. .-held South • fri« n Govern­

ner.t socurit..ioc ond r roputedly substrntirl but Wll<no·.n "COilnt o! Eritlsh­

held South , fricrr. f!Old nininC stock . Tho ""'' o f these tr10 H ans is rd­

nittcd by South :.friou 1 officirls to bo r 11o•suro of tho inproverll.'nt 11hich 

h;·s t.r~or. ;>lt.cc ln !louth .'.! ric:-.•n 1ntom: t1o>u:l fintnci:.l ;>o5lt1on since the 

ou tbrcr.J.o of l.t.r . 

UCeonbor <0, 1942 

• .. 
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~ . :louth , friee io the ono ,,lliecl count!")· i n r. position to do so , 
1hieh no fr r •o ''" ~"""'• h: s not extended l or.na or gr r·nted r,l fts to Grer t 

:r1 t:1in ra { uo::nl!i or Cj.n::ncinc thr.t country• o oversert da!iei t . Inate:.d, 

tho records •llv'' tl" t South i.fricr: •s cuntri but.\on h:·o been U Mitcd t o 

erl trln'• cr,Jrcity to PI'Y c r he r •'11lllngneuo t:- recell U.K .-held S<>uth 

,.frio: n soc uri ties . 

5. Tho prospects r re for continued il".prcwo•,.,nt in South . J"ri"" ' " .• 

ll:.lrnee of P:<l=nts !"'Siti~n . Q\ the rne Jv nd, oho rply curt"iled ,.,.... 

chcndlae 1c;>- rt.tl , rcsult l..r\f !':roo the tirht oh1pplnr :nd sup;>l:· s!tu~tlcn, 

lond-lc:.e~ r.aoiot:nco fr<'r. the United :lt.•.t••s , :nt: reduced int?rost ,.,d 

dividund pr)nc~tu follm'inr, t h" occurit;· ropa t rintion opor r ttms doc rorse 

s uth •. rrie:. •v pr;nonts t~ f <•r<>1r-nc rs . en tho •·tll•· r hrnd, J't'vor.blo ;>rl C<l 

:-ncl r:t'!!·•t CiJnditl:-no :ct.· n· nor:-1:;1 tot.r.lo , r.nd \~r•cl, incr.J: sod rocoip~s 

f)\,"n oh1;J;)1 nr POrvicca :..nd r o.ruscc ~x;x:nc\1 t.ut·.~o , r nrl c.~nt:onued ~old j:)r.::­

<iurt.hl · t. \.'1' 1'1.\ol: r j>;.::k lov~ls ClP..,:rl t o t .- ~ncr.Jt nu S ut.h .. tric:. •s rt:c~ipte 

tr·,- r ·:-Hrn ro rrd/"r h·r holdlnrs r f . Nirn oxeh:rr.~ 'ssots . 

, ~it r the ,......,ut.h . frlc"'r o-~V'Jn"7l:nt ~~\'\: ~'C'! unusu~lly ""• .:-r <:A .X Iii~... ur-s .. r .,.. 

l . '· · It no~ nlJ• s;><>nt r~r loss per cr.pit• r r nr ;Nr;> so• durinr tll<l 

Ciscrl l'~· r 19~-a tht.n did the j:<V~m·~·nts , f tllu UnitJd Kinpd " • c·nt<it> 

' r thJ Uni t ud St: ws , but i t bud1:0wd t' sr"ller incr . .: •o I r th·, cur rent 

f'iscrl yor r thrn ai th.Jr ... r the .•th-Jr t hl'\Hl c~~untri.-.;ft . Th-' S:-uth . .i' rlccn 

0 nd ' J~ •' 11' n f •r \,r r J>Urp SUS in the currilnt 
• V>rnnvnt uxpo cto t .• s pc ,. ~v ru '" 

<:Vul\ l.f rll •t~rnco is J:.r.do for t ho Jxtronoly 
fiscr.l ::orr, . r I JO pvr cr;>itt . ~ 

l ,t; et:nd• rd f livll\jl rnd lrcoHO •f f1U1'-!'ifti\S f the ?~pul•ti·n, tho 

( 

• 
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ont1nrtod ;>or cn:Utn r.r.r expenditures or the Union Govomncnt du~ the 

current fiscAl ~·oor fllll fnr short of the forocnat per crpit.- dioburseoonts 

of Conr.do , the United Y.l.ncdon or the United SWtes . 

? . Tho fr.vomble flnnncie l ;>ooition end ~rospcc ts of South :.rrtcr. 

rr.iw inporttnt policy questions for this Oovomtllt<nt . 

r . Should aold held by South ..rrtc~ be trer tod r s P'.rt of 

I:!:Ut.in•s gold rnd dollr r naaots? 

If the t:-360 mllion of gold r.ddod to South Urtcr '• 

re;>orted reser\'l!s si.rce Septonber 19)9 hlld been mde rv,il­

rbl o to th~ United K1f\Cdw, tM!l I:rttnln would ~rvo !K,n 

rbl o to finr.nce thrt rruch r.10ro of hur r,olci rnd u.s. 
<lollrr needs to the :>rooont tin~ or elac hor fOld md 

U. S. doUr r hol<!inrs ,-ro·•ld ba :.)60 n11llon l rrgor thrn 

thv;· "o" '"'' • or , l.J b1ll1.on 1notord of r;c::JO ::1ill:on 

( :xcludmn t!>J 105 mllion or c~lri· n cold} . South 

,.Irle( •s r~t.:mtion of p:·.rt o f h.>r r.old output. ory ~mit 

Eri Ush :.:.tpi ro countr1<>s rs t mole to r cqui rc l r.l'l'• r 

... s. <lolL-r exch•'llf...t holdin~· tlr.n if tli> cold wr~ '11 

tr:.nsr J rr~d to the Unite-d l.J ~don . 

b. \ ,h:1t should our Land-lt.r.s~ policY bu_tonr.rd South /.frico• 

L·md- L-.·""" oxports t o South /.frtc< dl d net c ssu"" 

substr.nt.l r.l proportions until .~r.y 191.2. Sine• thc>n, '0 

P" rcont of our oxports to S<outh ..CriC( h/lvo l>~.·n on I.::nd­

IJ,~sa :-.ccount , ::11 on c- n~,n-~1rtburarblo br.ois, :.nrl :'n~ 

•• • 
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ht.l! of tlwso through Sopt<mlwr wure nv~ll t..ry 

itJr'"'• principr.lly motda., Mtnu!ccturoe Md ,.,.chinory , 

It is our undorsknding thrt '11 oilit.l!'l' sup:>li!!s, 

r.I •Jtrl nrnu!ncturus rnd stool ~ulnp, to South i.frlco 

rr3 n0\1 btJtng ohtr.incd undor L.:.nd-Lu•.so . 1 o und ..:rst.-··..nd 

f'urth;;r tl•·t tho ='""""t int"ntion ls 1¢ ' Xtcrd L-"ld­

IA:~.so ·rsictrncc t<> C<>Vvr o!U;rmte !Jf lubrlcrtinc oll$ 

t.\.· t.h<J t1ishvs v f nM~' ~1bJra ot t.hJ S~ uth 1 frlc.:-.n 

Covcrn..,~.mt; t~rt 1 t j 5 bainy d yr\U in pt:r:nu.nco .>f tho 

>d•hcs .,r the Dritish Gvwrnr:>:~ntJ r.nd thnt it rilly bo 

buins usCI<l t s t. r1001..• of :>btcininf, .otlumliso unt VIlil~blc 

au,>plics frcn tllis country noJdod t ·> OJ>-Ird• th~ 5< uth 

: frl ern rvld ti!i.nos . 

It is difficult tr und~ntlnd the· .•uatific•'itn <>f 

s•ndin& :)J2 oilli.n ~r L.md-L.:rs" r• ds t tho :•n1 r. ·I 

~ '\l~h trier in vinr r t.h.:: incr~'l s1nr c,~ld r~scrvJ:S, the 

r- n"r~ll;· ft.V"roble intam:ti nrl fln:nc1rl p. sltl n, til<: 

rclrtiv\..ly 1<.•'"' \::" !' ;J;{t).::tdituJ\~e rnC: t.lu m1r..tr wr r cff~rt 

::. f tho c .. untz;r. 

233 
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FOREIGN EXCH. NGE I'OSITial OF SOOfll . .FRICJ.• 

i . fo!Yisn Exehcngo Position of South . .friar, rt tho Qutbru~k or :.nr. 

On Soptombor 1 , 1939, South •.trier. roportod holding ll:122 million or 

cold. 

OthJ r foroicn oxchtlnco r.ssots hold by South : frioe r.ru believed to bo 

sw.U. ..o do not kno11 wh.:.t they amuntcd to in !lvptumbo r 1939, but the in­

ton=etion r veilt.ble indlc::tos t~~t they totrllod t ho oqu1VDlent of only 

.>4<H.LS ailllon ~• foUom : 

(In mllions) 

Db counted foreign bills., .... ., •••.••• ., ••• I; 28 
J 
J 

5-10 

PzlSJ rve SMl< bolcnc<~a held cbrocd (oa t , ) .. .. 
Priv~to bal mces in u.s ........ .. .......... . 
Ov~r• ~•• long- t orm investments (oat, ) •• .. .• . 

Total • .. . ...•. . ... . .........•.... . .•.• . & t.0-45 

Tho l'iguru of di&countod bills is th o nmount ropo r ted held by the South 

,· fricr n Rcao rvo !bnk on Sept embe r 1 , l 9J9, They opprrantl y consist l nrgoly 

of atorlins bills end constituto n second Uno rusorvo used to m>ot cxtrt­

ordinorily lt rae d=nds for pc,.,nts to !oroignora. Tho Govomor of the 

Ros<.rva &-nk in his r.nnud r.ddross to t h.> atockheldero in Ju.ly 1<;40 , svtod 

tiV't thu llt'nk 1'-.Us bocl< on thas o discounted ovJ rs .cs billa "rhcr.av~r '"' 

h.·vo) to oout oxtrn lnrso da:>Lnds tor s t url l nc, tor i nat.:nca m"" mning 

dividends 1\t,v., to bo p..ud . • 

*Propcrvd by T . H. K1stl or 
Tror.aury Dopcrtownt, Division of )!onotory Roaouoh 

Uccombur 20, 1942 • 

7 

• • • 
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The estimate or fiese rve Bank balances held abroad at the outbreek of 

WDr is baaed upon figures, published in the annual rej>Orts of the Reserve 

PIVlk, or Ra•erve flank balances held w1 th cvet'llooe central bonks and or 

Reoorvo £link bal&nccs empl oye<! unrler tho gll8rcnteo of tho f&nk or England, 

cs or J.lnrch ;n, 1939 end l!l:rch 31, 19~ . Tho bl ltncos roprcsont tho B!:nk• s 

"ovdl'SwCS till money" . The~· <!rc kept z:t • 1'11nlmw:1 con31otent mth efticlent 

opon:ticna . 

Thu ticuro of Sout!• .'.Iric::n privr.tc b.,1encos 1n the Unit:<! St<t:s is the 

cnount of do:.-oei ts ro;>ortcd r.old on Octotur 11, !9)9 b;· b<.r.ks l n tt.c Second 

:'odonl Rusurvo District for tho cccount of 3outh At'rlcc.ns , :n:· l:<tlanecs 

which nr.y h&vo boon hol d r.t th~t tin.• by br.nke outoide the F"dor.>.l Rusorvo 

ilittrict of llot"l Xork for South I fricr.ns r.ro th.oucht to hr.vo l>ocn St1llll. No 

l>PlrllCOC lNt"(.. thlln hillel b~.t tho Fudorcl nus02"VIl ~Mk or H1JU ~ork ror tho 

MCOunt of ol thor tlhl Gowrnmcnt or tho lieso rvo ll<'nk or South 'frict • 

Tht. Doptrttlcnt of C""""rcc ostitl! t-.e till t to or 19)7, residents or 

British , frict ht.ld Lbout $.)million or lonr-t orn inv.,.t.acnt 1.• tho Unikd 

St.:.tc·s . (R?ports cr.do to t he Trouury on TfR-)00 CoJN 1ndlc:£t<! t111ch llrgor 

holdinga ; prclilll.n< ry os t innt<Js of u.s. aacurit! >11 hold ror South ;rrict·n 

cccount on JunQ 11., 1941 tot<.1 Sl9 Dillion. It is ..x,.ctod thrt so:o pert 

or tl~<: ltrru diacropcncy hct .... cr tho Dupnrtr>.Jnt-or-Com t 1'0~ ustirl: k end 

th•> fl&ur•>O Nportud on Ti'i>-)00 fotTIS ro;>ruounts th• t r rllS for of Prit!sh 

tnd Euroi)onn hold~nrs or foroitn .::as..tts to !jou th ;.r~ ccm r.ccount.3 in ordor 

to prov\olnt t.hoir cr Jturu b:' tlu onun.,.. or, ~~rllC:lB , cvoid their roquioitioninG 

!or sclu by thv l!rit~sh Gov>J m."''.Jnt .• .ny auch holdinf" lT®ld, of coutsJ., bo. 

•• • 
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coNiid~rod by tho J.ruriecn roportl ng institutions na hold tor 1>outh 

,.tricrn recount , a von though thu ultirvto bun~f1c1tri"a ruside outside 

thr.t country, ) 

Sou th .. fricM ovuro""" invcstronts out~ldo tho UMtcd Str.tus ''"' b..~ 

l1uvcd to bv n,-gl1&1bl o . EstirT.tus , prup: r ud by thu South , fricrn Gowm-

a .nt, or th: t country ' s b::~o of intum r.tioncl pryncnta for the yccrs 

1'))4 - 19)7 inc ludo nothing for 1nton.st rnd dividond 1\:ouipts an South 

. .fric:.n 1nv. cti::Jntt 1n ov..rs~cs industrinl nnd finc.ncir.l v..nturos :nd only 

$)00 thouMnd to t l million r yec r f or iroto"'ot on oblier tions of O'"'"'" s 

~ovomronta hold by residents of tlv t country , Thaoa fi~r.a Cor.tJ'<'r<> to 

ostimc tod 1nt uNst end d1 vidond prymente to !oraiJUlurs of $90-1>95 mil lion 

nnnunlly during this four yor.r period. 

B. Prosont Foroign E><chongo Position of South I trier., 

On tho llltest r oportin& dc,te for which r10 hrvu 1nfon.~r.t!on , n:;,oly on 

October )0, 1942, South t..frier •s rcportod gold holdings totr.llcd S582 

r.lillion . Tl\:..t is, South . .trice: hr.s i..c:N<oacd ita known gold roserw ovor 

onu m d ono-h."lf Uou:~ since Scptoobcr 1?)9; thia ia tho l::rgost :.cknonlodgod 

1nen.:3J durin£ thio ;>vriod, both 1n nbsoluw <.nd 1n rol:Uvo t • ms , for rny 

country outeidu tho United Stc:tcs . 

Tho uniquonoss o f South • .fricr. •a position liua 1n the fr.et thnt !~is 

thQ ono .. llio~ oountry in r. position to do so Y:hich, so ft r ns no knOTt, hrs 

not oxtondod l oc.ns or gr<.ntod cJ.tto ~o Onu' t Dri W n. Tho incr<>c.so i n gold 

resurvu is buliovud to Npresdllt prnctic:lly ell, it not r.ll, of the 1n­

crer so in South .J'riec •s holdings of foroign cxelvA>~• rssota sinca tho 

•• • 
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outbror¥ uf w r • .• e lmon t.h:>t South :.trien •a hold1.111l8 of sa:'Ol e:w~orioa 

of foreign QXCh"llJO MSOts othar thr.n ~Old ~ re 1' 1'8~r todr.y thr,n they lrore 

in Soptonb· •r l<jJ9, but tho infom~tien r.t hrnd in<\ict.to• t.~t:· t on lr.ll nee 

South .. trior •s hvldlngs of foroigro oxohrnfl(J rootJts, uxcl usivo of r,ol d , r.ro 

roughly one- t hird s~r~lor tock.y t hDn thuy ""~'<' thrvo Y"' rs qro. TM in-

cr :sus "hich ht"\'O oecurt'\..11:! in th(.~O tlSI~ts S t1 tJn t u hove b-J~n dietcted 

entirely by South . .trice 1s need f or lrrg<>r >C'J\cin~ b.~ll noes cbror.d to 

hrndlo owro~c.• tn.nsr ctions undor chrngod c<l'ldi t ions nro,.mt by "'"' 

deulolJC1onts . 

South /,!ricr. •a holdinss of f<>roigro oxclrnr.u 'Sn••ts utho~ thm r.ol d : re 

oatir.1rtcd t" lx> u . !ollor;s: 

(In milli, ns) 

nooo rvu !lrnk klrnco hold ov-Jrsor.a (cot. ) ... C 9 
6 
5 

Oth ~ r ~lu..:os in tho U.5 .. .... ..... .. .... .. 
D1•c.:untod fo rui gn bills . ..... • .. • ........ .. 
Ov~rsur~ l ong-te n. invootnonts (uot . ) • •• ••• . ~ 

Tot...~ . .... ...... . . ... ... ........ . . . ... . $2s-JO 

~3 .J r"V<J B;nk r.c.lr.nccs licld Ovar:s.l::S . Th " ost.irrto of R..,SJ;l'VC ~ 

brlc.ncoo ruld ovurs~r.s 1s tx.oud u;;>->n fisurvs jNtlioh Jd in thu cnnuol "'""rt 
vf tho k<•s •J rvo &n" f ur thd fisc~~ y"L r ending lk rch Jl , 191.2 rnd U?•n c!Atr. 

rccoi vcd fr<>o tho Pedurr 1 R~s~rv.: &.nk ~f lfu>l Yo rY. • H is C<lnprised ~r 

lils orvo F . .nk br.ll.nces held •11 th ovors uc • oun t n .l ~nks t.nd .>! Reserve &nk 

br lnnous umpluyed unddr the gur rcntuo of t he &nk •· r l::nglond • 

Tho throo- fol d incrocse in those ovo,.,ooe ~· rrvu &nk b~lrncns s i nc e 

thu outbrork of >:~~r is rcc~untcd f or pr1Nril:r b)• thJ dopl'siting cf fund: 

~ .. • 
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w1 t.n t hU N•" Yurl< Fede ral Rosorvo lll'.nl: in ~no 1940, Tho balance 1n this 

nccount hos fluctur.t ed ~nly e. f vYI th<•usr.nds >f dollars frt'::l woek t .• r.ook; ( 

it hrs buon consistc'ntly reported onoh v:.ol: t~ bo nb., ut ~S r.Ulllon. This 

dujl<sl t r:as nndo ct t he til,., of tho shift in S•uth . fricn• s s ou rces <•f 

supplies f r cort::in csscntir.l &< "<<s rron FA>r po t . tho Unit<:d Stctcs . The 

es 1s tho c.-su vf the S->uth d r icnn R.:>o~rvJ lll'.nY. lnlr.ncoo bald in l.'fl<lon. 

Tho incrv<.su in these ktt::r bclr.n:cs ""l' nlso hrw b." n pl\.npt<.od by too 

rise in tt.l) v· luno or Cin<.neid r.nd busJn.:oa trmsr.ct<.tns e.•nductcd b• h ·oen 

S.>ut.ll .. fricH r.nd tho Unitt.'<! J;incdcn , .. lt.n.·ugh roportud t<- nuetuz:tc llidely 

fl'< rl dr~· t u doy, t he bc,lon eos h<>ld in L:mcl,•n by tho S,•uth J,fricr.n Reserve 

&nk r.t thu ond .,r eneh vf the l rst throe fiscal ycr.rs ohJf/ r. stondy in-

CrOl'.S• 1 ( S f , llc•fiS I 

t .tJ of (In r:nlli·n•) 

Urreh )l, 1940 .• •• • • .. · • .... · .... • • • $ 2.7 
) .) 
) .7 

19Ll •• 0 0 ••••••• 0 •••••••••• 

1942 •....... 0 •••••• 0 •••••• 

Sou t.ll , trier.n Jl>oocrvo Br.nY. bdmcns hOl d <•utsidc tho United St· w s rnd 

thu United Kln gdc'T.l dr net su<.~n v luw» incrc: sud s i nce SCptonl»r l 9JJ . 

This is 1ndicrtcd by tho figures bcl<t: ,,r S Juth . triet.n fulurvo Br.nk 

brlmcus hald 11ith 4Vorsc<'.S ecntrr.l b.'lnkS -- i .o ., South :.rrie::n Ros • rvo 

PMk bnl:.nc~s huld uutsidc <'! l..ondvn . 

• 

•• • 
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~outh l.trican noocrve IJQnk eal£r.cea Held 
\11th Qyeraeas C<lntr-...1 Canks 

Hold •·1 t h l!e" 
Yorv. Fedord 

fUt:~crve 
Total llnnk 

(In thouannds ) 

lleld m t h nll 
other OHJrseae 
Contral llarl<s -
i . e ., ont sJdf! 
U. S. and U.K. 

>!Drch )1, 1940 •••••••.•••••••••• $ 652 t. -
5,0)2 
4,991. 

1941 ...... . ......... " 5 , 6111. 
1942 ............... . . , S, S76 

Otl"'r Short-Term r.U.Cnces Held in the UnH<td Stat.cs, This itel:l includes 

all ot her •hort-term banking f\Jnds report4d held in tho United States ror 

too Mcount o r South /.frica . Tile fl guro is tdccn f r o:.1 cDpital covcnenta 

det.< report ed to the Trensu rr by t ho tr.olvo FcdorDl llvsorvc P..:mks . It Js 

tho sul'l of !,4.1 mlllinn of bonldn& f\Jnds roportod hold for S· u t lt .'lfrlcr.n 

account. C'n Oct.ob--Jr Jl, 1~1.2, b~· br ... "lks, oth"r thnn tho Fcd&r:tl Res':'rvc Il-;.nk , 

1n tho Second l'UdorDl Reserve District, n.nd of (,1 .7 nlllicn of bo.L:ll\Ccs 

rc:>ortod h~1d by all ronks 1n t ite othor ol ovon rodoral J<eocr ve il>Stric t.v 

on •·\lJ'\ISt )1, 191.2, the ~tost w to for t.hich "" hcv._. d: 1.< .. 

!Xluth 1:.."r1e:m s!:ort-tcrr: tzlr..r•ecs in this COW\t.ry outside the FOO.an:l 

:.uourv.t L:-nk of lluu 'lurlt ht.v" lll:cwc~ fluct\ll\tod llt U<> durin~ the )l<JMOd 

for 1 hi ell ..., 1u v~ C:ctr . The t.:blc bolow """" forth tho rvcilnble Tr>,~sury 

erpi tt"l rnovo1nonts dl- t n on South J1frictn Bhort-tHm br.nk1nf{ funds in tho 

UnitJd St.ctel's , on r. qucrwr~· br.sis fo r tho !"Jrind Qc tob:. r 19)9 - Juno 1942, 

' .nd 'llonthl.y Juno 1942 t.o d<.t o: 

( 

• . -
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South •.tricr.n 
Rcs orvo B>nk 

Deposits 1'11 th 
lf .Y.F.R.B. 

1939, Oct . (11 ) ........... ... ~; 

1~1.01 lk r ................... . Juno................... s.o 
Sopt............... .... s.o 
Doc.................... 5.0 

191.1, ltr............... .... . 5.0 
Juno................... s.o 
Svpt........ .. . . . . . . . . • 5.0 
Doc........... ......... 5.0 

19L2, Mer. . ............. ..... 5 .o 
Juno...... . ..... .. ..... 5.2 

****** *****' 

1942, Juno .......... .. .. .. .. • 5 .:i 
July..... ... .. ......... s.J 
I,Ug ., • •• • • • • ••.,. • .. •• • 5.1 
Sopt........ .. . .. . . . ... . s.1 
Oct....... . . . . . . . . . . . . . 1...9 
Nev.................... 5.1 
Dee. (9)............. .. 5. 2 

Othur Soutb 
l.tricr.n do­

posits 1n 
N.Y.F.R.p, 

(In cillions) 

$ ) . 2 

4 .7 
5.4 
) .5 
1.9 

2 .9 
) . 2 
6.2 
).2 

5.4 
2.8 

240 

South i.!rienn 
deposits cut­

side N:Y.F.R.D. 

1.0 
.8 

1.7 

The QCnt hl;> f igures s hom ! or Juno )0, 1942 t.n doto ~ro not strictl y 

CtQ)X.r::blo 11ith thos e sho<m tor tho o::rl!ur period. T:lo qur.rtcrl.y tiguros , 

Oc ~obur 1939 t hrough Jww 191.2, cowr on1:f do posit s r o.,.,r wd hold by br.nks 

1n tho Scc<•nd F•'<l<~rol Ros" rve Di strict . Ths m.'nthly ao rios ~r d< u. since 

Juno ) 0, 19 42 cowr e ll sh~rt-to!Tl br.l1k1ng tllnd s n oport<>d hold 1n tho Unitod 

Statue for Swth ,,fric .. n <.ccount . ;:'""over, bocnuae of tho >~idor definition 

of •ruroil!llvr" to 1.11cludo •all thi>SO in thu United Stutes (oxcopt other 
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roJ">rting lnst1tutioos) to t lu axtont thr.t the~· r ru nctlnr on 1>->hl>lt of, 

fur tho account of, or r~r tho benefit or , institutions or individucls 

dur.licilud ,;utsidu tho Unitod St<ltJc " , tho figur<ts r opor t<.>d t .•r Jill\'> JO, 

1942 "n'" rd inelu <t.o ""'to f'unds "hieh Yl&r a pNviously trc~ ted by t he report--
i ng insti tutivns ·~ d (l!lKlstic . This is b>m • vut by thu fret thrt !2.9 

odlll.-n ' r t hu '>J . l r.Ullicn dift, rcneu b .. t ... t n t hu M<>unt rcp.;rtud held 

f . r S.'UUI /.trietn r.ce-.unt by banYs i n t ho :;<>C..nd Fodorr.l J!os~TV!> Dis trict 

<n the ' ld unruvisod rcp..:rts : e of July 1, 191.::! nnd tho rnow~t r:!?crto:!d 

so h<l1d en thu revised f~rDS cs ..r ,IUnu )0, 191.2, 1a in s<-c,llc'Cl • ffieirl• 

runds . Til', dofiniti~n c-r "" ffie:lu foroic:n•• r ecount w.s bl\'t.doncd t. • in-

eludo !'lind:; of dipknr tic md consul.nr ostr.blishnonts r,re. nll bmnchc• ,,r 

do:r r tronto .'r tnroicn c: ontr.~l rnv.Jrnmonto , ouch ro v: rlrms ;#~nistri ~o , 

oth .. r r~c~.m t.e cnci t"ftt;nC1'-'~ of t ur.:ign cuntn.l f."V..tnutliJnts, includin~ pur­

chrsinr. ec•IT'i ui"ns 1•<:: ted in u.~ Uni t...<d St.t.t· s; und·IT tho old definition 

:tuch do~s1 tc w~N tr _:-.tcC :-.s dexst1c • 

l'rl<·r t .• June JO, 1942, tlw '!'rvr.surr h:C: n.• drtr •t s uth. fricrn st .. rt-

t<lm bt ri<! 11& f'uncls h<tld utside the See<-nd ~orcl. !Wsurw District . /.JJ 

tho Fb ovv t t.t:J.v indicot, s, the btlrncos •·"' prul:rbly <f insufficient 

Thn•u c.•nsist prl.r.Vril)l, if net cnt! roly, 
Oiocount od F.:r.>ign Bills , -a• 

.r Pri tieh Tror.SUr:' bills held by tho s •. uth ,,tr1orn P,• so l'IC Ernk . Ro-

ll t t i n d tho rrt unt hold du r1 ne 
P rtt..d eurront h1.. ld· nr:s : rc 1nly l" sr:r rec " 

h 
• '""th t w' ,•r t.hNo oxco;Jt ,cns , rs~.,ci:~d v.ith 

tho v1 rl.y , nths ,•r t c t'l,.r . ·-
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1r rge oen1o inter-gowtTU:ICnt tiMJicing oporeti ona, the Reservo I?anJ.: •s 

1<0okly reported ho1d1n[:o or discounted foreign billa hovo not pass ed the 

M lllillion r:~trk ainco tho Swnlr ot 1940 ; during tho tiret three contha 

of tho current ~·onr thoy ""'ountod to only nbout &1.5 milllon. The r.10st 

conspicuous axeeption '""' in the 4to !till of 1941, rlhon ho1dl.ngo 'I!Oro 

tcnporerily i ncro.:>sod 1.n connoetion 'ld.th tho lrrgo ropotriation ot Britia~ 

hold South /.trieM securities; the moclwlcia ot thia opor.:tlon ere describe~ 

in Section C below. In snot oor instllnce, c t the cloao ot the fiscal y·~r 

1942, tho Bcnk '• h oldi ngs woro tooporsrily i ntlt.tud by tbo in...,. toent i .n 

Britioh Tronaury bills of funds trenstorred by Unitod Kingdo::~nutmritieo 

t o rnco t BriUah wor expcndituroo l,n tho Union . Thill is tho expl.cnrticn 

given, in tho t.nnunl report of the Rosoi'V!J llnnk tor tho fiscr.l ycr.r onding 

Mcrch )1, 1942, ! or tho i ncrcrso 1.n tho T>Mk •a holdl nr.s <"f discounted 

roroif:n billa on l'r rch )1, 1W.2 ovur Jfnrch )1, 1941. Tho ottoct of thia 

is rotlcetud in the f olloll'ing ro;»rtod tigurua or t ho llos >rv• llonl: •• IY.>ld­

in~ of diocountod foreign billss 

(In .UUons) 

Urrch )1, 1941 •.... . .. • •......... •. • • • · · • •• • tli 
l.I:..rch 27, 1942 • •..•• •• · · •• • • ·· ·•• •· · ·• •• • ·· • 
Unrch Jl, 1942 .... · · · • • • • • · • • • • • • • • • •• · • •• · · 

"pril 2 , 1942 ... .. . ... • . • o • • • • • • • • • • • • • • • • • 

J.pr11 10, 1942 •. 0 ••• 0 •• •• ••••• • • 00 ••••• • • 
0 
•• 

April 17 , 1942 ••. •o • • •• o • • • •• 0 0 
• • •o•• ••• •••• 

A.pril 24 , 1942. 0 •••••••••••• 0 • ••••• • •••••••• 

Mny 1, 194.2 •• . • .••• .••.••.•• •.••••••.•••• 
ltkl.7 29, 1942 •.• .• 0 . 0 ••••••••••• 0 • • •••• •• 0. 

2 .9 
1 .8 

24.2 

20.4 
18.2 
9 .1 
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Ovoroors t.ong-TJ rm Invcst.r.Jt:n~. Thie 1a ttw 01100 eoti~Yto given tor 

South ~trict.n ovoroucs l0111t-tc m 1nvoet!Jonta r t tho outbru<k r.f the ...,r . 

\79 hoVQ no turtho r jnfomr.tion on t hte iton but 1t 1o bellev<:d th·t there 

hr s boon no algniticcnt cht.npl durin« tho P<'Ot throo yvr.rs. Forcip.n nseeta 

ot non-South I fric:.ns t\..'\Y h..~vo, r.s llu 1ndic.~tod '- bov'.J1 boon tlT'nst.:rrod 

to Son th J!ricon :.ecount:l since Sopt.,l»r 1<)T,, but r.n;· such trrnsf"ro do 

ll<'t ~nvo1v<> rn in;>rov"''""t 1r. S<luth :.t~c~ •• 1nt" ::nr.t~onr1 tin:nci::l posi­

tion . Ll.!:: Cnrr.d.1 r.nd o th<>r d~btor ccuntri~• , :lc.uth Lfricr. is ox;x>cted t o 

hrvo doer .r.a"d 1 to toroign in<!cbt..'<ln"ss 1N>wr.d of inerc~sln!' its """'""'" 

l one-tom 1nvos tazntu . This ioprussion 1o oup;>crt.>d 1>:• st.r.t: n.,nts N do by 

otrie.ir.ls or tho c 11ntn:;l b:·nk :.n<l g~wrnr:wnt. In tho rnnurl ro.X>rt for the 

fi:lcel yvt.r " rodir>« l.::.rc h 31, 191,:1, t h<l ACIWm<•r Cit thn llt'.nk st.r.tos t hr.t t he 

ropr tri< tion ~pon:;tion i n Docuuber 1941 hr.d •• ·•"'MOppud up • t ho bulk ~f our 

t:.v~rt·ble t>ru.nco ..,r pr.yncnts f t·r the ~·onr rn<l < • tho Uni on I'll')' rerJ'in in 

this hepl')' p..ei t i.n for & long T.)!l1o I !\..J"' tho Guve ""'.nt, >!unl.ci!l<'liti: s, 

Public 8.>dioa o r prive t c i'in:a tdl.l f oll.>w up uat yo: r•a cJUm;>la rnd uso 

l ce:l tur.do t rc40~'l Sc.uth ,.fric&n llr bilitiaa ,,voraoca . • 

C · l!.Jprtr1c tirn < f ovorsc..,..lti !<: S.outh :.tricr.n :Joe uri t I '" • 

s . ut h • .trier. b:. ro;n: t w .ted ~162 uilli •n ,.f u .r..-t>old ~ .uth : friern 

C<oNmront oucuri t1as r.s rtcll rs r. oubst:.ntit.l b11t unkn,..,., rr. -unt cf U .Y- hold 

S Th,, <,nitir.1 !'Ot~uct.i?n i n til..J Uni~n O.wl.!m-
•lut h .. fricr n cnld r.Un:ng stock . " 

nont •a ur.ton1r.l dvbt "'-" 3feotc'<i in July 1940 thr.oufh tl"' rop:.ynont of • 

h)2 n1111('fl t;...,v,u·rr\l.mt iesua 'fih1ch ootuJ\)() in Lc.ndtm . Jcupc~t tJr~s rvde 
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fr.lrl tlw 5.Juth I rrlc: .n l:~survv &.nk 1s h.·ldingo , t , vore"~" disc,•untod 

bills . (:l~• t<.bl<.• on P.'ll" 12 bol<>l':) . 

Th~ aucond vt.ricir.l ropr.t ric:tic..n ..>pon·. tiJn t...•k plliCo i n Doccr.tbur 1941 , 

It l•rs tho C<~UntorP< rt of t hu Bp.Joinl s c1o d t.l:JO t:tillit:n of 101d to the 

llnl.ted Kingdon . (Under the lll::lerttency Jl1ncnce of Septenber 9 , 19J9, the 

Union Oovemnent, : s f r a1 /.uguot 31, l 9J9 , bo.lya throllf!h the South lfricon 

lese~ llMk nll the gold produced 1n the Ol'uon . ) , a the continued rise 1n 

Sout h . trier. Is gold resenes perlts r. repetition or thia t~U~U.ction, i t 

nr,y be ~-orttno.hile to revi"" tho di.ttorent steps tnken, r.s reported by the 

South , !ric:.n Reserve llr.nk: 

(Q) Tho South i.fricnn Reserve Fr.nk took ovor the requisi­

tioned u .K .-held securities r.t tho price p.~id b:· tho 

Br.nk or cncluld, in p:.)'nllnt ror t ho ~l:JO nilllon of 

gold trnnsferred to the British Oovornnont. 

(b) Tho South /.fricM Trer sury issued r .);( l o.'\ll in South 

:.rn.c:., the ?roeeed.s ot ,;hieh ~ ro orm:ut:cd !or the 

purchr.sc troa th" lwserw lk.ti< o! the Union stock 

r.cquired by it in LondO!\ • 

(c) 
the 

,.., those """ 5 ucurit1es 1 ro eold in South : t ria , 

Tnmsury r edeet:l8 the ropl tril tod stock hold by the 

1\!aorvo l!t>nk. By t he c l ose of ••uaust l 9L2, nll but 

b31 million of t his •ox-London • stock hl>d b<lon ropur­

ctvo.aed nnd cancel led by tho U.Uon QovarT\l'IO!\t . 
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In tho J..ost t.nnllll1 report ot tho South i.tricon Ruorve 

llrnk 1 tho follonin~t r.ccountinR 1a Riv"" of the tllcol'lhe r 19~1 

ropr trir.tion opc>rr. tion , na ot U:: rch Jl, l9L2o 

South .. tricen P.csPrvo llr.nk hr.d ;>oo rch~acxl 
(;l2S c1llion or U .K . - hold Union Oow m-

(In nillions) 

Mnt stock for •• ..••....•.....•• ... .. ,........ ~ 1)0.0 

Of tJ :Js: r.txNnt, the Trc:-.~~,, by ;~ rch )l, 
19L2, htd rotir.:>d out of ;>rocoacb tron t ho 
C(.l o ot tro no11 i.otomr.l l o::n "xl out ot 
1ntoroat. on thu non-redeot>..'CI •ox-London• 
bonda, r. tott:.l ot . . ... ............. , . , , . . . . . . . 62!7 . 

rue loL.voa the Ros Jr VC Frnl< •a hold in~• of 
•ox-Lor·clon" stock, r.s of J{:. roh Jl, 1942 r.t .. .. (// ,J 

Ott"r etoc~s hold b:> tho R'so rvu IJrJ\k na of 
Itr rch .)1, 1942 totr.llcd . .... ••.......... ,..... J.ti 

Vuluo or 1nvus tnonts of tho Rueurvo Fo.nk, (II 

sho•m in the ~JU\ud st.t.t.unont of r.aauts , r.a 
ot ~~oh ) 1, l9G2 • • • •••••..• ••• • •• •.••.•..•••• $ ?4.2 

Bot h ofticir.l ropctrir.tjon oporot1ona hr.vo " ''"n ol~o rl71 nnd so tr.r 

~• "" ~ now, tccun- h l7 r efi•><:t.c-<1 in tho public att.t."l"'f\U ot the RosurYe 

f1'nk •a roauto . lhia 1s due to tile dur.l 1\lnction P''rfor:ICCI "' t he Res•"" 

frnk - nrnol7, r.s depoaitot:· or t ho officir l t oro1.,-. oxchr.nr~ csse ts ~of 

South . trier on! ~.ll the Forcier. ExeiVI~O Control Bo.· rd , 

Tho t: b1o bulo>~ eivcs tho Roocr w JlrJ'k 1o holdinrs ot cold, diaco\0\t\Jd 

f cr l i('!l billa r.nd lnvcsttt<Jnt<l "" of verioua dr.t.ua , aoloetud to rov":.l the 

rol~ ot tho lf'lsorv.J ~"' nl: in ofiici:-.1 ropntr1r t1on o~Jr:-.t~ on:; • 

• 

( 

•• • 
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j.n of tlte las t "'!Okly 
reporting dote in• 

19)9, .rc.rch .. • .................... 
4'.u.suet •••••••••••••••••••••• 
Decet~~.bcr ••....•...••.......• 

19, 0, ~reh ......................• 
/.pril. 0 ••••••••••• •••••••••• 

ray . .. . .........•.• •......• • 
June •• ••••.••• • ••••••••••••• 

July • •••••••••••.••••• • •••• • 
J.u tntS t . .... . ...•.....•..••• , 
September •.••••.... • •..•... • 

October ••...... ..... •. , ....• 
Uoveaber • •....... . . ....•..•• 
December •• ••••••••••• • ••••• , 

1C:41, ilnrch, •.....•.. . 0 0 0 ••• 0 ••• • • 

~oo o. o. o. o o o •• o o ••• 0 •• • ••• 

~oucust • • •••••• • o • o o •••• ••••• 
Septer:lbor •• 0 0 0 0 •• 0 ••• •• ••••• 

Octoter .................... . 
trovoz:sber. o • •••••••••• 0 0 0 0 0 • • 

Docoa.ber •• o o • 0 • 0 •• • •••• 0 • 0 • • 

l 9L2, !:arch • .••••• 0 0 •• 0 ••••••••••• 

June ••• ••• 0 •• ••••• • •••• • •••• 

Septen.ber • .••••. 0 0 •••••••••• 

Oot.ober ( 2)) •. o •••••• o ••••• • 

" 

Gold 

221 
222 
249 

272 
279 
298 
)02 

)OS 
)08 
)14 

)28 
JSl 
) 67 

401 
427 
4)6 
4SO 

422 
1.00 
)66 

m 
468 
SS2 
576 

Discounted 
foreign 
91llo 

(In milli on•) 

* )Q 26 
)2 

)2 
)) 
)) 

6 

6 
) 
) 

) 
) 
) 

2 
) 
4 
s 

47 
78 
1 

2 
4 
4 
4 
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Inwst­
ments 

6 7 
11 
10 

10 
7 
? 

'R 

J8 
J8 
J8 

) 8 
l4 
l4 

7 
6 
7 
7 

? 
? 

ll4 

?9 
4) 
28 
28 

Public utterances o! South {.trican Qcve"""'nt and Reserve Bank otrici lls 

rt119al a s trong desire in high governcent and !1Mncla l ci rcles to take rull 

advantage or the present opportunity to r oduce that country' s extomal 

dobt , Repatriation operations aro viellod bo th a s a stop toward i nte i'­

NltlQ'Ial !i.nanciol aecuritr, and u a " '""" or cotlbatt ing t he threats or 
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inflation wl thin the Union . Tho replnoO<•cnt of exw mal dobt by intcmd 

iosuoo 1 drcns f rom tro publi c oone:• llhioh llould othcmliso be nvrJ.labla to 

spond on eonoumpt ion goods. 

Tho obsonco of Of11' anti. on tho =urU-oC- non-Gownur.cnt Sout h J.frican - . 
St.O.CUrl tiCS l"~;'>Gtrinted Sin CO the.: outbronk of \'~rJ !)TCCludes brin:::!ng 

e~ t1~t.e:s of toroi{71 invcstncntn in Sout.!\ . Cric~ u.; to ~:-tn . Pu~!rd 

<!Hr L\"..llr.tlo on t !J» llnion Gowmwnt•s oxwm.•l debt sho" the~ H !w:s 

b<:on reduced fron t!"' cc:uivdcnt ot ;.425 uill!o: . on :rrch Jl, l~LO to 

t.huJ'\1 J,n4 l:~C-.!11 nothir.C: to c:1enco t.!lj s l'i CUM eubatrJ'Iticll~r siN: C! thr.t 

l<. t.tn dt. t.v . 

Estir" t os r:lndo i n t ho 'fl"(!QSU T)' ct t.ho closu of 1940 placc'<l erl t l sh 

invus~uonts ln South 1. fricL ct roughly (.l.) billion- t £00 nillion i n 

tovcrnnont socuritios , ~ 6t"O oilli cn in pold nines 1 rnd :1) 25 !llilli<•n in 

otlk!r nlncs r nd enterprises in Sou t h dricu . Tl>·s~ hold,ngs N:vc b.lon rc­

duocd by so:>.•thir~~: "'lD,.,. th:.n 162 nillion br t m r •Jlf trl ction of ov~rs·;es-

hold Sout h .. frlCL.n securities . 

Pritiah 1nw~tnc1ltB constit.utc• IJ,J bull< of th• ovJ rso~s !lOldinrs of 

Sout h J' 1'ric:m r.::.srts . ?he :>~,:rt'l .... -nt ot Co~m-cc: ..:~tirr:.tt·s :.1.:-:-ic~ c!ircct 

1nvl)::t::...:nt.:) in friticl: :'kut:1 .. fricc. ct ~:1:) closo cr l('t/J) to l:.r~J t.ot.::llod 

only ' 'I) r1ill1<m , or onl:· 5 ~I'C Jnt o~ t.ha uotl r~:.t'JU vr.luv of [ :-itish in­

voe t.uon til in thu Union of :.outh . fricr. nlonv • 

~· .. 
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D. JnproVC!tont in South .'.fricn•o Intorn.1Uonr.l Pinnnehl Position Since 

tho Qutbrer.k of .~r. 

Tho ~ccuJNlction of gold, toget he r with t he ropntr1rtion of South 

.. !rlcrn eeourl ties he ld o\ersens, ne1:eure t he inprover.1ont in South ..frict •• 

intematioru:l finmcial position ainco the outbrer.k of ror. The known 

t.nOUR~S Of these biO itOJ:S total OVeT b5QQ tlillion - '.J60 tJillion inCrt<?S8 

in reported gold holdings and a kno'N'l ~1&2 n1llion or repr.trlr;ted securltlea .-•. 

Prior to the o~ tbrecl: of ..,r, South /trice •a production ru>d export.s of 

gold ,.. s rcughly ouCJ'icient to r.eet t.ho net pl'ynonts duo fron South . .!rlco 

to other countries on oerclr.ndioo md service ~ccount. This is reve::led 

by tho tr.blo bolor. settinc forth not ;>.')'tlOnto or not !"Ccoi,ts for the 

prlncipc l itono in South ,,f ricn •s bd.· nco of intomct1onr.l pr.ynonts for tho 

throe yor.rs, 19)5 - 19)7 . The firures ere thoso (;iven in tho Lc: guo of 

lifo tiona bnl:n ce-of-l"'~""'nts study fur 1938, converted t t tho rcw of 

~1 •• 90 por South . frl«.n ;>oUlld . 

trot bclz nco duo to or frou (- ) 
South . .!rlcb on nccount of 

llorchcnd1ae .............. • .... · • • 
Interos t end d1 vidends .......... . 
Ot.hs r sorviees ................. • • 
Oold. •.. ••.•..•......•...•.....• • • 

Net br.lrnce due on current .cccou.nt. • • . 
Long-tom c~pitnl novcoents (net) •••• 

Rosidw:l , probrb1y ltrgely s hort-
tonn cnJ)itrl uovoncnts ...... ... · ••• 

1935 

~)9.6 
- 92.& 
- 26.9 
/-JI.9 .8 

- 9.J 

- 1&.9 

1- 2b.2 

19Jb 

(In nillions) 

t-2')2 .5 
-106.9 
- 28.1 
/-1.05.2 

- 22.3 

- 1.9.8 

1- 72.1 

l9J7 

t.-JJ2 ,2 
- 10L.9 
- J5 .2 
/-1.9&.1 

- &&.2 

1- 21.7 
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7o do not hrvo itonl.zcd .U,t<: for tho )1J&MI tollomn~ l(J?, I' 
b • :oTtevcr , 

"" do ~r.or. t l\ct oinc o tho out.brod: of 1·:::r not onl y hr.s ~36C> uillion oC 

no\,'1;·-n!.nocl Ot·u th . ..rricrn col<l not boon nO(Jdod to noot. tht:. t. countr:r•s cus­

tonnry r.clv" rco bnlnnco of intom::tionol poj't>Jnto but thLt t hQI.:O h.:·s bo•n , 

bl\kncu duo to South . .!ric& frcn foruiR!VJrs outriciontl;· l r.rru to pomit 

tho ror.rtrirtio~ or r oro tl>'lll SJ,62 nl.ll1on ot South ;.fr!crn socuritios hold 

ovar:~o:.a . 

I n his rv:><>rt to tho stockholdurs of thr. 1\:oo rv> l'l.nl' ln July 1940, tllll 

Oovomor strtod thl t :-. s >vo ll l"ciuct1on in South 1 trior. '• ll'JI<:hnndi sa i;;,.orts 

co~.blnJd >1.th r so:.m,h: t h1gbJ r wluo o~ Sout h fricrn ox;>or ts to N>ke th!'t 

co-Jntr:' ' " bel' nee of "l"rchtndiso ox;JOrts i n 1939 (includifll: r ll t !lu rold 

produced in tho Union t .s gold ~-arts ft'O:'I t ho Union ) obout 1.41 nillion 

(\1200 Clill1cn nt ~4.90 pc.r South ifrlcrn ;>ound) , ro con!l"rod to r.bO'lt 

~6 nil lion in 1938 (1,125 nl.llion 1t • ..G .<>0 !)<•r South :rrl c:m pound) • Ho 

at.L.tcd furtht.:r tiu t So~th . . trier ' !l incn.tl.axi ,.bilit~· to :x'Y for ov~rs~ro 

cCI"'lit.r..mt.s, ot!lcr th:: n ix'-:'!l.:nto ~or I.::..reh.•u'Wiis r, !lUC'l rs fer !r.t:::Nst r..nd 

J\.~C1\'7t.!or..c, fr.:1~?-.t1 corr.tis:J!ms , in:sur-nc,.-,, .:t.c ., is r ... r!.t$'Wd in t.M 

Btnk•a 1r•cr,.._,ud holdings of gold :nd for.:1f1' .xc!T.ncu . ..,..., South l.!ric'n 

litsurvu !!rni: ' S i«>ld !Joldinrs ro•o $29 n:illlon durinC tho C<'~Cnd<.T yorr of 

l<;'J9 n-.cl ~,51 n1111cr. cu n.nc tlr: fisc•l ye~ r und<:d ; :· rc h Jl, 1940. 

It is tn:..t t:.: t. :iouth :.rr!c:.•s ocn-<::hrndi~C i:'t{>Orts \"'UN l01:!r in vrlue 

1n 1939 th.:.n 1ro l 9J8, nnu tlu.\ thu voluo o.C South .' fricn •s CMrchtrdise 

OXIJOr ta v•ro hi~h : r 1n tho lr.ttor yer.r thl n in t ho fomur. (Sw t.>blos 
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bt l0>11 prgos 20,21,4(). &t equd1y 1t1P0114"nt t s this r«<uction in tho excess 

or norchMcliSO ir.ports in accounting Cor tho r.l su in Sout h . .Crict •• gold 

hold1nfl8 1 is th9 &2J cillion incruuo 1o South /trion ' s gold production , 

193<) ovor 19;J8 . 

South l.lricr. •s c xeoss of co":,odity i n,x> rto •·~• l::rgor in 19~ ttu:n ln 

oitho r 19)8 or 19)9. The :,122 :tUlion i ncN: s o in tho ~s¢rvJ B::nk•s ro-

por ted r old hold~ncs dur..ng t!l.~t ~"r.r indie.-.tus th.•t South :.rri.,•s a:cns 

or p¢)'t1Cnts for t!loso r.src~.=dioo 1c;>or ts ""IX"ndoc! by roro thon tho ;J.) 

ni.llion re;x>rted rise in gold production , l9LO over 19)9. 'Die inprovenent 

in Sout h . .!ricr. •s br lr.nce of pn,.nto posH ion n•y hove re!lecte<l r d&­

cre:'.De in dOl":nd' f or Coreip.n exchnnco to pr.y for into rest r.nd d1 vi <lends 

or for othor oorvices received !ron fors1cners , but it r•:r t'.lso hr.ve re­

flected & lr.rge cl\pl t<. l inflow; it se8!18 renoonr:ble to cssune thnt tho 

t~.norer of property to Sout h J.Cricr.n .ccount s tor su fokeeping rer ched • 

perk in 1940 end ttv. t c part of theee 1 osots conaiotsd of ~old <nd bllricing 

lx.lt.nees . 

Since 19~, ~ nu11rer of r.cldition: l trctors h.·ve 00"" into plry to~ 

prove South ;.rric£ ' s lx!lrnce of pcj'r10nts pos l tion. First, the extr<nely 

tight shipping situ..-tion conbi ned rlth the >ncrorsin~l;y critiC'll supply 

prcblen 1o rorcing " sh<:rp curtr. il.._t in South . fricn 's ov<~rso::.s inports . 

llerchrndioo i 1:1ports Cron the United Str.tcs so t r.r t!tl s ye" rro runninc 

leeu th.•n hr..lf t a high <.!> (\ )'O"r o:.rlio r . [eC!UBO oC thC unUSU'l poSition 

occupied ll'.r the United :lt;.tco in :;outh • trio:. •s iiiPOrt trr.de in 1941, it 

1o possible thr t the rcl!:tivc doclino 1n tot.1l !>outh fr!c<Jl inports is 
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not ao cront . Jicmevor, 1 t ooe::s ro~conr.blo to r.csuro tint ~ substrntir.l 

dro,> hr.e occurred . 

Socct~dly, rn l ncrensingly l r.rgor portion of tho sn::ller volw10 of u.s. 
ox port! to South !.fricn i s being p."\id f or out ot l ond-lecso funds. Thj a is 

truo of \.ls rlillion of the f.,JS nillioo or rl&rchrndlso <llCJ)Or t<.'<l t ro" \ he 

Unitod St> t<•o to South lfrie<, !loy t hrough ~optonbor 1942 . !djllstir It for 

thh f'\ct, UniV,O Strtes exports to South ..trlc:. requiring ;>cyrent in 

dollcns tot.~lled only 1.:10 oiillm, Jl•y thro~h ::C;>tenl">r 1" 1.2, ~• C<-·,-rod 

to rbout :70 :::illim c!urin!' tho smu p.>riod or lQt.l. rt is re;>o>Ud th; t 

froLt thio co' ntry to Socth .. fric:: r.N ;rrocur'XI undor land-lurso :r.e th: t 

oll lubric· tine oila r.r e soon to bv . If ~outh .. fricr. doos not r..vo rvt'il­

rbl~ to Orot.t llrlt::in en rr:ount of dollars or r,old CQIIivcl ont in vr.l uo to 

l ond-loeoo ru;rlotrnco rccciv•"' f rcr. thu UnH\Jd :lt: tos, thU!I t :1o effect or 

ouch Moiotrnc~ ic to incr:•:so ';out.'l .. fricr.18 cold ·rocl foroiFJ'! uxc~rc 

holdi nrs by th ·t rnount . 

Thi rdl.v, secun ty rop~:trit tions roduc• tiN t nount South . .frio< """t PI'Y 

to foreign~ro for intc>rost U>d divido111ds . l u do not h·ll" suft'l cient d£tll 

to hr~<~rd n guess rs to hor. r:uch of " Nduct ion tv • boen effected to dtlto . 

TI>Jao thrc~ fnctors oport t o to roduco Suuth ,.trier ' • P<':l""nts to 

rorotr:n~ rs . In r.d01 tion , tl>url r.N n nw>tor of fr•ctors tondi."~ t o ;nc:N>eso 

South 1 trier •s roo<;iptr. o! .forbign <rxch.".nru• 1·~ r:tt, 1 G th .. f !'vor;oblo prl co 

end :i'!.:l.ri<ot 011tlook for h .. tr n.:'ncmls, ttut:lo nnd n:::~ol . Th·J "ritish Gov..,m­

'·""t hr~ contr:-.ctod to bu:• thu Un.lon ' o o::>ortrbl' sur:>lus cf r.ool ~or tho 
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durnUon of the wcr Md one yellr therenfter; c t TJhnt price is not knmm , 

Secondly, the closing of the t:Sdit errcnecn hee rnecnt shnrply inc reosed 

inca:te to South Mriell for use of her port fMilities md from the snlo or 

ship stores. 

Thirdly, South /.!rica has received foreign exchl-.nr,e lJltCI:ll! !ron ex­

pcndi ture• of rctugocs fhding " tacporr.ry hllven 1d thln hor bour<lsries , 

• /o hcvo no infon:rtion "" to the size of these cxpendituros, but they nre 

l r. reo onouglo to be t!1o subject of o!ticicl cement , 

F'indly, continuaLion of South "!ricon gold production nt cuM'<!Ilt 

levels would inc ret s e atill turthe r South • fricn •s ability to odd to her 

foNien O><chonge resources. So tor this yunr, tho equivalent of three­

fifth.• of South /.frice •s r eported gold output hoe bonn nddcd to tho Rosorw 

Bnnk•s holdings , Cantinur.tion or tho current rr.to of South t.frie<:n gol d 

production cppoc rs probr.ble 1n th<> t.bsonco of ony curtel.J.r.>mt of iJ:>por tod 

supplies . 

Tho thru• tnb:Wa belot: shon tho cm"ll"• in too ~ooernphled distribu­

Uan of South ,.rrien ' s rorc!'!::ndis~ 1J:1port c.nd oxport trcd~, 19)& - 1941. 

Tho fiCUNS r.N ofticir~ :;outh i.fricrn trcdo drtn. Tloc iJ:>port fif:\ll'C$ rro 

oxelusivo of covvmoont s tores end fOld spvci~ . Itoport.a or tho lnttor 

woru rol:.tivoly Sl:lllll during prO"I\r yor rs: ioports or tho fa mer totrllcd 

SJ.Io8.6 r.Ullion in 19{,() (:SJ4 Million rt ,,4 ,00 por South / fricrn pound) snd 

SIJ.5.9 r.Ullion in l 9J9, tho lr.st tuo ~"""'"for which ,>ublish,<l dt.U> nro 

~vnilnblo . 

' 

• .. 
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l!orehnndiao Icp0rts o! South /.tr1<Ul, Exc1uaivo ot 
Oovcrrv:>Jnt Stor~a rnd Oold Specio 

by Principal Ooocraphic '·""'"' , ' 
1938- 19~ 

1938 1939 19~ 

253 

1941 - (!lilliONJ ot s .. • .. w) ~ 

Uhitod Kingdo=· · · ·····••••• • ·• 37. 2 34.7 ')4, 6 29.? 
Cc.nrdn t.t Ho..toundurd .. .. ..... 3, 0 J , 6 8,5 6.? 
Oth?r Pr1 tiah &!pi"' .......... ...1& ~ 10, 7 ll.2 

Tott.l, llrit.lsh ~ire ...... 46, 0 45 . 5 5) ,8 50.1 

th\.1 t.Jd Ste to a . . .•.••. , •...••.. 16. 5 17. ) 2) . 6 38.4 
Ott..r no.,..l!r1 Ueh &-ipirc • • •••• 3M ~ !2.tl. 12.4 

Tot<>l, no.,..Br1Ush Enpiro •• 40,1 .12...2 42.7 50 .8 

Totnl- ~11 countrius •••.•••.• e6. l 85 .4 96. 5 100, 9 

Tho principcl sh1tts in :>out h •• trion •s sou reus ot supply, 19~ .OS COl> 

porod to 19)8, WON but VJoon tho vr.rioua r1lobors or tho Srit iah &,pi "'• on 

the onu htnd, Md botw:>(cn t he venous countries outsic!o t he J.l:1p1 ro, on 

tho othor . Tho prop< rtion ot to tl'.l 1nports ouppliud by urch or tJ>eso -

groups of c01 ntr1va tv:a vr.ricd 11 ttlo sine~ Uu outbrotl: or """. ..s 11cs 

to hu cxpoctud, tbe United Kingdon l ost both r .,l , Uvul;y a d Rbso1gtol;y, 

whilo thu lln1Wd St.ctJa surgoo " bor.d ns o pr1nc1p< 1 wpplic r ot South 

J.Crictn inporte . ... 1nd1c~ted t bovo, t h:l rho or South ,.tric<.n 1rl,l<lrts 1o 

cxpoct•'<l to bo reve rsed this yonr . 

Tho 1noNiroo in South 1.tr1cr. •s uxpcrta hoe also occu rred in ahil'f"''nts 

to tho United St r.tcs Md t o Br1Uoh !hpiro countrioo othlr thrn tho llnittld 

Kingdon Md CMrda . Tho tigUros belo" do not lnc1udo "'coi.,ts t'ra1 wool 

Or Cr<>n Olqlo rts ot gold bullion. '".ool oxpcrto totnllec! SJ.l.7.2 oillion 

-
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i n 19)91 tho 1~at, year tor nhie h <11\tt: liON publiahCJd; r~ecipts frm r->o1 

r.N bJliovvd t o hrvg boon hi;;hor during t ho r•oM rocont l!l'ors , 

l:OrchllJ'Idiso F.r.;mrts of Douth /.!ric,'\, ~ClUD1\'o ot 
Gold J:uillion t.rul •:oo1

1 
by I'rincipel Goocrr.;~hic /.rora , 

19.)8 - 191.1 

19)8 1<)39 1<;'1.0 

(l:HUona of s .... '-& ) 

Un! t.<rd Jtintdcx'l ••••.•• , .••.• , • s.? ll .J 1), 8 
C:nr.~ :. ii.rrrtoun~r.c! ••.. .. . • .4 .7 ,J 
Oth.;r &ri U :h Eb,>ir.J ......... 2 .1 ...kl .lcl 

Total , Sri Us h i!'Jpi r1.t, . ... 12, 2 14.7 18,6 

Vni tod. St.:' tos ., .. .... .. ...... .7 l ,J ) .0 
llth..:r nun.-Bri.tish Q:lpir<: • • • •• ...2..1 ..hl .Jlll 

Totr.l , non- Eri t ish l:hp1ro , 7.0 7 .u 7 .7 

Totr.l • rll countrius , •• • •••• l \' . 2 22. 5 26, ) 

1<J41 

9.4 
,2 

__2_.1;, 

17.0 

: 5.4 
_M 

8.2 

25 ,2 

Tho i n eroc:au in South :.rrten •a oxecsa e>f l.n;>orta , 1.';41 """ r 1<;')8, i s 

::.or.; t .h:.n r.CC<'I' ntod f or b:· t ho risu in !l!Jr unt~vortblc b~l;nco of '-:l:!r-

c~ ~13<> t rrclo \lith t.'u Uni t<:d s t.-tes. T•» s'v r,> ft U in Uni t..'C! S•; t-•s ox­

:»rta t<· Sl'Uth • .tric:. S<' ft r tJ.is l··:• r eo• tblrwd lith t h• """"""1"" <-f 1-md.-

l:..; ~c : :saJ:Jt.:nco tc CO't"'.J r ;r.rt 'rl' t:~J a:~ll ~ r v;..lu:·n !x!nr shi)~, lrs 

r lr.c <:;· 11 .... '<1 ou~ t: .. 1nere:.s" in s . .mt.~ . .fric: •• t .. rch:J:<!iao ll.?>rt s urplus 

vis-<-via tl• •• Unitoci St.:.t~s , 1~41 c,·n;>: rCJd t .> 1"40. 
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S..uth /.frictt ' • Excess of lt:reh:t~d1ao I upvrts 
by Pri.ncipc1 Go<rgroph1c J.ro: s , 

1938 - 1941 

1938 19)9 1940 

(llilli nns or S./ , loa) 

United Kingd~o •......••.•. . • • 27.5 2) .4 20.8 
c~n : dr t· !low r cund.l.l' n d. • • • • ••• 2.6 2.9 8.2 
Othvr 6ritlsh alpiro •• .. ••••• ...ld ....w 6.2 

r .. t r 1, ;!ri tish Fl1piN" •., )) .8 )0, 8 )S ,2 

11n1 t.od St.: tcs ............. . .. }S,B 16.0 20,6 
Ot.lrJr n.. n-!l.ri th!1 D--;Jirc ..... !2.2 16.1 ~ 

TC~t.:.l1 non-Dritis:t ~;rir.t . )).1 )2 .1 )5 .0 

T~tr~- r.ll countrius •• •. •••• 66.9 62.9 70.2 

Thuou ' ·"' thu 1<. tost s~uth •• tric:ln tr!.dU dt.t:'. r.vrilnblo . u.s. 

255 

1941 

20,) 
~>.s 

..hl 
)) .1 

J).O 
..2.& 
a .b 
75 .7 

t rr.dc 

.!'lsuros indiccto thnt Unit.J<! ~t: tcs iop>rts lrcn Zouth : .fricr. h::\'0 c>n­

tinuod t u OX;li'Jld . H.,n~wr, c s rcv.:l"d by t l10 t r.blu buh•111 tho grc· t ' r pc:rt 

••t tho incNr s o n•o:rd~-d " ' rt.r this ll"' r rspr<•sunta g.x.da s hipped t > this 

Ct·untry t .. ··r b:mdod m:ruruuse . Thay C;l'nsiat lrr£-uly, 1t nod. entirely, .::.t 

Brit1oh-.;.~ncd s~uth .tricrn Y«-ol reing •t.' rod in this c~unt,. under f ,,.., .... 

::>.:nt >.1 th t ho !roc<.natrocti..n Finance C- l?·rnti•n• To this e~t, ligures 

or 11hited St<>tes i lJi>Orts tron South . trica do not accurately renect do!Ur 

receipte or thet country. 

,. ... • 
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Unitod :.tntos i.!a rehar¥lioe Tr:lde nl.th the 
Union or South J.Crico., 

1930 - 1942 

u. s . l:x;>orts to 
Sou tb J.rrica 

19)8 •..•.....•... ~ ?0 .0 
1~)9 ......... . ... 69.1 
1940 ••.••••••• • • • 103.8 
1941 .•.•...•• • .•• 186.9 

19Ll, Jan-Sep\ . ... 124. 6 
1942, Jan-sep\ . ... 54.9 

U,!J , Oonoral 
Import• l'ro6 
South J.!rice 

u .. s, ~cea~ 
or t:xpo rt.s 
or I n;>o n:; 

H 
(In milllcna) 

:. 15.9 " 54ol 
28.7 1.0.4 
47.3 56.5 
66, 2 U0.7 

39.9 64.7 
75.8 -.20.9 

256 

u.s ,Import.s 
tor Consunp­
tion !rom 

S .. A, 

24 .?• 
J6. 6ot 

* Jmuo.ry through July, Genernl i nports frou South t.Cr1ca totalled ~66 
l'lllllon, Jnnuar:r through Ju1:· 19421 and !>28 million durin~ the same period 
of 1941, 

~89 than ~500 tho\UHU'lt! or lc:ntl-lense (rOodS l'IQTO 0).-port;od to South 

l.fricG in 1941 o.nd onl:· ';,lf74 tl.ousnnd durinc tho t1111t four ..,nt.'lo ot 1942. 

Lond-lmuse exports to Jouth ;.rr1cn haw llosw:>ed olgnlticMt proportions 

only since ~ ot thlc year. Since then, however, the~ have accounted tor 

over tl>o-!'irths or o" r er.oorts to thftt country; the'; awn.cod D aUllon 

.. conth, ~· through :.e;>tetWel', ~s CC)t.!,l&recl to , 4 mlUon or ex..,ort.s QOnt bly 

on CCO!lOrcial account. Lend-Lease ettilZ'ento to South JricQ in October are 

re,>or ted to be f>l5 million, or roughly as much aa ell lend-lease exporta 

to that country up to then . · 

Of tho l;32 md.llion of lend-leas e goods oxportal to S011ttt /Jr1ca tttrough 

October 1<;42, (,20 ailllon ""re mlit.~~· ltOCS end (,12 r.Ulllon >~ere non-
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mil1t.ory goode, principally L>etcls and tiiU'IUtllcturea and Dacllinery onc1 

porta . 

tlot.or vohiclos nnd parts, iron md atoel, nirorott llnd airerort ports, 

mt>chlnOIJ', textile mnurectures end petroleum product.o nccount for he-

thirdn ot the totDl vr.lue o! u.s. gcocls oxportod to South ;,trion in 191.1. 

':'ho table ~low gives the ;>rincipel cetegorios tor tho yer.rs 1940 U~d 191.1. 

19~ 1~1.1 

(Jn ..uJJ.ons) 

:·otor \'Chicles r.nc! p.~rta •••••••••••• ()16 .9 
Iron r.Tilt nteel •. .. . . , . ......•.....•. 19 . 4 
.'.irplnnea c.ncl p:.rts ... ... ..•.. . . . . . . t. . l 
:~ch1nory r~d equipcent • •••.•••••••• 15.5 
Cotton nnu rr~n textilos •••••••••.• 8.6 
Potro10Utl I m petroleum products.... 6,) 

Totnl u.~. ex:JOrts t o s.:, ....... 1)103.7 

~'-25.8 
28.? 
16.0 
25 . J 
2).8 
5.5 

~186 .') 

llir.noma , ""ol, turs, stmtscJ.c aotelo, r.nG h.td•• nnd skino domnnto 

our in,.,rt tt'l'.do 'lfitlt the Union of South 1 tr1c1.. Tllor eo count tor dl but 

t. smell portion o! our totd purclllloea froCl tl ... t CO\IIItry, This is "'""'·led 

b)• tho t oblo ~low, wnch gives U.S. fil;\ln:S ot i.nporta tor consU!Ij)tion troa 

South /.tricc ·by principol cetegor1e• or comoc11t1ea, tor the tlmte ym:rs, 

1939 

Dir11onds ..••. , ..•... • .... . . .. ·. • • • • ~lS . l 
Hool • .' ........... .. .. .. ............ 2.) 

'. .8 F\are • •• • • ••••••••••• • • • • • • • • • • • · • • • 
Oreo , notnls tnd c.llo!1l· . . .. • • · • · · • 
lU.do' rnd skins •. .. • • · • • · • • • • • • • • • • "·' 1. 1. 

T ,_, u .~ ,._.._._ rts !1"'00 s.: .. ... . c,:n .s ow ......... ~~ 

191.9 

(ln l:!illion•) 

$20.9 
?.S 
7.8 
s.6 
1 .9 

' 1,6.0 

191.1 

&2J.? 
11.5 
ll.J 
6.1 
1,. 0 
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t:. FJ.gcr l Position of tho Govornt\01\t of South Urton. 

In s ,J!tu of Oouth J.rricn •a oxtrer.x>ly f nvor, blo 11\to""'t lond finonci<:l 

;.ooJ.tion r.nd in e;>ito of the cdvnnti'@Oous gvor,IT.:>hic locr tion, thu ox.. 

,xmdi tul'llo of tllO Union Oovc>r=cnt hrvo '1>1: n ko:•t r.t r.n unueuc.lly 1cm lovol . 

Furthun'ON1 ux-.~JU\ditun.:s for othor tmn t1tlr .• ur,.,oDea recount f'or ~".n ex-

co~Uonrlly ll\rgo ,•ro,JOrtion of the rolrtivol)' acnll Gowl1ltl0nt disburse­

nonts - 4) ,.oreont dnring too current tbcal )'llt r ca cm,..' red to luoo th•n 

10 ~rcont in tho Ct\oe ot tho United St.~toa rnd 1S ;urcm t 1r. tho c:so ot 

C:-nr&. m d tho United Kinj!daa. 

Tho Union O~vcmnont S~t f 1.r luae )lOT Ce,>itll for r.<: r ; ur,.osOS during 

tho f1ecr 1 yur.r 1941-42 tlu.n did the OoVvmnont of oithor tho United Kingdon, 

Ct nrdr. or tho unitod St r t cs. I t nlso bud~:Utcd tor r. amllor incrc:se for 

tho cui'TClnt fiscr.l yu~r thm eli.:! tho Govommonta of thosa throu countri•s . 

n oo :louth i.fric::n Govomnant • s cstitl.~tod ox;>cndi turos on >:t r nccomt, 

.. ~rU 1~1 2 - : ~~rch 1<;'4), tot.~1 tho cquivrlont of ;,)20 nilllon, or onl)' ..,)0 

11\ia 1a only r rr::ction of t ho .-"r ct. itr ,- r ~nditun:a or thc other 

tht\!c sov~ri'D:Ints . Evun u :.llar.rnco is n'do tor t ho e>xtrcool)' 1w st:.nd<rds 

ot l1 vine end lncouu of tho nm- Euro."'''"', who cor~>r180 tOUJ'.fU'ths ot the 

.• o, ullltion ot tho union, rnd ;o r cr ,a ttl .:nr OJ11.ondituruo ore clllculnted on 

tho bnftia of 2 n1111on furo;;<~r.ns, tho tiguN 18 onl)' Sl60 . /.s 8hor.ri by 

tho U'blo 00 •• r.go 26 below, this 18 l coa thon one-third os t>uch "" the ,.ro­

j octud •• or c~,.itc Wllr OX,J<.'fldituros ot tl>1 un1 tc<l St , to8 r .. vomnont ! or tho 

cuTNnt !iacrl year, l ess thm oD(I-h<llt r.s ""ch 'D tho British-cX~>CCted 
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p..r cc.pi tc 11t.r OlQOndi tur~s, ond on1;; r. littlo non: tlwl ono-hdf r.s nuch 

~• Ct.tll'dr. oxp<~cta to a pond tor wnr nccount during the OUn"Gnt tiac~1 y .rr 

on r p<l r onpito bllais . 

Exp<~nditurua nnd Racoipto of Union Oowm.~<.'llt 
- ot South /.bien 
~ · 

1939-40 1940-1.1 1941-42 19L2-4J 
(prol.) ( est . ) 

(111lliona ot u.s. $, Ccnvort.ed ::t lt:te 
ot 1 S./ .• I. • :,4) 

E!cpondi t.u ros 
Dot unao. . . . • • . • . . . • . . . . . • . • • 19 
Othur.............. .. . . . . .. . . :!70 

Totr.l.................... 209 

Exoondi tu~JS fra:t Rovonue 
l.eoount 
Dv:tonao.. • . • • • . • • • . . . . . . . . . • 12 
Othor..... •. . . • • • . . • . . . . . . . . ill 

Tott.l •.•. ..•. , • • • . . . • • • . • lOS 

?xponditurc' tw Lo=n 
{.CCO!!Ilt 
Leton.su. . . . • . . • • • • • . . . • . . • • • 7 
Ot.hor....... . . . • . . . • • . . . • . . • ~ 

Tot.::l • •••..•• • ••••• 0.... . 100 

ll•!2!JUO chn nrod to l!evenl!e 
182 /,CCO\!f\t. • o • • o • o o o o o • • • • • • • • • • 

Souneea t.o tint.nce gxpond.i-
tU£2! O[! ~or.n r.c£ount• aund[X 
cr.pitpl roco1pta . otc ••. • ••• JL 

66 Borrow1nc • . ••• •••. · • • • · · · · · • 

2LO 288 J20 
~ :!16 ·m 
400 504 559 

82 115 16o 
!2.1 !!lQ ID 

257 295 J5J 

158 17) 16o 

~ ...J2 ~ 

22) 209 206 

257 )18 )53 

45 )2 )2 
1?4 1?8 1?7 
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f:X;><tndi tures ot the Governnents of Union of :Jouth , trior., 
C'.nr.& , the United Y.1nrdon , r nd the Un1U>d St ntes ; 

(Preliuin: ry figures tor 1941-42 t.nd 
OStillt teS for 1942-43 1n r.rl.1lions Of U.S, dollt rs} 

Other 
f:Xpcnd1 tu res 

•.• Expenditures ln t.bso1ute f >gurea 

Union of South .. fricr 
1941-42 .................... !) 288 ~ 21? 
1942-4) ............. ....... )20 :!)9 

Centdr 
1941-42 .................... 2,16~ {,fJ:) 

1942-f.) , ................... 2,f)rtl 51) 

United 1\lncdo:' 
1<;41-1 • .2 ............. ....... 16,48) 2,7CG 
194~-43 · .......... ......... 1e,1so ) ,172 

Unitod St:".tOD 
1<)1.1-42 ......... ........... 25 ,95) 6, 5)6 
l<;tt.2-4J .... 0. 0 ••••••• •••• •• 78, 000 7,16) 

3, Ex;>onditures on r Per Cn;!l,t.· Onsis 

Unlon of South . fric· (10 . 5 ui1lion) 
21 
2) 

1941-42. .. . . . . • .. .. . .. . . .. • :n 
1942-4)... ... ... . .. .. • .. • .. )0 

Ct.nc.dr (11 nl.llion) 
1941-42 ................... . 
1c;a-1.3 ......... ... ... · .. .. 

Un>ted Kingdoro (4b n1111on) 
1941-42 ................ ... . 
1942-4) .................. .. 

Uni tod Strtes (1)2 nillion) 
1941-42 .... . ....... .... ... . 
194'.-t,) ............... .. . .. 

197 
'Z72 

358 
)95 

1<)7 
591 

44 
4? 

49 
St. 

260 

Totn1 

s 505 
559 

2, 651 
) , 510 

19, 2?1 
21,))0 

)2,491 
85 ,18) 

48 
5J 

Ul 
Jl9 

U6 
645 
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Tho public debt of t!1e Unlon Govornnent of South f~ 1 -• 
4, n.Ctt nc re::s~ b:· 

roucl>ll" ono-thi 1~l d:u·:i.nr. t he firnt threo :oor.rs of wrr. Tho ;>ro;x>rt1on of ( 

u,o dobt hold ovoroer.c :u.s been roc\ucod rro,, rouahl;v one-third r.s of 

l~J·cl. Jl, l<;J<) tc ~bcut one- cixth on i~.rch Jl, l<;/2, 

GroGs Debt of t he Unl on Oovorn'lont 
of South : trier 

. .s or E:ctomrl 1 n t.e mr l 
:.:rc~ Jl :Jebt :lebt 

U~lllons or u.::; . b r t t..L 

1939 .. ......•.•..•...•... 0 •• • •• • 404 711 
1940 ............................ 425 740 
1941, ................ . ... . .. . ... J9J 752 
1942 ............. ..... .. .. ...... 244 1,256 

Totd 

per s.; . io) 

1,115 
1,165 
1, )45 
1, 500 

per capita 
ThO/ IJUblic debt of t he Union ot South 1 fricr r,t the close of tho ltlo t 

fiocr.l ;·9n r 1 ~• l oss thr.n one- l'ourth ns hiCh r.o t hnt of eithe r the Unl tod 

Stnteo or Cr nedr. o.nd r.bcttt one-eirhtll no 1: rre t.s tlv-t of the un;ted Kingdon . 

The rolctivo~· t:lt'ller deficit to bo tinr.nced O'Jt of bcrromn~ dur:i.ng the 

current f1setl :-c:r l1llll!'.ke tlle diveroprnc;• in tho por c:.~itr oebt 

Nr.ure• evan ~;ro:.wr . L~ r: ct the (.: ocro;>.':llc;· 1• orpecte<! tc he "" l r.rre 

t..hrt. ~\"t'fl 1r tt:o :;out: .. ~!'ric~"'n po}'".tl:.t:o·c 1:: t.cJ-tr."' :t. 2 uilljon - t.he 

Luro;xun conot.ituent , the :_x:r cq>it.n tlcbt. burdon of tho tin1on Go\·em'ttffllt. is 

thul 
:.bcut .,160 loss/ thr.t of the :>eder:.l Oovcrnn1nt f'! t.'la !lnited su.tes . 

? • ~uth .. fric~ 'c ·::c.r r.rrort . 

Tho rolr.t1vo~· lOl'l lcvol or GOV0tn110nt ox;)Onc.U. tuNS Oh "' r c.ccount., 

t ho cont.inurnco of r,olc.i. production ::.t ~t1k lovolo , rnd t he rbser1ce of ony 

~Vidoneo of r rovunlt 1 in polic;• ost.c.bllshed b)' tho British : nd Sout h . friccn 

• • • 
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Oovomllcnts ( t th<t outbrec.J: Of ITt.r, thr.t Mllly-n!.nod ~uth ,.f'r ict.n gold 

conotltuwo o pr i nt. ry s1ne11 of IIU", oll sutt~ost thnt South . f ricr. •s " " r 

effort fnlls eonsidarr.bly s hor t of thu ~XJ~~sibl& l'll.XinU£1. This sit~mtion 

oxists in s~Ho of too s t rr.togie i m,><>rtl.neu of that country : s "" !.ntor­

modll t.l sou reo of su,>vly to the J.llit!d tomlos in llorth drier. Md the Fer 

Erst • 

.. stody ""d" by the llo: rd of Econouie · rrtrro ::Iss ion to South . .!ric:.• 

1\!Vvr.lo t.h- t th.:ro is considornblo roon for div.rslon of non rnd " "teritls 

froa tho :>roductlon of r:old to noru cr.suntir.l nrr rct.lv!tlcs, such ~• t~.<! 

iJI'<lductlM of r.ircr:ft ba:lbs , :'.rllJUnit1on, r.morod er, , ox;>losives, tex­

tile s , boots ""d v: rious kso rot.~lo . 
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HMJr: 

Harold 
Gravell 

IIMJr: 

G: 

IIMJr: 

• 
(1: 

IIMJr: 

0: 

HMJr: 

0: 

BMJr: 

G: 

I!UJr: 

O: 

HMJr: 

Deoe•ber 23, 1942 
12:28 p ••. 
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Mra. llorgenthau had a l ong talk vi th Bacher tbh 
aorning. f 

Yea. 

He eought the interview. She w n 1 t. Pending 
my hearing the story trom her, aee .. .• 

Yu. 

•.• . I van t ever7tb1ng held 1n abe7ance. I don 't 
vant to eign up v1 tb Bill Murray or anytbln&, 
uet 

An right. 

And I &lao vant to go - aaide trom evel'ftblng 
alee, I have ano ther angle and that's t he quee­
tion ot do we want to apend $5,000 a week t or a 
prograJut · 

Yea, llr. 

So you call up Odegard 1n New York and don't 
make - t ell him not to aake any commitments 
becauae I may want t~ d1acont1nue the vbole damn 
thing. 

Yee, lir, I ' ll do it. 

And &lao I- I Juet don 't knov, ao be ebouldn 1 t 
uke any co01.01it•enta that I can't get out or. 

Yee, air, I'll aee that be understands. 

And it you don't mind, it you would Juat t ype 
out a little aometbing and aend it in to Mre. 
~lot~ to give me, juat what the coat or tbeee 
programa are. 

Yee, I have verified the tigurea that - I gave 
you the figure• laet night and they turned out 
to be about right. 

Well , tbat 'e all right. 
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G: 

HMJr: 

G: 
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And I'• going ;o get a •eaorandum -- it'e on lta 
way now. 

Well , g1•e i t • ••• 

It givea the complete etory, and I'll eend it to 
Nre. ltlotz. 

I'm leaving at &harp two. 

Yea, air. 

But, in the meantime, call up Pe ter in New York -
and not to make any oontraota with Bill Murray or 
anybo4y elee pending a ohanoe that you and Peter 
and I can eit down and talk about it. 

Fine. I'll take care ot it. 

It you don ' t m1n4. 

Yea, air. 

Thank you. 

Goodbye. 
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11J 4ear lr. Pnal ... ta 

I •t11ftllT aa 41aappo1atea aot to laue ben aU• 
to Me 7ft tlala •..UC, 'biat I 1..,... t._ OI'MI fUll 
tlw ,.. .... tor 70V pootp:nlac 7"" Ntun to •..a.lngtoa. 

tu .. rpatlla• fAIIilJ .. plau.a to go ~~- w. 
aftePIIooa to .,... .., C:hrbt.a oa tllo fa,., a.nd I aa 
ave tllot 1ft ...W •ot -t • to olaaJI.go ov plalla; 
henoa, thla lottor. 

In will flllol •elo..a heNw1tll tllree -I'IUih. 
fbi firat .. 11 .., ~UCP•tion for 7"' Buapt Maaaaga 
• hioh •• bola alaittM to both S.utor O.oree au 
CoQ&ro•- Do11Dt.. !M other two ...oruda gin a 
Nport of tbe dolto wbioh Paul, Bloup and I hl4 wi th 
tlloM two cntlnea. 

loa will •-•• t.laat •• w 41Mu..a bo. t o 
pro-t tho tu prollloa to t he Cclal"ll tllot 70U and I 
agroe4 that 1 t wolll4 llo b11t to ban 7011 41apo• t1w 
.... 1A 7"' hlpt ... ac- 111 thcnat .u.Iac UJ apeoltlo 
NO ?llutiou u to a. to ave tlw patlnt. Uter w 
lla4 Mt 111~ Mtla Ooorgo ad Do~~ChtOil w all agroe4 that 
tllo lalpt IIIHqO awll be eootb.a to pMNl llagaap, 
wbatenr .,.elno ,.. ... t10111 7011-., w1a to llan 
.a. later. *J I : Ia' 7011 tllot 7ou aid, l.n 4hcu•lac 
tllla •ttor, tllat 1t h 1111ell better to lit thea 11t up tho 
11ao r1u _. u" .,.. moot u- •- .. t~~o, tball to lot 
tllla a. tM "",_. .. MN 1a tlw fNa111Pf ICNI •1 th 
701l tllat W1 11 .... a\ratllf ua that 7ou •111 pt 
qui.Ur ..a _.. atla.taetol'1 tu le&hlation H tllla 

- ,,.....,. 11 tou-a. 
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Oraoa Tul17 baa kln4}7 oouen.tall to put thb 
uterlal ln. rour b&Jula tonlght, and I woul4 llb n17 
auoh to Uaouaa it wl th rou on the phone t01ooa row at 
7011r OODYaDliDOI. 

Toure ai.Jloaraq, 

The Praaldant, 

The lh1 ta Bouaa. 

Enoloauraa 

• 

• 
• 
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lN.roiJij; tbll oOII!JIG tleoel Jeal' • taoe two Nlatea . 

fboal p&'Obllu, cme on the W4a'et1117 blont t.n4 01111 ca 

the eoooc.lo tPGOt. 
' ~ the ~taey .trozit tbe thoal p&'Obl-. h to 

aupp~ the twlda required to pq tor the..,.. Tu 

( leglalt.tiOD ot the p&:.t thNI 1Ml"•• u4 partioular~ 

Of ~t W VMUT UaoN&H4 N~lo ~t 1splll41• 

tur11 fop 1IU' have iDoN&Mcl ftlltlT I:IONo 1'&111 lllldaP 

oxh t i ng law w1U raJ.• leN than a.-third of the 

IIIIIOU.IIt a.ecl.d to pq tor Federal upllldltur11 lJi the 

.t'laoal, Jeal' 1*. 'i'le alw•]4 fJMDOI tbl Wll' to a flU' 

::roatap ezteaat bf _. ot tuu. tu.a wU1 be eaaleP 

to pq dvl.Qg tba ..rt1aa pePiocl of •JIPU!decl _, 1no-. 

thu thl1 &1'1 Hire~ to be &!tel' tbl Wll'o 

Ctl the Mmmlo floolat the t boal probla h to pq 

fOP the 1IU' 111 tbout turtJwt lAON&SII lJi pPlOII 1114 the 

ooata ot U~. b people ot ~ Ulllted Statea wlll 

han blll101a1 ot doUal"a 1:101'1 lAO~ tllAil tbe7 han ha4 

in the pu" aD4 tbeN .S..U be biU10Da of &oUara liM 
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jlOOdt to buf• lioN thai! M1f of OUP pi'OduoUCIIl la S01Jta 
I 

clll'ootlT to the ...- .rton. I.e .. thaD ball 11 awn•llle 

tor oi'fillan uae. a...., etton 111111 be ..ae to a., the 

111pplt o! o1Yillan &004• Uld anloee u lar~t u la 

cOillhtent wlth a •rl•• aao ettort Uld to .Ue tbea 

aftilable 1bD UldllbeN the7 are IIMded ••t. '%bert 

will be 111011.) for hoalthJ theN 11111 be ~ tw 

ert1o1111117J lilt theN w1ll DOt be 111011~ goo4a aftilabl. 

at pr.aent pr1o .. tor the dollar• people haw to apea4. 

'nlt 110e11 dollara ahould be abeorbecl throudl tuM 

or incNaOed eaYJ.Dg. ~ opellll1~ ot tboat dollars 110\114 

have reaalte 'lltdoh &N al.aN1AalT clear. PNaent ~ 

would be 1ntena1!1ed Ull1 ~an abortaoea woa14 appeu. 

Prio .. and the coat ot ll'fi.DJ -u rbe at an .octltftt!Aa 

l'lte. 1 Dad Ia' 'le tor pocla 111dat ....... Bleok arbte 

110uld be 4itt1oult to pNvut. I!atrU•Ucm o! coo4a ..U 

bo oN~UT watall'. 'lbl ..,. ettort 111~t be daD~ 

bupe-.4. 

~~ ~ ot 1Atlat1011 oaza be pNYCt.clJ it aat be 

llNVIDteclJ 11114 1t will be pN"nDh4 11" WI take tbl atlpe 

lleCIIIU'7 to ... t the MnJ e 
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·•· 
\It !law a1...q tu. ..., Yltal •'-Pe• 1e !law t. 

oN&II4 t axe a ADd atlallatecl YOlulatar, A'riq, tbua 

witbAN"Di WIDI floca the .,.....,nc atfte1 s. baw -Ht prlo. oelllAe-o till a at liUt ten& 11 u1q puttiJir 

the bnlc11 on the aplftl. ot r1dq prloee. ~ !law 

atab111M4 •t"• Uld ~1ea1 t:t1aa NatNtntnc tM 

riM or bua!Mu ooata ADd the 1M,.... 1A -.7 spocw1• 

"'• ~.,. plaoe4 11a1ta on oon--.r oN41t 11114 haw b~t 

about a gNat II!DIIlt of 4ebt Np&1Milt. I'll !law Nti_.. 
' 

lOIII IIHiltlal. ICiai'OI ;DOCla to UIW'I lVI..,... a 

neoeaauy alAlaa aa4 to belp pi'Oteot pr1oe oe11.1Aga. 

~le Ialit !.'0 lVtMlo. 

0. .ut P'MtJ¥ lMIMH taua. \le .. t CJ'I&tq inoNUI 

oet .. .,lAp. Je .. t at11a1 ratlonJ.Jae to all &OOdt t• 

wb1oh ahortaa- QOir mat 01' '"'l*"'• ~~~ •tlllftl IN 

1At.I'Nlate4. laoh 1Doi"'UU 1A tu.a Uld MOb inoi"'UU 

1Jl AY1Jl.ca will UIHD tM U~ pNIIUN OD p1'10 .. ul 

N4uoe the ..wat ot nt1on1Jlc and otMI' 41NOt oontl'OlAI 

we ahalluele 

ihia t.fol4 thoal pi'Obl• o all• tor aot10D ot ....tt.l 
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_,_ 
proportiau. I baw ~....a to .U. olAI' that 

hlebtr tuo1 1111* art thl belt a,y to per tor tbl ..., U14 

to do ao ld. thout iAtlatiOL Certa.ln bro.A p1'1Do1pl .. 

ahould eu1de ua 1n rail be thl l4cU tloaal. ... ..,... • ~. 

l'b.ae pr1Dolpl11 ll»lad1 thl enoouraCII*lt ot .,,_ war 

produotlOD, tbl proteot1oa· ot a 'bulo afn!nw ltazl4ar4 

ot 11Ylnj;, thl talr &114 equitable d1atr1but1oo ot thl 

tlnaDolal coat ot tbl a.r, . &Jill tbl prowntl• at no11alw 

prot1ta t ra. thl war ettart. 

I l'lwm&e progru 1n ~with the•• pr1nc1plll 

will retain the 1nd1T1c1u&l lDDoae tax u the backbone 

ot our l'l'l'llllll •Tit.. 'lhe rat11 •bould be 1noN&te4 

rtoag top to bot\ca &Jill 1peoial pr1Y1l•Gt• ancl loophole• 

ehould be eHnlutM. 

'•'le aaet aclapt thl I1"'4W tax to ..., Delillo 1",. sboul4 

collect a tubetantial p&l't at the iDdhiclual l nc.- tax 

O\I.I'Niltq Ollt at 1DDoan when tbo7 are paid. 1111a will 

m&U the tax auier to bearJ lt will Lr ln.; the ~11117 1nto 

t ho 'l\oeuur7 •••• qu!olcl7 and r.IDN oerta.1Jil.TJ wbJ.le at tb1 

sara. t bw 1t wU1 r11111vw the moDe)' tror.~ the epelllllDg at.nla 

betol'l it oan be ulld to bid up priollo 
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1'be aoolal MOUrifi7 q~tea thould be expuded &1111 

extended to .ad to the oOIIGalo IIOIU'1t1 of the ~~&tloo. 

u pool&llrln the poat-ar perlo4o i'hh IIIUIIN, 

Juatlflod on l ta own merlta. would alao faolllt&te tbl 

f in4no1n.; ot the ..-. 

l'be CDount ana kinde of taz.a Conooeoe adopts will 

272 

havo a bearing on othep tho&l MUUNo lt 11111 need to 

tab. >utev.r the t:ro- of aotlon, tlJII 1e of the eaoenoe. 

!low meaaurea aboul d be pue!Hl and put into operation 

proapt~. ~1th1n the next few aoDthe our reoelpta under 
' existing r eYUUe law ana UDder lllt 11ft thoal mtaaul'll 

adopted by ~ C~u ehould approxlate OM-hall 

the COlt of the Federal Cow~~ 

{Se~~~ator Geor&'l ~~~~.; .. t od tho addi t lon of the f ollolli.a&l 

•To t ao111t&te the wol'lc ot the Consreu, I 
haft c11reoted the ::toret&17 ot the 'i'reUUl'f 
to eulalt 1111"- 1})101tlo i~wa at the 
plauwoe ot the Co1181".. ) 
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Selll'etarr )loaopllt.bma 

R&Daolpb I. hill 

SubJeott CoGfiHDOe with Senator Oeora• "~ 
the ~ RniiiiDI 8111, 

. 
a, S..tor George ~eaeral 'II'• rat with tbe u. ot the lut of tbe .u •• w dntt 

273 

atat..t_ that 'I'Nulll'7 ahoul4 wi tbh a t• -u. be eolloot!JI£ halt 1 ta apollll1 tuNe trca 
IUrNIIt "lm••, It wa oapl&1De4 t bat the 1101'i 
"lftiH• W11 IIIUt to 1Aolu4a DOt oulT tuoo, but 
&lao aiiO!l - u tor..a l•Mlac• PNolH 
t1poa .... -u..a 1D t hia ooDDOOtlOL 'I'M s-tar MiA ha ba4 beari that the BII4G•t woul& Pllll 
1~00 b1U1oa fOl' the tlual.,..,. ~ lo OODtlnM 
thla finn, 111111 1t aa \DlePatoocl that the cro-• 
oolleotloaa IID4er thia t....U. woul& baYe to total 
about $60 bllllan, 

\ 
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a. ~·'"'7 ~ wo\AU be Uairable. It .. •t olear to s-tor ~ wbe\w the Coacrlla1oul 

Hlltbat tor •-.~ leii41JI& woulJ uoept a 
pllllf• ll\lttlelonu, gaoeat to ..aco up tor the le11 
ot 'Nluat.n llollll aalia w1 t h ao.a a4cU U-.1. aet 
aaiL Be al4 thl~ bow'NI' that the total. llhilll 
e011£1'111 wou14 pi' 0 frta {.;01 11114 OGalpul10J7 
leDI11Q£, woula be lui:• tbla ~ tota11t woull. provlai !rca tu01 aliu. · 

4. In l'HPODao to a qu .. uCIIl Souter Goorgo aa14 he 
tbol.l£b\ 1t ~t •ll be deairablo t o aoloc:t a ! • 
lapoiotaDt u- aDil tl7 to i-'. aeparato bill oonr­llll thla tbaoouch ~-quhklJ. Collection of tho 

' ln00111 tu b7 w1~l4111C at aouroo at "1'7 wb­
ataDtlal ratta woul4 be OM wob lto.. 

5. TlleN ... 110 ''•••alon ot the R\al plan at tho ••UJacJ th1l pJa 111dlt be an 1 tea of the tno 
..atlaMa 1a ' aboft. Mr. Paul turll11ht4 Saator 
GOOI'&t wlth a oop7 ot a reoent ltttor to tht Wu hi.QI[ton 
Poat UIGI'lblJrc tbt TriUUl'J''I plan ot Stptlllber, l i:i421 tor puttiJII tuplfva on a Olll'l'Oil\ bull. 

6. Dl1011111Jta a •-t ot Ill'. IAult B._ that lire a... wouU be •Wlue to lot tol'pOI'ato tu Ntoa ce to 10 pe...t uDilor ovteln ooDilltlou, Salter 
0~ ICJ'IN tla t nob an lntl'lllt lllpt w ll bo 
..SO 1t lhlrt ••r• prop• dtbt relit! ill4 (be 

ibaei ... ) I poa\ _,. Ol'odite 

?i 'rbe Soaator•a tontaUYt vltw .. that ConcroulOMl 
MDu-&t probab}T ecmtt•ef bottllt to a tptii41Dp 
tu aDil that 1 t woulA be claa1rablt 1t poul blt, to 
aahlno tho objtotlvta ot tho ~~ tu ln 110110 
other _.,"•• 

a. S..tor ~ ott1Nathal.T 1\li&lltod t hat the 
~ ,.....-u, oonaldv wbat lh attltiiU wouU 
be 1n ouo Cqrtaa 1na1ata on a aal11 tu. •u 1 t 
Will ~. 'lba 8oorttaq rtpllod that thla quoatla 

... .. 
I 
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th!tJilec!l !l.li.P, 
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S.aretar, Jlorc-tua 

II&D4olph Pa\ll 
loT Jlo"QCh 

DI..U.rll, 1~ 

SulljMtl ConteND. .. wUh ChaiiWil Jlou&htoa Oll 
..... lechlatlOll. , 

J. aoata .... wu hal4 at the !Na11117, Dee.ller II, 
lletwen Qai .... Dcn!Ptoa, S..ret&rf JloPpD.tllu, &M 
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Jleaara. Paul ad Bl•ch· Searetar, Jlorc-Uaa• aU tbat 
be 11111111 lib te llan~ ChaiNU Dovcbtoa ...a a -...ma 
whieh be na aulalttill& to the l'Na14aat u a ~ag~atlOD of 
at the Wcet •aace aouu a011tah oa tleal •tte ... 
!he S.aretarJ aii he W talba w1 th S.aatar Georgw uu1 
the t S.utor Oeorp hall lllrei the paaPil app .... h and baa 
11&41 10M IUCPitlOAIJ that the Sell&tor ila4 aua-atei tlat 
••tlnga w1 th · Collgreaa1oul laadara lie hel4 priOr to u 
ntenalTa aOIIlaPia .. w1 th the l'Na14ant on PITmue leglalatloa. 

!bot _ ... ._ for the Prealdea t na then ru4 to 
CbaliWil DoucJatoa, llho -a. the follow1Ac •-tar 

1. Chat.... Dovghtoa approft4 the Tl .. tlat the Welt 
llloaago lhov.U he pural 1A ohar&~ter ai lholaU aot co 
lato clatella of a tu pJ'OCN*, u thio alpt - too -h 
l1lra 41otatlq to Coacrall 1A the parfor.a .. of lta leg1.­
lat1Ta t.Dot1on. 

a. ChalNU DnPtoa aa1a he .. u_,.1Ate4 1a the 
affaota 111doh the prlce lachlatlOD W hall 011 the ooar• of 
retail pr1cee1. au that ao far aa he ooul4 - th17 had llea 
gol ng ap ate&41)T witlaout reetrlatlon. 

8. Chal .... J)oachtoa a&14 that bl -· D.Ot 1A faTor Of 
taltill& up 1001a1 MOV1t;J lec1alatloa, u4 414 not Mliaft 
that uq 011.1 et the .-thu.lDg ..-r• of hh c-lttee aa 
1A f&Tor of lt. Ia ali 1f auoh laglalatlOD 08M lip aU ~ .. 
c-J.tt .. iU ... J.je to 101111cJar 1t, pal'tlapl IU IIGiltha 1111..,. 
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~ required! and tba t, ill hh opinion, notblnf of &111 
llllportenoe would be reported out b7 the Ca.! tee, or, 
1t r~portea, woul.cl 'IN paa..a b7 the Bouae. 

27f 

4. It we Chalrun Dough ton 'a belief that 1t one-thlrd 
of •the J.lederal upen41turu wra •t b7 taxu, the oo1111tey 
would be doing utreuq wll. b to oa.pul1017 lending, he 
atreoaed the adTerll effect on the Tolunteer prograa, wi thout 
indicating diraotq hh o.n Tine on whether auoll lending 
abould be adopted and, if eo, at what ratea. 

6. Chaiftl&ll Doughton aaid ba thought tbare wre ·~ 
people who oould atana inoraa"d inc~ tazu, but that ba 
waa fearful that inort&lll in ratea would be too burdenl<* 
on otbera. He aaid ba waa in fuor of taxing ae far 11 na 
reaeonable without deatro1lng enterpriae or bankrupting 
people w1 tb he&Tf obllgationa. Be aid not apeoifT, howvn, 
at what i.nco1111 lnell he thought the inoou tax could ~ 
increaaed, or how auch. 

6. Chairan Doughton did not indicate &111 Ylewa with 
rupeot to collection at 10urce, th8 Rual plan, th8 apendinga 
tax, the aalu tax, or other uttere. He aaia that thia waa 
not the tine to 41aouu detail& of the tax prograa. 

(lalt:f&led l ...... 

" .1-IJ 

t 

RB:IIT 
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}~ deer Jw . Pres i dent : 

I noturally was disappointed not to have been able 

to :,ee you this morning, but I lenrnod from C.t•ace Tull y 

tho reasons for your postponing your return to Washingt on. 

The J.lorgenthau faui l y h&.d planned to go home this 

uf · •noon to spend our Christmas on the fat~, ar.d I ~ 

sare that you would not wnnt me to chanr,e our plans; 

h~nc6 , this letter. 

You will find enclosed here'tlith tht•ee memoranda. 

278 

'l'he first one is our sugeestion for your Budget Jlessage which 

has been submi tted to both Senator Geor·ge and Congressman 

Daughton. 'fbe ot her t wo memor anda give a repo1•t of llni¥ 

llin5ll the visir which Paul, Blough and I had with these 

two gentlemen. 

You will remember that when r.e discussea now to 

present the tax problem to the Cons;ress thot you and I 

asreed that it 11ould be best to have you dlngnose the cas~ 
""- If~ u. ~r ~ • .,.__,.,. 

rrithout makin ~y specific r ecommendat ions 119 to boy; t o 
A 

cure the patient . Af ter we had met with both Georce and 

~~ *l . e · goedm> ]lay J)oughton we all agr eeci that sAts ees P' 

I rot:~ind you that ;vou said, in disoussin1: thi.• ndter, that 

it is 1nuch better to let tho"' set up the J,ine Pins and have 
,..,~ &-r .h;:......... 

you knock them down tnru. to do the rr~urse . 
~ A 

• • • 
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'ile herb in the TreastiT'Y agree with you the.t t.i.is is go.:>d 

strntegy and that you uill Ket quicker and Ilore satisfac tory 

tax legislation if this procedure id followed. 

Grace Tully he.s kindly consented to put this naterial 

in ;·our hands bni &ht, 11nd I would li:te very much to dis­

cusb it ;,ith you on the phone tomorrot, Lt i'OW' con·tenience . 

Yours sincerely, 

, 

.. . -

( 

Regraded Unclassified



2d0 

, .. 

Regraded Unclassified



281 
TREASURY DEPARTMENT 

INTER OFFICE CO,.. ,..UNICATION 

DATa DEC 23 !942 
TO 

SubJect: in the Unlted States During 

-

Acourate details on the t1nano1ng ot the Revolutionary 
War are unobtainable. Author1tieo d1tter as to a&aunts . 
Domestic financing took the tol'll pr1noipally or intlationaey 
1eeuea or 0'..1rreno7 the aggrega te apeoh value or 'llhiob haa 
been var1ouely estimated at amounts ranging rrom $36 1111-
llone to $70 millions. In addition, dom~et1o loans or an 
aggregate epeoie value or about $11 millions were floated 
througb domestic loan ottioes. Loan ooma1ee1onera r eceived 
1/S ot 1 percent oomm1as1on. Loans from foreign govern­
aenta a110u.nted t o slightly 110re than $10 a1111one, or wb1ob 
$6. 4 ailliona oaae from France; $J. 6 a1lliona from the 
)latharlanda, and about eo. 2 a1111one rrom Spa.in. 'l'be loane 
trom France were granted mora t or political reasons than in 
oona1darat1on ot the i nterut return. The Dutch loans, on 
the other hand, were purely bue1naee transactions. 

The War ot 1812 was an unpcpulo.r one particularly 1n 
the northern financial oentara and thil taotor may have 
a ccounted tor the tinanoial d1trioulties encountered by the 
1'raaeury. Borrowing, including a loan or $11 111111onl 
author1&td before the declaration ot war, and two loans 
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atter the treatJ or peace aaounted to about $125 aillione. 
or th1a eua, $56 a1111one oone1ated or Treasury note1 Which were reoeiYable tor publ1o duea and were transferable 
by endoreeMnt and thue were able to pet•fol'll 110et ot the 
tunot1one ot ourrenoy. 

The $11 a1111ons loan nutbor1&ed in Maroh 1812 about 
3 mon~hs before war waa declared, bore 6 percent interest, 
was ieaued at par, and was euooeeetul. In 1813 boweTer 
a loan or $16 millions at 6 percent had to be ricated baiow 
par and subscription boolte bad to be reopened a aeoond t1ae. 
Four other loans were floated at Yarying 41aoounte and 
interest rates. Figures on aaounta ot aoney borrowed are 
fUrther oontueed, howenr, by the raot that payaent wae 
aade frequently in banlt notes or Tary1ng degrees ot depre­
oiati"n - a aituation wb1ob hal not exiated ainoe the 
creation of the lilation&l Banlting Syatea 1n 1863.· !be Bouae 
Waya and Meana Oomaittee eatiaatad, in 1830, that, aeaaured 
in apeoio, the proceeda er aore t han $80 ail liona or borrow­
ing, other than notea and teaporary certifi oatea, during 
the War ot 1812 waa only $3~ ailliona. 

In the Mexican War, wh1ob was ae popular ae the War 
or 18~2 wae unpopular, a net indebtedness or -~9 millions 
was created. All loans were floated at or abOve par tor 
6 percent bonds. In one loan operation bids ware received 
tor $58 millions on an orter1ng or $18 aill1ons. No 
aention 1a aada in. the Annual Report• or the Secretary or 
the !reaeury or the aenioee or :a:. w. Olarlt and Brother• 
(credited 1n the attached clipping with ra1e1ng the aoney 
tor the GoTernaent), but the tina i e lie ted a110ng the 
euocaaatul bidders tor the loane or 18~ to tha a110unt or 
$950,000 tor a loan or $18 ailliona. Oorooran and Rigga 
ot Washington were awarded $1~ aillione or th1e particul ar 
loan tor their own account, that or Baring Brothers and Co., 
and others. 

The tinanoe of the Oivll War waa again aarlted by our­
renoy inflation. Specie payaenta were euapended at the 
end or 1861. Saall denoaination, deaand treasury notes 
had already been iaauad to the amount or $60 a1ll1one 1n

6 1861 and under authority or an Act or February 25, 18 2, 
$150'ailliona or United Stataa notes, nonintereat-bearing 
and legal tender, were i ssued early in lS62. Tbie amount 
was later augmented bf other 1eaueo to an aggregate or 
nearlr $500 a1111ons (1nolu41ng •27 aillione or paper aub­
e1d1ary ourrenoy, "3h1nplaatere1 ). In addition, Treasury 

• 

•• • 
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note• bearing interest (some of it ooa~und interest) were 
ueued to t he aaount of approx1aatelJ f'IOO millions. 'l'he18 too, were legal tender. Long-term borrowing was chiefly ' 
on the baaie of 5 - 20 year and 10 - 4o year bonds, the 
termer at 6 percent and the latter at 5 percent. Approx1-
matel.y 1775 m1lllons of theae bonde wer e iuued in the 
period 1861-65. 

The 01T11 War marka the firet large ecale popular 
financing of the United Statee OoTernment. This waa the 
operation for which Jay Cooke beoame faaoue. Cooke aadl 
use of 2,500 eubagenta who canvaend the oountrJ on bebalt 
ot the 1 F1Te-twenties1 and again for the 7•3 percent notee 
of l864 of which 1671 a1lllone nre iuued. .Ul in all, the 
financing opera tions in whloh the Cooke organization • ·• 
active y1elded somewhat more tban $1,000 millions. Cooke 
received a coaaisaion of 1/2 of 1 percent on tbs firat 
flO m1llione of subscription• and 3/8 ot l percent on eT&rJ­
tb1ng oYer that amount, in selling the "Five-twent ies•. 

It ehould be noted that the foundation of the National 
Banking Syatem in 1863 with a national bank note o1rculati on 
of $300 millions authorized, all of which must be backed 
dollar-for-dollar by United States Government securities 
waa helpful in selling bonds. 

The financing of the Spanish-American War in 1898 
posed no important financial problema. 

During the first World War, in 1915, an Anglo-French 
loan of 1500 millions waa aold in this country. The orig1nal 
aaount projected bad been $1,000 ailllona, but bankers felt 
that this waa more than oould be floated aucceeefully. 

After our own entrance into the war, five popular loana 
were floated, agg:-egating over $20 billions. Subacr1pt1on.a 
oaae to about $24 billions. The oTeraubecriptions were 
greateat on the first two loans and l east on the laat two. 
On the Firat Liberty Loan, subacript1ons were allotted OnlJ 
to the amount requeeted overeubeoriptiona being allotted 
on a graduated baeis, s~bscriptiona o~ fl~~~~ ~~ un~e~or-
being allotted in full. In t he Secon el in th~ laet 
tion of oTeraubaoriptiona was aooepLoted,t~f~ll amount eub­
two Liberty Loa.ns and the V1otory an e 
scribed was allotted. 
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Dc~aila or the L1bert7 and Viotorr loans are given 
i n the following table: 

Loan 

first Liber~y. 
Second L1bert7, 
Third L1bert7, 
Four tb L1 berty, 
Vic tory no tee, 

1932-47' 
1927-42 
1924 
1933-38 
1922-23 

• Tax- ~ Coupon Aaount 
:exemption'( rate !(billions ot 
• I percent): dollars) 

J'ull 
Partial 
Partial 
Partial 

(Partial 
( J'ull 

The bonde ot the Firat L1bert7 loan were tull1 tu-­
exsap~, in keeping with the pattern eatabl11bed by prev1ou1 
Government aeourit7 1esuea. 'l'be impoa1tion ot haaTJ sur~ax 
ratea on income , however, made complete tax-axeaptio.n 
undesirable, and subsequent Liberty loans were made par­
t i olly tax-exempt and the ooupon rates were inoroaaed. In 
the Victory loan, subscribers were given a choice between 
tull7 tax-exempt notes at 3-3/4 poroent and partiall7 tax­
exempt notes a t 4-3/4 peroent. 

Bonde of the Firat and Seoond L1bert7 loans were ade 
convertible into the higher-coupon bondc ot later loane on 
the ground that investors aigbt withhold subaoripUona un­
less assured ~ha~ the7 would be eligible to receive the 
beat rate available. 

Liber~ and Vio~orr loana ware antioipated by the 
iaauanoe of oer~ifioatea of indebtedness, in an aggregate 
aaount ot $17.0 billiona. In this wa7 ~he diftioul~y ot 
ant1oipat1ng tu~ure tinanoing requ1reunta wa1 avoided. 
Cer~if1oa~ea were accep~ed aub11quen~l7 in paJaen~ f or 
bonds. Quo~• a tor bank purohae11 ot ~h••• oert1tioatea 
were ea~ablished b7 the rederal R81erve Banke under gen­
eral ina~ruo~ion• iaau1d b7 the Seoratarr of ~be !reasurr. 

Sale• of L1bert7 bonde and Viotorr notes were proaoted 
b7 a variet)' of dev1oee designed ~o produce widespread 
popular responsa. •rour-llinute epeakers• urged bond :pur­
ohaseo a~ naarl1 all public gatheringa. Ind1v1duala were 

• • 
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subjected to atrong social preeaurea trom a varietr ot 
direction• to induce them to aUbaor1be the1r quotas , Bow­
ever, no oomm1se1ons were pa1d tor the aale ot these eeou­
r1 t1ea. The number ot aubsor1bera to each loan 11 given 
(1n millions) 1n the tollowing tables 

Firat L1bertr •••• •• • •.• • ~ 
Second L1bertr •••••..••. 9 
Third L1bertr ••••••••••• 18 
Fourth L1bertr •••• • ••••• 23 
V1ctorJ notea •.•.• . ...••• 12 

Attachments 
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··pa«! out the blc&at ones and swt<d 
firing:' and, u the U.S.S. Boise did, will 
kctJ) on firing until they have taken c:are 
of nil. 

·rur. Rt~votUTIII'II'f - lknjamln Franklin, 
probably 1hc bdt P leun11.11 of all times lor the 
"Anu:rictul W~~oy.'' 10ld $111?1 0,000 bomb 

He aold more than $2,000.000,000 o1 bond.,' 
a\-eraginc Ia. thu pu IM &. '\ 

Sr.vnsu AMUIC"..UU W .u- No •P«i"l Mine. 
ing wu n«t:t~~ry. The public debt lncrcoued 
oaly $'2oo.,ooopoo, 

\VollU) W""" 1- The 't'lruu\clal diltrlcc wu one 
of the lew element• in dte nallon "prcpatcd'" 
when w11r w AJ ac:uulll)' decllLrtd in April 1917. 
Then wu no demoralludon. l~iope eaJled h 

~,broad, moJtly ln 
France and I lolland. 
(C..noy P.ocllsh I•· 
\utort .-adily forgot 
llw:ir enmity lO the 
S•~•e~ and hdd ma.t 

Who Sold the'""aonds 
in Other Ware? 

''uncanny ... Earliu, in 
191.), the propon.J ol 
a $1 ,ooo,ooo,ooo loan 
for the Anglo-Frtoeb 
mi.t:don did ~eem 

.t tbac boodt whm they w·m: poid oil.) 

O<hn- ...... boodt tOld abt-oad. - $t4.· 
000.000 WU'C JOkl domacic:aiJy. Thty WUC 10 

.a pat catcnl iJIUCd by the auc~ and Ales· 
~adtr lbmlhon., fint Scercury ol the Treas­
ury. bid the r~~m found;uion ol Uaht:d Stares 
tf'(dif the wodd ~·cr by scttin& the fcdtnl 
p·tmmt"nt to aJSume the debe- at a ~Calc-down 
in intcra1, 

W"a ov 18 1 ~-A $1 ~000,000 offering co fi. 
nancc this unpopular w:.r reec:J~d aubs.criptions 
Dr only ~~.ooo from the lh•blle. Stephen 
Gir.ud, Jolm j acob AJtor, and 001vid Parrish, 
titpilnli~• 61 the da.y, took the balance ott 88 
fOf 51. 

~ff!JtiCAN Wd-£. W. Clatk 4 Co •• of Ph.ib­
ddphi~. '~'<tre the govc:rnmcnt'• bmken in 6· 
nJ~nCi~ thb "'ar; toJd modttatc amowm of 
bond• lo a few wealthy indMduab.. 

Cn'1t. WAJt-Jn 1861: whh Europe unfriendly 
to the Uftion and whh '"1M marlttc abawtcd 
aod lhe ability co ra1tt money leucd. .. Jay 
Cool:t, who p hi.t lnlci~ opcricnc:c with £. 
W. Cbtt .t Co. in the ~tttian War IUwK.. 
U.,, wu appointed "'~vnmau ~ ~a 
A8tnl ... 

Cooke hired ).000 Altsmut who ''01--cr·nn 

chc COUJUt')'Jide, evuy hamlet and farm, appeal· 
ing co ewry IMna pcr.tOn. ·• Hi.t posctrs and 
t:irc:ulan (whh plcturt~ o( eaglet and mothers 
on one aide-popular~ on the ocher) .. were 
in every rtllrond tuujen, c:ouu houM:, hotel, fat· 
tory, toll houJC:, pou oll'tee, on every crec and 

pole." 

"-"C'mc and "'·u 
cut to l yeo,""''tOtO. but by mld-agt7 the Ama· 
icu m.ad:n had ablotbcd aln~C~tt J.s.ooo,ooo,ooo 
ol repa.criaccd Amman teaarftia. 

h wu nee fully rcaU.ecd in 1917, howtvtt, 
that a ""nation ol iftv.c.lt0r1"' had bcm uuml. 
Thtn: W1J aomc pcuimjtm, '"fur that a $'2,ooo,... 
000.,000 Librtty l..o=ln would ~-cr 1u«ccd.'" 
Sceptic. •:aid, "'The Amaiean people are not 

thrifty, haw nOt bttn &iw:n the hlbh of buying 
govt'mmcnt a«milltt." 

But finandal hotuu all ovtr the country thut 
up shop so fllr at ordinary opcnuloru were 
contc-mcd, J)llt all dtc.lr drive lxhtnd the h.ooo,. 
ooo,ooo offc:rina. and goc $3,ooo,ooo,ooo in sub. 
KriptiOnl. 

The wnt t«hnique a.old in one chn:e·W«k 
pc:riod in the ran of 1918 wh~l iJ undl now che 
"-"'O"Id's I~JWC:S• teeu.rity 1~7tOOOtOOO,ooo. cbe 
Founh Ubcny Loan./ 

On SEC Rule 

On Orttoba s• the IBA'• commmu OD 

• Nlc ~ by th< SEC oWl r .. ._ 
btioOft ol the 0\'Ct"•th(..couftta marhu, 
daipattd Rule: X· t$CI·•O. we«: tub. 
mined to the Commi•~· Jndudcd w:u 
ll s~ial an;,~ly•b of the w1y in whkh 
markcu ror municipal accuridc. would 
ha,•e bt~~:n aJfcc:ted. Copio were sent to 
aU mc:mbll:n and ate: available to othm 
upon r«Juett. 

• 
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volvcd in this drive may be obtlllncd by 

comparing it to the total of approximately 

$9,ooo,ooo,ooo which was raised through 

the we of new issues of stocb and bonds 

of domestic corporations in •9•9· In eon­

tr.ut to this assignment for one month, the · 
largest amount of new corporate financing 

in any one month during 1929 wu $1,.500,· 

ooo.ooo. 
In the meantime, hov.-ever, the capaoity 

of ·the market to ab!orb securities has ex­

panded, and the nation'& inve.tment re .. 

sources are adequate 1o take care of the 

demllnds that will be made upon them, if 
inft.tion of prices i1 not aUowcd to akyrocket 

the costa of the war. 

Proof of Bond-Buying AbWtr 

One indication or the country's ability 
to buy bonds is evidenced by the record 

level of bank deposits. Total bank balances 

of individuals, partnenhips, and corpora­

tions are currently in excess or $6s,ooo,­
ooo,ooo, M compared with $34-,ooo,ooo,ooo 
at the low point in t933, and only $~o,ooo,­

ooo,ooo at the previow peak in t929. It is 

obviow, from th ... 6gures, that many of 

them have money in the bank over and 
above any reasonable reserve needs. It is 

part of our job to induce them to put all 

in excess of minimum CUJ'T'ent bala.noe re­
quirements into Victory Loan teeurities.. 

Another indication of the. nation's so far 

untapped invC$tment resourcc1 is contained 
in the record-breaking current volume of 

individuals' saving. and the fact that the 

money is being held in currency or in check­
ing accounts to a great extent. 

A study made public recently by the SEC 

indicates that the total income or indi­
viduals during the three month$, July, Aug­

ust, and September, 1942, exceeded all liv­

ing expenses by $11 ,!foo,oootooo. 1"hi!1 is at 
the rate of almost $4,000tooo,ooo a month, 

3 

the fastest ac:cumul.1tion of surplus ~ 
power in all hiotory. 

Of this $1 1 ~.ooo,ooo, the people uooc1 

an estimated $ •,950,000,000 to buy ar 10 
pay oH installments on automobiles lOll 

other durable soodt. They used $21o,ooo,. 

ooo to pay on mongage1 or make d...,. 

payments on new homes. Other debts....,. 

paid down $83o,ooo,ooo, and $1,370.000,. 

ooo wa. put into insurance (inc:luding JOCial 
•ceurity), building and loan :woeiati..., 

and similar savings plans. 
This left a babMe of $),040,ooo,ooo, 

with which they bought only $•,8oo,ooo,ooo' • 

worth of government banda and baldy 

$4o,ooo,ooo, on balance, of othtr securitia. 
A net balance of $+,2oo,ooo,ooo wu re­

tained out of th.is three-months' income ud 
held in cumncy or in checlting accoun11. 

This accumulation of idle mooey hu 
gone on steadily for some time and at a 

1wiftly accelerated rate recently. AI iruull· 

ment purchues are eliminated, old debu 
are paid ol£, and new durable gooda dio­
appear completely from the markeu, thit 
tendency is accentuated. Such ,large sur· 
plwes in currency and in chceking aeeounb 

obviowly constitute the moot urutabk tJe. 
ment in our financial situation and tbt 
greatest inflationary threat. 

Piek BiggHI Durer cmd f'"~rol 

Converting these excess ac::cumulatioos ol 
cash and theJC idle . balance. into go""m· 

ment li«Uritiet is the fint objective o£ the 
Victory Loan drive. The broad divenilica· 

tion as to r.ue or return, maturity, redtmpo 
tion provlsionJ and purpose, or the various 
issues being offered makes available a sound 

investment for any type of funds in any 

amounts. 
The investment banken have br<>1dened 

their lists of prospects, and in the wotds o( 

Cnpt•in Edward J. (I ron Mike) Momn, 

' 
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SfNDS YOU ITS CONGRATULATIONS ON THE OUTSTANDING SUCCESS OF THE DECEM 

-BER TREASURY FINANCING, IN TH IS FIRST BIG DR IVE OF THE WAR 

THE AMERI CAN PEOPLE HAVE RESPONDED TO YOUR CALL 

FOR FINANCIAL SUPPORT OF THE WAR EFFORT IN A 

WAY WHICH SHOULD GIVE YOU REAL PERSONAL SAT ISFACTION 

AS WELL AS THE SAT ISFACTION WHI CH COMES FROM DISCHARGING 

THE DUTIES OF YOUR HIGH OFFICE 

ALLAN SPROUL 

CHA IRMAN, 

• 

• • • 
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000 IIU.J)J80H AVBHOI$ 

oll'l"JJeOr 
Tft . l'llll!lall:l""'"' 

l'l t:W YOHK 

Honorable Henry Morgenthau, Jr. 

December 23, 1942 

Secretary of the Treasurer of the United states 
Treasury Department 
Washington, D. C. 

Dear Mr. Secretary: 

Mr. Thomas H. Lane has forwarded to me the 
certificates which you so generously awarded me and our 
Company. I thank you per sonally and on behalf of International 
Business Machines Corporation, and want you to know that 
It has been a r eal pleasure and privilege for me and all 
members of our or ganization to work wlth you and your staff 
and you can always count on us for our cooperation and help 
to the extent of our abUlty. 

I take thls opportunity to congratulate you on the 
outstanding record you have made In handling the financial 
affairs of our country, whlch I realize In these trying tlmes 
ls a gigantic task. 

Wlth my good wishes to you and yours for the 
holidays and the coming year, I remain 

Sincerely yours, 

TJW:ef 
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TREASURY DEPARTMENT 

WASHINGTON 

Deoamber 23, 1942 

-. -
MEt.:ORA!<I.lU\1 FOR YRS. KLOTZ: 

In accordance with a request this 

morning from Mr. Morgenthau, I hand you 

the attached report shov1ing the cost of 

our radio programe . 
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TREASURY DEPARTMENT 

INT£R OFFICE COMMUNICATION 

JLr. Ora••• 

llr. Sloan ~~~J.yv' 
In aooord.&noe wi til your r equeat., 

tho ooot to tho llo.r So.vingo Sto.ff tor 
1JI tho lntoroot of lfo.r Suingo Bondo. 

thoro i o doto.ilod below 
radio progromo now running 

1. lre haTe a thirteen w·eek: contract w1 th the Blue Jietwork 
tor a one-hour pro&r&a entitled, •OYer Here•. the 
toto.l contro.ot coat h not to oxcood t 78, 000, o.ad in­
ol\tdea the coat ot the 1oript, and the union ecale tor 
au.a1o1ana, actora and writera . 

2 . lfe h &YI a twenty-aix week contract tor a halt hour 
prov• entitle d, •sondwa&on• with Station WOR, Newark, 
N.,. J orooy. Tho coot h approx111&to.ly $600 por pro­
gram and expenditure• ar e blins ud.e tor the aam.t 
it~• lioted obove. 

3, We are now producing an &Yeraso ot three "rr.aaury 
Star Parade" transcriptiona eaoh week. Eaoh ot theee 
ooot approximately $1500, or a toto.l of $4500 per week. 
Again, these oxpenditurea are tot the it~a litted 
&boTe, and tor stamping ot autt1o1ent recorda to cover 
diotributlon to radio oto.tiou. 

4, 11'1 l.rO DOW lD&king tranoo.riptiona Of 0 f roUUT)' Song 
Para.de• • hioh are reoor41nc• by popular lin&era with 
IOOII&goo pr....,ting Wo.r Bondo ud Stmpo inoluclod. 
We ha•e aade 120 auch proc;r .. a, 8 pro&na• bela' on 
eaoh r ecord, or a total ot 16 reoord.a to da t.. The 
coa t at thia tiae haa been $32,000. I Wlderatand trca: 
Mr. Callahan that we b&Ye received aore !a• orable 
OCDie.nta tr01:1 the radio• t t&tlone on theae recordin&l 
than o.ny other thing wo hno turni ohod horototore. 

6. There are mAily program• prot~ot1Jll Wt.r Bonde and Stamp• 
~loh are given to the St&t£ at no expenee. auoh aa, 
the proaont program• on Soturd~y and other ni&)lto dur­
ing tho week of the orohootrao of Horaoo Heidt, Alvino 
Roy , Ll ttlo Jaok L1 ttle and TO!lllY Doroey. 

- ---- e. 1 allo undoroto.nd that thoro h under oonoideration by 

. ·o--?'-"""' 
t ,;rc- '( 
11. .: .. A·'() 
jl~" 'I'. 

Wra . Morgenthau and ~oteaaor Welch , a • •r1ea ot tr~•· 
oriptlono entitled "Golden ! all• "· Wo hoYe opent to 
do.to. $1200 tor four tranocriptlono which ar e boing uood 
now tor expo rl.&onto.l purpoooo to dotornlno it th io 
eerlea would be beneficial. 

.. 
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Dear In1 

I • clacl to lMI'Il frta 1•• tbat tile 
"lluMae to the U.rl ... Pa~Wr" a .. - ..,. 
Bona Mcltlat are Mt allelJI& R.P.D. "-•• ap , ... ...,. 

I appraalat• J OV coo4 ..,,.., aboat the 
th•• at t he ..... p. ,,._., are alreev 
fl114U. that 1fap Bolllla •b a pocl plaoe \o 
etora ( hair oaab orop, eo I teal oontl4aat oar ••eel le klag plant.a la fertile eoll. 

11411'17 Chrbbu all4 all the other COM 
wbhaa of the ... eon to ;roo aM rove. 

Mr. Inlllf W. I..Ua, 
Aaarl ... AJrlaallarlat. 
laYlap JaM la.llcllJI&o 
ItJ.aa0 ... tark. 

SboaralJ, 
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l*•ber 2.) , 1942. 

Dear Irrl 

I .. glad t.o learn ~ :rou that the "Veeeago t.o 
the borican FarMr" and our War Bond booklet aro not 
aiuing &IIi' R.F .D. bo.ue -'"'1' ,.,...__ ' ...., . 

I -..preciow your good 'I{OI"da about. the th- ot 
tho H aup. Fanoers are alrea<IT tinding that War Bonde 
.,.ke a good place t.o et.ore their eaah crop, ao I teel 
confident our oeed 11 being planted in tertile eoll . 

llerry Chrietuo and all the other good wiehea ot 
the Sea eon to you and :roura. 

/, 

Ill'· Jrrtng w. Jngalla, 
4 <1Yortio1nc llanapr, 
..,_rican ..lgriculturiat, 
SaYing& Bank Building, 
Ithaca , !lew York . 

Sincerely, 

• 
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JLvmc+N AliBrtlllJlRIU 
Tlw F- Pat- of dw N""""-

II,,Ufi OI<NO DI~AIIIT IIIIHT - eo x ... 

December 17, 1942 

Honorable Henry MOrgenthau, Jr. 
Secr eta.ry ot the Treasury 
Washington, D. c. 
Dear Henry; 

Your down-to-the-earth l ette.r-
A MESSAGE TO mE JJO!:RICAB P'A.JIXI!R-together 
with the War Bond booklet found ita wey to 
the R.P'. D. box on DIY farm at Trlllllllnaburg. 

Your theme wvictor;y must be 
planted like any crop and it takes many tools 
to cultivate it, t oo" says a whole lot 
quickly. I am sure tbis letter will really 
register with farmers in tbis section and 
keep them buying War Bonds to the limit. 

:rours . 
With the Season' s Best to :rou and 

IWI:R 

• 
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... ' •• 1,. 19'1. 

., ·-· .... le141 

... CleoJ'IIe W&Adere h MW "'111'1ll&e to J Oil 
etur lah tov or 4a1;r laere wUia ••· ... lllaa4ere 
-• MU llelphal la p..,.rl .. \be J*bllal11f' tor 
\be 'flotoi'J ha4 4r1••· u4 I eaa't Mc1ll to taU 
7011 bow •• •• appreolate« JOIU' leediac llla t o ••· 
Ia h an ezt~7 able all4 patl'loUe senel-a. 

lo .. u.. la ...._ •• wlll e\ar\ ov MZt 
'floto•J Jlul4 4r1••• Ul4 I ela-.17 llope Ula& 7011 
wlll ln •• ba'fe Ill• to a .. h, u la a elallar 
uaaar at Ulat Uaa. 

Apla ---lJIC :ro• t or \be loa~~ or Mr. Waa4ara 
u4 wlalll, J o• a ••1'1 .. ri'J Ollrle\Me and a lapp7 
... Yur. r ... la 

..... o, ... fte14. 
a .. Yon leN14 71-lballe • 
... Yon. a .. Yon. 

Yova alaoarelJ. 

~ H. )(~\haa, Jr. 

cc 1n D1arr 

( 
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. . . 
!fEW YO RK 

](eralb - rJl'p <i!ribune 
Deoellber 28, 1942 

Dear Mr. Secretary• 

It wae a pleuun to btu 
that all bad sou well with Mr. Wa.ndera 1 work 
tor ;you i.D tbt Treu\11')' a.nd we are oxt,.....lJ' 
Clad to bavt h1a back. When )'OU knoW _,re 
dotl.nitelJ' about tbt tiM wben 7ou will -d 
Ida i.D t bt epri.Dc " eb&ll appreciate baYi.Dg 
a Utt.lo not~oe 10 that we oan plan ahead. 

With wry 11an7 tbanke tor 
70ur let ter a.nd tbt bt.t ot wiebte to )'OU a.nd 
lira. lolorpntbau tor a better lew leu, I aa 

Si.DoerelJ' )'Oura , 

4-~'-/!-.~ 

Tho Hon, Henry Morgentbau Jr, 

• 

, 
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ft.WI7If DIPU!-I*ft 

IXlMJ'Tik)Wl Cl 1~ aRRDC!' 

14! I.UII IX SAL l UP 

DAY !AftER DiCD!Bil D,lia 

IIONORABLI PUII'riS1: K. llarl, 

ST, IOBCE, laCHIG/,1!1, 

llf .lCCOftD!I'ICi Yt'ITH Till RB®XST COII'r UIG:D I If TOUR Tii..EGIUJI or 
DJ!CEW!t:R 2l, C.lREFUL Rml\J RAS !EEl )W)i OF Til DECISIOif 

DE!IJIBG Til! APl'U C!TlO! OF TH! lo\ICniG!I'I IUTIOif.lL BAI'iX FOR BlWIQIES 

Ill Di'I'ROIT AlfD BlT crri; I VERY IIUQf RZOR!T TiUT 'IE CJ.N nar mT 

TOUR l1 ISHZS Ilf Tl:I I S ll.lTTRR BUT Bl ASSURED IT IS IIOf IIEC1DSE OF .tiff 

LACK OF APPR!CIATIOI Of TOUR CONTRIBUTIOI S TO.TRi PUBLIC SERVI CE, 

STOP. OUR POSITIOI B01'II AS TO DETROIT .liD BAT em FOLLONS 

.. "" 

Pll &ClOUT II THE OFFI Ci Cl THE COilP'l'ROI..Ln rl fill tlllll\B.llC!' AND RliSTS 

UPOii SOORI.l DllliJIG P!UJICIPIAS. WSTOO B.UliJQ FACIUTiiS 11 

D£TiiOIT Al\E .lDI~ATi. THIS CIT!' IUS TH! S:RnCiS Of 'l''IELVI! BARIS 

.wiTH JNJ! IIUKDf.!D C.FICES .wi'LT SUFTICITlf TO l.liET Tr.B RS'lJIRElMftS 

OF CRADIT AlfD CE CalPE'l'ITIOlf. !:.TOP, 111 REGARD TO llEU!SE OF CLOSBD 

lW\lt DEPOSIT:: II BAY CITY n JI::!iE DIPOOITOR!: IIAVE ALREJJ)f R!l CEIVE:D 

75 PER CEPIT C6 THiiR CLAIMS AND IT IS OUR OPl lii Otf THAT IT I S 

PRhFiR.ABJ.B ro PRE:JJSRVB THE ltfDEPBM>EliT STATUS OF TilE NATIOIUL 8.00: 

OF BAT CITY RA'l'B!R Tl!.ll TO PEIUIIT ITS ABSaiPTIOlC A~ A BIUiiCII .EVllU 
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SHEiiT loo I 

AT THE B.XPitfSE at OOWE FURTHER DiLlY Ilf LIQOIDATIOJ. 

Al'l .l.DUITION.ll. F.lCl'OR IH OOR DECISION IS TIIAT THE 11llOLB I SSUE 

OF AXP.tN!li OI OF BIUJCII lWiWG II lliCHIO.&lf WILL Bi E'R.ESEIITED 

TO TilE W:CHICJJI STA'r£ lilOISUTURE WI! I CII WEf.'I'S Olf J.lBU.tRT 6• 

1948. QBYlOOii.T TKi APPBnyAI lE THR~i iRMICII!S AT THIS TillE 

-·t•&eto Bl UP!N TO CIUTICISlll.-

H. MOROEHTH.lU JR 
SEQ!ET.lRY OY TH' TRE.t.SURT 
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WA8HtNOTOH 

Deceabor 2), 1942. 

Dear ltr. Secretary• 

Juat a oote o! Chriat•e cr .. t1llil and 
boot wiabee !or the Hew Year with co~atlllat1ona 
OD the outetaDding performance o! the Treuur,r 
DepartaeDt 1D 1942. Your work 1a a 'f8f7 'fital 
part o! our war effort, and I epeak !or the eDt1ro 
l.r11ff in thiDkilli :you !or :your atrong aupport. 

Ma:r the New Year bring :you eYon greater 
aucceeaea . 

Paithtull,y :youre, 

Hooorable BoDf7 llorg&Dtbau, Jr., 

Secret&f7 o! the Treuur,r. 

Regraded Unclassified


	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
	00963
	00964
	00965
	00966
	00967
	00968
	00969
	00970
	00971
	00972
	00973
	00974
	00975
	00976
	00977
	00978
	00979
	00980
	00981
	00982
	00983
	00984
	00985
	00986
	00987
	00988
	00989
	00990
	00991
	00992
	00993
	00994
	00995
	00996
	00997
	00998
	00999
	01000
	01001
	01002
	01003
	01004
	01005
	01006
	01007
	01008
	01009
	01010
	01011
	01012
	01013
	01014
	01015
	01016
	01017
	01018
	01019
	01020
	01021
	01022
	01023
	01024
	01025
	01026
	01027
	01028
	01029
	01030
	01031
	01032
	01033
	01034
	01035
	01036
	01037
	01038
	01039
	01040
	01041
	01042
	01043
	01044
	01045
	01046
	01047
	01048
	01049
	01050
	01051
	01052
	01053
	01054
	01055
	01056
	01057
	01058
	01059
	01060
	01061
	01062
	01063
	01064
	01065
	01066
	01067
	01068
	01069
	01070
	01071
	01072
	01073
	01074
	01075
	01076
	01077
	01078
	01079
	01080
	01081
	01082
	01083
	01084
	01085
	01086
	01087
	01088
	01089
	01090
	01091
	01092
	01093
	01094
	01095
	01096
	01097
	01098
	01099
	01100
	01101
	01102
	01103
	01104
	01105
	01106
	01107
	01108
	01109
	01110
	01111
	01112
	01113
	01114
	01115
	01116
	01117
	01118
	01119
	01120
	01121
	01122
	01123
	01124
	01125
	01126
	01127
	01128
	01129
	01130
	01131
	01132
	01133
	01134
	01135
	01136
	01137
	01138
	01139
	01140
	01141
	01142
	01143
	01144
	01145
	01146
	01147
	01148
	01149
	01150
	01151
	01152
	01153
	01154
	01155
	01156
	01157
	01158
	01159
	01160
	01161
	01162
	01163
	01164
	01165
	01166
	01167
	01168
	01169
	01170
	01171
	01172
	01173
	01174
	01175
	01176
	01177



