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TAX- EXE!.fPT SECURITIES 

Present: Mr , Bell 
Mrs. McHugh 

Merch 17, 1944 
9t30 a.m. 

1 

MR. BELL: This is to you (indicating memorandum 
to the Secretary dated ~rch 16, 1944, attached). 

H.M. JR: You are going to do this? 

I!R. BELL: !lo, I was going to read this, and then 
I will tell you the plan I have in mind. You read this. 

H.M. JR: Gee whiz, I am getting short on time . 
(Reads memorandum) 

I read it awfully fast, but it ia all right wi th me 
it it is all right with you. I can't, in three minutes, 
absorb what you fellows have been fuaaing around with 
for three weeks . I will make you my conscience if you 
~speaking for my conscience--that is all right. 

MR. BELL: I think it is all ri~t. I think it is 
unfortunate tha t we have kind of gotten out on a limb on 
this normal rate. This is a good time to clear it up. 
Although you may get sane criticism in the paper, this 
is what I would like to do. This is sort of covered up 
in this report . I told Blough that I thought they ought 
to frankly tell t he Committee what this does and the 
questions that it is going to raise, and tell them that 
you are going to be asked about this in your press conference 
and ~ou intend to make t his statement . If they ere willing 
to go along on i t and let you make this sta tement , then 
you won't Interpose any obj ection to wha t they have worked 
out on a technical level. 

H.U.JR: I am counting on you to be the conscience 
of the Treasury and Henry Worganthau, Jr. If 10u say 
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this is all right and everything ia on the up-and-up, 
all right. 

l!R. BELL: I think it ia all right but I am not 
going to guarantee that you will not get some criticisa. 

2 

H.M.JR: That is all right. If I d.idn't get some 
critioisn, I wouldn't know I was Secretary of the Treasur,r. 

All right. Is everybody happy? 

MR. BELL: Yes, sir. Do you want me to keep this 
and give it to you when you have a press conference? 

H.U. JR: Yes. 

I.!R. BELL: Thank you. 
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laroll 16, 1,.._ 

TO THI SIQRitW: 

Onr t.lle put. t.wo yeare t.llere baa been quUe 
a lot. of dleou11ton about. t.utna t.lle lncoae fro. 
part.lally t.u-exeapt. federal 1eourtt.le1. tllll 
atart.ed ln tile aal!t. rtlbt. aft.er your Cleveland 
apeecll (.Januarr. l:r-+2) In wblch you propoeed t.llat. 
the GoYernaent. t.u the lnooae froa all omt.1t.andtnc 
Sttf' ~ iifll 1ecurlt.le1. The ruaor got. aroaad ia B~e t. t.lle Trea8Ury va1 alao con1ldtrlnc 
t.ulnf t.lle lnooae froa federal eeour1Ut1 . Up t.o 
t.be t. •• of you CliY!land epeeoll you bad 1\at.ed 
t.bat. any act.lon t.aten b7 t.ht fedtral GoYernaent. on 
t.utng 8t.at.e and local 1eourlt.le1 lhould be wlt.ll 
reepeot to tyt.ur~ le8Uee and not. on ~t.~~~~~ 
1I8Uel, but.n \ e Olen land epeech ore rat. 
t.lae you reooaaended t.~lng_palt. laeuea. At. a pre11 
conference on .January 26, 1~2. you were aated t.lle 
reaaona you had cllanaed your poUoy reprdlq the 
t.axat.lon of local Governaent 1eeue1 and you replltd 
"Ye1 - ln one word - War.• 

You were alao aaked at t hll pre11 conference 
ae to whether your pr 01al for t.axtn~ tncoae froa 
ou e d S e d Oovernaent. aeourltlee 
aean e re&IUrf a 10 tn atnd taxing lnoou 
froa thole out.at.andlng federal 1ecurtt.tea DOW exeapt. 
either tn wbole or tn part.. You eatd: 

•1 feel t.hat t.bere 11 a cont.ract. et.aadlftl 
bet.ween t.be federal Oovernatnt. aad t.lle 
lloldere of t.lleee t.u-extapt. 1eourlt.lee. I 
do not. lnt.end dlreot.ly or lndlreot.l{ t.o 
break t.bat. cont.raot. or olrouavent. 1 . • 

Aealet.ant. Seorekry Sullivan at.t.ended t.bla pre11 
conference and be vu aeted U be could I&J wllet.ller 
t.be Treaeury bad aDJ tnt.ent.lon of lndlrect.lJ reaolln1 
aoae of t.lle part.lall{ ex,.pt. federal I!CUrlt.lee bJ 
loverlfll t.be nnal u. Be replled: 
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•we ban ao\ ooneldered lowert., * 
norMl \u: OD lDdlYldaale or oorporaUone. 
OD \he other hand •• are oppoeed \o ., 
lnoreu•• ln \lle nor.l \u: and w \lllftk 
\lla\ any lnoreae• \ha\ Oonrr••• ooneldere 
ehould be lnoreaeee ln eur\u:ee ra\ller 
than \he no real \u:ee. The reucm wily 
we are no\ conelderlng a rlduo\loa ln \he 
noraal tar il, ae \he S.Ore\arf eald, w 
do not with to a\teap\ to do by lDdlreotlOD 
what we \hint we c&m~ot opnly aoooapllu 
direcUy.• 

Tille eta\eaent a\ your pr••• conferenoe ... 
directed t o the que1tion of a dellbera\e a,,..,, \0 
reach the incoae froa out1\andlq HCnlrl\lee. Vlllll 
the pre1ent 1iapllflca\lOD leglelatlon 11 far reaa.ed 
troa that purpo1e, eoae pereone .., claia tha\ eay 
propoeal to reduce \be noraal tu: rate clearly le 
in the ecope of your e\ate•ent that you VODld no\ 
do anything •directly or iftdlrectly• to dle\urb till 
tax etatue of theee eeourl\iee. In ay ,lnlOD \hat 
1e not a falr ln\erpret&Uon beoeu11 U 1 not con­
ellttn\ wltb the leglllailYe hll,ory of nor.l \IX 
ra\e1. They haYe been lnoreaald aDd deoreaeed e.reral 
tiae1 11nce Vorld Var I. It ••ea• \o a1 the logical 
couree to follow would be nat Iince tile ratea can 

4 

be increaaedi thu1 enlarging the Yalue of \be e:reapUOD, • 
they certain y can be deoreued, tllul dlainlnlq llle 
Yalue of the e:reaptloa. Ae a aatter of fact, ln 
1934 Coqreee reduced \Ill norat..l tu: froa I per on' 
to 4 per cent on lnooee &bon M,OOO, and lD \he Were 
and lean• Coaalt\ee repor' 1\ wu e\a'ed til&\ oae of 
\be reaeon1 wu to t.Do•• a lle&Yler llllrclea on parUally 
ta:r-e:reap\ tnoou. &lnoe your eta,_t of J~. 
1942, the aor..l rate• ban ben lnoreuld froa ll \o 
6 per cent, and the Ylotory \a:r of appro:rlM,ely 3 per 
cent wu added. 

The .... hletory appllee to 'h• oorpora\lon 
noraal 'u:. It hal been laer•MCI aDd deoreaeed aany 
\laea elnoe the laet war. Ae a .. t\er of fao\, \Ill 
corpore.\e rate• were oace llaee 'be laat lf&r u low 
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u 10 per ooa\. ftle '-"...,'liMa IMreanll to 
214 per oon\. a oor\alalr wald 11e tUO&IMI to 
uouo \k\ •••• \llo .. ,.,au:~e• 11aw a 
tu o:a:npUoa oa a ao.._l ra\o ot r oeat. 
Oonar••• oanno\ roduco \bo ra\o wt t ~rial 
, .. , oon\rao\. tb .. o ra\oo are Rid•' to ohz. 
IYOJ'f Uao Oonareoo ,UIOI a \U bill. fila' U 
be dttlnl\tly UD4ero\ood br HOJ'f ODe wH llolda 
par,lally 'u-e:a:eap\ oeourl,too. 

It •••• 'o •• 'ba' Ute fr-IJ ._1• 111\or­
pooo no objooUon 'o loworlna \H lailtndllal aonal 
\u ra'• U' , .. , Wayo and loano OO.'Htoo -*1• dee"• 
' o adop' a lower ra\o . It yoo are ~tOMd ta 
your preoo oonfore110o. u you uM'oaliWlJ wtl 1 1le 
at ' o wbe,her 'hlt lo oon,raJ'f 'o year prOYtCNo 8ia.d, 
I thlnlr you lhould .Ut a o\a\oaen\ &10111 \be followtq 
lineo: · 

•tba' \be ob~eotl•• of tho o.-.t''" wao 
olapllflcatlon: \ba' \he new ao .... l tu 
wao adop\ed ao par\ of a oo.probonolYO 
olapllfloa,lon ooh .. o: \ba\ boldoro ot 
par\lallJ o:a:oap\ Federal oeourl\loo 
ohouldn'\ f"l \11&\ 'here oamao\ be uy 
chana•• ln ra,eo af,or tbooo ooourl,loo 
are once houod. fbll bao no' booft , .. , 
hh,ory of noraal 'u ra'••· !boy b&YO 
been up and down aany Uaoo olnoo World 
Var I. •• a aauor of fao\ 'boy were 
IJ)ooltlcally roduood ln 19,at troa I r.r 
con' \o ~ per aoa' and tho War• aDd eeao 
Ooaal\''' o:a:prooolJ o\a\ed .._, one of 
, .. , ,...,_ ... ln rodaolftl 'II• wu \0 ,., 
a' 101e of 'bto \&:1-os .. p\ lnooae. ,..., 
pl&Jod no JIU\ ln \be purpooo Ilion. • 

1 u oure 'hero to .n ... h "'''"OD bu\ wtta\ 
you wlll ''' .... arl\lot .. troa tile 'r•••· '-' '' 
•••• \o •• \ba\ U to a aood , ... \o oloar ., \blo 
aaUor . Aoaordlftl \0 lr. lluo' ooU•to. \lien wlll 
onlJ booppro:a:laa,elJ •5.,aD atlltoa ot par'tallJ tu­
oxoap\ ooourtu .. ln \lile -... • .t llldlndlllalo -r \lllo 

5 
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LIQUOR CONTROL 

Present : Mr. Bell 
llr. Gaston 
J.lr. Nunan 
1.\r. Ire;)' 
lir. 0 ' Connell 
llr. Saith 
l.lr. Berkshire 
lir. Emerson 
Ill'. Baldridge 
1.\r. Morgan 
lir . Whitman 

llaroh 17, 19« 
9:40 a.m. 

li.AI. JR: Gentlemen, what wewere trying to do here 
in the Treasury this morning was to - we have certain 
responsibilities on t his alcohol thin~ . We are not 
trying ·to tread on anybody'& toea, or take any credit 
that doesn' t belong to us, or take any blame unneces­
sarily. 

You know, I think - I don 't know whether Berkshire 
~us here or not - I inherited the tail- end of Prohibition 
in the Department of Justice in ' 33. It wasn' t a very 
nice thing to receive. I mean, not f rom the Lepartment 
of Justice - but it was a very-very difficult thing, the / 
last war, and this Prohibition, and al l t hat . 

I tlunk unless you combine everybody involved, r~o 
in any way touches the liquor bueineea, and do something, 
I think we are headed right for a repetition of World 
War I. And for the Treasury, we ue interested in the 
revenue , and as a pt•i vate oi then, I like to drink in 
moderation, as about a hundred million other people do, 
too . I don't want to see this country go back again to 
Prohibi t ion and all the evils that went with it. 
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Therefore, I an calling thia meeting with the induatl')' 
and with you gentlemen t o aee what, if anything, we can do, 
As 1 say, when I got the tail-end of Prohibition, I want 
to say, in those days the industry waa very helpful to 
the Treasury in the enforcement fron t. They really played 
ball. 

In t his meeti"¥ this morning, the reason I invited 
Senator llcCarren - 1t is obvious he i a doing his busineaa 
and I didn't want him to think I r.as trying t o run compe­
tition with him. But I am going to put it up t o the 
industry, and undoubtedly they will make suggestions. 
I invited you gentlemen t o keep me on the t rack. Please 
apeak up at the meeting. If they say OPA did this or 
that, make misstatements, OPA is here t o correct thea. 
If they su~est something which is highly illegal, o~ 
would run across the Department of Justice indictments , 
I expect the Department of Justice to r•m up a red fie.g and 
say, "Well gentlemen, what you are suligesting is illegal, 
it can ' t be done ." 

What I think they are go Ina 1D do ia to hit for more 
production, and I don't know what the answer is , myself. 

l4R. WliiTJ.IAN : Would you like to have us give you 
briefly that story before you get through? 

H.M. JR : One minute, please. 

Berkshire, I thou •ht, if you didn' t mind, can you 
in ten minutes just tell them - not l.ere, but at the other 
meeting - ~hat we have been doing on enforcement? 

Mh. BEhKSHIBE: Yes, air. 

H.!t.. JR: Take out your watch and confine yourself 
to t en minutes , will you'/ I don't want this meeting 
this morning to last more than an hour. 

MR. BERKSHII-.E: Very well. 

n.b.JR: Now, if you people would go ahead, pl ease . 

8 
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L!J .. WH1TLWI : The \Yar Production Board needs are that 
we ge t the maximum production of industrial alcohol during 
this pel'iod when the demand is ao great and the rubber 
progr11m is almost eutirely dependent upon alcohol for 
cart•ying it B!ong. 

~e anticipate that when the time comes - the rubber 
program ha! eased up in ita demand on alcohol - we will 
not then need the fUll facilities of the distilling 
industry, but ~e cannot see that ln the lmoediate future 
ahijad of-us. Now, whether that will be next fall , or 
whether it will be a year from now, is uncertain, because 
~e don 't know. The hubber Director doesn ' t know bow well 
his petroleum nlan ts will co~ throurft, or how firm his 
ru~ber requirements are going to be In the future. But 
1 think that is the key to it from our angle; as long 
as the rubber program depends on alcohol, we have got to 
have it all. He all feel that the time wilJ. come •hen 
he can slacken off on his demands. 

H.M. JR: Now, may I ask you, what is the situation 
on importati on of alcohol? · 

~IR. \'4:1IT'lAN : The situation there is that the im­
ports will be restricted from Cuba and other foreign 
countries to the 1943 importation. That is being done 
bjf a 1\ar Production Board order issued at the request 
of the Foreign hconomic Administration after their Cuban 
negotiations, wLich have been running for the last few 
months . That r.ill apply to other foreign countries, but 
~ill be restr icted on- -

H.M.JR: May 1 interrupt you a moment? •hy did F&l 
make that request, as far as Cu~a goes? 

Mk. WHITMAN: Because the ~ubana propose not to sell 
us any black strap molasses. The{ a ta ted the t they r;ould 
have plenty of use for all of the r black atrap molasses 
in mWling beverage, and we needed the black strap for the 
alcOhol program, particularly because War Food says that 
the crain situation is getting ao ticht that they want 
molaaaea used to the maximum extent in order to save grain . 

9 
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As far as our own possessions, Puerto Rico and the 
Vir·gin Islands, are concerned, a somevohat similar limita­
tion is being established, but that i s a limitation of 
production in the Islands, not a Umitation on imports 
directly. The issue of wltat that production limitation 
wi11 be is being de termined in Justice Byrnes' office at 
the present time, the oppoeing interests being represented 
by the Lepartment of the Interior that doesn ' t want any 
control because of the revenue situation, and the State 
Department and FE!, which insist on pretty rigid control 
because of the agreement ~ith the Lubane. 

H.tl . JR: Is it the production of alcohol or the pro­
duc t ion of cane sugar? 

~!h . WHITUM : The production of cane beverage. In 
other words, rums, gins, and other neutral spirits which 
come f r om cane. It has no application at all to scotch 
whiskey or anyt~ing l i ke tha t . 

H. l4.Jll: "hat much I know. But I meant i t doesn ' t 
seem to make very much sense. I mean, why FU should have 
to treat Puerto t\ico the same as Cuba. We -are not getting 
any alcohol out of Puerto Rico. 

Iolli. \',1,ITJ.IAN : llolaases, which is alcohol. We bring 
it up here and make it into alcohol . 

H .~. JR : I see. ~ell , you don' t ~ar.t them to di still 
the molasses into beverage? 

Mit. Yilii'IYAN: To an excessive amount. 

10 

1Ut. MORGAN : May I add one point? In an article 
which appeared in the New York Times on Sunday, Senator 
llcCarran suggested the "''onstruoi!Oilof new facili ti!a to 
take oare of this si t uation, and that is not imposs1ble 
if t he policy hurdles - i f manpower and critical material•, 
a.nd ao for th, can be overcome. 

H.M. JR: It is not i mpossible? 
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1ffi. L!ORGAH: It is certainly not. The fatilitiea 
could be constructed tha t would use raw materials of 
non- food , or non- critical food souroe. 

H.M.JR: Is that a good avenue to pursue? 

!Lt. MOhGAN : I think Dr. Wbi tman will bear me out 
that it is the only avenue to pursue . 

H. U. JR: '"nat 110uld you use? 

Lilt . ~ORGill:: If you friah to accomplhh the goal - ­

Vit. GAS'IDN: That i s for alcohol production? 

l.Ot. L!ORGAN : '!'hat is right. 

ll.K. JR: What would you use for raw material? 

MJ\. WHITMAN: You might use petroleum gase·s , gases 
ft•om oil refineries. 

H.l,. Jlt: For alcohol? 

MR. \'111l'll.UN: For making synthetic alcohol, 

H.l.!. JR: But potable alcohol? 

~ 'nHI~ : By ddng that you •ould make a certain 
amount of i ndustrial alcohol which •ould relieve the load 
on the distillers and perhaps allow them to make some 
whiskey. 

H.M. JR: Oh, additional plant facilities for industrial 
alcohol. I didn't get that. And then relieve the distillers- -

~m. WHITMAN : Yes . Of course those plans v.o uld t ake 
quite a l i t tle time. 

H. U.JR: What is the time factor? 
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LOt, WH:rn.IAN: I should say the mlnim11111 would be nine 
months. 

~ MORGAN: However, in that connection it should 
be pointed out that we have a fairly substantial etockpiie 
and i f we knew these plants were coming along, we could go 
furthe r down into that stockpile. 

ll .M.JR: You have a pretty good stoCkpile of indue-
trial alcohol? 

Wlt. UORGAK : Yes. 

H.U. JR: Does the industry know that? 

!.lli. ViHI'IlWl: Yes. 

H.U.JR: Coming out of Ur. Neleon 'a organization , 
I mean , is there any likelihood at all of there being 
steel o•· manpoVIer to build additional facilities:i' 

1111. \\l!ITI.!AN : I doubt it, if it is put up on that . 
basis , tha t we are building it so the beverage industry 
can resume production--

un. I!OiiGAll: I t~t would have t o cCIIae from an 
order from a very high source . Certainly we cen't say 
yes or no. 

H.U. JR: Is there any very concise paper on that 
sub ject? 

ll.lt. MORr.AN : On t he supply and requirements picture 
of alcohol? Yes. 

H.M.JR: Of industrial a!cohol? 

lUt. l!.ORGAN: Yes. 

H.U.JR: I asked you, Joe, for that. 

Regraded Unclassified



- 7 -

LUt . O'CONNELL: ::imith asked me yesterday af ternoon 
get it, but I didn't have a chance . 

Mil. ',ll!IT11AN: I prepared a Progreea Report on t he 
3rd of January. I think Mr. Berkshire received a copy. 
I have other copies. It is not quite up to date because 
this picture changes every week. 

~ .M .JR: Could it be brought up to date? 

~R. WI!IrnAN : It is going to be brought up to date 
before the Gillette Committee this af ternoon , air • 

• 
li . L: . JR: Can I have a copy'( Ia that a public 

hearing? 

lllh . 1'4HTMAN : Yes. 

H. LI . JR : Supposing you eend somebody thu•e, Joe. 

J.m. 0 ' CONNELL: I v.oill. I will either go myself 
or have someone else go. 

H.l.! . JR: At the Gillette Committee, what are they 
driving at? 

Urt. v.HITUAN : That is the subcommittee which was 
f ormed when the President vetoed the bill for Congress 
to set up a rubber authority. Ever since then they have 
been watchin& like ha~ks to see what we did with the 
alcohol program. 

Llk. MORGAN: It is a subcommittee of the Committee 
on Agricultural and Forest Products. They are int erested 
in seeing that agricultural and forest products are used 
ln the manufacture of alcohol. 

H.M.JR: Is there anytning else you want .to feed 
me before I go into the meeting that I ought to know? 

Lilt . ',\l-iiTYAN : I think you should recognize that the 
War Production Board stopped the making of whiskey back 
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in October of 1942 - has not permit t ed any whiskey 
mnn ufactu.red since then. .lnd on the bash of continuing 

14 

our policy, we can ' t see in the months right ahead, any 
chance for the resumption of whiskey production, but 
that we really believe that at some future period, whiob 
might be next fall or might be a year from today, the Rubber 
Director will have eased off his dembnds on alcohol . He 
Mn ' t admit i t , but I think he will have. 

IAk. ~ORGAN : I thilik it would be very interesting 
t o know bow many million gallons of proof spirits would 
be required to relieve the situation, if the industry 
will express an opinion on that . I think it might not 
be a very large f lgure, and it might be possible t o produce 
the equivalent in industrial alcohol with comparatively little 
disruption . 

!li~ BALDRIDGE: We have some tentative figures . The 
average annual consumpt i on prior to the war was about one 
hundred and forty million proof gallons. Since the war, 
about t 11o hundJ•ed million. At the time the stop order 
v.ent in, I think there were fou r hundred and t..enty- three 
million proof gallons in warehouses. 

Mn. 1/.0RGAN: Do you think it 11ould require two hundred 
mil l ion proof gallons to ease this situation? Don't you 
think it is possible tha t fifty or sixty million proof 
gallons would make a very subs tantial effec t '/ 

Uh. BALDRIDGE: Yes, as a matter of fact, we think 
that with no additional production at all, the situation 
with respect to available supplies can be eased by the 
industrialists. 

H . ~J . JR : How? 

w~ BALDRIDGE: By making available a larger supply 
than they are now allocating for beverage purpos es. 

H .~ .JR : Do you agree with that, Berkshire? 
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141\. Ba:.KSHIRE,: No , sir. I think we YtOuld han to 
have some blending spirits. 1 think if they had fifty 
or sixty mill ion gallons of blendine spirits they would; 
then they could use this mature apiri ts. These are all 
mature spirits in the warehouse today. 

H.11 .JR: You mean llhat? 

Mh. BI::RKS!IIlE: I mean whiskey. 

Ml~ . GAS'!'ON: \\hlskey in bonded storage . 

H.\ .. JR: Fifty or sixty million gallons of alcohol 'i' 

I(R. BE11KSHIRE : Yes, sir , at least . 

H.M. JR: To blend? 

Wl. BERKSHIRE: Yes, sir. I think seventy- five y;ould 
come nearer. 

H. P< . JH.: No chance of getting that outside of the 
u.s.? 

l4K. \',l{[TIWf : Are you speakin~; in addition to the 
expected imports? 

J.lJ1. BI::M{SiiiRE: That is right . 

J.Ut . m!I'n!Alf : f<'hich will probably be in the order of 
ma~nitude of twenty- five million proof gallons that wi ll 
come in - tr.enty to henty- five . 

15 

Uh. GAST~j : In all forma, rum and gin, and everything. 

Mlt. \'1111'1\!AN: Perhaps tv.enty- five million gallona 
f rom the Caribbean . 

Mk. B~RKSHIRE : ~ould depend on how much ~as neutral 
sprita and how much gin, rum and other spirits. 
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l.!R. WHITMAN : Yea, and it should perhaps be pointed 
out that if the Ceribbeans elect to ~in ua rum because 
of a better price situat ion which ex1sts up here on ~. 

~e wouldn't get the neutral spirits which are really 
needed to blend up ~ i th the whi skef, so that OPi has a 
good Jeal of possible power in connection with de termining 
what type comes in. 

H. '4 . JR: Were you through? 

loiR. T.l!I'l\!AN : t.:ertainly. 

H.M. JR: Could I just ask OPJ. a question? As far 
as you are concerned, give me a very brief estimate of 
the enforcement angle on the prices on liquor. I mean 
what success you are meet ing with from the OPA standpoint. 

1.1R. E!.fER9:>tl : I think your people probably know about 
as much about tha t as we do. ~e th1nk 1t baa eased off. 
It is a much better si tuation recently than i t was some 
months ago. Our people are working very closely with the 
Alcohol Tax people on it. 

H.V.JR: You don't mind if I disagree with you aa 
to easi ng off? 

Ml\. EMERroN : I don • t know - ·11r . Berkshil'e said 
in the !lew York l'i,nes tile other day that lle t llout;ht the 
situation-wiiliucn-5etter. Frankly, we have very little 
manpor.er to put on liquor. t e llave a very limited staff. 
From the O~A gene ral economic point of vi ew, it isn't 
worthwhile for us, we just can't put very much of our man­
power on liquor, 

H. !.I . JR: Just .fr om my Oll'll and among the Government 
officials, isn 't it true that you do very little of any­
tiling on that? Isn • t about the only enforcement work 
done by us? · 

MR. EM:EHSOI : We do 
We have brought a number 
distillers and brokers. 
mi ilion dollars now. 

some . We don ' t do very much. 
of trouble damage suit s against 
It amounts to about twenty- five 

16 

Regraded Unclassified



- 11 -

We have cases like the Kronheim case here, and 
various criminal cases we have developed mainly a~ainat 
whole sale r s. 

H.M.JR: That you have developed, or we have 
developed? 

L!Jt. Eh.EltSCN: Some that you have developed and ao• 
that we have . Those in South Carolina, for instance, 
,,e,•e those tha t we developed . In the retail end of it 
we haven't done any too much. ~oe just can' t use the II&D­

power on it . 

H . ~. JR : Does Senator KcCarran know that? Have you 
ever test i fied before him? 

J.Ut. h'llER9J!~ : No, I haven't test ified. V1e have told 
him pretty much what the s i tuation is, yes. 

H.l.I . JR: I don 't know whether this is good or bad, but 
in our ovm o.t' fice, have you ever considered taking the 
cei.J.ine off liquor and just let her rlde - f rom the stand­
point of not enforcing 1t, and not being able to enforce 
it, that you are just breeding lawbreakers? 

lili. Th! ERS:lll : 
considered t..at. 
relations problem 
9e ts more exci t ed 
1tema. 

I don't know how seriously they have 
I t ~ould certainly be a seri ous public 
there, because the American public 
about gasoline and liquor than any other 

• 

H.M. JR: But we are breeding a vary serious situation. 1 
Of course, the extreme case is the case of one of our 
inspectors who went into Ueorgia and asked for a bottle of 
whiskey. They ch11rged s ixteen dollars . '.Ibis is a true 
story. He said, "That is too much. Haven't you got any-
thing cheaper'!" The man said, "Oh, no. This is strictly 
a b.J.ack market store . " 

Vlell, I am not going to raise anything in here that 
is embl\rrassing - 1 will try not to. Tbis is sort of a 
rehearaal to prepare myself. But I would like ~o put the 

• 
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burden on the industry this morning and aee what they 
have to say, because I have read also in the papers, for 
whatever it is worth, tuat they had a plan of bringing 
stuff in f rom Cuba, fifty or sixty million ~allons , and 
nobody would give t hem any support, or aamething. 

MR. MORGAN: Mr. Secretary, may I make one point in 
connection with the discussion we have had'/ 

ii.L' . JR: Please. 

Lilt I.!ORGA!I: I have tried to estimate i n my head, and 
I hope Dr. Vfuitman will check me on this, but I think 
that si xty million proof ga llons would be approximately 
thirty mil lion ~allons of one hundred and ninety proof 
alcohol. Tnat lS what we call industrial alcohol. And 
I think that we ought to be able to construct that sort of 
plan for certainlY not more than fi ve hundred thousand 

dollars per mil lion eallona . Now, wait a minute - that 
must be multiplied by thirty, which I figure would be 
about fifteen million dollars at the very top for the 
total amount of construction that would be involved. 

I mention that not because the dollars are important, 
bu t because it gives you an idea of the size of the under­
taking. 

ll. !.t JR: Any value after the l\'Br? 

lo!ft. WIDAI<: I can ' t say. 1'ha t is a very complicated 
sit uation, depending on what ia done witl, regard to a 
number of different post-war situations. 

ll. I.I. JR: You can't ge t any help from Canada or Ltexioo? 

Wl. \;1:1ITY.Ail : ',\e are getting import. from them to 
supposedly the maximum amount. 

H.H. JR: Well, I think if w~ go in the other room -
and Joe, i f you know everybodr's name, so you could 
announce who they are - I will be with you in there in a 
minute. 
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LIQUOR CONTROL CONFERENCE 

Preeent: 141' . Bell 
Wr. Gaston 
Kr. Nunan 
Kr. Ire1 
Wr. O'Connell 
Wr. Slaith 
Wr. Berkshire 
Kr. T. I. Eaeraon 
ilr, Baldridge 
J.lr. D. P. )(organ 
llr . W. G. lihiiman 
Senator McCarran 
Mr. J. G. Sourwine 
Mr. George W. Moore 
Mr . T. W. Belfe 
Mr . Howard Jones 
J.lr , Walton 
Mr. E. D. Slater 
lo!r. I. J , Ceskia 
Kr. Thomas J . Caae1 
Yr. J . S. Baxter 
}(r, F. D. Schwengel 
Kr. L. J . Gunson 

liaroh 17, 1944 
10:10 ..... 

H.M.JR: Vihat we are trying to do here, it we oan, 

19 

ie be e little helpful. The Treaau1'7 ia interested 
tiret in the revenue, and in the entorc .. ent; and quite 
trankl7 ae a citizen I don't want to aee Prohibitioa as-in. 
I received the tag end of the laet one, and I doa't W&Dt 
it as-in. I thini it ia bad tor the oountr,r· that ia., 
position. I think there ia a danger we might have it, 

Now, we have representative• of the Departmant ot 
Justice here; we have repreaentativea ot Kr. lelaoa'a 
orr.niaation; we have repreaentativea ot OPA; and I 
•• ed Sanator KcCarran whether he could oaae, ao he 

Regraded Unclassified



··. 

- 2 -

wouldn't think I was trying to run competition with bia, 
which I am not . He said he would came, but he ian't 
her e. 

20 

As I say, I hope you will all relax, as far as the 
industry is concerned. Thoat of·the industry who wo rked 
with me ten years ago on the bottle s i tuation were ver,r 
helpful, and also t hose on the enforc .. eot were very help­
ful. I think they know that this meeting haao' t any 
purpose other than the ones on the surface. 

I thought what we would do is this: I am going to 
try to keep it to an hour. I will ask »r. Berkshire to 
make a statement, not to exceed ten minutes, as to what 
we have been tryin~ to do . Then I would like to get sug­
gestions f roa the 1nduatriea as to what they can do to 
help the Governcent . Other people might make same sug­
gestions. If sane branch agency can't go along, they will 
say so. But out of this meeting, and successive sessions 
of meetings I hope wa miRht together work out a program 
whereby wa wi ll defeat tfiis present situat ion, which is 
no t f easible from the standpoint of the Treasury, as I am 
sure it is from the standpoint of i ndustry. 

Berkshire, it is t en minutes past. 
until twent)' after to tell what )'OU han 
the aoforcament front. 

I will gin )'OU 
been doing on 

MR. BERKSHIRE: Mr . Secretary and gentlemen, up to 
about five minutes or ten minutes ago I didn ' t know I was 
to make any kind of a report here. I wi ll tell you brief!)' 
about my contact with this situation durlng the put three 
or four mon the, and some few things we have bean able to 
accomplish. I am very glad that our friends from ovar 
in the OPA art here . I want to sa)' that they have cooperated 
with us, or should I sa)' we are cooperating with tham? 
Because it is, I believe, their venture. · 

We all know and appreciate the Secretary's motives 
in endeavoring to enforce these OPA lawel because he thinke, 
as we all do, that this situation has dr fted into a bad 
one . We all realized that, and something had to be done 
about i t. 
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I know that they do not haTe an adequate force to 
take care of all these other black market eituatioae, 
end, therefore, we threw, at the request or order of our 
Secretary, all of our available force into their black 
market program some three months ago. 

/ We endeavored to attack the problem at the wholesale 
, level or above. We realited that with three hundred and 

( ~~retail dealers in the· United States it waa 
• / impossible to police all of the.; that it we undertook 
I' to take retailers into the Federal Courts, we would tind 

the Federal Ccurta clogged, and we would not be welcaa'd 
there; and that if we could--

{Senator llcCarran, llr. J . G. Sourwine, and llr. 
George W, Moore enter t he conference. ) 

MR. BERKSHIRE: The ~lcohol Tax Unit inveatigated-­

H.Y. JR: I told tham I waa not trying to compete 
with you, 

SEiATOR llcCARRAN: All right. Competition ie· the 
lito of trade, you know, . 

MR. BERKSHIRE: This program waa launched with the 
idea that we would first apprehend the violato~and then 
wi th a cooperative plan worked out wi th the induatriea 
we could direct the flow ot tax-paid aercbandiae through, 
what we determined to be, as a result of our investigatiTe 
program, legitimate channela . 

Now, I may say that the industry baa cooperated at 
least seventy-five percent, Mr. Secretary; at your sug­
gestion, and after the prograa had bean in effect all 
over the country same four or liTe weeka, we concentrated 
in certain areas. We want into Florida with a force of 
thirty-five men, went fraa one large oenter to another, 
canvaaaed every retail dealer in thia aection, took a 
stata.ent from him after be had been round to be selling 
liquor in the black market at prices above the ceiling, 
and asked him where be got bla aerobandi.. . We traded 
the retailer tor the wboleaaler. ~ tiae we could ... p 

21 

Regraded Unclassified



·. 

- 4 -

a canoe for a boat, we swapped, in an effort to get at 
the source of flow of the black market liquor. 

In the State of Florida we found fif ty per cent of 
the wholeaalera selling in the black market, taking any­
where from ten to twenty-five dollars a cue side money 
before they would bill the retailer at the ceiling price. 
Fifty percent of the retailers in the State of Florida 
have been referred to the Departmant of Justice for 
prosecution . Most of them hav• been arrested, end moat 
of them have been cited administratively on their penlite. 

MR. GASTON: Did you aaJ retailers or wholes~lera? 

MR. B~qxsHIRE : All wholesalers . Two, three, or 

22 

four retailers in the black market who refused to cooperat1 
were arrested and ere being prosecuted. The balance are 
all wholaealers. 

During this time we have submitted t wo hundred and 
.eighty-nine cases to U. S. Attorneys, recommended indict­
ment of five hundred and one persona . There haTe been 
forty- two indictments returnea, one hundred and eighteen 
indicted, and alreedl convictea ten . Liquor seized 
sixty-two thousandi five hundre~ and twenty-seven gallone, 
of an estimated va ue of seven hundred and fift7 thousand 
dollar a. 

Su1pension proceedings were instituted •&*inat ninetJ­
nine wholesalers and rectifiers. Perm1ta suspended were 
twelve; permits surrendered, thirtJ-four. In other worda--

H.Ioi . JR: !.lay I interrupt you? Just take a minute and tellf 
theJ may know it-- rather than the atatisticsi the general 
pattern which is followed today from the disti ler7 to 
the retailer• There is a general pattern that is followed 
where they bre~ · the market . Tell them alao the stor, 
about ~ere they finally found a distillery. 

lo!R . BERKSHIRE: As a general tb!ng, the distiller 
baa aold, and within the ceiling pr ice--be goes to a 
wholesaler or rectifier, and the black market originates 
with him. He baa a limited quantity of liquor. There ie 
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a supply sufficient to consume four and five times aa auch 
liquor aa we have available . 

SENATOR McCARRAN: Did you aay eupply? 

lfR. BERKSHIRE: Demand, Senator. 

23 

Consequently, this fellow who hae thia limited quantity 
of liquor and who holde the l~ited aupply which ia avail­
able can name hie own price. Now, that ia -.here we han 
concentrated our efforte. 

Now, some of these wholeealera, not being able to 
buy under the allocation ayetem of the diatillere, the 
producers, in sufficient quanti ty to eupply thie daaand, 
have gone out, banded together with aome four or 
five- -in one or two instances we know--and gone and bought 
distilleries . We find those brenda being channeled through 
the black market . 

Now, we have said in the Bureau, Mr. Secretary, that 
we think that we have the blaok market under control at 

. the wholeeale level or above. We say tha t for the reason 
that the wholesalers who are in the black market have 
been pretty well identified. Koat of them have been 
arrested. They have been cited, andL-9onaequently, '-with 
the cooperation of the industry, that-are practicallY * 
out of buaineas. That ia why we have aaid that the black 
market at the wholesale level or above ia under control. 
I think that is pretty well conceded Sf everyone in the 
industry and everyone who hae been in close contact. 
That doesn't mean that there i a a bottle of liquor available 
for every ci then who 11&1lta to go out and buy one. • J 
aren ' t going to see that. 

Our plan here of defeating the black market ia not 
going to help ua one bit in procuring for ouraelvee the 
l iquor that we all want at a price within the ceiling. 
There is going to be acme blaok market out at the retail 
level, out there at the retail outlet and we aren't going 
to be able to control that, becauee there are too aany of 
than. But i f the retailer buye within the ceiling, you 
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are going to tend to bring those prices down somewhere 
very near the ceiling price. Then, 1h en the supply camea 
along end by ou.r efforh we ben gotten this liquor 
flowing through legitimate channels, the new supply will 
continue to flow through those channels in larger quantities 
to the satisfaction of the purchasing public, 

SENATOR McCARRAN: Do you mind a question as you go 
along? 

lo!R . BERKSHIRE: Certainly not, air. 

SENATOR McCARRAN: I don ' t want to interrupt the 
continuity of your program, but now and then comes a 
question to mr mind. I wondered if it would interrupt 
you. 

MR. BERKSHIRE: No, .sir. 

SENATOR McCARRAN: In this flow of liquor, do you 
find illicitly distilled liquor? 

MR. BERKSHIRE: No, air. 

SENATOR .llcCARRAN: None of that at all? 

WR. BERKSHIRE: Not in these cases . The illicit 
liquor that is produced today--that is in very amall 
quantities, for the very good reason that they can't 
get the materials to make it out of, Senator. 

SENATOR VcC!RRAN: How much material ie coming in 
from Cuba and other places, your black strap and other 
materials? 

MR. BERKSHIRE: That is controlled. There is no 
illicit liquor caning in from Cuba . 

H.li.JR: Do you think differently? 

SENATOR McCARRAN: Yea, I think differently, but I 
haven't the facta right here , 
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lo!R. BERKSHIRE: I say that, Senator, because with 
the program that we have in e!!eot, the contact that •• 
have with the liquor situation, we would make a dis­
covery o! some ot that product some place, and we don ' t 
find it. When we don't find it, with all the an!orc1111ent 
organizations that we have at work in the field, we con­
clude that there isn' t anyi and knowing the situation, 
we just don 't think that tnere ia. That ian't saying that 
aanebody isn't cOining up from Cuba with some rum in hi a 
grip, you know, but we are talking about a flow now, 

H.M.JR: You cean in a big way? 

SENATOR ~cCARRAN: Oh, yea . I don't mean in a 
11 t tle way. 

H.M. JR: There is still the mountaineer and the 
small still. 
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MR. BERKSHIRE: That ia about all of the i llicit 
liquor, 

H.M.JR: Would anybody like to ask Mr . Berkshire 
any questions? 

MR. O'CONNELL: You said that thirtr- fcur pe~ita 
had been surrendered. Does that mean th rty- four whole­
aelere or rectifiers? 

liR. BERKSHIRE: That is right . \'hen we cited th•-­
thoae are the ones we have the beat cases against. They 
realized it was hopeless . They were arrested and indicted, 
and when we cited them to appear to show cause why their 
permits should not be revoked--

~R. O' CONNELL: Were they rectifiers or wholesalers? 

MR. BERKSHIRE : Mostly wholesalers. 

MR. 0' CONNELL: Will the surrender of permits have 
any effect on indictments? 
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WR. BERKSHIRE: None at all. They are out of 
bueineaa. 

MR. O'CONNELL: It occurred to me in some eituatione 
a company with a fairly substant i al supply of aged whlekJ 
might prefer to surrender hie permit and keep hie whieky. 

MR. BERKSHIRE: That isn 't it; it ie the wholaealere. 

lffi . EMERSON : Is it your feeling that the principal 
pr~blem now is the retailer? 

I.!R. ~HIRE: Exactly, and thet will more cr leas 
adjust itself with time. These fellowe--a lot of thea 
obtained those spirits in the black market; they will 
heve t o pell thmn in the black market or lose money, 
They won t do that . They can sell it . But after thet is 
gone, and after we channel a legitime te flow through 
legitimate channels down to that retailer, then we will 
begin to feel the results, but we aren 't going to get 
the quantity of supply until we find it somewhere. 

MR. MRSON: Do you think t he retail situation is 
bet ter now than before? 

WR. BERKSHIRE: It is better, but it ian ' t going to 
be curbed entirely until we get some li quor. 

CR. O'CONNELL: On that supply aide, who determinee, 
end in wbe t quantity is liquor flowing through ~oleealere 
and retailers at this time? 

lffi. BERKSHIRE: The quantity thet is being tax paid, 

MR. O' CONNELL: The quantity going into channels of 
di stri but ion-- how much is going! 

MR. BERKSHIRE : The producer--

Affi . 0' CONNELL: I lmow the producer determines it, 
but what is the quantity at tbe present time? 
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LtR. BERKSHIRE: At the rate of a bout--1 ban the 
exact figures at the office--something near four million 
gallons a month. 

MR. O' CONNELL: About a third . 

MR. BERKSHIRE : That is about right. 

H.U.JR: Are there any other questions? 

MR. ~ORGAN: Any dis t illers among these cases? 

MR. BERKSHIRE: Among those that I han referred 
to here? 

MR. MORGAN: Any that have either been revoked or 
surrendered a permit? 

l!R. BERKSHIRE : No, there were a few rectifiers and 
many wholesalers . 
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Affi. SOURWINE: Mr. Berkshire, the four million figure 
you mentioned is just whisky, isn't it? Or ratber--

l{R, BERKSIIIRE: We are talking primarily about whisky. 

MR. O'CONN"..LL: Thet would be about one- third? 

~. BERKSHIRE : About one- third, I think, is e fai r 
figure . Of course, we have those exact figures, but from 
memory they run month by month something like one- third. 

MR. SOUR\VltiE: I think it is much more than a third 
of just whisky. 

I.!R. BERKSHIRE: We had about twelve million in tax 
payments; that is what we ran in normal times, of whisky, 
not 1nuch more than a third. '!hey were ble.nding spirits in 
that. lt is not a half; it is between one- third and 
one-halt today. 

MR. O' CONNELL: Of the pre-war? 
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lo!R, BERKSHIRE: That is right . 

lo!R, 0' COONEU.: The daand is higher now than then 
so four thousand gallons a month would certainly not be 
mor~ than a third of the amount that would be absorbed. 

MR. BERKSHIRE: That is right . 

l.!R. l!OR!lAN: Normally there would be about eightJ 
million gellons of whisky. 

lo!R. BERKSIJI RE : Eighty million nol'lllally . 

MR. ~ORGAN : Of course, that four million is the 
lowest one we have hit . 

l!R. BERKSHIRE: That is right . 

H.lo!.JR : \'lell, t hank you, l!r . Berkshire. 

28 

.. 

Mr . Jones of the Distilled Spirits Institute will talk 
here for the industry. I hope you will offer any suggestions 
t ha t you might like to make to solve this situation . 

MR. JONES: At the moment, I think lo!r . Baxter--these 
other gentlemen all have something they would like to 
say, but I believe l.lr. Baxter would be the man for the 
moment, air. 

H.lo! . JR: Mr . Baxter. 

lo!R. BAXTER: llr. Secretaey, first of all I think 
Mr . Berkshire confirmed the fact--if not, we would like 
to reiterate it--that we are probably more worried about 
this than you are . 

!JR. McCARRAN: \','hom do you repreeen t? 

MR. BAXTER: The conference ot Alcoholic Beverage 
Industries . Vie have done at leaat a great deal to try 
to make the beat of a very difficult situation, admittedly, 
aa far aa the retailers go, largel¥ through educational 
means, cooperating with the OP!, getting out price lists, 
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putting those up in stores, advising the public to look 
for those, -pay no more ." Manufacturers, of cour se, 
in their own advertising have pressed that point, "Pay 
no toore here than the ceiling price ." They heve done a 
great deal, also, in trying to see that the distribution 
gets down to the legitimate channels . But there are, of 
course, some very definite limitations, particularly 
when you get to the retail level. Yost of our companies, 
of course, don't sell direct to the retailer. Therefore, 
it goes through the wholesaler. It ia very difficult, 
indeed, to have the pOIIel' to do anything other than to 
exercise an i.nfluence in an educational way and do llhat 
you can to keep that thing down. 

R.Y. JR: Have they got e plan or any suggestions as 
to what can be done, either in enforcement or production? 

l.IR. BAXTER: I think; quite frankly , if you ll8llt to 
work this realistically, I don~t see how there is any 
real solution until you get some p~rtial production. 

MR. MoCARRAN: There ie greater production than 
what you have now, greater production at the source. 

llR. BAXTER: We have none now. 

: ttJR: Has the industry proposed any plan that bee 
been knocked out which you think ie good on the production 
front? 

• 
J.IR . BI.XTER: Would anyone else like to talk on that? 

»r. Schwengel, President of the Seagram Company. 

!JR. SCHI'.'ENG&L: Mr. Secretary, several months ago 
in behalf of the industry, we proposed to purchase 
Cuban alcohol and endeavored to change it with American­
produced spirits under a plan which would have provided 
roughly seventeen million new gallons of alcohol in 
stockpile end provided the industry with some thirty­
three million gallons of neutral spirits for beverage 
purposes. That was a concrete plan submitted for con­
sieeration, and it was not ected upon . 
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H.M.JR: Was there any reaaone given? 

MR. SC~ENGEL : No reason wae given , 

H,1!, JR: That was placed before what agenc)'? · 

MR. SCHIVENGEL: Before FE!, and, of course, the 
written proposal wea made to FE! . It had been eli ecuaaed 
and eu~tted to the consideration of praot ical17 all of 
the Government agencies involved, 

SEIIATOR llcCA.RRAii: How much of a relief, it anr, 
would that have? 

l!ll. SCBWll:NGEL: Senator, it would have given ua 
approximately thirtr million gallons of spirits. 

SENA1'0R llcCARIU.N : In what length of t ime? 

MR. SCHWENGEL: In the course of a year, 'Ill i ch would 
have provided a means of getting out probably fifty million 
gallons of blends . 

SENAl'OR llcCARRAN : Now, your plan waa to bring the 
alcohol here? Or, how were you going to handle that? 

llR. SCHWENGEL: Our ~lan was to purchase the Cuban 
commercial alcohol, turn 1t over to the Government in Cuba, 
and sell it to them at a price, the lowest pri ce the 
Government was paying for alcohol at any point. The 
lowest price at tha t time was the purchaae price from 
llexico, about fifty centa. 

Under our plan we would have been forced to pay 
around eighty cents to the Cubans . We were willing to 
absorb the difference in lose, which would have meant 
roughly fifteen million dollars. The industry felt 
that that loss was comparatively small taking into con­
sideration that we were facing either a complete collapse 
of the industry--certainly our company is in that position-­
and it would do another thing. It would remove f r om the 
publi c a very aggravating situation which I can briefly 

Regraded Unclassified



31 

- 13 -

sum up in this way. It ie odd that epirite ae aade in 
modern stills in the United Statea, euch ae all of ua have 
go into commercial and induetrial ueage, while sub-standard 
Caribbean alcohol goes into the American stomach, We felt 
that our subsidizing the Cuben dietillere to the extent 
of twenty cents a ~allon didn't amount to anything com­
pared to the beneflt the industry might get in giving the 
!merioan public potable blende and beverages to the extent 
that the Government was willing to exchange . ot couree, 
the advantage to the Government wae obvioue . So far the 
Government hasn't received anything frOM Cuba for etock­
pile. I am talking about alcohol. 

We felt that under that plan the Government, for the 
f iret time, would receive a eubetantial amount of commercial 
alcohol for its stockpile . 

R.~I.JR: Row did you divide that, what you proposed 
to get from Cube? 

MR. SCHWENGEL: We proposed to give the Government 
one-third of it, and the stockpile one-third of it. 

H.M.JR: How much all together? 

J.IR. SCHYiENGEL: There wae involved fHtf million 
gallons whi ch meant we would give the stockplle seventeen 
million gallons, and the industry would retain thirty- . • 
three million gallons. It wasn't a question of the division, 
though, because I would heve broken down and given the 
Governaent fifty percent if an1bod.Y had thought that the 
provieion wasn't liberal enougb. 

SENATOR McCARR!N: To what agency waa that eubnitted 
again, please? 

FEA. 
MR. SCHWENGEL: FEA. The written proposal went to 

SENATOR McCARRAN: That wae some montha ago? 

MR. SCHWENGEL: That waa back in January. 

' 
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SENATOR lolcCARRAN: There wae no repll'l 

MR. SCHWENGEL: No, air. 

SENATOR McCARRAN: Have you followed it up, an)'? 

It was a wearing down process, MR. SCRiVEN GEL : 
Senator. 

" SENATOR J.lcCARRAN: That ie what we are all up agal.Jiat, 
the wearing down process , 

YR. SCHIVENGEL: I have the average oou.rage, but rq 
courage failed there . I wanted to catch the first plane 
hone . 

H.M. JR: Does anyone from l.!r. Nelson's organization 
know about that? 

YR. VnllTMAN : Yea, air, beoause General Schwengel 
and others spoke to us about it . Of course, the 
Foreign Economic Administration wes responsible for the 
negotiations for the purchase of molasses and alcohol 
from the Caribbean . General Sohwengel very logicallY 
presented to t hem his scheme for securing alcohol. ~hey 
apparently, as he says, did not fe el that that was the 
beat frooedure . They went down to Cube, and have actually 
negot ated with the CUbans for the purpose of molasses, 
which will ba brought ur here to make industrial alcghol, 
end for the purpose of ndustrial alcohol in Cuba . It is 
expected that the flow of that will start shortly. 

The FEA scheme contains no features involving any-­
the FEA program will not have any effect on the beverage 
alcohol program in relieving the situation. On the otner 
band, it shoulu be emphasized that they were operating 
under the needs for maximum industrial alcohol, primarily 

•to carry the rubber program as expraaeed to them by the 
~sr Production Board, and they were asked to secure the 
maximum amounts of molasses and of industrial alcohol frca 
the Caribbeans for our war alcohol program here in the 
United States , I think that perhaps expresses the FEA 
point of view, although I wouldn't want to speak authorita­
tively on that , 

32 
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l!R. SOURI'III'lE: How many gallons are the)' getting? 

l.iR. ViHI'DdAN : They are expecting to get. at leaet 
sixty-five million gallons of molasses which would 
mean, roughly, twenty-five million galions of el cobol 
made from i t in the United States, plus twelve and a half 
million gallons of alcohol, that is, of one hundred and 
ninet1Jroof. And the CUbans have the option of del ivering 
eight llion gallons more of industrial alcohol if they 
are able to make it. 

Wl. OOURWDIE: Vi1la t are they paying? 

lffi . 1\Hl'Jl.:J..Ii : Sixty- five cents a gallon for the 
industrial alcohol, and thirteen point six cants a gallon 
fo r the black strap molasses . 

LIR . SOURWIN E: As compared wl th the flft1 cents a 
gallon they would have to pay under General Schwengel's 
pl an? 

!.m. WHI'IMAN: I believe that iG what General Schwengel 
said hi s proposal was . 
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SE!:IATOR :McCARRAN: l.ly underst&nding waa, U:r . Schwengel, 
there were thirty million gallons involved in the Cuban 
deal. 

l.'R. SCI!I'.ENGEL : The total was fifty lllillion gallons, 
of which '' e proposed to give the stockpile one- third, or 
seventeen million gallons . 

SENATOR J.!cCARRAN: The reason I aaked a 9-uestion ia, 
there seems to be a discrepancy between the f1gures of 
what the Government is ~ing to get end what you mentioned. 
It seems there is a holding back there. I am speaking ot 
alcohol·now. 

~m . WHr~~N : Yea, the Cubans are reserving for the 
manufacture .of beverage alcohol the equivalent of about , 
eight million gallons, expressed as one hundred and ninety 
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proof . Actually, it is about fourteen million gallons, 
~hich will presumably be imported into the United Statea, 
fourteen million proof gallons. 

SENATOR McCARRAN: They will import it themselves, 
the Cubans? 

I.!R. \'A!InuN: Our own importers will import it from 
Cuba. It is an agreement between the t wo Governments 
Cuba and the United States, to restrict the flow to the 
amount that came up in 1943. 

34 

J.lR. BAJ.TER: What wes the pre-war--give some rele.tion 
to the use of pre-war importation. Wasn't that onll a 
few hundred thousand gallons? 

AIR. V.'HITMAN: It us practicallf negligible aa tar u 
Cuba was concerned. Pre- war it ~•n t more than one 
percent of what they brought up. 

L!R. BAXTER: So the limit of fourteen million ia 
actually thirty or forty times wha t was normally brought 
up before . 

lo!R. WIII'n&AN : A hundred times, perhaps, what waa 
normal for Cuba. ·--In the case of Puerto Rico, the eituation ian't quite 
the same, because Puerto Rico normally did quite a lot 
of importing. It, ot course, baa increased under present 
condi tiona . 

H.!!. JR: Do you feel that you could tell this group 
what you think a solution would be, aleo provided there 
i s the material and manpower2 

MR. WJII'n&AN : That is a difficult one, Mr. ·secretary, 
After all, we are not responsible for the beve~ production, 
but I suppose we have t he indirect responsibility ln that 
we ere the ones who atop the distillers from proGucing 
beverage, and you can ' t get away from that . We stopped . 
them, because the rubber program, .bleb was inaugurated, 

• 
Regraded Unclassified



- 17 -

"as going to make tre~~endoua demands !or industrial 
alcohol. This year those demands are !our times aa 
great as pre-war . The rubber program takas more than 
half of the alcohol, and the way things have worked out, 
the rubber program today is dependent more upon alcohol 
than upon anything else . 

Now, as long as that condition exists, and as long 
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as we are being hard-put to it to make enough industrial 
alcohol to :arry the rubber prograc, I frankly don ' t aee 
bow the distillers can be released for a part- time produc­
tion of beverage . I say very frankly1 the beverage distil­
ling industry has done a marvelous joD 9n war alcohol. 
In October of 1942 they were required to go a hundred 
percent to war alcohol . Since that time they have con­
tributed more than half of all the alcohol made in~he country, 
industrial alcohol. They have contributed enough alcohol 
to take care of everything that the rubber program baa 
used to date, all tha t the military have used, and all the 
lend-lease shipments to our allies . 

If it had not been for the existence of a beverage 
distilling industry which could be turned over into 
industrial alcohol, our rubber program would be nine 
months behind what it is now. I think there is no 
question about that. We would not be &ble to make the 
synthetic rubber, Unfortunately, the pressure is atill 
on; it is eo great that from the War Production Board stand­
point we do not see how the distillers can be released 
from the continued necessity of making this war alcohol. 

When the time comes that t he rubber program no longer 
is primarily carried by elcohol, we will have a situation 
where s relaxation can occur. We had a little feeling 
last fall that maybe that si tuation was going to come, 
and we developed plans "hereby the distillers would be 
released about two weeks in the fourth quarter for pro­
duction of beverage , Just about that time the situation 
on industrial alcohol took a turn for the •orse, and 
we had to forego t hose plana. The plana are worked out 
to be put into effect at such time as the war program will 
permit. 
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MR. SOURVffNE : Do I unders tand the i nitiative came 
from the I'IPB? 

ILR. WBI'DUN: It came from the War Producti011 Boerd, 
yea, eir . 
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H.l!.JR: Do you want to U"f anything? We ara juet 
talking here trying to find out about what you eaid earlier 
of the possibillty of increasing the production of indue­
trial alcohol, and that might ease up the aituation , 

J.!R . WHI'l\!AN: Yes, air. VIe might go ahead and 
deliberatel y try to construct new industrial alcohol plants 
for the purpose of getting more of our industrial alcohol 
from some other source, not f rom the dietillers. It mlgbt 
be industrial alcohol made from petroleum gaaea or some­
thing like that . The net effect of that, when that plant 
came into operation, would be to relieve sane of t his load 
on the distillers, whereb"f some of their facilities could 
be used for beverage alcohol, unless the grain situation 
is so bad that \Yar Food wouldn 't let them have the grain , 

II.!! . JR: But this thing of making industrial alcohol 
from gases--! mean, how much is involved in dollars in 
the plants? 

YR. II'HI'll!AN: If we assumed that we wanted to make, 
aay, thirt1 million proof gallons of beverage a year, 
ibich would be about sixteen million gal!ona expressed 
aa one hundred and ninety proof, and we were going to 
build petroleum plants to do that , it woul~ probabll 
coat around eight million dollars . It would probably taka 
nearly a year to do it, but we 'could take advantage of the 
fact that those plants were going to be built and let 
our stock drop a little lower than otherwise would be 
just ified if we knew that new production waa coming iD, 
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H. M. JR: About eight million dollare. 

J.IR. WHITIUN: Yea. Of oouree, that is on the auuap­
tion that what you wanted to do is get the equivalent ot 
thi r ty million pr!>of gallons of blending spirits. · 

H.!d. Jlt: The point that I ,,ant to IIUike 1a this - I 
am trtink iog out loud--

)L{. '41!ITIJAll: I would rather call tba t ten aillion 
dollars . 

" · . JR: After all, t he Government interest in thia 
is nine hundred million dollars' worth of revenue . That 
is our stake in this business . ·That is why I us asking 
about the problem . r· think they ought to make it clear 
that you couldn't have both the disti lling industry's 
plan fr•om Cuba, and also get wLat we are e;et ting . l think 
you ought to re-s t ate t hat t o make i t clear tha t if they 
had got t en v.hat they wanted, .then you couldn't get what 
you want for industr•ial alcohol. You can ' t have both • 

.b!lt. WHITMAN : That ia right . 

H. ~l . Jlt: I v.oul d like you to start here : So much can 
come out in the calendar y ta r f rom Cuba - the ~ie is eo 
big - n~ it coul d go the distit.ler's way, or l t could go 
the uy of what has happened. holl big is the pie for the 
calendar year '44? 

ltUt. tii!ITI.!AN : I don't know that I caL quote exact 
fig,lre& , but the principle ia that FEA tinallf negotiated 
with the Cubans to take all of tLe black atrap aolasses, 
to restrict the ~ubaos to a fairly small beYerage importa­
tion , and lo get industrial alcohol from Cuba. tlow that , 
in gcneralL takes care of all of the exportable material 
in Cuba. Ther•e is a certain amount that baa to be uaed 
in Cuba it self . 
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No.,., General Schwengel' a pla11 , aa I understand it, 
.,.ould be to get the same t o tal amount of exportable material , 
one way or another, but of al l the exportable material , the 

• 
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same tCJtal amount, hie- thirds of it ,,auld have to go in t o 
beverage alcohol finally ; whereas , on the F&i plan , none 
of it eoes into beverage alcohol. It all becomes avail­
able to t he \',al' Alcohol Progr am, either as indus tr•ial 
nlcohol from Cuba or as blaclt strap molasses which we 
''•ill process into industrial alcohol in the U.S. 

11 . '1. JR: Ylhat about the fourteen million gallons 
~hich ~uba is going to import into the u. s .? ~ould they 
have done it in either case? 

llli. \'ii!ITI.U.N: I think that is not cpite true : I be­
lieve tl,a t in General Schwengel 's plan he woulo not have 
imported for consumption - you had better correct me on 
t nis if ! am wrong - he would not have imported any Cuban 
beverage for consumption . He would have left tt~t as 
alcohol down in the Islands now belonging in part to the 
U. S., and we in turn would have released in the u.s. a 
certain amount of our industrial al cohol stockpile to go 
in lo beverage . Am I cor rect, Geuenl?. 

lo{J{ , SGJ!'n'l!."'NGEL: We would have stopped t he disgraceful 
lnfil tration of couvnerci al alcohol into the beverage 
market here, wnich in 1943 rose to fourteen million tnree 
hundred thousand gallons . We would have stopped that, and 
i n i ts place would have requested them to have fo r the 
J<me r i can industry the equivalent of what we brought in 
from Cuba in relation to two gallons out of three of 
domes tic-prod 1ced spiri t s . 

I will ansnr it anot her war· The presently contec­
plated im~ortat \on of fourteen m llion three hundred thou­
sand ~al lo?s 01 Cuban alcohol would have stopped under 
our plan . 

lUI. JR: 1nat is not industrial, is it? 

1.4R. SGHWFNGEL: Industrial alcohol for beverage use. 
I t wou ld have been s topped. 

MR. CESKIS: Cuba ie expected to produce about one 
hundred and seventy to one hundred and eighty million 
6&llona of molasses . 

38 

Regraded Unclassified



- 21 -

Now, you can convert the entire quantity into 
uloohol down there , if you believe they have the capacity, 
or you can convert part of it do'lll'l there and bring up 
tho r~st of the molasses into this count ry for conversion • 
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.ttouf::hly, they could produce, out of the one hundt>ed 
and eiehty million gallons of molasses, about seventy- two mil­
lion gillons of alcohol. Kov1, t he Cubans claim - and I 
thi nk that the PEA has agreed to it - that they need the 
equivalent of about thirty- four to t hi rty-five million 
•allons of that for domestic motor fuel in Cuba . That 

therefore leaves somewhere around thirty-eight million 
&allons of alcohol equivalent for ltduatrial purposes 
for export to the U. S. and beverage purposes. 

Now, the ~erican Government has bought twelve and 
a half million gallons of alcohol, with an option to 
take another eight if the Cubans offer it to them. So 
you have t~enty million and a half; deducting that from 
thirty-eight, leave s you approximately eight een million 
callons . 

Now, of the eighteen million gal lons , Cuba is setting 
aside for export for beverage purposes about eight million 
~allons, or fourteen million proof gal lons, so there is the 
equivalent of about ten million gallons to play with. That 
is due to the fact that neither the Cubane nor the Americans 
know just what the crop will turn out to be in the form 
of e~olaases. 

Now, whether·you imrort one hundred and eighty million 
~allons of e~olasses or the equivalent i.n alcohol, you 
utill have t he same end result. You can either use i t for 
industrial purposes or for beverage purpose~ 

No,., under the plan General Schwengel proposed, the 
alcohol suoplies fo r either industrial purposes or for 
potable purposes wo~ld not be i ncreased by taking some 
alcohol and delivering it to the U.S. Government to be 
added to its stockpile and so to be exchanged with the 
Ame rican ~roducts for grain spirits. we wpuld still have 
the same totaL 
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So the position as i t is toda~ leaves ua· aa foll ows : 
The l.a1· Production Board needs all the alcohol it can lay 
i ts hands on , including importations f rom Cuba, Mexico, 
and Canada. The industry is woei\1lly short or' alcohol 
and VIe are all looking for a solution . 

Now, the General keeps referring to the disgracefUl 
stuff thc t goe s into the stomachs of the Americana. The 
Cubans have exported rum to !merica for many, many yeara, 
and I haven't heard of anybody d) i nb of Cuban ~. 

H.!.I.JR: I wondered how long you were ~;oing to take 
t 11at! 

!.i". SCH iWGEL: May I say in explanation, I am not 
referring to the fine labels and products. 1nose ran 
arout a hundred and eighty- five thousand gallons, I 
believe. I am refer ring to the "cold rush. " I am not 
1·eferrlng to any of the recognized labels that have come 
out of tne Car ibbean. 

MR. CESI<IS: When the distillers found themselves 
in the position of being unable to eupply the demand 
y,hich I assume - I am not too familiar til. th the sales 
statistics - perhaps four hundred percent of what the 
available supply is - t hllP:Were those who looked around 
to see what they could iind other places to satisfy 
the consuming demand. Others felt differentlT. 

Nnw all of the ~uban spirits brought up here that 
la used for potable purposes is not as bad as it is said 
to be, because there are ways and ~ana of processing it 
end making it satisfact ory. As a matter of fact , the 
Alcohol Tax Uni t has seen to that , so that all the apirite 
that come in from Cuba today l~s to be e ither processed 
or redistil led to make it fit for blending purposes or 
satisfactory f rom the standpoint of llr . Berkshire ' s 
department. We can keep on saying it ia no good and de­
cide v.e don 't want it. I think if somebody would aay that, 
Dt• . Whitman 's department would be delighted to have the 
addi t ional eight million gallons to al leviate hla shortage. 

40 
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The result would be that Senator !.!cCarran would be 
eiJht million more short to aatia t,y the public with. 

H. J.!. JR: You have been ver)' patient. 

MR. WAL'roN : I don' t 
tl.a t the Sf id ts that are 
t he situat1on that we are 
today. 

be lie..- any of us will agree 
coming in from Cuba will remedy 
t rying to find a solution for 

In ot l:er words, as I understand it, there are fourteen 
million three hundred thouJand gallona of beverage a~irita 
tlat can come in from Cuba this year, which is equivalent 
to the quantity tlat did eome in l ast year. I believe 
that somewhere between fi ve and seven million gallons 
of those spil'i ts have already come in, so U.at we have 
another seven to nine million gal l ons, possibly, ;yet to 
come ln . That is not bOing to help us solve this black 
market problem, t t.at is certain. I am YIOndering if Dr. 
Vohi. t man 's department have explored the possibility of 
sav ing a part of t he stockpile, which I believe now amounta 
to around eighty million high-proof gallons , until such 
t i me os these new plants could be placed in operation 
to take care of additional industri al alcohol production. 

SEHATOR l{cCARRAN : You aay saving part of the stock­
pile? 

Ult. WALTO.'i : Saving part of the stockpile, possibly, 
for beverage production unti l - or for beverage purposes, 
l et• a say - until additional plants could be built to 
ma~e up what you figure you require. 

Now, I believe in your fleu ree of requirements you 
have some t r.o hundred million eallons of high proof that 
are requi red for anti- freeze and so-called indirect 
military and civi l ian requirements. That two hunored 
milllon ' allon figure, I believe, roughly compares with 
aopl'oxim4: tely one hundred and sixty million gallons t hat 
v.et•e actually used for those aame purposes i n 1942, or 
about forty mi llion gallons of hi~h-proof alcohol required 
in l J44 for those same requlrementl ovt r and above what 
•aa uaed in 1942. 
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llR. \',tJ'llUN: That 11 roughly correct, lir. 
like just a little explanation on that? 

Mk. WALTON: That bothers me a litt l e, 

ll!t. \',HI'!){AN: All right. Let me uy that both anti­
freeze and industrial alcohol are UDder very rigid allo­
cation control. We are controlling it t o such a degree 
that we are deluged with complaints all the time about bow 
st.lng,y lie are on letting out our alcohol. .lnd I have told 
the people who are ' operat ing that order that unless they 
are always in trouble due to complaint s on not getting 
alcohol, they are not doing t heir job properly. 

Ire recognize th~ absolute essentiality of not letting 
this alcohol go into non-essential use in the economy. 
But let me point out that some twenty percent of that al­
cohol goes into the production of clothing, in one way or 
another; that over ten percent of i t - if I remember cor­
rectly - goes into the manufacture of tetra-ethyl lead, 
which is needed for the high octane gasoline, as well u 
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the military gasoline; that we have very carefully screened 
what we are do ing, and we are continuously t rying to prevent 
the diversion or the usage of industrial alcohol for un­
warranted purposes . 

Now, I 'll admit right off that we have not shut down 
the cosmetics and toilet r ies indus tr~r· Tbey are operating 
on a basis of fifty percent of the amount of alcohol which 
they used in 1~41 . ~e have out rutbi ng alcohol do~ to 
fif t een pe rcent of 'llhat was used in 1.:141, and VIe feel tha t 
our position must be like Caesar's wife -we must be spot­
leas as far as attempting to restrict industrial alcohol to 
essential purposes , because if we are letting it get out 
unwarrantedly we are contributi ng to the situation. 

Now, perhaps we are slipping somewhere. I don ' t doubt 
but what we ar·e, but we are trying to do our best. . 

l.IR. WALTOO : To continue my trend of thought - it 
mn •t take but a moment . Dr. V•hltman has said that it 
mi;ht be possible to provide thirty mill ion proof gallona. 

lol.i\ . lffil 'll!AN : Yes - or new capacity. 

~lli. WALTON: It seema to me that in t he study that 
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I have made of this situation, it will require in the 
neighborhood of about fifty million proof gallons or 
twenty-five million high-proof gallons a year to correct 
this black market situation. 
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Now, that is e:oproximately one month's product ion · 
£rom beverage di stiliers; in other words, hen ty- five 
mill ion gallons of alcohol - which I think all of us who 
are connected with the industry will agree - will all agree -
would be required a year to correct this black market 
situation at t he retail channel. That figure of twenty-
f ive million gallons represents about one month's production 
of the beverage people - just about one month. 

It would require about ten million bushels of corn, 
or bushels of some kind of grain - not necessari ly corn, 
but so~e kind of grain - which is not a ~eat deal of grain. 
Certainly, t en million bushels is not go1ng to strap the 
country. 

H.M.JR: Not the way he was going tp make the alcohol. 

MR. WALTCN : It would take grain for our purposes. 
He would save the grain by making his from gases or 
~thetic matter. 

H.M. JR: Vlhere would you need the grain? 

J.!R . WALTON : If we were making alcohol for beverage 
purposes, we would need the grain. 

H .~. JR: Yes, but I understood - I may be wrong -
tha t it you could get thirty million gallons of pure 
al cohol you would blend that with stuff you have in s tock 
and release it to t he public. I mean, what you are short 
of is pure alcohol forliending purposes • . 

l.!R. :VALT<ll: That is r ight. 

H. lo! . JR: So I don 't see where you need grain. 

AIR . WALTON: Then his plan would ant icipate releas­
ing that fr an the stockpile. Is th.at right? 

J,!R, \'i1.ITW.N. Well, I would assume that if we bullt 
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some new capacity, i t would correspond to releasing 
certain distillers' capacity, and th11 would then proceed 
to ge t corn, if t hey could. 

However, in the face of a situation where todey the 
corn processes are being shut down because they can't 
get corn --

~. WALTON : That is another problem, of course. 

lo!R . GASTCXl : 7/hat are you using now in wing the 
alcohol that you are using for industrial purposes? 

L!R. .'IAL'i'Vll: l'l'hea t , corn, rye. 

VR . GASTON: You are using grain? 

I.!R. i'lALTON: Oh, yes. 

IJR. GASTON: Would it add to the grain demand at 
nil i f you were to divert it? 

llR. WALTON: No, sir . 'lhnt is the point I am making. 

H. I!. JR: That i sn •t ~¥hat you and I were talking 
about (to Dr. l'lhittl\Bn). 

L!R. ;Al.'!Ol:: It wouldn ' t add to the grain demands 
if he is going to subst itute synthetically what rre would 
requi re . · 

H.M. JR : '!1lere is so:ne thing wrong here. 

MR. ,,HI'T!!AN: J/ll.y I try it t his way? It we built 
some s,rnthetic alcohol plants and therefore didn' t have 
to take so much alcohol f rom the whisky plants, we would 
not use as much grain for our industrial alcohol program. 
But supposedly the distillers would t hen go r i ght back 
and uoe t hat grain that had been saved for the pr oduct­
ion of beverage. 

H.M. JR: But there is an alternative program; I mean, 
a very rare possibility that you miRht release some of it; 
knowing that this additional production was coming you 
might release some pure alcohol from your stock. 

44 
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MR. i'lliiTWAN: That ia true. We lligh t advance the 
date by lett ing our stockpile slip to a level that would 
be perilously low, except !or the fact that new produot­
i on was ahead r:i us . 

li.M.JR: Because if the distillers said, "We want 
- -I don ' t know how many bushels it takas to make an 
additional t hirty million gallons o£ alcohol. 

UR. II ALTON: About ten million. 

ll. l.!. JR: The :Yar Food Administration might say, 
"Sorry, but you can't have it ." 

!.!R • •• AL'i'Olf: llot t hi rty million proof gallons. 

!!. L! . J:l: They might perfectly 11ell se.y, "We e.re 
sorry, but you can't have i t." 

. . . 

MR. 0' C0l~1lL: May I ask a question? I am not 
clear why, if you ant icipated additional capacity to pro­
duce industrial alcohol, you could release a part of 
your stockpile . 

• 

llR. WHITMAN : I hadn't intended that we would release 
pnrt o£ the stockpile . \Yhat I meantwas that there is 
n certain safe stockpile level. If we see that new pro­
duction is bein~ planned and going to come in, we could 
let that stockp1le level drop off by letting soce of the 
distillers stop making industrial alcohol . Then if they 
could get the grain, they could uke whisky. 

UR. GASTcrl : That is on the theory that additional 
production capacit.y is in itself a stockpile . 

J.!R . WJii'l'l.IA}: : That is r ight . It i s an insurance. 

MR. O' CONNEll: Isn't your additional capacity going 
to be in effect a substitution for present capacity that 
is goin8 to be diverted to the making of potable whiskies? 

MR. WHITMAN: That is the net result . 

YR. O' COIINEIJ. : You are going to have the same cap­
acity avail able for industrial alcohol as you have now. 
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!.!R, GASTOI'I : Well, the stockpile feature is that 
having added to your capacity you oan shut ott the bever­
o.ge sup:ply at any moment y01 want. You have adequ&te 
produot1on capacity which in a sense adds to your stock-
pile. . 

LIR. O' CONNELL: Yes, 

MR. SCHl/ENGEL: ~fuat difference does it make whether 
t his alcohol is in the hands of distillers or in storage 
and aging, or ~hether it is in publicly-owned tanks? 
It seems to me that the i ndustry bas demonstrated from 
the beginning its desire to serve. ~"1 volunteered 
way back in 1941. Today is the f i rst time that I have 
heard from any public official that the distilling 
industry has done a good job . There has been no public 
recognition of it. so far. I am very glad to hear that . 

H.l!. JR: We move very slowly. (Laughter) 

LIR. SClr::EJfGEL : Now if in the public interest liquor 
control is of any concern during the war effort, if it is 
a part of the war effort - I mean a question of public 
morale and liquor control - then it seems to me tho beverage 
distilling industry should be considered collaterally 
from the standpoint of cosmetics. I am told the reason 
11omen sLould have cosmetics is from a morale standuoint. 
!~':.1 s tate that the cosmetic industry gets fifty percent 
of its 1942 uurchases. Bear in mind, we have had none 
since November 1941. That is a long time. 

SE1<AT<R }lcCARRANl None of what? 

J.!R . SClf!JEWGEL: No income; nothing coming into our 
barrel. We are living on our fat . We are i n a process 

· or liquidation since November, 1941. 

SENATOR UcCARRAN: Do I understand by that that you 
have not added to your stored alcohol in any sense ; that 
you have been living on your stored alcohol entirely? · 

!.!R. S:lliVENGEL: Except for a very small product ion 
within the five months' · period, I thi.nk, ending October 8, 
which an:ounted t o 806,000 proof gallons, our comp81J1 has 
had no production - no thing can go into the barrel . 
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We are living on our fat b;y reason of tho fact that 
the whisky busine~in itself requires thinking ahead five 
or six years. Our portfolio has been interrupted. 

It does seem to me that some recognition should be 
taken of the position of the industry from the standpoint 
of public morale and control. If that is true and if 
lesser i ndustries have the right to buy, say, fifteen or 
fifty percent of the 1942 requirements, give us five 
percent . 

You know this whole public situation, :l!r . Secretary. 
As a result of an artificially created vacuum that some 
clever gentlemen are tiDing, all liquor industries are 
undergoing a change. New people are cocing i nto it. 
They have had preferential treat~ent . They go down and 
buy things t hat maybe established companies wouldn't buy. 

H.ll. JR: 
have seen it 
shocked me . 
year s . 

I had an exhibit here . I wish you could 
- liquor and counterfeit labels that really 
I haven't seen anything like that for ten 

I am disturbed. As I say, I frankly don' t want to 
see Prohibition come back again. 

SE!:ATOR l.!cCARRAN: I am wonder ing why t hat counter­
fe it label business is permitted to go on. 

H. IJ. JR: ~re have killed it . 

SENATCR Jo!cCARRAll : I don ' t know. It may be killed, 
but it comes to life evecy now and then! 

H. J. JR: It is a constant; between Alcohol Tax and 
Secret Service, t hey are at it all the time . We are 
constantly at it to find the place and find the plants, 
and then we kill it. But, like evecything else, somebody 
gets a bright idea and he thinks he can do it, and tor a 
while he gets away with it and we catch up with i t . 

MR. BERKffiiRE: We haven't had any instance of counter­
feiting in the nei~hborhood of two years. Within the last 
three or four or f1ve months we have found a little plant 
in Philadelphia and another one in New York. We got it 
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right soon after they started. That is what the 
Secretary is mentioning here. 
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SENATOR ¥-cCARRAN: Isn ' t it true that you are having 
a lot of new brands coce in? Now, ha. do they come into 
existence as against the old brands? IVhT should they 
have leeways against the others? They seem to have; that 
is all we know. 

MR. BERKSHIRE : Well , Sene tor, I think the answer to 
that is that the man can sell his pr oduct under any brand 
he sees fit. Frankly speaking, we think that they have 
changed a lot of the brands in order that they might get 
a little advantase on the ceiling price. But so far aa 
our ro~lation is concerned, they can sell a product 
after it has been tax- paid and beyond our control and 
under any brand name they see fit. 

f~w, if we catch them in connection with that 
transact ion, selling above the ceiling pr ice - or our 
friends from the OPA do - that would be handled differ­
ently . That is a different thing. 

SENATOR MCCARRAN: I want to ask a question, if I 
may. What is the condition in Canada? What is Canada 
doing in this subject? ~ reading of the subject ia that 
they are about to have what they call a "vacation," or 
suspensi on of the taking of alcohol for commercial purposes. 

MR. \'/ALTON: Senator McCarren, we have a Canadian 
plant, so I think I could answer that; General Schwengel 
could, too. We were permitted to produce beverage spirits 
for about a three weefrs • period last fall. Our product­
ion per iod, I think, •as in Deceaber. I believe yours 
lfas ln November. 

Lffi. SCHI'IENGEL: Yes. • 
WR. '.VALTON : But all the distillers in Canada were 

given about a three weeks' period. • 

SENATOR ~cCARRAN: Did that relieve the situation any? 

lolR. WALTOO: Canada has a regulation that wilf permit 
the wi thdrawal of only seventy percent of the distilled 
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spirits during this year that were withdrawn durin~ the 
f1scal year 1942. Now that was a government restr1ctiou 
that was imposed. They had a similar restriction on 
beer , which they just wi thdrew last week. The beer re­
striction was ninety percent . Now they are leaTing it en­
tirely to the brewers to release whatever they see fit. 
But this restrict ion is still seven~ percent on distilled 
spirits . 

MR. BAlFE: Perhans it hasn't been made clear to 
you the extent to which t hey have dist illed spirits in 
Canada . The Canadian Government has had a better 
si tuation t han lYe i n America have. 

SE!lATCR UcCARRAJI: It is ey thought, gentlemen, and 
I haven't coopleted the study, that you have in this 
country a rea t quill tity of liquor in seclusion that has 
been bough up a nd is bei ng hoarded. That is another 
t erm t hat may be used: held back. It is ~ thought that 
if you will release these distillers and let them go tor­
ward with a vacat ion for a reasonable period of time, you 
wil l bring that liquor out, because it is being held now 
for a fancy pr ice, and that being true, you just l et these 
distillers cut loose for a whil e - I mean, the legitimate 
distillers, not the bootleggers - for ever so short a 
period, and you wil l bring it out of seclusion and it 
wil l rel ieve your situat ion. It won't solve the problem, 
but it will relieve your situation at least momentarily. 

The demnd seems to be so great b.at it ~s on con­
stantly. But I am looking for a momentary relief, at 
least, because I think that as time goes on we are going 
to need a permanent re lief for the s i tuation wi thin a 
rMsonable time. 

Is there aO¥thing in my thought? 

UR. SCif'IEtiGEL: Vecy definitel1. 

SEKATCR UcCARRJJI : I aa very glad to hear that , 
because qy s tudy up to date prompts me in making that 
state~:~ent. 

!JR. SCHWENGI:l. : Senator, the very he t that t here 
are repeated statements, "There ain't going to be no MOre," 
accelerates and aggravates t he situation. We can feel 

----- ··---
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it . In other words, there is a great deal of liquor 
stored in the basements, let ' a say, of tavern-keepers, and • 
so forth . 

MR. BtoLFE: I don't believe it. 

MR. SC!I\'IENGEL : There must be, in the aggregate. 

SEJIATOR !.!.cCARRAN: There ian 't any doubt about it in '1111 
mind, at all . You take the market woman who probably 
wouldn't have but one bottle in liquor in her home in a 
year. She listens to this pr oposition and b~s un ten 
bottles. She wants it because abe thinks she ought to 
have it . So she beys it. \Vha t is true in that instance 
is true in t housands and thousands of instances. There 
is no question in '1111 mind about the answer to this thing, 
no matter how you meet it. 

1~ . BAXTER: Perhaps it is like coffee. When ooftee 
went of f rationing, it took two months for the sales to 
get back to present rationing levels; whereas, you 'd think 
that immediately the starved public would step in and 
buy. But they aidn't. 

SENATOR McCARRAN : Here is one thou !?}It I want to 
leave here. We can't be here too long. One thought I 
wont to leave here; it is a serious thought . I don't 
know how many there are here who are Prohibitionists, 
but I am one who is ve~ much opposed to goin~ into th~ 
"noble experiment" again. I think we made one failure , 
and shouldn' t go into another one . But i f this t hing 
isn 't remedied, it is a condition not a theory that con­
f ronts us, because those who are seeking to take advadt­
age of Prohibition are fortifyln~~: t hemselves with thiJ 
proposition right now. 

!JR. BERKSHIRE: L!r. Secretary, I think t here is one 
other thing, while the distillers are here, which we 
should not overlook. If we assume they are not going to 
get any more production, and we only mey expect so1nething 
like fifty percent of the tlow from the distilleries, 
assuming that is corre<lt - and I think that is the impreaa­
ion we get very deflnitel1 - I bel ieve that the 
Treasur1 Department has certainly by t hi a program just 
well under W.y at least identified black market channels. 

Regraded Unclassified



- 33 -

I think that the industry knows pret ty well by thia 
time and can find out where those channels are and 
where they lead. They have cooperated to the extant 
that ~ben we have pointed these out, they have veered 
a~ay to a large extent. That ia what I ceant by the 
cooperation we have received. We can get that still to 
a greater degree in the future, and this other one thing 
is definite, thet there does appear to be an unequal 
distribution, an unequal allocation of this fifty percent 
of the whisky that is flowing out. 
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I say this for this reason: le found out very definitelf 
thet the greater part of the black market ooeration was 
i n the South. That is, no doubt , the result of the fact 
that the South was not getting its pert of this flow of 
liquor . 

In Georgia, since our prograc down there--and we have 
practically put out of business ten of the twent,- four 
wholesalers 1n the State of Georgia--during the months of 
October, November, and December, when they were paying 
taxes--and I am talking about Georgia tax payments now-­
on two hundred and seventy-five thousand gallons a month 
as a reSJlt of the program and as a result of putting 
out of the way ten wholesaie liquor dealers in the State 
of Georgia and drying up that black market eo far as the 

· State of Georgia is concerned, tax pe,ymente in tli' Siate 
have dropped to eighty thousand gallons . flow, t at 
i ndicates that more than fifty percent of Georgia ' s liquor 
~as black market. ~hen you take it a~ayt they have merely 
a dribble of whisky. That stands as an lnvitation for 
these fellows who are persistent and who are still going 
to deal in the black market operations . There is a fertile 
field for them . 

It just looks like Georgia, Florida, en6 a number of 
those southern states aren't getting a fair distri~tion 
of thia flow. I think that is a very importent thing. 

SENATORYcCARRAN : That is t rue in other sections 
of the count~y, too . 

MR. BERKSHIRE: It vridoubtedly is, Senator. 
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H.l.l . JR: Now, gentlemen, unless the Senator haa 
sanething else to say, I personally have learned a lot out 
of this meeting. 1'/i t hou t trying to pun on the word I 
think we have a very fine spirit here . I think it is a good 
example of what the Government, represented by Congress 
and the executive departments, can do when sitting down 
~ith industry and trying to work out a program. I am not 
discouraged. I realize it is very, very difficult , but 
I am going to pursue certain suggestions which have been 
raised here, and I am going to cooperate with Senator 
UcCarran, if he will let me . 

SEII/SOR YcCARRAII : I will be very glad to have you, 

H.Y. JH: I am not discouraged. I think there are 
possibilities of solving this si tuation . 1s I said 
earlier, besides the moral ieaue, we have a stake of 
nine hundred million dollars in this thing, and I don't 
.. ant to see it lessened. \'/e need all the revenue we can 
gat. 

Thank you all very much. 
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TREASURY DEPARTMENT 

Mft l!Arch 17, 

TO Secretary rorgenthau 

l'aoM ]~ . O' Connell 

Dr . Tihltman ' s testimony yesterday afternoon before the 
";illette Subcon:mi ttee brought forth a few facts as to our 
estimate~ industrial alcohol sup~ly for 1944 in addition to 
t~e data contained in the Progress Report of January 3, 1944, 
•' ich ~e mentioned to you yesterday mornine. A copy of the 
rcrort ia attached. In his testimonj Dr. Whi tman referred 
to the recent agreement with Cuba ettected by the Federal 
£cono~c Adainistr~tion with respect to the U.portation of 
blackstrap molasses and sugar . Largely as a result of that 
agreement the estimate of supplies for 1944 has been in­
creased from 593 million gallons, as shown on ~age 2 of the 
report, to 609 million gallons . Also, the agreement has 
resulted in changi~ the percentages of the total suuply 
e.i\.r ibutable to gram, molasses, o.nd imports from 69%, 18% 
9nd 3%, respectively, as shovm on page 2 of the report , to 
57,,, 29;., and 4%, respectively. Another change is in the 
estimate of Government stocks at the end of the year which 
has been increased from 41 million gallons to 55 or 60 million 
Gallons . As to this Dr . Whitman testified that there would 
be only a very scant reserve of 25 to 30 million gallons because 
of the necessity of allowing about SO million gallons as 
OEerational stock. 

T~e figure of 638 million gallons as against 632, 
agresr ing on page 2 of the report, was given as the estimate of 
L 44 requirements . 

Dr . Whi tu.an had no prepared statement and was given no 
opportunity to present a consecutive statement, being questioned 
Rt length by Senators Gillette and Aiken and also by the 
Subcommittee counsel, Paul Hadliok. At t he outset of the 
hearing Ur . Hadlick questioned Dr. Vfu itman concerning his 
professional background, apparently 1·.i th the purpose of 
identi£yine him as a chemical engineer with experience 
largely in the ~etroleum industry and lacking in qualifica­
tions with respect to the use of grains in manufacturing 
industr ial alcohol. Other questions which were stress~d 
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concerned the reasons behind the WPB'a curtailaent 
last year of its industrial alcohol plant prograa, 
particularly with respect to propoeed planta in Iowa 
(Dubuque and Koekuk) , Illinoia and Wiaoonain, and the 
scope of the present program of the WPB and the War Food 
Administration for feed recovery facilities in connection 
with industrial alcohol plants. 

The hearings will be continued next Wednsday aorning 
and Dr . Ylhitman will return to colllplete his atateaent aa 
to supplies and requirements and to be questioned further . 

Attachment. 
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PROORI'SS lltJ'OR'r Ql INDUSTRIAl. AlCOHOL 

The war nuodll tor indust rial. alcohol have llilde c1-..!o upon 

proceesinr. !ao11U1cs, not.ably those o! tru. bevorallfl d1ot1ll1n8 1ndll8-

try, upon raw materials s uch as com, wheat and s ugar, and t.o a minor 

extent upon ll&tcrial.a tor the construction o! lldditional plante. These 

decands will continuo because alcohol 19 of prinle i10p0rt.ence in tho 1T&r 

proc;rom u a che..tcal. raw .... tcr1sl. 

n !.a t.llo object of ~his pror;ross report. tc explain t he industrial. 

alcohol plans ao th .. t ot.h .. r acencies ot covernlelt Whoso int.oreats are 

af!ect.ec1 may bo co(lnizant of the ~~~&jor proble"" and polic1eo involved 

and ot their o1cnJ.!1cance t.> other pro crams. Accordingly, collllidera-

t.ion ot the nature Me! •a;;nitude ot the al.cohol requirements and aupplieo 

conotitutos a Cllljor part of tho report. Sections on tho atet.us ot eonm­

ment stocks, on raw cat.orial requirements , on IIC1\' plants and on !eed 

recovery are 1ncluilec1. 

SUJD.I.\RT 

Industriol alcohol hus become sOI!levthat. ti~tcr in the past lew 

IDODths due to unant1c1pat.ec1 lend-Lease shipments coupled vt1th the 

cxpcct.ec1 increase in c10l:l~J1c1& tor the synthetic rubber plants. At the 

~ame time, production hau been 1\amperod by the unavailability ot com 

tor c;rain alcohol plants and the inadequacy ot molasses auppliea !rCill 

tho Caribbean . Government. stocks havo c1roppad ! roa a peak ot 1.)6 11111-

lion r.allons as of last Jul)' to a .fir,ure o! 60 million callono at the 

end o! 191U. Since about 30 ad.llion caJ.lono ol' stocks are ree&rdec1 aa 

the lllin1mm1 nocossary workill(l inventory at tho aynthotic rubber plant s, 

t.he arsenal.s, the powder plants and tho ~anl<port torninala tor wnd­

IJ!a'e shipaent, pr'Gibnt. reaerwe !or cont.ineencies aro not. excessive 

and cannot with s..tct y be allOY!ed to decre<Uie much turth•r· 

The position on requl.remiU\ts, supplies, and govon>IOOJlt stocu 1a 

Sltmari<tec11.l Table 'I """ in ~'ir,uro r. 

ss 
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TABlE I 

J!EXlUIJl';:.:nrrs, 'SUPPLlr.:; AIJO :;TOCIIS 
(In milli<>tlS of r.allooo or 190 proof alcohol) 

1944 
1942 1943 l••t11Wlted) 

Requirements 226 4)) 632 L -.,'f. 
Supplies 298 451 593 
OOv~mccnt Stocks '.)!>'~() 

at end of year 64 80 J.i 

fi.curc 1 prcaun'LS r::ontlll.1 requira.on'LS, auwlicl aid &0"",_,~ 
at cc:ka fi'OCI Janu.ary 1942 t.o ate, and tho predictions or these figures 
u.rouc~> 1944. The specific requir-•t. for a~t.hot.ic rubber, \h.ieb be­

c.,. t.~o ~e&jor clai.DMt "'""' the plMU " hich .... xe butedleoe fr<llrl 
clcohol COCIC into operat.ioo in 1943, is ahom ••P"l'atol>'· '!'he 1100t.hl1 
dot& on which this f1L'Ure 1a baaocl are given 1n Appendix A. 

The t<lt1matoe for 1944 on n.quirc..,nts, oupplioe ould raw 111ato•1al 

for ulcohol production •how, i n round nud>era: 

III>I<UltO :J.:t:NTS 
OfrocE J.lilit.ary 
wnd-Leaee 
~~t.hotic Rubber 
11ld1rert. llilit.ary and Civ1J.i.an 
Ant1-Prcez~c4&---;. 

SUI'i"~t.ll-:1 - · 

'\A>l 

s~t.ltct1c 
1m"" t.rl al.-r """", w t1on 
::cw plant... 
OL·vcrare alcohol plant.s 
l ::;>ortu 

WAtt:RIAIS 
flyarocarbon• 
G:·oin 
I,.IO).a9t'ICII 

!;np(lrt.:t 

.1... 
6 
9 

52 
26 
s 

100% 

10 
40 
10 
)7 

J 
l'ClO;S 
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To -~ ~he coal" in 19114 will require t'ull uaaee ol all ! acill­

Uca for inl.luatrial alcohol prcxlucUoo, includinr. Devona- alcohol 

planta, Wll~a req\ll.NlCIIlnta prove to be lcaa t.han or prcxluctioo to be 

.ore t.han now esti.Mted. rn e procram of thie II&Qlit~ t.bere ....,. ao 

ma.ny WJCert.ainUea ~at 1011r,-ti.M c-'-"tl and c(IDCluaicoa can be 

on]¥ tentative. Aaaurance that adequate atock rcaenea are beinc a&in­

t:linad acainat contin&'lnciea is a p11.1Dary CCinaidoration. The atepe 

which are beinr, t alten to enelll'fl avAilability of nlcohol ! or ...U .. ...,_ 

Ual ,.,.,. purpcaes include: 

1 . Att.ooptine to secure au1taole at~d sufficient raw •te­
riale tor alcohol producing plants, notab]¥ IIIOlaaaea 

!r0111 ~c Caribbean for t11o Gul! Coast and East Coast 

1nduatr 1al plants and com r or ~o cra1n alcohol plants. 

2. t:xpeditJ.nc the coapleUon of no" uain aJ.cohol plan to 

whlch are now under conatruction . 

). Socurine •av1mum production !roa present !acillUoa by 

DOane ot.her than those lilted abcmo in 1. 

4. llavinc ~• 8r1t1oh ros1100 the production ?t alcohol, 

ua1ne Caribbean IIIOlaaaea ..U.ch -.ld bo ohipped in 

pl<lce of the preaent Lcnd-Le&so alcohol ccm:d.-te 

to Britain. 

S. Attapting to secure iq>orts of alcohol fra:> tho 

Caribbean 1t it profts iqlracUcable t o obtain proper 

amounts or blackltrap mowsoa because of its conaump­

tion in 110w Caribbean diatilluries . 

6. T10)1tcnin(; tile allocation of alcohol. 

7 . Prupari.na &fl&inat ~he contingency ot r,J'ain shortage• 

in ~he a>ited Stltea 1n l94S by dewloPina auitable 

projects to p roduce alcohol !rca non-cratn Cilteriale 

auch as petroleum lJ&$88 and wood waatea or !r0111 Cana­

dian -·~ auppll•• or projocta ~o produce !rom ot.ber 

aources certain ..ateri~ wh1ch now require aJ.cohol. 
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It iu aztticipatecl that tho alcohol s1tuat1oa will J'OIU1n tie;llt as 
lone oa tho rubber procram needs all-out production fr0111 the plants 
lflliclt 11111~0 butadiene !roc alcohol. Those plants are expected tc oper­
ate a t at leaat lS<l.' or rated capacity dur111{liiiUCh of 1944, The moat 
rocont eot1Jilatcs of the Rubber Director call for S<l.' more alcohol 1n 
the !irat half of 1944 than had been onvba~J0'3 1n the or1c1nal prosru. 
Ttte pressure on alcohol would be lessened late in 1944 1! and when the 
rema1n1ns: plants or the petrolelliD but.adl.ono prowa~~ c01110 into succesa­
tul production and petroleum &SSUIDeS the aajor burclan or the lead Ill 

,.,.. 1z,!.Cnded. It must be rec<>gn1zed, however, that even wllen the petro­
l4lUD-butsd1cno pl4tlts are c,..,leted and capabl.oo or .n.u operatioo there 
is a posaibill ty that they will not hAve a full oupply of rmr JO&tcriale 
because of c,..,atin& d~s r or tho aamo raw aateriale by the aviat.ioo 
casollne Pro&ra=• 

C<Lrel'ul control and plann!.ne or the alcohol prowaa - be con­
tinued to ons,•.re ar,ainDt a potcnt.ially crit.ical situation ahead. 

REQUJ:NH~it;NTS 

Roqu1r-nt• or indust.rial alcohol incroaoed from 226 million cal­
lons in 1942 to 4:J3 million gallon• in 19431 and arc predicted to ba 
ebout, 6)2 million &allons in 1944, Tho UDU are claaai.fied in Table 1!. 

TAJ!L& Il 

INDUSTRIAl. Al.CQ{OL I!EQUJREifili'I'S 
( in ..uuons or caJ.l<lns or 190 proot alcohol) 

1942 ~ 19114 

D11-ect 11111 tcry S2 43 48 
1.Amd l .oase 2S 68 S9 
Synthe tic Rubber 127 328 
Indl.roct 11111tary and Civilian 120 146 1&.; 
Anti-Freeze ~ ____!!2. ___E 

Total 226 433 632 

Thuoo requ1...-nts """ preoonted by montho in Appendix A, and the 
dotailod brea.loloom of uses 1n the indirect lll.lltary and Civl.J.i.>n cate­
sory iD fl1vun in Appe:xliJt B. The ..aj ar roquiremcnta are d1Bcuaaed as 
COllOirO : 
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01 .. rect l4ll3n· In 191.2 the diroct lllilltary uoe (52 lllillion ~len.) 

"aa abOut ~or tunokel e.au powder 1 and. smaller lUIIOWlt.S : or tho ChelD1-

. cal t•r!are :;erdce, the fJodieal Corpa nnd others. In l ?lll the o_..rall 

al.Litary dcaand dld not L><:reaae aa had been Mttcipat.ed and consiiiiP'"' 

ti?ll ....s only Ill lllill100 .~o.llona; ti'o a110kelca- pC70der pr<>CJ'UI ,... cut 

und ol eo Uto CrolllicBl .• ar!nrv operationa 1!h1ch requ:!.ro alcohol were 
onarke<tly OW't.lll.led . The l?W. estimaw of 48,000, 000 &all.ona ia baaed 

on advic~a fr<'!O tho a.,rdces nnd il•cludua a small _,unt for 110iature 

injectioo l.n aircraft cnginoa. The lllil1n ika of the 1944 proeraa 1o 

3'/ ,00U,OOO callona !'or nxplooives . 

It ahould be rcco(lllioed that tho Cheml.eal ·.:11rt are Serdoe would 

OLW considerable llddi tional aaounts or alcohol if gaa warfare ... re 

ln1t1atocl . 

Lcnd-Le:we. In 1942 the :!!> lllilllon p,nllons for Lcnd-Leatle ""nt oloos t 

entireLY to Oreat Sriu.l.n. IIIIich •hut d01m ita cr.m alcohol produetion 

fran Ca-1bbean 1:10lasaes to eonaervo tanker tiJNII.,.,, In l91ll, I!Uali& 

'·<»k ~H or t11<> 66 1111llion .,.Ucn tc;tal !or the producticn or a,'ntbotic 

rubb•r and oxp1oaiveo, and Great Britain took the rest. 

l!o !in:o o<lllllit.mcnt• havo been ~!.ado for alcohol to bo ohippdd 1n 

1944 ';'ho Brltish have ;>ruenkd a roqu:!.re~:~Cnt tor 24 ailllon ~:allons , 

but th<'ro are f:OOd pruopocta that thls will be repl.u:ed by sl\tpmonta of 

1nv~rt 1110luoscs ! rem the Csr ibl>ean t<> England 1'1Uch will be run in Bri­

t.1sh planta1 nO\V i dle, t o produce tho aame aonoun~ of alcohol . Tho Bri­

tish are proposine that 9 lllilllon callono or alcohol bo auppllc<!, to be 

!Oad.e into acet.ocla in E.nglond and to reduce Land-~asa acet.one c.-1 t­

mnts lt ia here <WSU••»<' that net olll.Jllll"'lto of alcohol to Britain will 

t.otal only 9 milllon callona in 1944. 

Th1 Ruosian prot.<'col tor the fiscal year J11ly 191ll-July 1944 b 

)2 cdl llon r,allans, subst'U\tielly all or 11hich h.•• """n •hipped in the 

fir st P1.x montho. Th~ Russian• '""" nO\V request ing another 16 lllilllon 

cancns in the f1rat su: u.onths o£ 1944 for ~hui r rubbor and exploa1vcs 

pr~.;r.., 1f thia b ;:rar.tod, tlte 12-t~onth tot.u ••ou.Ld btl So 1111Uion 

callGra . l~ 1a aaau;nd that totai Ruoa!.an 6h!'lDCnts !or tho 12 mootba 

of l9!J• will be SO ... ullon Call003 · 

'i'he t otal cstl~Wd s hipments ! 'Or 1944 ""'' • thot'Ofcre , S9 ailllon 

t:aUona . 1f the Brltish plants cbMOt be c1 von unout;h molasses to pro­

duce 24 Dillion caUono of alcohol, the total will be c orNapondinel.v 

~or<nter . .Purther1110re, i.f r,aa warfare atarto, tho Brit1ah need \10\lld be 

i ncreased by about 7 milllon eallons . 
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Synthetic Rubber. No appn~ciallle ..,ount or o.lcohol went into a,nthetic 
rUb&ir 1li 1942. Honver, when the Qll41~1cn of bu1lcl1ns a -r ot un1t.a 

to produce butadiene traa alcohol wu WXtar con.oiderat1cn b7 Rubber Re­

serve 1o the a,;>r1118 ot 19112 the Ch<lllical.o ll1v1e1cn cuuanteed .,OOICI> 
akobol to operate but...U.MAI un1~ 11bich 110uld proc:l\lce 220,000 ahcrt 

tona ot butadi ... e per ye~ (approximately 200 ..UUcn eallcna ot alcobol 
lllUlually), al1d 1anod1ately started a atockpile ot alcobol agaioJit thia 

future requ1relll8rlt, Aa subaequent estl.mates have indicate<! greater needa 

for alcohol, the production procraa haa O,een corraapondineJ.y .tjuate<l 

and the Rubber Director hu been asaured ot enouGh alcobol to -t the 

new tieures. 

'nle plants 'llhich IIAl<e butadiene .CrQI alcollol becan oparatiCD early 
1o 19ltJ al1d have proved to be unu.aual]J' a~~ecesatul. In Dec..,.r 19ltJ 

the total production CrQI theee pl&nts corresponded to about lli<l:l ot 
rated cap4C1t.y, and required over 211 ad.llion gallcnt~ or alcohol, 1nclud­

inC l ad.llion &&].lens tor styrene. 

I'n l9llll the alcobol-butadiene piAnte W1ll prealalbq be puahed to 

...:<1m1.ao capacity durinc ..,..t ot the year, due to dalayl 1n aecurin& ;>re­

duction ot butadiene t.- petroleua. Alcobol was or1£1na11y suppoeed 

to carry on]J' about one-thi.rd ot the butadiene p-oducticn enviaapcl 1n 

tha CCIOIIj'>lete<l plAna. It. 1a now carryina three-quartera ot the load and 

will probably carry about one-halt tho load durinf, 111\lch ot l9llll· It 

can fairly be anticipated that alcobol requirement• for butadiene will 
slacken aamwhat men and as petrole\a but..u.one becCIIIIa plentiful. 

'nle allORnce ot )28 ..UUcn eaJ.lcna for l9llll, 1nclud1ne l2 adllica 
£allona tor styrene, rapraaent s a recent eatimate by the Rubber Diractor . 

He states that there is at preaent a )$,000 ton daticU in But>& s pro­
duction and that 1 t will bo ncce3aary to run the alcohol-butadiene plants 

Cull bleat - ao 111\lCh over l$<),l rated capacity u possible - for at leut 

the tire t halt ot l9llll. 

"nno Rubber Diractor atatea that hia coU..tu ot alcohol require­

..,nta ohould be regarded aa subject to variations upward or downward 

of l<),l . It io our beat judf,WIOnt that his eaaentlal requi.raMnts durin£ 
the firot six months will not be oian1ficantly l"""r than the tigurea 
ShOI'II'l, but tllat 1n the laat quarter ot l9llll they ..ay ba le88 , 1/e feel, 

hO!ftlvor, that it would be unwise to uowoe ouch a reduction in plannina 

the alcohol prouaa at this tiDo. 

Tho OYerall aitiiAticn en rubbor ond the ~rativa Mad !or •d•• 

pr'>ducticn ot butadi- are co .. recl i .n tho fourth frotlre•• RepOrt ot the 

Rubber Director, dated H...-r 10, ).9!&). 
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JMlrec~ :111~~ and Civill.an. 'l'bo ea ...... ~1al requit-.n~s or t.bia 

calecocy ~ave Ten Increlli'Lil; o~adil.y, 1'Mlll 120 111ll1on 8allona 1n 

l9h2 w lJJ6 !lll.llion in .L943 and to an estimat ed l6S 1111ll1on 1n 194L, 

dos;oite the lonc-atandinc lilllitation Order 11-)0, llhl.cb waa cllllllcod t.o 

coor.plete allocation in Sept.aber 1943. Since tbis cate801')' o1' uaea 

i ll not sol!-wtpl.onatocy, the end usoo ....., consi dered i n • .., detail 

1n AppendiJC B. Because o! tho 1ncrows1np, tieht.nesu 1n tt.. alcohol 

ai~uation and tho delllllnds -.1\l.ch alcohol mal<oa u;>cn r;rain and suear u 

raw materials, t ho ::tlolll..cala Oiv1s1on ia allocatinc induatrial alcohol 

in a restrictive mannur . 

llott or tho uses are as a chel>ic.U raw aaterial. Tho b~eeat 

slnn!n itec~ is Cor acotal dehydo and acGtic acid, both uf which aN 

controlled by independent ellocaUon ordera A aubotantial part o! 

~h••~ ... .at.criala aces int.o the production or acetate rayon, and also 

into mald.nc militaJ')' protective clo~hing. The next lar~at amount i s 

e~hyl chloride and ethylene di bromido !or the tetr~thyl lead program. 

Tetraethyl lead is currently eo ticht \bat an expan•ion prograa 1n•olv-

1ns around $10,000,000 ia beitlll authorised . Ano~hor conaidorable user 

o l' alcohol ia oolwnw. auch aa ethYl acetate, which aro 01110ne tho most. 

criticlll. producto allocated by the Chulllic&lo Division. Tlw amoullt uf 

alcohol which ~'00& into ciYili= it.eas like per!umos, COOIIIItic~, or&l 

auUsepUcs o.nd IIIOUth wa&hU 1o very minor .md is controlled by a $~ 

or fJ:Jf, quota on uuge based on the fiscal year 1940-41. A copy or tho 

&l~onol alloc.atl,., order is 1ncl...:lecl aa Appendix c. 

A fair i dea of lhc encl-uao eosoutialHy of alcohol in t.ha ca t.e­

r ory ~~ Indirect 111l1tary and &asential Civilian ie indicated in the 

toUCT.dn;j ~able, 1fh1<h 1• soanhat elabor ated in Arl"'f"'J.X 8. Under 

o"ch olaoai!i cutioll tho major WIOO aNI Uste<l 1n order or descending 

c<mowoptiou. The rercontagea uhown for ea<:h &roup are btu~ed on the 

to~al Indinct 111llury L"ld Civilian . Since this t.otal wu appr<Od.­

lll3Culy 34~ of tho overaU alcohol conaUIIIpti on in 1943, t he >icun>a can 

bu divided by 3 1t it 1• uooirod to ge t a roncb oot111law of the frac­

t l on or ll1l the alcahol inl!l43 ..tuch 1o r eprusentod by illly eroup. It 

ruy be uoumed tllat esiiWltially tho '"""' proportions will obtoin in 

1%4 but since the Lotol Indirect 111litary and .:irllian 1o est111lated 

t o be an:~¥ 2~ 1n 194L, t he perc.,ntageo should be divided by 4 t o give 

tl•• rou&~~ t raction on t.otal "lcahol in 194L. 

Protective Cuat.inc• 
IIIErocoll\IL);e 
Ethyl acot.ate 
~hellac 
Butyl alcohol and Butyl acot.at<t 

Other t:Uiyl wte .... 

Plu tico 
Synthetic plaat1c• and resina 
CoUulot• t:st.er pllultic and !11• 

Vinyl Acet.ato 
Plaaticbara 

l2 &G 

' 
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textiles 
Acotita ra.yun 
t~litu.ry protective clothina 
Textile proceus1u: 
Pyoa and intormedi:lt.ea 

Totraeth~Load - Gn3 >line Anti-Knock 
t U&I Orldc and Ethylene Dibraaide 

Pllblic Health 
~e-.... icslo 

83aic .....Ucinal cne:lic:als 
81olo!;l.cals, ether 

" ood 
-vrnepr 

•·1avor1ne eoct.racta 

wctlooives 
private p<Uduct1on or cn~jcalo 
t or explosives) 

(!th•r Uou 
·-this (ll'eupille includes a variety ot 

uses .mich are dU'ficult to claaoity 
in sny or the above categoriAia . It 
includes auch it.na as: 

~mall orders certiti ed by c cnaUIOOrO 
u cOIIdnr, ;<I thin quotas aut!>or1Dd 
by .. ar l'roductioo Board .. ..... • . .. 
Small orders exe.q>t fr<a use 
1Wtat1on ......... .... .. .. . .. . . 
Toilet.rics, coscetica, oral ant.i ­
eept.ica, mouth w-d.Shes, c.coth 
cleaners, <:lcanirl(: 4nd pollahins 
preparations . ........ . .. .. . . . .. .. . 

11\ d•aeenit~ order of U ('11.1. tudo, other 
lll!laller uses are butedlcno pl.lot plo.nt, 
donat.urante, adhesiv~s, o.re f l otation, 
i nka, brake tlu.td, cuttinc oils ond 
photor:raphic 1Nlter1als. 

12 .~ 

TOTAL Indirect llilitary und C!vtllo.n Uo" l iXX 
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'l'!o steady increuo in • tJ1U requil'ODOnts Of the Ind1rect !allt.ary 

and C1 nl1an r,roup ia part.l,y oxpl41nod b)' tho tact that 11&1),7 o-tial 

cheadcalD •thich hevo been required in inc.reasin(: Yol..., c., ba .­

cithtil' frCJal alcohol or troa • ._ othor raw ... terial. '""'"""~ alco­

hol 11 not tho pro!oM'Od raw •teriol because 1t ie aore upenet .... 

However 1 - the de:::lnd !or thu chtllll.cal incre....,a groatl,y end the 

product has an eascnt.1ality 1flich cannot. be denied, it bee-• .,. ... _ 
eary to resort to alcohol, deapito ite hich coat to--clq, ond to oper­

ate IIIArginal racillti oa ueing alcohol to meet the needa. Oroorth ot 
the o..,..all war production proeram haa therefore entailed incrauing 

usaee or indue trial alcohol &3 • chea1cal r- ll&terial. the aoat 

stl'ikifiG exanple ot this 1a tho production ot bllt.lldiene n- alcohol, 

nbich waa diecueaed earlier under Synthetic Rubber. 

Anti-l"reeoe. Be! ore the ....,. alcohol ....., loainll ita poeition u .., 

an£1-treoze, duo to tho CCllllplltiti"!' ot •t.hacol and or the ~t 

typo anti-treeaea. Tho dCCI<Inda of 111111tary 'lllhioloe and or ea..,...tial 

truck• Glld bueoa have altlost ol11111oated the pomanent t ypo .,.ti-treoae 

tram tho P"•"""C''' autoe!CbU.. . l:.Ot.hacol ..., not a"fll1lable in 19113 be­

cause it was required as a cbe.ical rm mterial tor r~a, 

which noes into roaina and into ox;>losiYaa. During 191131 therefore, 

ethyl a lcohol waa alloout the onl,y anti-.Cre .. ze available to tho chil­

ian, and the 49 1111l.l1cn callcne allocated """' auch ""'&tar tha.~ the 

29 odllloo used in 1942. Anti-freeze ie under allocation, and a atudy 

is beinc ~lade with the indu.otry coa:d.twe to detendne whether the 

totel allocatioo in 1944 can be a<m1wl1at reduced. I t 1a &leo hoped 
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that I'Ait.hacol can be ..ado ava.J.lAble to .. a1~1t1cact de~, but there 

ia little indication t hat tbe oituati011 on the ponoanent t7PO anti­

rreezoa 111.11 illpro.e. T~ cO(l;l1sAnCo or tha poasibilltiaa 011 aaUI­

anol and of a reduced nll!llber or p118&0tl8er care on the road, the eot imllte 

for anti-rreese in 1944 ha.a been cut ratJ11r draatical1y to )2 odlllon 

cauona. 

SUPPLIES 

Table III ahooe tho estimated production ot induatrial alcohol 

1'1'0111 proecntl,y assured tac111t.1ea in 1942, 19113, and 1944, caaa1t1ed 

by type ot production and 1nc1ud1nc oxpected iaP;lorts .Crooa Canada aod 

JleXico. Ucnthl,y production ticuro• 41'0 r;1mn in Appenr:I1Jt A. 
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IIID1JSTIUAL 
(In 111ll1cns or ~;:ill.Dnll or 190 proof alcohol) 

• l9b2 191&3 l9LI. 
Industrial Alcohol plAnU 

S1Dthetic so S6 6o 
Oult Sl 51 ss 
!!cot Coaat. (includine wineries) 6 11 12 
Eaat. c ..... t ~- 7S 150 
Other area.. 11 12 
New plants s 6o 

DoYerap plants 121 228 228 
Illlporlo 1 --1! 16 

Tot.al 298 4$1 S93 

Thora aro man.r unccrt.aint.iea 1n the production ostilllatss !or 19LI., 

lAra;el,y cent.erinj; around the avallobillt;y of molaeooo and ot corn tar 
the 1ndust.r1al alcohol progz ..... DocaWIO eo ...ell <lopollllb QPOD raw ute­

r1alo, this subject is treatecl separatel,y in a lator section or the 

report.. 

2li'et.1c Production. 51Uthctic production rraa pctrolcua , ...... ahon 

a auilera£41 lncroaae, !rca so mllian .,.none 1n l9b2 to 6o 1n 19LI., 

bccauce the constructi on or planta llh1ch would be requirecl takee IM:Ire 

critical material per unit output of alcohol than 1• the cue wit h grain 

alcohol plants, and accor<l1ngl,y IU.jor expensiane ll&Ye not been pend.ttecl. 

K-r, because of reports r,.. the War Food Ac1111n1at.ration that the 

fVal.n aitllllt1on ma;y bec0010 ver;y ti(lllt., it ma;y soon prove ~WCOOa&r7 to 

sponsor expen~~ion trom hydrocarbons as a l!l'ain coneorvat1cn .......,ure in 

194$. 

Oult Area. Thoae plants, locatecl around Neor Orleans, are all baMc! up­

on moLiilsoa and ha"" not been oxparu!e<l. In 191U their production wu 
at le11 t.han full capacitJ boca .... of a ahort.ago or 110l.UM1. In 19114 

the;y are axpectecl to operate at nearl,y wax1•• c.pacitJ, producin& SS 

111111on gallons. 

west Coartnltnca wineries). Tha lfut Cout plants operate on 

DOI&ileaa • The Li!IUitrial plants bawe a o....-1 capacit7 

or about 8,000,000 f!allona or alcohol annuallJ', ..tdcb baa bee oupple-

11101\to<l b7 convenion ot about ton ..1nori•• to proceoe a too~parar;y aur­
pliUI or molaeeee. The &IIOW\t or production 1n this area a controlled 

b;y the -"·or aol.asaoa wldcb 11111 be aniloble, and 1o eataate<l at. 

12 1111111on gallcna in 19W.. 
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East Coaa~. In pre-war )'OIU'S the r..aat COMt plants, opcratizlc on 

JDOLliloos, produced owr one-half the co1.11try• 3 output ot 1ndust.n&l. 

alcohol. Subcarine warfare early in 19L.2 cut ott thoir supplies ot 
r;olas..,s, o.nd although plano 'IMre 1n1t1at.oc:l and put in~ effect to 

convert t h""' to oporate on !',rain, thuir production di1J'1nt 19L2 (61. 
lllillion eallons) and l9lo:J (7S lllillion) baa been well below their 

potentialities on molaseu. It io ant.icipHt.ed that in l91Ji enOIJI!h •o­
lasseo will be available to supply tho$11 plants which are looo ertec­

tively equipped to opera~ on f?'ain, althollf)> it now &Jli'O&rl that a 

~cnsiderable tro.cticn of tho £aat Coaat production will still haw to 
be baaed upon grain. 1'h<! eatillllto ot 150,000,000 r.allcna of alcohol 
in 19t.li tna ... at Co.>at industrial plants awst. be recoi)JI1zed aa indefi­

nite bec&llle of tha raw ~~at.erial ait.uaUon, und li8Y be l(),l high or low. 

Other Area~~ . The so ""preaont nd~cellanoous incluatrial alcohol plants 

Which oporato on crain, onoatly in the l.tidwoot. Thoy a re counted upon 
tar full capacity output ot 12 mllion gallon• in l91Ji. 

uc.r PlAnt•. This RJ'Oupint includes entirely now induatrial alcohol 
pliiiiG oril a oll!llber of expansions of axiet1nr. d1st1llerios, convor­
•lons of bro\OBries and llioceJ.laneollS siJIII.lar i>rojects. Subotantially 

all or thia ;>t'odllct.ion io baood upon nrain aa a raw rzrat.erial. The 
total authorizations comprise a capacity or about 80,000,000 gallons 

per yuar, or which ona-half is concentr~&ted in three new crain alcohol 
pL>.'lto at Oroaba, Ncbr&akAJ tansas City, J.:iaaouri; and lllscatine, Iowa. 
()1lJ' a Jlinor -t ot production wu obtainocl ftoorl these projects dur­

ing 191J, but it i .o expected that they will all be caopleted before 

next e.-r and will contribute 60,000,000 callons to the 191Ji oupply. 

Bevera~ Plants. Production of indllStrial alcohol by tho beverage 
ilcOiio d!etillers started late 1p 1941, and 1n February 1942 the indus­

try was placed W¥1W' Order »-69 which required partial uaace ot ito 
fac1litiae for indllStrial alcohol production. In OCtober 19L2 tho con­

trol waa ticl>tenecl to require 100!' productt on or industrial alcohol ao 
that a reserve atock could be acclllllllated before the heavy deasnds or 
the synthetic rubber prouaa were ~ncountered. The bovarase plants pro­

duced 228,000,000 r,allona in 191J, or a little over one-half th<! total 

alcohol •upp.l,jl . '!'hoy .,... boinr, counted on !'or thu ""'"" callonar.e 1n 
l94L ( l L •hou.ld be not<~<! that axpan•1on pro,..cts in buvo.-ag• dJ.otil-
lorles .1rtl classified in the previous section UDder Hew Plants.) 
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'l'ho diee1ll1nj; i ndlll!ery waa in aoooe n;oftpecta poor~ aaapted to 

cnclll:• in the full-t1.., prodlll!tion ot indu.ol.rial .Ucohol . liMy llllita 

had Lu be eqllipped, r,eooroll.y with occcndhand uteriala, ao that tllay 

could 1113ke 190 proof . Boverat::" distilleries nomal~ operata ~ 

part of the yuar, ehuttill!: do= at t.1a>s ot low water and hip)> teotper­

aturoa Usu4l operationa avcrar.e live d4ya a ""'ok, with npaira to 

ste1111 pla.nta 4nd .,qllipmcnt over tho >oeelt-end. The at""""t on the part 

of t he distillers to "P"rato at IMXiRNm capacity thro1111>out the week 

and tlorou(l.'lout tho )'CIU' hflo t'esultod in considerablo det.erioration ot 

equi~cent, Tlhich haa been tnt.ens11'1ecl by loeo ot po1'1IOMUl. Accot'd­

l.nc~, i t is fear(l(l th.at th~ 1944 eet!.mates ot proclucUon by the bew:-­

ace pl<>nta ""'-Y prow t o be oomuwhat O?tillliaUc, unlooo H becanes pos­

sible to secUt"e com i n ••ll1'1c1ent amounts for the distillera. Durinc 

the l attor half ot 1943, 10han com """ not avnilAble for lobe plants 

and "heat 'lfM the prl!doal.nsnt r,ra.l.l•, produot1on waa ai~flcant~ lower 

than i t load bo~n in tho prevtow; •1.~ monthfl. 

Almost 90.( ot tho bevence diaU.lJ.1n& l.n:lustry 1.o now able to 

make 190 proot alcohol, s o t.ho earlier probl"""' involved 1n bavin!l 

t.o r eJ istill a lPr(lO lllllount o.C t.l.t';h wine producUon hsve ooen creatl;f 

reducl>d . 

~rts. l.mp'>rts wen DQ;tlleibl" 1n 1942 . In 19)1) abou~ 9 ,000,000 

caon.o nero securod f rom Cwulda N¥1 $',000,000 1:a1J.ano Ira• loleltico. 

It ia e"J)8Cted tha~ this t otal will be only sl11l)ltly 1ncreued i n 1944· 

Tber•· 1v " d!.B~inct pvs<ibll1ty tlla~ ind""trial alcohol i.11p0r~s can be 

•~curod frOill Cuba in l9W., bu·. tt.!.s 1:• not yst a .. urod . AI a roul!fl 

est\r.lllte, perhaps ton to f ltt.:en million ctLU.ons tdeht be made av101l­

able to U... United Stat.es f roa tJ•o heavy production of alcohol which 

the Cubans anticip.tt.<• in 191W. l:fowver. much or th& Cub...,..WOiool, 

~thlcl\ it h:ls been cout.cnded will ..,quire thu cQIII)letfl u•aee o1 all 

l>lacktltrap ODOlsasoa by the Cuban diotillorluo, 1• apparentJ.¥ schoduled 

tor the producUon of t>evor"G" to be imported t o t M Unit..'<! States. 

This ""tua.tl on should be c lari!iod '!hen tho current nogot1at!"<>ri3 with 

Cuba tor moloooes und alcohol are concluded . UJ·til then H """IllS un~a.f• 

Lt~ CC,lU'\t. uu ~Uba:\ 1m,ort.::i or :-lcohol or 81tt1•1'actory quallt.y • 

. REQUJ:rlf.J.fi!.N"l'); v:;. SUPPLI!~ 

Tl\blo I V CQIIj)IU"<)B total rec:uir.,.,..nta wtth t otal pr<.duction plw. 

lx:porto . Tho ,.,.... cOftll)arl•on is ah<Mn by month• in Appendi.J< A. 

TABU • .IV ---- -

r'~"<lll.l......,nta t fr0111 Table li) 
J-roctuc tion { l"rotn ·raole Ill) 
!:'t·r;-l w ,.~ :>uric· U .. 1-) -· ... 

bJl 
451 ,. 
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J.n 1942 production <lltCHCi«! CCNIIIIptiCOl b;y 72 111.llicn r,all.ona at' 

wb.\ch ~ .UUcn callclno wnt 1nt.o co.......,.t at.oclte. In l9IU pi"'duc­

ticn wteMCied CCNIIIIpt.l.COl b7 18 aUllcn callOOS• ao.en.ent 8t.oclte 

l.ncNJaaod <>bOut l6 ad.lllon eallona, t o a tot.al. or 8o llilllcn !;llllano. 

In 1944 the est1natea or requ1reaente and ot oupplloo trca preaantq 

aosurecl tac1llt.1os indicate a claticit oJ.' J9 .UUcn F,allona, which 

would be ll:lde up by w1 t.hclr-.-la rrca eow,_,t s t.ocke. 'ftle quaoUon 

of stocks and rueerveo 1o treated 1n t he tollowinr, secti on. 

A. cowrt111Mlnt stockpile or 1nduatrlal alcohol 1IU star ted 1n the 

lat.o 'Print: or 1942' when the decision .... llliolde to build butsclicne 

plants buocl upo11 alccbo1. Oove~U~ont stocks bad reached about )$ 

lll.lllon callorts i n OCt.ober 1_042, when the bcver"l:" c!istillan ,..,.. 

started on the 100l' 1nduotrlal alcohol prO<Iuc tion proerlll, woe! nrew 

•t.e<>cl1l7 to " peale or abOut U6,ooo,ooo gall0118 at tho woe! or Juq 
194). '!!leN stocluo co-ter Datenae Suppllea Corporation alcohol 1n t.be 

Unit«! Stat.ca and canada, 1nolud1nt: tw\lcpoot tenoiJI&la, &nc: stocks at 

oynU\etic rubber plants, Ordnance :c:orke, and Cbomical liarfaru S<trvice 

ara .. Lll.s. Tbe;y have clecreas«< sinee tbeo at an avua&'C rate or <MOr 

10 mlllon eallona por .x>th, di>O to t/10 ha&'l}' drains o! the rubber 

proeram, aupplari~Wntecl b;y sclvanced ohipalllllta to Ruao1s , At the one! or 
194) t.be o tocko a tend It about 8o llilllan 1:allana • 0! t.hio IIIOOW>t , at 

loaot )0 mll!cn r,allano must oo ropnlecl ao neceoaary worldnc lnven­

toriu at U\e oynthetic rubber plants, tll" Ordnance ... "ld Chood.cal IW­

fant S<trvice areenllle I&Od Ule t.anlq>ort tel'ILinala for fon>ipp ohil)llllttlt. 

,... balance, rdlicb is tho true reserve stoclcpUo, 1a tboro!OMJ at the 

present tlJD<o ~ SO llilllcn pallcna . 

'l!te t.ot.al requ!..-nt tor 1nduatrlal olcohol w1ll bo oll,;>tl.J 

over so lll.lllcn c . .UOIIe por -.th in 19W., and tho c!iroct cove..-,t. 

requinwonts for synthetic rubber, Lend-LeaH and lll.rec~ ll1llt.ory are 

expec tod to a vera,:c abou~ )6 llll.lllon r,allcno a IIIDDth . I t 1s thus evi­

dom\ that. the present reserve ot $0 llilllcn r,&llcno 1a b;y no M ans 

ucoesive and that it etocl<a tall JIUCb below the preeent tteure, l.be 

!actor or aatety ae;W>st ccnU.fll:er>Ciee will boo ondanprocl . Slnl:e i t 

seeliiO llkeq that this a a;y occW', it bocOIIlle il;>crative to oecure llll.ld.-

11\18 proclucticn !rca p.....,•t tacillttu, to 8l\lflll'U ar.aiMt unnecoa...,. 

uaages or alcohol, and tu appro... MW project• 1n an aDIOWlt sut.riciunt 

tc protac~ OCa.iMt 8hOrtai!"D which llit;ht iJipa.ir tl\U W&r eflort. 
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.he problcaa of pt"Oduct.1CI'I h.>.s bee"""' 1llcreaalnj-~ CI'IO or aecur1ne 

l.llft pr<>pelr raw Not.cr1al.a . "Itlo curt.aillnont or lllOl&aaeo 1Japorte r .... t.h• 

C4ribbean in the oprinc o! 19hZ wu a se:rioua bloor to tho pt"OducUon of 

~he 1ndwot.rial. plants on the f.aat. and OUl1' Couts. Surpl.u.eee of (lJ"Ain 

...,,.., 1n exiet.cnce, and pl'Peourec wore exertod to bLM oxtena1Ye now pro­

duction on crain• 1'ho 9an:ch Cc:w:nHtee report etat.ca: •1'fle secretary 

of A(lJ"iculturc baa aaiJUt'Od the Ccr:nd ttee that no concern need be Celt 

thllt t.hu expansion of t.ho 1:mt.adl.ene !t'<la Cl"ain procro111 will interfere 

wi t.h oUT food supplioo.• \lit.hin ai.x IDOI"ltha ~orn, U1o convont1onal and 

the ~:;oat &ati.ofact.cr,y Crain for tbo cl1etilloN11 1IU tid\t o.nd by Jul,y 

l 9L3 , it became noceoaary to forbid t.he woe of com for 1nd1111tr1al alco­

hol. . 111e losaoa in alcohol production, and also in t.he r•oover,y of by­

product foods, 'llhicb thi& proll1bition entailed , have been eerioua. SoclD 

ellQit iol;>rovemcnt ~ occurred reC<ltlU,;· "'*' the cODClJI"I'iiJICe of the ;;ar 

Food Adi1Un1strat1on waa sccorod Cor uaine li.ld.tod amounts of corn in 

ll<lcW:Cer anclin UlU Ciret quarter or 19411 . lloant ime, h"""ver, there­

port• of •• ar Food &dm1niat r aUon m other crains !lAve bee ... l.JICruBinclf 

puosiod.ot1c. 

11>e raw catorial n.qui-ts for the industrial alcohol prouam ....,. 

ci von in Table V 1 u.oinl: aaSU~~~ptions a. noted beloor . 

S_ynthatic 
IIOl&aiM!e - oilll""" of cellCI'Ie 

Pacific coast 
Cllribbean 

Orain - Dlillioruo of bushel" 

R.ar !Jat..rial 
19112 @ 19411 

(t~Y<frocarbono ) 

lS 28 JO 
270 l7li 21;0 

53 120 170. 

Alcohol .l'roductlun 
19112 I9liJ 19411 

so S6 60 

6 ll 12 
108 70 96 
133 )00 409 

•~~t,y be Slt over or Wlder, depend.i.ne \li)CII type of u..U. available • 

.l'roduction trOJJI mowses could bo proportionat~ly cru .. tor if Clore 

ClOl.&UOS were &YA!l able o """"' fiOJrOI for l 94L are predicated 00 a total 

ca.dbbean llOlaeeea supply for 1nduatrlal alcohol or }60 aUllat collons 

of blaokatrap mol&aaes and invert molasses, all uxpre.,ed u blackstrap 

eqlli'I"B.lent. or this total, 60 .mllllon &allons will be needod for butyl 

alccllol, wtdch ie a critical coa:.odity. lt 1e now plannec! to atart up 

t.ha 1dlo llr1 tish alccllol plants, 11hl.ch u • Caril>b&an IDOl.~ees, b-.:aWMO 

the tanker aituaiJ.m hu becCIDO easi ar and buc:auae alcohol-produc1nc 

taclll tl,.. 1n the Ut>ited Statea aq prow 1nod«juato to carry t110 full 

production loed. il!1<lft this 11 done, s hipclllnte of 24 llilllon :flllalll of 

alcohol to Britain troll tbc !;ut coaat will be replaced by sllipMnts or 

40 llillion ;>llysioal callone ot invert 110laesus froa Cuba to Britain, 

lqU1va.l.ent t o 60 111111<1'1 tallooa of bac~.atrop 1110l&aaea. , .. M0\101. of 

CUibbean molaeoou ho!t in the Uniwu S tatio Cor alcohol productloo ti"OIIld 

t.hcro!oro be 240 r:d.llim r.allme. 
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In the tonrcotng table on Ra>o llilterial.s 1 t. is •••- that t.he 

8rl. tish will bo ablfl ~o 01ove tho neeeaoary invert. 110la5sea .00 pro-

duce 2h llillion cauons of alcohol !n their planta which llnl """ idle . 

It t.hia prov"a t.o be i.llirra.cticablo, there will b& 60 llill1cn additional 

r,allO!l!l of blockat.rap equivalent for unl.ted Stat. .. planto, - gNJ.n 

usar.e would be about. 10 llilllon buohele leas . Hoooe..,r, in such an 

event it would probably be impossible to meet tho Russian request.o for 

odditiCI'.al &l.cohol because of ir.&dOQUOLU plant. cap:w:it.y i n the United 

S~atos, or sora donoatic usee of hi ch eoaentlality would hove to BUffer. 

I t hod. b""" boped that •uch .,.,... •olaa..,a e<>uld be oecured trao 

!.1'•• Caribbean in 19W. than the )60 81llioo gallC>Ils ot blacltot rap equiva­

lent cst.illatod aboV" The pri.llary l'<lason tor wantl.ne aore 110laaoeo io 

to eave s;raio, ain<;e every 6 gallon.t <>t bl&ck.>trap o r equivalent. pro-· 

due~• aa DJCh alccllol as can be securud frco a buahel of s;rain , Secon­

dary reaaClllS aro that the industr ial alcohol plonts on tho Oulf l:oast 

and t.ast. COMt are desicncd to use JIIOloasea - call operat.o at lltcber 

capacity o.nd l oner coat oo moloeeoa t.h&n they cao on grain and that ro.l.l 

transportation of grain would be reduced . 

)lest of t he 2olaaaeo for &l.cohol 1o invert., which ia produced by 

cheal.cal]J' "ir.vortln<:" a concentrated aol.ution conW1nln6 all tho sugar 

!r001 the sugar cane . 'nlo oar Production eoaro requoaWd t ho production 

of l.m~rt f rom up to l , $00, 000 •hort tons ..r uugar, but the liar food 

Adco1nistratlan felt that tbo lnter·esto ot ite sugar procr .. would not 

per.tt thia amoun1.. Aeeon!in:~l.r lfar foods set a lled.t a t 800,000 short 

tol\11 . This waa dono witll a full underst.aml.nc that additional cro.izt 

would bo roquired tor alccllol product.l..oo. Ei~t :nmd.rod thousand short 

tc"a of aucar correspond to 200 toilll.oo physical callons of inWrt. 

mowses or )00 ad.llion c&Uona of bloclcauap equivolent . 

true bla.cltatrap aolaaMa 1o a b)""p''oduct Of 8\lC&r u.nufa.:tura. lt 

is estilllo.ted thllt cw~. Puerto Rico, and the .:..Unican Republic will 

produce about 2)0 llll.llit<l callons in 19lt4, but thot not more t han 60 

81lhon will bo availoblc Cor i.llportatian to the Uni ted Stat.o>a because 

or the recent growth or tlte d1atill1ne l.D!uatry in tbe Caribbean . How 

11uch of the product or t.h.,ae now distilleries will bo aatl.afaet.ory 

industrial alcohol and CUll bo acured for our prouu 1a atill vary 

indatinita and alcohol Ct'CE the Coribbean, therefore, 10 not included 

in the •upply eoiJ.Mtca . 

""' Brain req~to tor 19lt4, eatiuted at 170 mllion buabelb, 

can eaai]J' ..ary S$ up or da.~ with the li1P" of raw -tarial. The &l.co­

hol yields !TOll a busltel ot' com an> over l<ll' greater than t.boae troll a 

bushel of -at. 
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'ftlO ~ ot HCur1Dr, com tor U.........,... cl18t.llll'lll plate 

1'00 U pr1nc1pa~ upon tile CI"'&Wr C&p&CitJ wbich CC be IMCW lid, .& 

50-So llix~ ct com 11111 -t. 1a c-nat.1wq ..UUt.iid t.o penolt. 

lO,C (VMWr alcohol product.1CD tban CC be IMC- tr<a -t. wUbllllt. 

corn 1%1 tho avera.r.e eli& Ull&r7. Incl.dent.al.l,r, U.. pi'CIIIllct.1CD ct h1tjl 

prote.ln feed 1& at laaat 2SJ cr-ater trca a 50-SO odx tbaD trca -t. 

alOIW , Theee ccnS1der&UClll8 ""Plain oar r'&queat.a ct t.ho IIV Food Ad• 

111n1at.rat.1CD for t.be r181>t to tuoe aore com in rl.ft ct tba t.181>WD1ne 

alcohol aitii&UCD. 

It 1• port!.nct. to note t.hat t.ho alcohol ,.._. e1oh ...., accu­

mulated 1n 19112 and tho> tirat balt ct 19113 ~ tairq be reprdad u a 

Sl.oc:lq>Ue ct grain, 'llhicb had !>em proce- 1n advanca <1 alcohol need& 

in order to ut.ill• cr:1AIUn« prOCU&il\11 tacilltlaa fllll,r and reduce t.ho 

.olecoscit;y tor s-cliat.o cClll8truct.1on ot ....,h """ plant clq)'ICit.J. It 

U.ese reaerwe had Dot bee acc-at.iid, it. would b&w bee~ 

to prcrtda aore new t~~CU1t.1u, all ct '11111ch would alaoat. certainq b&'N 

bc&o grain-alcohol plana, to b&ft 1na1at.iid on bill> priorlt.iea tor tbeir 

ccnatruct.1CD A£&1nat. the e...,.t.1 t.1on ot 100 oc...,. -' r-, cd to be 

ua1nc today acre cra1n than 1a c~~rrent.l.J U.a cue. tn u.e laftl ..,.., 

the ear:~¥ .... or pin tor alccbcl .., bee .... crain ccmaenat.1on 

meaaure 1t cra1n ahort.&flU are •-re 1n t.ho !utili'S, bec:a,_ t.ha new 

fac111t..t.ea '11111ch -.y bee ... necauary can be baMd Oil noo-tood -tariala. 

s ... .sdit.ional production tec:1l1 tiaa abould be approwad tor the 

c~Uoo ot the alcohol pro-. It product.1on dnelcpe aa ut.ia­

f&etori.l¥ u ... tt-tecl, and 1t ~ta do not fllrther oocpand, tl"! 

amount. ot new t ac111t1 .. wh1ch are nacMOII")' •rel.J to balAnce the pro­

eru a>d to protect stock reeerw• aJ:jliluot. ccotl.nevnc1•• aucb aa gaa 

warfare ahoulcl be -u. It - prct>ela t.hat t.ho dnmda or t.ho 

rubber pr"fll'• tor alcohol 1%1 194S' will be -t. lau t.hc 1n 19Lii, 

1t b)' that t.1aa the patrol& .. but.oc!1•,. plants are able to CArl")' t.ho 

IIA.1n bUI'da> ct the :-ubbar prcsr•· 

It 1& ftident, -. that • ...., it nqul.r-.t.a tor alcohol are 

lese 1n l94S' t.1tc 1n 1944, b)' tar the larpat ....,.. or tba nacaa&arJ 

alcohol ..n be dari'Nd fr<a gJ"&in. The liar l'ood Aain1etr'8t.101l etat.aa 

t.hat the ll•eatock prodllct.1on p.,..a -' be l"8ducecc it tba alcobcl 

progr• ...u. _.. tban 120 a1llloo buhela ct aral.JI, ADd til&\ INch e 

raduct1oo ct U-k 1e rK.t· c11oaaa11 to t. adY1aabla. 'ftle aat.last.aa or 

ll\1& report ahow t.hat 170 allllon bu.hala ot f:ll'&1D w1U be reqll!.rad tor 

alcobol 1Jl 19LII. 

72 

Regraded Unclassified



- 17-

I.! t.ho oori ou•ne•• o! the future crain ai tuation warranto, rww 
produc t i on facilities 11hioh do not require grain will be neeeaaary for 

tho pri.Joaz"y pu.rpoae o1' COMervi.na food . The"' are several t;rpea ot 
production baaed upon noo-food aateri al wbic:b otrer &ood proepec:ta, 

alth""'Jh t he plant s will a pperent]¥ be...,,.. oxpen.sive and will uee 

more c r itical materi>l than woulc:l grain alcohol plant• or the ·­
capaci ty . 

:,yntllet.l.c alcollol rroa pet.....l.eua pees appear• to be the aost cer­

tain ~~et.llod tor aec:uring cona1derabl.o vol~D~I or n"" productioo t..... 
non-.Cood oo~.~rC<Ja and will probably c_., t&Yor ably in coat wit.ll any 

otl\oor method basad upon a non-food raw materil\1 which ot faro any c on­

aidorablc opportunity t or increaaed vol-.-. l!uch production would prob­

ably be baaed on re.fineey caaeo or natural guea , wbicb at. present have 

only tu!tl value . 

The practicability o r prod1.1Cinl; alcohol trcn waate oult1t.e li.quon 

!rom sultU.e pulp mill B has been domonstratod by the plant 'IIIIich wu 

o t&l-ted at Thorold, Ontario last spring. ~rationa at this plant have 

beon cl06ely atud1ed by our m!;ineera and by our conalllt.ante in the 

Orti ce or Product.l.on Reae&reh and Devel~t, i ncludiJia ur. J , A. llall 

o! t.lle !'oreet Products Service or t.lle ~nt or Acriclllture . The 

poten tial production by t h1a method 1e 11J111ted by the euppl1ee of elll­

!1 to liquor a t pulp llilla , and it 1o va.rioualy oati.a>ated that not more 

than J O t o LO aill1m gallooe amually could ba s ecured 1f planta w re 

e"""tod at eveey location ore a reuonabla a upply ot note liquor 11 

a val .!Able . One eulfi t e liquor project, ! or two lli.illon aallono annual 

capaci ty, haa been reccaoend.ed by the Cheadcale Division, prillarily &a 

a hedge acainet grain ahortagee in 194S and to secure additional upe­

r imce in the event that i'urthor plants are required . The coet ot thl e 

plant will be a bout SO!C higher than that ot a grain alcohol plant ot th~ 

oar.e capec1 ty. 

73 

Alcohol can be produoed tr<a wood euaara llhicb are aecured by e><Lrac­

tion trCD wood wastes ot """ ailla. Conalderllblo pilot plant. worlc hae 

been carried out by tho ott1ce of Product.!. on Heoearch end DrNl~L, 

and 1t 1a 8lql8Cted that a CC~~p~tenL plant doalsn and a opec1f1c project 

wi U be preeented 101 th \rl a ll<lllth • lfb1lo the 11ood auaar p~ will 

probably require aa auch or •ore plant aateriala than tha alllt1 to liquor 

proceoa, it poaaeoaea the advantace that it could be d.veloped to a auch 

larger total production thlln 1a the case with sulfite liquor. 1101'11 defi­

nite CO<IIICnt 011 Ibis pi'OCoao should be reoened until tha project 1a 

available f or ccna1deration1 but 1t will probaDly be dea1rabla to llflPI'OVII 

one plant in order that the process OI&Y be developed end demon.etrated for 

Iutut;e uae 1t nec"""ary. 

Regraded Unclassified



-16-

A projec:t tor prodiiCUGO ot alc:obol trca 1Md.1bl.e -\ pot.&'­

grown in Florid4 io expected abort~. It 1e unlib~ tbat c:t 1arp 

&III()Uilt of production can be secured 1n tbie -:r, but the partiD\Iler 

propoul _., pi'O'Ie attractiw. Ve17 II1Dor project& are·- IIDdar cca· 
stl'IICUon tor productnu ..U ..,..,t,a or alc:obol trca a ...S..\7 ot cactua 

i n Texaa and tro. c:v.ll pot.atoea in Jd,obo, It doaa not. appau tbat. •IICb 

expansion is practicable 1n e1 t.her ot theM c ..... 

Another .. tbod tor acb1n1f18 tbo - ruuU aa could be ob\e1aocl 

by new producUca 11 to lao.., the alc:Clbol reqlli...-J\8 by ccaet.nlct.illc 

plant.s to mice e01ont1al chood.cala 1roa ot.bor •t.ariala and to rolla.,. 

t.henoby tho burden "" alc:Clbol. Spociti~, a plant llbich 11 beiq 

built. in Texu for the 8&rlllfect,.... ot acetic acid trca ~ pH& 

should, 'ltlon ca.platecl, reduce the requireooent ot alc:Clbol tor ecet.1c acid. 

Several other project& tlh1ch are deoilll*l to rediiCO alc:obol ~t.a 

are Wider c<Xllid4rat1on. In the """"' cat.aeory are propoaala to~ 

the ert1cl.ency or operat1<Xl0 tlh1ch co...,_ alcohol, such aa the roc.....,. 

ot by-product.a 1roa the alc:Clbol-but.ad:l.anoo plant&. 

It o1ll be noted that the proepecta d1ecuaaed above are daa11Pled 

t o reduce deiiiiii'Oia on ~train in 1916. r:t 1t should dewlap that grain 

o1ll be plantitul, the qu1ckeet and 808t cert.a1n WA;f tor a ....toed in· 

crease in alcohol supp~ 1e 1roa &rain• Illcre&H& could be cbta1Dod by 

""P"P'•1on ot oxiatine plant&, and new plante could be conatructecl 

econ<lll1call,y. 

In pneral, 1t 1a .,t.1c1patecl t.bat the coat. ot plant.& baaed em ncm­

food raw aater1ala can be kapt. bel.oor • f1aun ot t SOO,OOO por mlllon 

gall<Xll or 1111nllal cepacit.y, althouah t.bia ld.gbt be ucHded in the oaaa 

ot a t.r1al plant on1'il'i proceu. Fr>r ca.parieca, tile coat. tor a noow 

gra1D alcohol plant wi coooplate feed riCOftl'7 ie eat.18atecl at $2SO,OOO 

to t)OO,OOO por mlllca amllal sallona. 

,. abcrt.ap at b1F protein ftoede tor liYUtocl<, parU.clllar~ in 

the Eaat, -· it. dadrabla to roc.,..... the teed •aluea 1roa d1.et.1llar7 
waat.aa. ,. a.-1cala D1n.l.cn ot tbo liar Production Board epcmiiGftCI 

a n\lli>er of feed rocOftry r ... ilitiaa, &nil in ,_ or 19113 t.ba liar Jood 

"""'"'"tratioa acc.pted tbo reapona1b1l1ty for apciii&OI1.Dc a larp .....,... 

or project& w!l1cb wre te be -loped aa • renlt ot a 3o1nt imllaUp· 

tion at the ""erall eit~~ation by \tar Joocla and tbo Qww!oa1 • II1Yiaion. 

1. coaparau ... ~t wao worlood out -reb)' the projeote wro 1111>­

jectecl b7 the War ProdlloUoa Board te ·~ .appra1&al and 80dit1· 

caUCII!, ......, then paaHCI to the liar Jood ..._,nht.raticm trr t..-1 

roc--sation, and wre ~ r.t......S te tbo a.-lcale D1n.l.cm tor 

proceae1nc aod expedit.inl t.bro\1811 tbo ~ ... ProdiiCUOD Board· 
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llb1la thie P<>e'• 1e not et.riotl¥ part <Ill t11o alccbol proodll0\1a 

plane , 11. 1e eo cloee]¥ related 1.o tbe alcohol~ tbet. brW­

t1on 1e included bare. Abou.t 47 new projeota baYe b-. approwd at a 

coat ot DA>&rq SJS,OOO,OOO and w1t.b an ant1c1patad .teed '-Oft!T <Ill 

about S7S,OOO tons per 7't&r• • 

C<IICLUSJ<JI 

l'lle alcohol provo- w1ll be llllllject to bony ea ... Ual d-rwl• 

durl.nc 1100t ot 1944, ,..1oh 111U practical]¥ l1qa1data tbe etoolc8 re­
aerm tor omt1JI(lenc1ea UDleaa production ace«<a the P"'MDt 11t1-

ll&t.el or requ1r..,..ta do not lllltar1aliae 1o tull. our pl'ldiot1one are 

"'"'""earUy lli1C8rta1o ~~eu- aan;r .ract.ors ... u ,.t not ~ cleta--

111nod, such u Car1.bl>eln auppl1ea, tono1o> c-.'-lta, aftl1ob111t7 
ot com, c~lat1ono ot .,... planta aod the poea1ble • ..,_ .....S. <Ill 

the rubber proe;ru. A Y&r1et1on ot on]¥ l()J' 1n either total reqa:1ra­

•nto or production would, ooer th<t course ot a yu.r, - a ....,_.Uco 
ot 60 111ll1on caUona tn. our .. tl.Mtae ot etoolc8 at tllll ODd ot lSIIIa. 

s.- n- .tac111t1ea ehould be approoed. The atat.ue ot ao•azwt 

etocko, clulnl)on 1n requ1r-t and .upp]¥ eatiaatea, - the reeoluticn 

ot tho above w-certa1nt1eo ..... t be toU.-d cloae]¥ to determne bOlt - new plant cCC~Structicn ehould be euth<ra.l, e1tbar bee.., .. ot 
direct alcohol needl or bee....., <1l proepec:U• p-a1o ehortaa- 1n 1916. 

'!be dllllllnC!o tar alcohol may decrease late 1o 1944, alloriDg ,.... 

reeorvee to be rebuilt 1o 1945, 1t then~ neceeeary. a-, 1t 

eer1ous p-a1o aborf.a&U are probable 1n 1945, 1t will be •wabll to 
conatruct add1t1ooal tao111t1ca clea1tped epeo1t1calq to red1IC8 tba poa1D 

~ta ot the Procr•· 

Walter O. "1111-

75 

Regraded Unclassified



Regraded Unclassified



PRODUCri<JI :a-R;;QUm;::.uns AIID ST<x:IIS 
(ldllions C&lloos, as 190 prOOf) 

- l9h3-

Jan. feb. liar. Apr. !!l:... JUIW ~ ~ Sept.~ . .,... Dec. 'fot.&l 

PRalUC'fiQI 

In:luat.ri&l alcohol pl.anto 
S,nUwt.1c 4.1 3.9 4.1 4. 7 4.9 S.3 s.o 4.2 4.8 5.2 4.9 5.1 !)6.2 

Oult 5.0 4.8 5.2 4.9 4.6 3.2 J.5 3.6 ).8 4.0 4.0 4.6 51.2 

w.ot cout 
(In<:1. winerioo) 0.6 0.6 0.8 0.9 1.2 1.2 1.1 1.0 0.7 0.8 0 8 1.1 l0.8 

Eut coaot. 3.2 ).0 4.3 4.7 s.o 4.8 5.6 6.2 7.5 8.4 9-S 12.5 74.7 

OU>•r aroaa o. 7 0.7 0.8 0.8 1.0 1.0 1.0 1.0 1.0 1.1 1.1 1.0 ll.2 

]lnplm>t.o 0.1 0.1 0.2 0.) 0.3 0.) 0.4 0.4 0.6 0.6 0.9 1.0 s-.2 

O<mlrap pl.anto lB.6 lJl, ) 21.6 20.) 20.5 lB.8 18.6 17·7 17.6 lB.1 lB.5 19·5 228.1 

lq)OJU ~ 1.0 0.9 1.4 1.) 1.3 1.5 ..!:l ..!:l 1.5 0.9 1.1 ~ 

'l'ot&l )2.8 )2.4 )1.9 38.0 38.8 )$.9 36.7 35.4 )7.) )9.7 40.6 16.9 161.4 

RliQUIJIDIZII!S 

ll1rect lll.litarr 4.1 ) ,6 3. 9 ) .9 ).8 2.8 2.7 3·4 ).7 3.5 ).8 3.8 ll1.0 

Ll<ld 1.- 1.9 0.1 2.4 8.1 3.6 7.6 2.6 5.7 7.5 3-5 ll.l 1).8 67.9 

SJDt.bet.l.c ll>lbber o.8 1.9 4.3 6.9 6.6 1·9 1).6 16.4 22.0 22.4 24.2 127.0 

Il>dinCt lll.l1t.aey u.s 
Ci'r1llan ll .2 10.7 u.4 ll.4 12.6 u.6 12.6 12.4 1).6 12.S l).O u.Ja lll6-la 

Anti -Freese ..!:l .2.:1 o.8 .2.:1 2.7 ..hl Ja.6 .ll 7.5 8.1 ..!.!! la.9 ...!!!:.! 

'l'otal 18.5 16.1 20.4 28.6 29.6 33.5 .)0.4 40.8 48.7 49.6 !)6.7 60.1 4)).0 

64.2 78.2 94.0 uo.4 ue.8 128.4 132.7 137.5 129.9 u9.7 uo.o 93-9 
14.0 J5.6 16.4 8.4 9.6 4.) 4.8 -7.6 -10.2 -9.7 -16.1 -14.2 

ll&lanc• Otld .ant.b 78.2 94.0 uo.4·llJl.8 128.4 132.7 137.5 129.9 ll9.7 u~.o 93-9 79-7 

...., ...., 
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1'1\alUCTial I!EQ~ AHD StocKS 
(IIUllon• fir eillons, "" 1!10 prOOf) 

- 1944 -

~ feb. !!!:.:.. ~ !&.. J\IDe ~ !5:. :!!e· ~ HOY. i)ec. Tot.&l 

FI!OOUCTl<JI 

Induat.rial alccl>ol plant.a 
S;,ntbetic s.o s.o s.o s.o s.o s.o s.o s.o s.o s.o s.o s.o 60.0 

Ou.lt 4.S 4-S 4-S 4.S 4.S 4-S 4-S 4.S 4-S b.S s.o s .o ss.o 

••t. Coast. 
(Incl. wineriee) 1.0 1.0 1.1 1.2 1.2 1.2 1.2 0.9 0.6 o.6 1.0 1.0 u.o 

EUt. cout. u.s u.s u.s u.s u.s u.s u.s u.s u.s u.s 12.$ u.s 150.0 

Other ....... 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 u .o 

1141Wplant.e 1.S 2.S 3.S b.S 5.0 $.5 5.5 6.0 6.0 6.7 6.7 6.7 60.1 

a. ... r.,. plant.a 20.0 20.0 20.0 20.0 20.0 18.0 18.0 17.0 17.0 19.0 19.0 20.0 228.0 

lJiport.8 ...hl Jd ...hl 1.) 1.) 1.3 ...hl ..!:l 1.) 1.3 1.) 1.) 15.6 

Tot.al 46.8 47.8 48.9 so.o so.s 49.0 b9.0 46.2 47.9 50.6 Sl.S 52.5 592·1 

llEQOliCE1211tS 

OU.Ct. ll1l1 tary 4.0 b.O b.O b.O b.O 4.0 lo.O lo.O 4.0 4.0 4.0 lo.O laii.O 

lAid~ ).8 ).8 ).8 3.8 ).9 ).9 6.0 6.0 6.0 6.0 6.0 6.0 59.0 
S;,ntbet.l.c ~ 27.4 27.lo 27-4 27.8 27.8 27.8 27.0 27.0 27.0 27.0 27.0 27-0 327-6 
].ndiro~ 111U.tary aoj 
Ci'lillaD 1).8 1).7 1).8 1).7 1).8 1).7 1).8 13-7 1).8 1).7 1).8. 1).7 u.s.o 

Ant.i-i'reeM 1.0 1.0 1.0 2.0 ).0 ).0 lo.O s.o 5.0 ~ 2.0 1.0 ~ 

Tot.al 50.0 49.9 so.o 51·3 52.5 52.4 Slo.8 5$.1 ss.8 Slo.7 52.8 Sl-7 6)1.6 

79-7 76-S 74.1o 7).3 72.0 70.0 66.6 60.8 S3.3 ~·4 41.3 40.0 
-).2 -2.1 -1.1 -1. ) -2. 0 -).4 -s.8 -7.5 -7·~ .1 -1 • .) 0.8 

8ehnce end aaotll 76.5 74-4 73·3 72·0 70.0 66.6 60.8 5).3 45. 41·3 loO.O 40.8 
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AppetdiX 8 - pate l 

f.ND USE IIIU'.AI<JlQIN r:ll INDII\ECT I:ILITARI AliD CIVILIAJI UCQIOL C<JISIIII'TI<JI 

(Porcentar,e o! Tot.a.l ~rect lt!.lit.r)' and Civilian) 

__L 
1. S.9 

N1t~llulo.., (dissolving and c!1lwant) 5.7 
Shol.l.ac 

),6 

Butyl Aeetat.a 2.86 
Ot.her l:.'toh71 I!Ster:5 1 . 65 

H1troeelluloso (delcydro.tion) l -h 

O..tyl Alcohol 
l.h 

U1ecelJAneoU• ~lveut uses 1-25 

Ieopropyl focet.ate o.a. 
.I.IQ11 Acetate 

0,2 
)lotallic Acetaw• 

Total 21..4 

2 PlASTICS 
Synthetic Plastic• and Rcoino 6.2 
Cellulooo ACetate and flt:tyrate Plaetico 2.1 

Vinyl AC•tate 
l .S 

D1octyl Phthalate Ploat1c1zers 1.2 
111troeellulose (dehydration) 0.6 

other bthyl ~ster• 
0.6 

~scellaneous Plasticize~ 
0.6 

Propionate Plastics 

Total. 12. 8 

) , Tst.TD£$ x ... t:ate Ra)'<o 
6.9 

llillt.&r)' Protective Clothin& 
2. 85 

Textll• Proc•••in8 
1 . 65 

Dyeo and Inte.......Uateo 
0.9 

H)11roeulCitea 
o.2s 

U1acellaneous ..2.:22 
total 

12.6 

4. 9.6 

St h)'l.ene Dibrcmide 
2.2 

Total 
u .8 

• 
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AppenclU 8 - pAG! 2 

J_ 
s. PUBLIC HHAL1'11 

Dr\iiia iiid FharmaceutJ.cala 2.4 
Basic !.lldicinal Cheadcala 1.7 
1.11l1t.ary Protoctive Salves 0.9 
Et.hor 0.6 
Sulfa Drus• 0.6 
t.opirin o.s 
At.abrina 

0. 2 
Ot.her l'llanllaceuticala 0.2 
RubbinG Alcohol (PrOscription 0\ly) 0.2 
81olot:lcals 

0.2 

Total 7.S 

6. I'OOil 
-vrn.car ) .6 

Ji'l.avori.tl{: ~u-act-e o.s 
Mould Prosurvati ve 0.) 

Food Products 
O.l 

U1ecollanaou• 
O.l 

Candy Olezos 

T9tal. 4.6 

' . t!XI' LOBIVllS 
EU\er l o7S 
Explosives 

0.6 
Fuladnate of ~t:rcury 

o.s 

Pentaeri t.hr1 tol 
0.4 

01butyl Pht.halatG 
0.) 

N:lecellAr.eO'..I.S 

Total 
) .6 

e. ALL O'l'HER USES snn orders certi!iod by canaumera .. 
coadnr, w1 tld."'l quotaa authorioed by 4.s 
iTar Prod.l.£tion Board 

Small ordens exempt !rca uoe lildtatJ.on 2.0 

Toiletries, cooroctics, oral ant 1oopt 1co, 
aouth washes, tooth cleAnere, cleanins 2.0 
and pollahinr, preparations 

All Ot.hor uses 
l(j.2 

(Incl~ butadiene pilot plant ~-~l , 
doroturants (o .n ) , adheo1voo (0. ), 
ore flotation (O.S~), inko (0.)~), brake 
tluido, cut~B oila, phol.op'aphio 
.aterials, &tc.) 

GIWlll TOr.lL 
100-D:' 
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a\ak \az JllMDU 1a IIIDI'I1a.t.!'-W 1a wlM pUns, 
deol'M.M4 boa sa • ...,... of iiM,OOO pllery tv ._ 
son\111 of Oot.ober, lcrf.._, ,.. Dn1 '11 1,._, a 
134,600 pllou ud 84~~90 Pl~ r.r u. ••• ot 
Ju1a17 SDd FsbNsr7 19.\4 !'Mpeo\hel7. ~ ...U 
illdioatt Ula\ sore \Jan S6 per .. , ot u. u..­
ahipped into \be 9\a\e of Oeercia 1a t.lle lut t• 
1011Ula of 1943 wu }llll'OIIutd in Uas ~ck arket. 

,11'7 \nlJ J'OV8 • 

.. ., .... 
.. 7 -a aa,_,, 

Seora\arf of Uas Tnuur7. 

RI>Doralll.t Jal\er f . Georp, 

Unhed State. SeDate. 
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HHJ r : 

Oper e tor: 

I!J.lJr : 

Oper11 tor: 

Hl~Jr : 

Ooerator: 

~:.:Jr : 

CcerlliP r: 

!!!-!Jr: 

Operator: 

( 
HHJr: 

Esther 
Kaufman : 

HMJ r : 

K: 

?.J.!Jr: 

K: 

HMJr: 

K: 

Hello. 

March 17. 1944 8 4 
11:33 a .•• 

Mr. Nelso n 1& out. They eXJ)eOt him in a halt 
hour . 

\l'ho is t her e? 

J ust a moment . (Pause) Mi ss Kaufman is on 
the line. 

Who ? 

Mia s Kaufman. 

Yes. 

Will you talk with her? 

Yeah. 

!Has Kaufman, go ahead. 

Hello, Miss Kaufman . 

Yes , eir. 

This is Mr. Morgen thau. 

Yes , sir. 

• 

We had a prettY good meeting this morning on 
this beverag e situation and I am a sking t"'O ot 
Mr. Nelson ' s people whether they wouldn 't come 
back on Tuesday at thr ee o 'clock, wh en they 
have had a cha nce to atudy tb1e further in the 
light of what developed a nd I wonder ed 1t, by 
any chance, Mr. Nelaon could come himself . Vill 
you pu t that up to him? 

I will, Mr. Secretary. 
tion Board will meet on 
w1 th .... 

I believe the War Produc­
that date, but I'll check 

I s that the daY they meet -- on Tuesday? 

On Tuesday afternoon, yes , air . 
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r. : 

HI·:Jr: 

K: 

H!IJr: 

:n J r : 

X: 

, .. ·' . 
0,1!Jr: 

~!Jr: 

;r : 

- 2 -

Oh - Oh. Well, now, let me aee a minute. I 
don 't wan t to nut thia ott too tar . Wait a 
minute . Oh, Boy! Well, what ia Mr. Nelson 
doing at nine o'clock Tueeday mor ni ngt 

I'l l check on that immediately. Just a moment , 
l·lr . Secretary. (Pause) 

Hello . 

That seems to be clear on Tuesday at nine. 

liell , I 'll ask hie people , when they get back 
to check -- this 1a Miaa Kautcan? 

Yes , sir. 

-.el l , I '11 tell them to checl!: w1 th you. And 
I'll make lt tentatively t or nine. Is tr~t 
all righU 

Ten te ti vely for nine. 

Right. 

On Tuesday mo r ning. 

Right . 

Thank you ver y mu ch. 

Thank you. 

Bye. 
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March 17, 19~ 
4:14 p. m. 

Hello. 

Oo ahead. 

Hello . 

Gener al Hershey. 

Genet al . 

Yes , sir. 

I ' m awfully o;lad I had the chance to talk to 
you at lunch. 

I mean, al l Hell broke loose at Cabinet on 
this very subJect. 

Oh, yea. 

And I wro te t he Presi dent a little note and 
suggested tha t before he decided anything , he 
ehould see you . 

Yes , sir. 

And I think you ' ll get a call any time. 

All right, sir. 

And ••.. 

·,;ell , I a-,pr eeiate what you cUd, sir. 

'·•'ell , let me ask you this - - because I d1dn ' t 
want him to make up his mind -- McNutt kept 
saying over and over again tha t he could issue 
you a di rec tive bu t he didn't wan t to •ork t ha t 
way . 

':lel l , nersonally, I don 't think that's true but 
I have' never ar gued with him because we 've ha1 
enough argument . I -- the Congr ess ·~eren ' t very 
clear on that law. 
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Yes. 

In tact, the Congress , at firet, was eo anxious 
to switch the thing over that they unfortunately 
wrote t he original act i r which they gave certain 
oower s to the Direc tor o r Sel~ctive Ser vice. I. 
~ereonally, did n ' t thin~ it waa wise and, 1n a 
emal l •oay , contribu t ed , I thi nk , to taki ng out the 
" Di r ector o f Selecti ve Service" and putting in 
"P,.eeident". But t hen ••hen we go t into t he House , 
the House insisted tl'.t>t the wo rd •onl y" be pu t 
!n anc the power or t he ?resident to delega te 
hiE authori t y , which , of cour se , we s a iQed at 
:.:r . :(c!:u tt; . :low, I had nothirt to do with 1t. 
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; , ., ~uEt r e !'l,c tint what Con r·pa~ cue , and so 
t· .~ Act nof': reade tht!t the ?rePldent ma:; delegate 
nls ~ower only to the Clrec~or of Sel~c:lve Service. 

~:ow , o r course, there a.rl!' soc:~ o !' t"-:Pt:l. ar~e eooething 
~b u t the Seco~d W~r Powpre Act , but the Con~reae i n 
th! s ea:ne Ac t aa1d th•t r~o:a rdl•s• of a ny other law 
r.d t hey sa id in their renort that they ~e"e aimi ng 

o. t t~.e Second ¥iar Powers Act - - t his - - this law 
···en t . And at the U n: e t he Pr P&iden t issued h i e 
Ex ... cu t1 ve Order, he t r nne f prred t he Select1 ve 
Service o"t of the !·lanpow~r Co~.'lll sslon end ,..e · 
etr ue.led with t he Executive Or der wi t h J<r . gc:lu t t 
or.d wl th Coy - - l·!r. Coy -- ~nd we wrote i n t he 
~rder 1 tsel f, ··:hie!: ~rar.eferred t l:e a" thor1 t y , 
co~~lete trensf~r. Ar.d t h•n ln oara~raph t~o, we 
u~ in t her e t h•t the Direc t o r of Selective Service 

rhould Mnf er wl th t he Cha1rr.l8n o f oa r !o!an:>ower Coau!!la­
rlon 0~ ca::er! tha t arreeted h!e : ob -- that ~6 -­
c!"'.e. ir=-an o f t!1e A"ar ::an?ower Co:r.-1 salon. 

=- t : C.'Jn ' t f oel t~ll r - - ~· :-e t o r all , I \.,ave no 
O"es t1,.,n~ abou't w"'tl!t th,. Congr tee tntended, althougt: , 
oer s'lnally , I don ' t like to ~ake a !')oint of l t --
I •,·:an t to gP t along. 

v -es . 

3u t on the other bon<! , th~ Congr eee req•> i r ee me to 
'llnl<e e. r e!)ort to it .... 
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Yes. 

. ... to its two Committees every mon th. I-- I ' ve 
~ot a congre ssional r esponsibility that , unfortunately , 
1 can 't shar e wlth anybody. 

':I ell , for my personal guidance only ... . 

Yes, sir . 

. . . . !·!cNutt kept reoeating over and over again, 
t he ?resident would have to decide who should g ive 
you tl:e or de r s . 

Yes . 

1!1at t ha t rested w1t'"t the ?rea1:Ient ..... 

Yes . 

. ... and he ' d have to decide . 

Yes. 

'.\'ell, now, tha t was the point -- the President 
had to decide - - one man had to decide this thing 
and then that :person would issue the order s . Of 
course , l-i cl'lut t said he'd like to have it but he 
••a sn 1 t reachi ng for it and so forth and so on . 

>"t :.:;h. !le' s talking abo:; t another thing t!:!ere . 
:don't /.now wh~~~r he ~n~e lt clear to the 
?reeldent -- wha~s talking about now is who 
in indllstry ... . 

'!h<. t ' s right . 

. ... is gol~g to say what' a i~~ortant because, 
obviously , if the -- if I don't take the advice, 
1! t:.ey have some, of what's right to keep the 
people in industry, the President ought to !ire 
me and would . 

;!ell , now, let me ask you this : if it wasn ' t 
:.:cNutt, «ho else could 1 t be? 

Well, the only thing they can do one of two 
things -- they could, and that ' s, of cour se, 
about the way they nave done -- the Army has 
asked fo r the people tho.t worked for the Army . ... 
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Yes . 

.... and for their contraotora; the Navy tor the 
ones that they contracted. Now .... 

':lho do they ask that of? 

l·lha t' s that? 

Iillo do t hey ask that of? 

Thry ask of us. 

Of :tou di rect? 

':'hat's right. And ••hether W.?.B. or \;. H.C. takes 
care of coal, the railroads and a number o r these 
activl ties that are no t direct contr a ct -- ..-1 th 
contract >rith the Government -- that 's t.loe big 
c•>estion. 

~:ell , may I say t his? '!'he thing has never been 
~ade clear to the President. 

Yes . 

You see? He -- he can ' t decide whether-- who 
und~r twenty- six should be left i n industry and 
who shoul dn 1 t . 

No. 

Hello? 

Yes . 

Somebody has go t t~ decide that tor him. 

':h!t t's r ight . 

MeNu tt want• to be that person. 

Yes . 

I'm not trying to say whnt ' e r1 sht or wrong .. . . 

•.;ell. ... 
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··;· bu t I'm t rying to te~l you-- in the meantime, 
it s got to - - the thing that I do want you to 
think about , and this i s my interest - - tha t out 
of thla thing-- and that's what I wrote i n my 
memor andum to the Presi~ ent -- you can show him 
how, towards the public, the President can be 
~hown aa doing a good Job on this thing. See? 

Yes. That .... 

The way 1 t is now .... 
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I have ono difficul ty in mak i ng a recommendation-­
the President, I think very wisely , two -- a year 
ago - - two years ago this spring .... 

Yeah • 

•... forced a Manpower Commission ... . 

Yeah . 

... . composed of the operating agencies primariiy 
concerned with manpower. 

Yeah. 

But it degenerated, unfortunately, instead of 
being a meeting or equals who laid things on the 
table and thrashed them out, it mer el y became a 
thing that hapnened onoe or twice every month 
where they go t together and l i s tened to some 
rather - - repor ts that some s tart got toge t her 
that dldn ' t mean anything. 

(Laughs) 

That's being a li t tle bit !rank, but the Manpower 
Commiesion, if it hadn ' t go tten off to where it 
would, is the ideal olaoe because ther e 1he War, 
Navy and the other oeople that have got l arge 
numbers of emoloyeee like O.T.D. - - oh, the O. D. T. 
meet and shouid get around the Board and say, "Wel l, 
now , how many shall we give and how many shall we 
let go?" I , personallr., don ' t want to have to 
dec i de to whether the ~ar Department has ten thousand 
or twenty 'thousand. I thlnlt . .. . 

No~,..., look, GeneraL, . .. 
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Yes . 

.... don't be so general with me. 

Yea. 

If you were asked a question •..• 

Yea. 

. ... by the President .... 

Yes. 

.... or by me for my-- ae to who's going to 
dec ide this .... 

Yes. lieU .... 

.... forget pereonalltlea, who dO you think is 
the ~erson that should do it? 

·.vell, the -- unfortunately, the Congress has 
sal:\ that I've go t to decide it ultimately. 
Now, who asks of me 1e a -- ie a thing that 
I ' ve go t .•.. 

VI ell, ln .. .. 

.... very definite ideas .... 

.... other ~ords. Well, who? 

I have an idea that we ought to take about the 
group t~t's been together-- the Ar~. the Navy, 
the 'liar Production Board, the 0 . D. T ••.•. 

Yea • 

... . end maybe one or two others and get right 
around the Board and decide that -- unfortunately, 
you 've got to have somebody sit as chairman of 
that that can handle 1t. (Laughs) Maybe, e1r, 
you -- I ' m not so sure. 

ilo . 

Well , wha t I Jrean 1s somebody has go t to have 
enough rank the t they don 1 t r un 1 t .. .. 

Sl 
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Aw . ..• 

Hr. Kno x, in the last three ~aye, we got -- we 
go t quite a lot or things ~one . 

':/ell , I mean, Knox an~ l~cNutt were practically -­
were calling each other liars. 

Sure. 

I -- ~ -- don't misun~oratan~ me. 

Yes. 

'.iren I get in these th1nga, I want the Presi~ent 
to get the breaks. 

'!bat 's right. 

I'm not thinking abou t myaelf . 

I ~o . I want him an~ I want the 'liar .. . . 

Yeah. 

And I don ' t s ee the War tie~ up. 

':lell , thet goes han~ and hand. 

Risht . 

As Co~"ander-in-Chlef, I mean .... 

Sure • 

.... I ~ant him to-- no t to b e undermined. 

'!bn t' s right. 

And all of this •tuff t ha t -- or course, I want 
th! Army and the ~avy to ge t first what they need. 

That ' s right. 
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• 

But after all , he is CommandPr-in-Chief nnd it se•ms 
to me r i ght now he is being double-crossed righ t and 
lef t, and I ' m putting my money on you when you go 
over there to talk to him a8 frankly a8 you do to me . 
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Oh, well , I'll try to . or oourae, one of the 
diffi culti es he ' s got, s ir, ia t hi s - - the War 
Pr oduction Board or the Wa r Manoower Commiss~on 
go t themselves i n a rather artificial job. In 
other words, one r eason why they're fighting so 
herd now is that the peoole are crowding in from 
the sides and t aking what belongs t o them and . 
they haven 't anythtng lett because they didn 't have 
anything bu t a liaibon job to do in the f i rst 
place. 

•::el l , look. 

Yes. 

Ir, after you've seen him ... . 

Yes , s1r. 

.... and 1f you're free to t ell me what's happened, .. . 

Yes , sir. 

. ... I would l i ke to kno w . 

':/ell , I ' ll be glad to . 

Righ t . 

And I hooe t hat I don't t ail the confidence you ' ve 
pu t i n me, but I ' ll do my damnedest. 

•.~ell , it needs 1 t . 

Yes • 

'!'hanl: you. 

Yee , si r . 

Thank you. 
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JE'.HSH EVACUATION 

Pl'esent : Ur . Pehle 
Mrs. Klotz 

J."R . PE!U.E: Are you tired? 

H.I' . JR: Yes. I urned you . 

CR. PEHLE: I heve a long list . 

Liarch 17, 1944 
4 :40 p.m. 

$4 

H.!.' . JR: ko, don 't; all I r1ant to know is-- t he message 
I •o t ~as that you wanted t o t alk with me before I talked 
Ylith Ste ttinius. I can ' t do all of this. 

J:R. PEHLE : All right. Do you want to hear about my 
l&lk vti th Baruch? 

!I ,!' , JR: ! TIOUld like to . This will he 8. selective 
thing. Aren't you zoing to tell me where Billy Rose took 
you? 

"'"a-· !..R. PEHLE : He didn ' t take me any place . I took a 
;;l~ne to ~:e t t here and save time . \'.e go t outside LaGuardia 
J.i rport at eleven forty- four , and it r.as fog- bound, so they 
sent us out over Coney Island to circle around in t he fog 
for fift een or twent y minutes , hal f an hour, three- quarters 
of an hour. It was an hour and fif teen minutes " e '.'lere 
circling. So I got i n . I beat t rain t ime fifteen minutea 
bJ taki ng t he plane . 

Anyhow, I bad a ~!:Ood talk with Baruch. lie had 
lle1• bert &yard ~ope with him, who is very good on this , 
and who tal ks very f r ankly . He , as you know, i s wi tb 
the Wa r Uepartment, and spends about two or three da~s 
a Mek do~n there . 
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H.?.: . JR : I know more about him than you do. 

ill\ , PEflLE: I am sure you do. 

li .M. JR: He is a very canny gent. He also is one 
of the very large stockholders in the Col umbia Broad­
castine Canpany. 

~· R . PEHLE: He is a very forceful sor t of person, I 
lhink . 

Baruch didn ' t sa~ very much. I talked to him reason­
ably frankly, and Swope talked a great deal. He t alked, 
for instance, about this matte r that I read once in a while 
about in Drew Pearson's column, this attempt that was made 
to ge t t he \;ar Department to make a statement many oonths 
a~;.o v.bich would have sealed the ny on the Jewish question 
fo r the duration, and would, in effect, make it subversive 
to talk about the problem. There was a letter which 
General Strong, \',allace Mu rray, and Hoskin - those two 
fran State came over to t he War Depar tment with--

hlRS . KLOTZ : Isn't that the same thing tha t you 
stopped'! 

!.!U. PEHLE: I think it is . 

h,!.J , J:t: Oh, no, the thing I t.as talking about was a 
joint letter on Parestine. 

~. PEHLE : I think this must be the same thing. 
He talked ra tner elliptically. 

H .~' . JR : That is the thing I stopped . 

MRS. KLO!Z : That was the beginning of i t . 

1/.R, PEHLE : It went to Stimson ; he was away, and 
Patterson had it . 

ll . ll . J R: All righ t . 
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~'!t PEIILE : Bar uch said that hia feeling was that 
there was just one man who could do anything on t hese 
t hi ngs, and that was the President . He said he sor t of 
smelled there was s<>L1et hing wron~, and he ooul dn ' t quite 
put his finger on it . He couldn t understand it, because 
he said he f elt the President thought--

H .~ . JR : If and when I go to see the President, I 
~ 1 11 ask him why he hasn ' t given out that statement. 
u T.ill sey, "\'.here is it?" I should have a corrected 
cop;; or it to take with ~ae . 

~H. PEHLE: I will get that , unless Rosenman changed 
it after I saw it. 

h.C. JR: Let me have the la st one lOU have. 

I know the President will say, "\,here is it?" 

And then the other thing, Mrs . Klotz to have a le t ter o.n 
tho President ' s st&ti onery which I may or may not use, 
depending upon making Pehle full di rector , see . Jus t l et 
me have that , 

l:Jl. PEHLE: \'ie will get out saoething. 

l.'HS. KLOTZ: O.K. 

lU: . JR: 
the Doming. 
sees ... e then . 

I would like to have it the first thing in 
I know he won't see me before noon, if be 

t..d. PEhLE : Baruch said he couldn 't understand it 
because he knew t he President was ri ght on these t hings . 
lie Telt t hat the President ' s political fu t ure m~ght be 
involved in these t hings, and it roight wake a differ ence 
in New York State, for ex&nple. 

H. t.l . J]{ : Bar uch speaking? 

~~R. PE!!LE : Baruch speaking. 
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he said that he now understood t nat the problem was 
there-- at least he f elt the problem was there- - and he 
said .that he didn 't think the problem was Juc4;e Rosenman, 
because he felt t hat the President would only ask for 
Rosenman ' s advice if he wanted that kind of advice . I f 
he didn 't want t hat kind, he would ask somebody else's 
advi ce . 

He didn ' t say he was going to see the President, but 
he aa much as seid he ns going t o. 

H.U. JR: He suspected saaebody a r ound the Presi dent? 

L:R. PEHLE: He seemed to feel t here was something 
v.rong, and he couldn ' t pu t hi a finger on it, He said he 
thought tha t these t hings couldn ' t be settled donn the 
lide, that t he ques t ion was what the President wanted to 
do. He f elt tha t he bed a great deal of influence with 
;.: r . Churchill . 

H.h: . J R: That i s correct . 

I.'R. PEHLE: He said as a matte r o!' fact , point blank, 
tho. t he was closer to Churchill than any other man in the 
worl d . It is a little broad,· but in any event, he thought 
he had a grea t deal of influence, and he felt that Churchill 
was very good on these things . Je had beard Churchill and 
t ne President di scussing sme of them, and be knew Churchill 
v.as very good on them. Therefore, he couldn't understand 
~.Icy everJthing that could be done usn' t being done . 

!.:RS. KLOTZ : That is very good. 

H.!.! . JR: I am enjoyin~ your undertone. It is like 
a broadcast with music! (l.rs . Kl otz) 

Lffi . PEHLF.: He seemed to be t he sort of per s?n. that 
l ikes to reduce somet hing to a very simple propos1t1on, 
and the simple pr oj?osition he felt- -and he ke~t repeating 
it--was that t he wnole question to the situation was the 
Presi dent and that is where it was . He said be would 
think it ~ver and decide 'llhat he ,,anted to do and what 
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other people did was their own business . he said also 
tha t he m1ght talk to you about it . 

H.!.' . JR: Did he say anyth.lng one way or the other 
about me? 

J.:H. PEHLE: !lo, except he said he knew you had taken 
n very strong stand in these things . 

h. L J R: .. ow, there is one other thing. I mJJ.y be 
able to let you v.alk bane with Ills , and you can talk :JJy 
ea r off. 
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Did you know--! will put it another "'Y: When Stettinius 
t ol e •-.)'ron Ta)lor that t.:orgenthau waa annoyed at Pell and 
oidr, ' t roan t Pell to do anything more about it, aid Stettiniua 
ao tha t under his o~n steam, or was he needled into saying 
th~t? 

J •• i1. PEHLE : As far as I can tell--

H.I.: . JR: As far as you and your gang are concerned- ­

,.:!'.. PEHLE: As far at I can tell, Stettinius did that 
before he talked to anybody over here. The meeting lt th 
1a;rlor 1·;as one afternoon. When I got in the next morning 
Stett inius had called me three times; end when I finally 
talked to him, he said he bad given Pell hell in the 
State Department , and i t ~s important that I let you 
know, because he bed t aken the position that you end I r.ere 
<.ad about it. 

H.l . JR: You see, this is what happened: You read my 
conver se. tion? 

LR. PEIU.E : Yes, I did. I see what has happened. 

l! . t.: . JR: \'/ha t has happened is, the boys asked me, 
and I 1un not willi ng to go all out, bece1.1se you c~' t 
t ell in this b1.1siness, but there is not only nothing to 
be accomplished but a lot of harut can be done by telling 
Llr . Taylor , who' doesn't know anythin r; about this thing, 
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1·.ho has taken his time and his money and is trjinj: to do 
l'.hat he can--then Stettinius called IWn up and sud 
"1 orgenthau says from now on Pall 18 not going to h~ve 
anJ tnln[; to do with t his thing." See? 
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Now, the t hing that I think happened--this is my guess-­
in that Stcttinius lost his temper at Pell, you see, and 
1·.enl off half- cocked; then he got frightened because 
Pell is Taylor's assistant--and he can ' t afford to antagonize 
-a,lor, so he hlamed it on me. 

~. P~LE: ! don't doubt it . Stettinius has shown 
a r,reat deal of "eekness on this, l.:r. Secretary. 

h.t.. . J it : he said, •·.·.hat am I goin~o to cio? Taylor is 
l>oiu~, lo cive me hell •• 

A:;u;. KLOTZ : He dragged you in and bl &!Ued you . 

H . ~ . Jfl : I had him up at the house . 

Now r.hen Taylor sent for me about this, I said, 
"•· ~' · Teyior, there i s sOluethi n& v.rong here . I am not 
~oing to see Stettinius. I am just going to tell Stettinius , 
'Look, I am no t goin~ to take this . You have to square 
this thin~;: . You won t see t.lr . Taylor; the President 
ordered 1ou to . I had to see him. Taylor asked, ~mere 
is Stethnius?" 1/ow, I don't care how you square this . ;;. 
You did so~e wi g&ling in; no• you wig;le out. '" 

It is unnecessary to affront Mr. Taylor, and I 
~on ' t think we should, for the sake of t he work . llr. 
Taylor can be very useful. I am going to put it up to 
St ettinius on a friendly basis . I cen ' t make a liar out 
of hiu. , you see, but the thing ia in suspense. 

~R . PEHLE : It troubles me for you now--I agree he 
did it because he was a weak man · but lf ha feels that you 
are not going to be willing to stand up .on that , even though 
it is unfair, Mr. Secreta ry, if he feels-- let me j ust tell 
.)'OU 11hat ne said today . I sow Stettinius this afternoon. 

H . ~ .JR: I am not going to ~eke any promises . 
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n . PEllLE : Oh, no. 

~:RS . KLOTZ : You st ill have to work with Stettiniua. 

ll.~; . JR : Yes. 
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!..R. PEIILE : I told him I was very sorry he was 
boing; we were going to heve a very rough time when be 
was ar.a;; , because I lmeYI these people i n the State DeJlart­
.. en t Mre going to jump as soon as he waa gone. I sal d, 
"It is going to be very difficult, bocauae, who are we 
60ing to go to over in t he State Department?" 

He seid, "Well, keep in mind that Ur . Hull does not 
r.ant ZecretaJ•y llorgenthau going to the President and 

saying that the State Department isn 't cooperating. If 
things get really tough, you and Secretary Uorgenthau 
can ~o over and see Aw. Hull ." 

II .I.: . JR: See wham? 
• 

L'R, PEHLE: !.!r . Hull . 

And tell him, i n effect , that unless things improve 
lou V1ill have to go to the President . In other words, 
ne ia now showing ..bet you uid before, end that is tha t 
be isn' t as strong as he should be and be is going to 
rest or. ~hatever strength he can get out of you. But if 
you pull that a~ay fran him, and he feels that you are 
r.ot willing to take the dirty work--and it is dirty--he--

H.!A . JR: Here is the point--and I am not goi ng to 
ar gue about it . You will have to leave it to me. 

MR. PEil LE: Certainly . 

H.l!. JR: I don 't !mOT/ bow I will feel at the time, 
see . fut I don ' t want to be a part of a lie . It aluya 
catches up with you. I can ' t throw Stettini us to the 
dogs, bu t I don ' t want to be pert of a li e. 
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~'RS . KLOTZ : He knows. 

IU!. JR: Now, you just have to leave t rls to me . 

MR. PEHLE : 
J ou my views. 

You just wan ted my vi ewe; I am gi. ving 

H.l! . JR: I know, but the thing just burna me. If 
r don't see him for a day or two, the thing will burn 
out . 

l'R . PEIILE: With Stettiniua , you probably will. 

l .r . JR: I said to Taylor , "I just don 't understand 
it .• Bu t , for ins tance, all that mess of cables thet 
uidn ' t eo--did you talk to Stettiniua about that? 

!.:R. PEllLE: L:ost of t hem have gone now. It was a 
question of long delays . 

H.r: . JR: Did he get them off? 

J,iR , PEHLE: No, no, we go t them off . 

II . J.! .JR: Ur. 1aylor said that Stettinius should be 
here unti l the end of the month. Is t hat wrong? 

lR. PEHLE: I should say it was wrong. Stettinius 
indi cated to me he would just be here for a few days, 
and he r;as going to pay ~ ou a courtesy call before he 
lef t . 

H.L' . JR: He had better. (Laughter) 

how, another thing, I d1dn' t want to dampen you ; I 
v1an ted you to be enthusiastic. Here is an i dea which 
~ay not be worth anything, but you have been looking for 

sanebody who would pull t hese things throu~ the State 
Department. \'1bat is the name of this men w1th Baruch? 

l.ffi. PEHLE: Swope. 
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H.\ . JR: He has all the nerve in the world. Now, 
the re is the first fellow. You know you have been ask­
ing me, see? There is t he first fellow that I 11ould 
consider. 

J.!lt. PEIILE: You mean to be an Aa&istant Secretary 
of State? That is what it really ought to be, you see. 

IL~! .JR : No, the fellow who would be a battering 
r&ll: . 

rR . PE!U.E: I don ' t t hink we are in a posi. tion to-­

l! .l: . JR: The day isn ' t long enough tor me. If--
1\hen Stett inius goes, I will just go over and see Bull, 
or I will do it at this meeting. I 11ill say, "Look, 
Cordell, now we have l ooked at Stettinius; he has been 
wonderful. Now what?" He will say, "'llho?" He will look 
to me and say, ''1',bo? Isn 't t he r e an~body in the whole 
orlenization that you could mention? 

t .. R. PEHLE : In the organization? 

H.t.! .JR: Don'eld Hiss? \what about Donald Hiss? 

!.:!t. PERLE : Hiss would be much better than Warren. 

H .~ . JR : It will be Acheson no~inally , but Donald 
!ii sa actually. 

ILR. PEIU..:: : I don't want Acheeon. I 11 0uld be 
disturbed by Acheson in this thing. 

H.U. JR: You know t he way Mr . dull always does, 
"All right, nenry, wh001 do you want?" 

bffi . PERLE: I don ' t think there is any 11ay to cure 
the t . 

H.I.' . JR: That isn ' t practical. 

l:.R . PEIILE : E\lt it ia a given s ituation, Mr. 
Secretary. 
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H .~ .JR: I won't do it . 

::R. PEIILE: No , we v.i ll have to do it . I will have 
to go over myse l f and fight it through. 

103 

H.M. JR: No, but while you f ail and while Ste t tiniue 
is gone, you should have somebody designated by Stet t inius. 
':.!10 is it going to be? 

.~ . PEHLE: He hasn ' t designated anybody. He says 
r.e Ylill have to fight it out with Hull . I think the thing 
to do is to have Stettinius in here and we can talk it 
out . 

H.I'. Jfl : I did that six weeks ago. 

~·R. PF.HLE : You don't have to tell me . If I could 
run the State Department, that would be fine . 

H.!' . JR: Vthat is the name of his secretary? 

~.it PEIILE: Raynor . He would be much better . 

~l!lS . KL01'Z: There was another man over there in 
tne State Department t hat they wouldn't give up • 

. .'lt. PEt!LE: Taft? He hasn't turned out to be so 
0 ood . 

11 .::. JR: 'i.ba t a bout Ra:fllor? 

L~ . P~nLE : Raynor would be pretty good. 
the thin~ is, L' r . Secretary, you can't replace 
stature 1n the Department by sowebody down the 
You see, really--

You see, 
a man of 
line. 

H.r .JR: Don' t give me all the reasons why. Some­
body should be given this responsibility for t>~o or three 
n.onths while Stettinius is gone . There should be somebody 
over there , 

r RS. KLOTZ: How a bout Hickerson? lie is supposed 
to be so wonderful . 
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HX . JR: Purely Canada. 

',','here were the letters from l'•hite? I asked White 
to Vlrite me two le t t ers. Ask him. He was to give me 
e l etter to Hull and one to Hickerson. 

1:RS. KLOTZ : Meylie he was wei ting to ge t in here 
11i lh them . 

H.L . JR: No, It old him to give them to you. 

Any'P;ay, how much ~ore do you have? 

• R. PEIILE: :.Uite a bit. 

H.L: . JR: Could you do i t if you wa l k? 

~·R . PalLE: Yes, sir, sure. 

H.L' . JR: Get your hat. 
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TREASURY DEPARTMENT 

WAR FINANCE COMMITTU 

101 Fodor~l Bu!ldin' 
Albuquerque , New Uexioo 

t.!Aroh 17, 1944 

:.:r . Honry Uorgetrthau Jr. 
Tho Sooret~ry or tho Troaaury 
t:aahi,ne ton, o. c . 

DOt.r Mr . Uore;euthau, 

1 apprec!~t• Yory nucb b&YiDC your good let ter c! 
!!arch 9th. ll I at&tod. ju..t now in a lttttor to ted O&a'blo, 
lihen the Pourth rr.r Lo&n Ori•e tirat Jtartod, WD thou.sht it 

would bo tho t oushoot job we had had. When it was all rto­
ishod , it hAd boon the oeaieat job we had had boo&UIO ot tho 
ca.ro we had taken i .n aeleot ing, our county organi&ationa throu,gh­
out tho atato . 

l'iben the a rmouncement cA::lt oYer tho radio &Dd 1n the 
prou diopatchoo o r tho torturu th~t bad boon in!Uoto<l by tho 
Japa on Aatiric~ priaonera, I dictated a letter to Ur . Oaablo 
and tinally decided not to oond It, a4•1•1ng him that I thought 
it w~e a aorioue mistake to publioiao auoh newa, hero in New 
t<ex ioo particular ly. Whereas it 11 entirely natural tor a 
mothor to worry each nicht aa ahe ret1roa about whether hor boy 
i a war:a and cCCI.f"ort&ble and wel-l- ted., her worry tollowi.D& theae 
di acloaurea becaoe a oort&inty that he ._. not only ~ncoatortablo 
in aht.oa t oYery respect but that ho wt.a bol.ni aiatroated. cYen 

thoush '"If viewpoint 11 otill tho 1&:10 u it wu when I wrote tho 
le t ter , I docided that the intonaat1on had already boon given 
publicity and that it would do no coed to critioico. You know, 
oi' courao, that thoro wero a gr6at many Uew Uexioo m.on on satu.n 
and on Corretidor and our peopl e bore were for that ro .. on par­
ticularly vulne.rable to tho worr lee that could be oau.aed by reY­

olatlcno o r that k1n<l. 

lOS 

You han had M il:lmbnoo job thoro in lfuhlncton oinco ~ 
tho tl.moo wo opent to~othor at tho Pam Credit Admin!otrat!on in 

1933. Very tow people 1n tho country h•vo had bigger jobl than 

your• but n!r)\ty r ow of them han porfonnod thoro aa well. flo will 
continue to do our boat here iD Now Uoxico to make your worriet 
about tbil otato u aall u po .. lblo. 

With bett peraonal wiahee , J aa. 

Sinceroly youra, 
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IIEI()R1NDU11 FOR THE SECRETARY 

March 17, 1944 

Mail Report 

Although March 15 did not bring aa ht&TJ tax 
mail as might have been expected, there waa a 
decided step-up in the week's receiita . Requests 
for refunds , for extension of the f ling period, 
and for advice in reporting incoae, fora the 
greater part of the corrupondtmce. EighteiJl 
completed copiea of Fora 1040 or 1040-a were sent 
directly to the Secretarr, some acco•panied b7 
parments and some by bitter comments. 1 few 
citizens supplied fragmentar1 information and asked 
that their fol'lll be ade out for the•. No• and 
then a correspondent requested that a refund due 
him be kept for the prosecution of the war. There 
were also ideas for refunding overpayments in the 
form of War Bonde . 

The crowds that congeated a&DT Internal Revenue 
Offices led several observers to suggest that filing 
dates be ata~ered on an alphabetical baaia. The 
wave of Coll1er•s editorials aent to the Secretarr, 
in accordance with the suggestion contained in that 
magazine, reached ita crest on Monday and subsided 
so quickly that the week's total was only aeventy. 
In addition to the editorial there were a dozen or 
1110re letters de.andi~~g at.plification, u again.at 
two or three that spoke favorablT of the tax for ... 

Much of the heavy bond .ail concerned aeries 
called for redemption. The bond aail as a whole waa 
routine. Last week's low record for complaints was 
lowered even further this week with a total of 
sixteen, half of which ca.e fro• the personnel of 
the War Depart.ent. '!'he nu.her of. bonds recehed 
here for redemption fell fro• eight7 to aevent.T. 

107 

Regraded Unclassified



- 2 -

Memorandum for the Secretary. llfaroh 17, 19« 

In the Jlliscellaneoua •11 the onl7 lnnon.tion 
was a campaign, apparently ini t i ated and puthed 
by a few prominent women of the coUDtry, to haTe 
a woman representatiYe at the United Ratione 
Conference on Mili tary Affaire. The aaae naaea 
appear as suggestions in practically all the letters. 
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Charles 1. Bradburr, Detroit 16, Mloh. MaT I thank 
you for the citation aent to .. one rear ago. Pleaae 
add to donation• #6866 and flS419 $276.00, tor whioh, 
please find check enoloaed herewith. I aa too old tor 
the par t I would like to plaJ for rq oo111ltrr, .. uing 
fifht; but I can work, bu, bonda and do a tew other 
th nga that I hope •1 bo of aoae help in ov tight.• • • 
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f&Torable Co-mta Oil BoJI41 ----
l!lsa Grace L. H. Sill. th1 Riollllolld 2S, Va. Laat Septellller 
I got a Staap (Defenat } Book hoked ill aoae old pepera 
for the Kill. I thought the T. waa the o.I7 plaoe to 
try for it and I haTen't had Lae to deoeat l7 preaeat the 
facta . I work all the tiae tor the DefeDte. It .. 7 !lot 
be such high- toned labor, but i t ia eaaeatial. I oolleot 
paper, raga , junk of all kinde and did get 40 lba. of old 
rubber just out of all•7•• I haTe turaed ill well oTer 
a thousand lba. o! greaae. I bring the fat hoae f roa 
Laster' a Market and tr7 it out a;raelt -- it taku ae .. Ill' 
t imes until three and four o' clock in the aorning ~d all 
da7 Sunda7. .Ul the fat and raga, junk and auoh I get ten 
cant st&Mpl with. I bought three extra B Bolldl for the 
Fourth DriTa. I haTe $7 on another. It takas all a;r ti .. 
working and I could.n't write before about the book. 
I needed onl7 $4.40 to finiah it. I phoned the Kill and 
the7 aaid tha7 had waahed the paper the da7 I brought it 
oTer and I am sure no one got the book. If 70u can fiTe 
me a duplicate book lll.nus $4 .40 I aurel7 will apprec ate 
it . Onl7 satisfaction I got was the bo71 got the bullate. 
I haTe no one in aerTice. I'a the laat of our !alll.l7 and 
I aa 72. If 7ou can replace a;r loat book I aurel7 will 
appreciate it and I'a not trring to chiael a book out of 
the Gov. or telling any falsehood•. I aa aure the book 
was washed up O.K. just as the Kill aaid. I'Te dealt with 
thea 20 years and neTar found thea &nTthing but perfectl7 
honest and aquare. • • • 
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Favorable Co ... nta !! Taxation 

Lawrence de Newfield, Doweaborough, Upper lfTaok, New York. 
Here's one bouluet for 70u to take awa7 that odor of dead 
cats. I have uat co,leted rq incoae tax oil Fora 1040 
and, although don' t i ke the ruult in dollar• and oellh, 
I should like to oongratU.ate 70ur Dtpartaent on tlle 1~ 
plicit{ ot the fora the7 have worked out and Oil the verr 
clear nstructiona that go with it, Following it line b7 
line , the new fora • • it aee., to ae - - aakea tax calcula­
tion aor e ai aple t han in previoua 7eara, Frankl7, it waan•t 
until I atudied the fora that I could underatand what the 
bell laat 7ear'a tax law waa all about. That ' • rq cnlT 
gripe. If 7ou'd gotten thia Fora 1040 out l aat Deceaber, 
I could have underatood the tax l aw then i llatead of now. 
That would have aaved ae a ai aeable penalt7, • • • 

J . N. Sokohl , General Agent, 'nle Kidland Mutual Life 
Insurance CompaQ, Philadelphia, Pa. Yeaterd&T I had oc• 
casion to call up the Internal Revenue Bureau for infor.ation. 
I wee tranaferred to the proper peraon verr quioklT, re­
ceived very courteoual7, and obtained intelligent and ac­
curate information. I waa delighted wi th thia experience. 
Since I have occaaion to aecure infor.aticn froa Inaurance­
Companiea, I waa nrr .uch pleated that the ap .. d and ac­
curacy of the Internal Revenue Depart111mt co~~pared 110at 
favorabl7 , and in f act, waa better than obtaini ng infor.&• 
tion in other iarg~t r ani&&tion.a. I ... writing 70U thh 
letter because I r ea 10 .uch in the newapapera that ia 
critical ot governaent agenciea, I aa aure that i t ia nice 
for any citizen to pa11 on pleaaant experiencel. • • • 

Alexander S. Sandor, New York, N. Y. ~~ the encloaed t ax 
return wi ll ahow inatead of ae owing "Uncle saa• for 194S, 
he owea ae $5. 52, aa I haven't earned -eno~h ao-tbat I would 
be taxed. Honorable Sirl I aa r eapectfullT o!!ering thia 
mone7 to the '!'reaaur7 Dtpartaent . While I didn't earn even 
the ainiaua taxable uount in 194S, I got b7, haying both 
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ot rq sons in the 1rlq and a wife ill the wer induatl7 
to help me. I am 62 reara old now &ad oan do Tel7 
little to contribute t or Victorr. But what I CAl do 
I am nry happ7 to do. Deapi te the taot that rq iao­
wu nrr little I na Tll7 llapp7 ia the Uai hi State~ 
in the rear ot 19'3 and I juat doa't !eel that I thould 
ACCEPT mone7 ! rom WUnole Saa• at ti .. a like theae. 

112 

Neither do I nnt it cred.ited to rq 1~ eatl.ated tax 
as -- since I baTe autt ered a eeTere heart att&Gk l aat 
rear -- I can work but Tel7 little, ao chaaoea are I woa' t 
reach the llinilllla in 1~. Phue uae tlrla 110ner tor 
wbatner rou U.7 ... tit, jlllt 10 it'll help the w.r 
effort and help the Treuurr in tin&Aoing the •r. • • • 
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Unfavorable Co .. enta ~ Taxation 

Thomas L. Golden, Montevideo, )finn. Before the iead 

l ine appears, I ·wiah to intora 70u that I won't be able 

to meet J1iY income tax at the preaent ti .. , whioh aaounta 

to $62.48. Therefore, I wiah an extenaion of taree 

months without penalt7, The reaaon I am &'king 70u to 

do this i s that I have other aerioua obligation• to ... t, 

which concern ~ wife and new•born bab7, 

A. L. H. Verwys, Grand Rapida, Mich. I wiah to bring 

to your attention a condition I have run into with the 

Detroit Branch of the Internal Revenue Service, in the 

matter of us i ng soae Series B-1943 and Seriea c-1954 Tax 

Anticipation Bonda, in p&Tment of lliY incoae tax. I have 

Seri es B, No, B-31816 and B-3181? in $500 denomination 

and C- 142635, 36, 3? and 38 in $1000 denomination. Theae 

were purchased in good faith wi th the intention of using 

them for pa7ing lliY peraonal income tax, Whe.n the with• 

holding tax went into effect the quarterl7 p&Taenta were 

less than the amount of the bonda and the Collector of 

Internal Revenue at Detroit, Michigan, refuaed to acoept 

t hem for that reaaon. I then tried to caah the bonda 

through the Federal Reaerve Bank of Chicago and waa told 

that aince the7 were bei ng uaed tor purpoaea other than 

i ntended, I would loae the intereat on thea, even though 

the bonds had come to uturit7. I then tried appl7ing 

the bonda to the asgregate amount of the tax ot aeveral 

members of ay fami~ and thia waa refuaed, • • • On -r 
final return for 1943 the tax liabilit7 waa $942,82. 

I sent in two $500 bonds valued wi th accrued intereat at 

$1009, 60, making an overpa1Jilent of $66 .80 . I expected, 

of courae, that thia would be applied on 1944 tax. How­

ever, I now han a letter froa the Collector of Internal 

Revenue in which I am adviaed that regulations do not 

permit acceptance of Treaaurr Notea in exceaa of the tax 

due, One bond waa returned and the7 requeat that I aend 

a check for $438. Thia puta a penalt7 on ae for having 
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bought Tax 1nticipation Bonde and I do not belieTe thia 
was the i ntention of the Departaent and it ia for thia 
reason I am writing for a clearer declaration. The bonda 
han aatured and pa1 no mre l.Jatereat and 1et, if rq tax 
payment• happen to be leaa than $600, I aa forced to hold 
the bends. I belieTe I ahould be peraitted to caah the 
bonds with iatereat whtn the1 .atura or at laaat to ex• 
change them for bond• of a.aller denoainationa in order 
that they may eTentuallT be used in pa,aent of rq incoae 
tax, • • • 

Doroth,y Dakin, The Hillcreat, Pullun, Waahingtoa. lar1T 
in 1942 I paid the aaount of $241,34, rq total tax for the 
year 1941, On October 14, 194S, I receiTed a latter atat• 
i ng that I had oTerpaid rq tax to the aaount of $29.09. 
Enclosed was a check for that aaount, plua iateraat, which 
I cashed. In Deceaber, 1943, I receiTed a fora atate .. nt 
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to the ef fect that I had 'llllllerpaid rq 1941 tax to the UI01Uit 
of $29,09 and waa liable, not on1T for thia aaount, but alao 
for interest at aix percent, In rq rep!T, I recounted the 
ci rcumstances and etated that, of couree, I wee willing to 
pay the tax, but aa the error waa aade in the ottice of the 
Collector of Internal Rennue that I did not oonaiaer rqaelt 
liable for i ntereet. The Seattle otfice replhd that aa far 
as i t was concerned the caae waa cloaed and i f I had &aT 
objection• to aake thea to the Tacoaa Office. 1ocordinglT, 
I wrote the Tacoma Of fice, but receind no raplT• Soae 
t ime after that I receiTed a fora atateaent that I must pa7 
t he tax plus intereat by a certain date. I again wrote the 
Taeo.a Office and again receiTed no r•PlT• Shortl7 before 
the deadline I sent rq check for the principal , with a 
letter explaining •hT I had not aent the l.Jatereat. I re• 
eeiTed no reply, 1 few daya ago I receiTed a fora atateaent 
to the effect that I .uat ~ the interest (and intereat on 
the interest) within a perlod of ten da71 or autfar aeTeral 
dire conaequencea, I haTe, of courae, eent rq check for 
the aaount , aa the aua inTolTed i a not worth legal procedurea, 
• • • I han adTocated the prograa preaented by Jour office 
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to the Congreaa. I aa gratified that oar Seaator1 fro• 
Washington voted to uphold the Pre1iieat'1 veto of the 
inadequate tax bill pa11ed DT Coarr•••• Bat I Dllieve, 
also, that we taxpa7er1 •• who are, a1 I aaii, for the 
most part both honest and patriotic -- aeeerve oonaidera• 
tion from our local and federal offioer1. 

George Edelman, Newark 51 B. J. (Enolo1ing olipplnf re 
refund) , I have a ~rett7 good ,retund ooaing, and feel 
if one man can get hia ref1Uld, I think and hope that 7ou 
will aend .. aine 10 I can put it to good u••· 
Nr. Worgenthau, I hope 7ou will give thi• 70ur earlieat 
attention, and favor .. with the refund. !he7 had told 
me at the Revenue Office i t aaounted to $84.46 and -r 
S.S. No. i a 107-os-4845, 10 I proaiae TOU if 70u will 
send me the refund, I will put it to good uae. Thanking 
you tor what 7ou will do for ••· 
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TO 

TREASURY DEPARTMENT 

INTSR OI'PtCa COMMUNICATION 

Secretary Morgenthau 
Herber t Gas ton 
Randolph Paul 

Waroh 17 .~44 

~~e attached note from the President, accompanied 
by a copy of a letter to him from Speaker Ra{burn, - • 
sent to ;you and to the Attorney General tor ~oint 
reco3aendation and the pre~aration of a reply • At the 
same time, we received a similar note reapeoting a 
recommendation from Senator Glass in connect ion with 
one of the coming vacancies in the Tax Court of the 
Uni ted States . 

By an informal arrangement with the office of the 
Attorney ~eneral , we handled the letter reapeoting the 
Tax Cour t vacancy, and the Attorney Goneral prepared a 
letter for the signature of the President addressed to 
Speaker Rayburn in connection with the vacancy on the 
Cour t of Customs and Patent Appeals. 

Unless ;you disagree, ~ 88e no necessity for our 
doi ng anything about the President' a note accompanying 
Speaker Rayburn's letter. ~ ~ 
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TREASURY DEPARTMENT 
117 

INTml OP'P1C. COMMUNICATION 

...... 3/16/44 

TO 'lr . Gas ton ) 
Foo w Randolph Paul 

\'/hen Mr. O'Connell and I came back from your office 
I called Mr . Carusi with reference to the attached letter 
froo Sam Rayburn to the President recommendin& Frit~ Lanham 
for an anticipated vacancy on the Court of Customs and 
Patent Appeals. · 

I told Carusi that they could feel that this appoint­
~ent was their concern just as the appointment to the Tax 
Court was our concern, and that we would treat this case 
the same as they had treated ours. 

Mr . Carusi informed me th~t the Attorney General had 
already sent a letter to the President for transmittal to 
Rny burn stating "I have your letter recommending Fritz 
Lanhf\111 for appointment to the Court of Customs and Patent 
Appeals. I, too, have heard that one of the judges expects 
soon to retire. I intend to talk to the Attorney General 
about thi s as soon as I get a chance." 

In view of the above, do you think it necessary that 
the !)ecretary -§.8Jild a memo to the President expressing no 
interest? ·~-
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THE WHITE HOUSE 

WASHINGT ON 

.... W,lM6 ..... --··.. / ---.r.--... ~~ 
,. IODt •••a•a••••t~~~~~ AID 

..,AIAtlllltor-... • 

...... 
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r 'iRE "1'!'.\1001' S IOOIIS 

Hou•• of ilepro,..nteth'ea, u. fl. 
r.ashtngton, o.c. 

~oroh 10, 1<)1.4 

ffn<~orohle "ronklln D, Roooevelt 
Th<> ~ h He ""'"" 

ra~h!n&ton, D. C. 

L e~r ~ . ~re~\oent: 

I de sire to rei temte \n ~hla letter ~ 
rPeo<>.,.ndo t lon of the Ronorable Prt t• Lanlvo• for 
3n ant•ctrft1ad vacancy on the Court of Cu"'t.oas 
bn« nlltent J;;opeals . 

Mr . Lanh&m for ye~~.r~ ha11 boon a Mmber 
o" thtt Connt1ttee on ,at~nt " 1.n thft Mou ·u~ or 
Renre~ent&t1ve$ and T thtnk no ~an known more 
nbout tho •mbjeet than he . I commend h'" to 7ou 
l>oeo\1 •• I tnlnk he would moke an o\ltot•ndlng 
jtlfi l"e on th\.111 court. 

S1neerely yourn , 

SAil RAYBURN 
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TREASURY DEPARTMENT 

INTP -- COMMUNICATION 

Mftl 
!:arch 17, 1944 

ro ~ cr• L• ry :~orgenthau 

,..ow C 1 Connell 

In an address on the floor of tho Bouse , Representative 
• or Illinois criticized the phn for the stabilization 

• • ' rna t ional exchange . He stated that be was shocked to 
te 1 ., trticle in t he previous evening 1 a edition of the 
' · nyton Star which stated that the Allies are near acoord 
a • ost-nal• f und to stabilize excha~o ; that t he Congress 

• ue• 1i sturbed in learning indirectly of agreements 
, · Rue wi th t he governments of United !lations which rrJJ.y 

. I t the citizens of the United States to expenditures and 
. on~ i bilities Vtbicb they 1111l,Y not be inclined to accept; 

· t '.e believed Congress should serve no tice on the govern­
,•" uf all friendly nations that the fact remains tha t all 

; •t 1 e ~'islation will terminate with the cessation of hostili ­
, iu ; tha t t he United States must stand by its legal cotmn.it­

' I~ Lni everyone should know thai , par ticularly i n matter s 
,• ri. n~ ncc , t he sole authority l'ests in Congress; that the 
t••r ::ur y end Keynes plan provides a type of bureaucratic 

,.,~! rol of the economic destinies of the nations of t he 
1•l >l ; tha t there is even a provision that , should t he 

· i l •d ~tetc s fi~d itself in a position of exrorting more 
w 1 :s than it imports , the fund may bring pressure on this 
~,., • 1'1 Ant t o chan;;e the val•1e of its currency an.d l ower 
•~1· l rr r ates so that stabilization may l:c maintained; and 
•• • ' n t he distant future , this country may find it advan­
ta eous t o enter into soce internatlond ap;reer::ent, but that 
~· ' llenium bas not yet been reached • 

.. e .vr esentative Dewey f urther ah ted that full accord 
:.' s r.o l been reached betvreen the United i>ations as to post-

, ,. fron tiHs or asllirations and inquired whether it ns 
~ovlseule at this t1me to invest in an inter national bank 
v'hen many quest ions of :policy are impossible of solution 
I odav 11.11d would be di fflcult to solve for a nwnbe r of years 
lo come. He asserted that he believed each case should 
atoud on its own f eet; that the probl ema ot each country 
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0 11 t e •li rte r ent ; that sone central organization should 
• ~ s•~ ur under the cont r ol of our Government whose officials 
c~11ltl wor k out ways to r estore t he economic life of the par­
t ir.ul!it' co11ntr y; and t hat any other pll\n is unsound and will 
, r o , .. aa few favorable r esults as tryine to lift one ' s self 
• • 0 "'. ' s boot straps . (Al421 -'22) 

.. tpresentetive Knuhon asser ted thl\t it would be shock­
:n •,,0 l1.is Administr atioL to enter into fast and bindine 

~( r.ts r.ithout at least doine the courtesy of advising 
"on.r·tSs in advance • 

. er resentative ~ssett stated that he syopathized with 
··, vo••s exrressed by the other two Representatives , but 
s •rted that t he two- thirds vote requirement for ratifica­
t•cr f t r eat ies is an obstacle to Congressional expression • 

.• er·r~ser.toti ve Smith of Ohio announced that he had 
-~ 1 l•ttd a second study of the international exchange plan 
1° 

0 <:' ,,,. exrec i ed to pr esent to the House next Wednesday . 
.. • lso nsserted that the paper which he vtould present at 
'\ ' tl• P v:oul d clearly demons trate that the alleged capital 
r r 1 \on of the Keynes-::orgenthau scheme is a fraud . (2717} 

Yo1 fre already f aailiar with t he substance of the 
Loin~ said by Dewey and Knutson, but may nish to have t his 
Are extensive report for your files . 
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..... 
10 llr. J. I. Pebla llarch 17. 1944 

""'" 
lard Stew.rt 

Subject1 lira. k theyn o. Col!D 

lire. Coli> .. appoiated Int-u ... llpecialiat, -.r 11eta,pe IiDen\, 

CAr-ll, • .)800 per- pl .. 0\'er\be, .. a! llarch l, 1944. 

lira. Cobn bt.a l2oOt belcl fllll- tbe ..plo:r-t a!Dee Jul.J, 1942, at 

which tbe obe lett the 1JD1tecl Stat .. Bno•tdn~ AllUlorltJ .., •temltJ l•n. 

She caae to llr. LeaMr1 a ottice wi\h a brief into~ note tJoca JQ!p J­

rrsn;c to llr. Bandalph Paul, but I clo not ll:now wbether the aota .. eYer 

delivered.. llr, Leaaer referred bar to rq office ancl I referred bar to a.-..n.l 

other ot.etf -.here, tollowinc ebich llha llod.el raco '*' ber tor appoint­

cent to uaiat llr. Pollock. 

I hacl ltaom lira. Coli> wbell .. we1'1! both .-ployed at the 11SIIl ill 19)8-

40. I know enough about her to aay that abe h an i ntelligent J01mC- wbo 

writes very lfell ancl baa at ranc llberel leanlllt;a with a 7C to do -tbinc 

about thell. lloet ot ber 110!'1<111« experltDee prior to bar appoin-t with the 

:;s3A •• with the IPA ledenl lritera1 Project, tlrat ill Little Roclt, u-..... . 
...,. then 1n ••hlncton. lluch ot rq c011taet with bar at the !blaine .Authority 

was ill conoectlon with union De&Otiatlona, a1Dee abe .. at that tbe an actin 

member of the OIO CQYenm&t ~oyHa' union .. ct I th1nlt otlll w.lntailla 111 

~lit"!nlt111 11114 eOiiiiiCtion ld bit croup. I happe4 to mow that tibl.le at the 

l!oualQC .luUlority aha wrote tbt. cr-t .aJorlty ot llr. Iathan Straua1 apuchao 

for hie . 

ller referencea lnclwle the following perOOill m o are well mom for 

tneir at rong liberal v1ewa1 Jacob Balter, to~lJ pr eai<lellt of the Ulllted 

fed.eral forkera ot A.eriea; Lleutenaat llorrla lllller, tol'llerly of the OS!Il lllld 

t he tlra ot Dealpoq.loplorlts, now 1n tbt. Ooaat OlaNd; Col- 'loo4bury, llol>ut .J 

.l.dlodnl.at rator of the laUOilel Sontdnc Apl>c.J; JQ!p J- lralll<; ancl Leon 

Ieyoerl1og , General Ooullael, lat101lel Rov.a~ ~7· 

1n rq J~ t , lira, Cohll h a brl&l>t ~ rl who ce11 .U:. a detia1 te 

contri bution t o tha wor1t ot the -.r ~· lloercl. 

P)IY-J.~ 
.baiatad IDev.Uft Dlreot~ 

(»:me t ) 
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The Germans are now sending shipload of food 

froo llorthern Italy to Greece in a. Swedish ship plying 

~etween Venice and Piraeus under British safe eonduc' 

t!le ::::A reported. 

7hese ship~ents , FEA said, are in eo~ensation for 

"reek food the Germans uhave conswned or a.re cons~ng 

the.:~eeh·es. " 

3/17--RMl.OlOA 
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ec -- !.:iss Cha~meey (for the See •y) Abrahal:l.aon, Bernstein, Cohn, 
DuBois , Friedtia.n, Gaston, Hodel, LAughlini Lesser, Luxford, 
UAnn, lleCorm.ack, Murphy, Paul, Pehle, Pol ak , Raines , 
Standish, Stewart, a: D. <7hite. 
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PAIAPIIUII OJ' mMI•• IIC~ 

J'ROIII AM(l- ........ u .... .Up•• 

TOt -·~ of .... , •• ~ 

II&Hhl?, lMt 

868 

COIPJIIIftUL 

Rofor...,o 1o ...U \ o If' .. .,.,cb of Po~ 13, lo, 122. 
A 110to bao koa r eoo1Yo4 'IIJ • ,,.. t!.- C-ooloa• for 

Jorolp Art alro wllleb roforo \o If' al4o -Ire of l'e'lll"a&I'J' & aoll, 
ID oubot&DCI otatoo 1D \raaolaU oa 1\ba\ tu J'r-ll 0-\- of 
Natlolloll Llboratloa t.llT aoooela\oo I holt oUII \be Yl-. of tbo 
Proolllont ot t ho Val h4 , .. , .. AD4 that U 1o 1Mp1n4 "' t!Y 800\ 

oan>Ott lloolro to ooopon\o 1D \Ulr roaliDtloo .., \IY t.lloe& 

'""" alloooll 'IIJ t!Y ••ooearllT Ualh4 fulllUoo ot *1oli tt 
dhpoooo at tbe proo•t tlooa. 

'lbe ollon aoto wo 1D tbo •U oa llarcb U ...._ J eallo4 ..,.. 
llaool&ll c l oft a tv\ber aide -lr• Ia alob J r ot.,... t o 
tho ProolllaDt'o rooo.~ t lDo\rutloao OODIOOftlac ...,.._ u4 &a. 
dotoralaoUoa of ov OoYo....,.\ t o 4o .. OI'J'\blac poool'blo to offeo\ 
tb.olr opoe4 ,.....,. aad rollof u4 -oeoo4 ov llopo for ooo,.. .. 
t!Yo aotlOD OD tu par\ Of tU J'r-b 0-\-o J ..... oto4 tbo 
opproprlatoDOoo of tbo 0 ... 1\\oolo looaaaoo of a doolaratloa of 
pollcp ol.allar t o tl.-t _.. "' tho Proa14•t ao •11 ao t lllo 1 ... 
RADCO of app~la\1 laoti"UtlOGO "' tha 0 ... 101arla\ f or J'orol• 
Attalro to Ito rOFoe-Un ollroa4. J •• o.o1Vo4 "' laool&ll 
th8t -thotlc coaol .. rotloa woald bo cl•• to t haN ••••Uou 
&114 that AoiT fCtlOa wlllcb tM ,.._. .. \llorlUoo •It'll _ .. to 
t&lco WOII14 'bo • - lca\114 .., • ao ooca ao polll'blo. 

CIUPJ!I 
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Tblo u1oana ONot bo 
poraphraaed bo~ore bolAS 
..,...,n1011\od t o 111170 .. 
other tban a OoYora.ont 
asoncy. (SCOO ) 

Secretary ot State, 
'A'aehtDgton. 

876 , March 17, 10 p.a. 

• 

Alai• a 

Dato<l llueb 17. 1944 

Reo'd 11:08 •·•• . 18\la 

FQl 1Wl RUOOD BOAiD FIIOII ACDRII•• 'UII RDOOU 
80ARD NO. 3 

Ada1 aa1oa 484 app11oaata for Fa4bala 41..uaee4 
wUb French \0407• 'lbirtr wno objoola4 t o oo 
OOCW'ltJ' sr<JW~do Which of OCli!'M - wUl 110\ preao 
further. - quuUoa -• ra1- u t o a441Uo11Al 
116 OD &rOW>dt \bat thor MrO DO\ rotusooo , baYIJI& 
• ..., t o SpaiD prior to 19~. ftia &rOUP 1Ao1u4oo 
o t o• poroona fro. Cbllo , ArpaUM u4 ot her 
cou.ntr1••· W.Jor porttoa bCNI'Wil" ebo\Lld be claeae4 
•• etateleea aiJlce .oat ot t be• ue ' "' D o l ett 
Turkey or Orooco at \lao of 1921 pop~at1oa .xoban&o 
wbon noithor Torte or Oraoka wo~4 aooopt tboa. ' 
They mOYod to Spain booauao of their Spaniab aaooatrr 
wbich 4atoa back to exp~aion in 19, 2. No q .. ation 
wae re1 aed •• to SlpbarcUo 1ne •• IUOb uDJ.••• 
thor wore 1nc1u4a4 in croup MaUoaa4 abo•• · U 5 
additional app1icationo aho~d arriYo froa Spain 
within a tow 4ara u4 will bo praop\ly aor ooaa4. 
Arter t hat we will dtacuaa adad esion ot tbia eecon4 
Sl'OUp u1 apin tab qp pre-19~ croup U to which 
French be•• not t tuall7 decided to ret u .. ~eaton. 
No problo otbar th8n that dlacua- abOYo and 
eecurttJ 11 anttetpated t o coDDectton W'itb ~leeton 
Ot etCOGd ,roup. See ~drid'a 108 to Al&itre tor 
BockolmD and Pryor which woo ro-ta4 to tho 
Copartmont. 

Sent t o tho Department • • 876, ropoato4 t o 
lla4r1d • • 65 . 

WI'S 
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To...,.to, 1, Cauda, ...,... 17, 191.4. 

SUBJ!Ct't War Be!llpe -...!. 

THE HONOIW!LI 

SIR: 

TH& SECRET.i.Rr or sum, 
IUSIIIJIGtolf. 

• 

I hue the honor to rder to the Depe...-t•e dJooalar 
airgraa d.-tod JUII&l7 26, 191.4, to the labaeer at ottewa, 
concernina tho ootabliabllont ot a War 8e!llpe -...! tor the 
,..,uor ot tho J • • ill !ul'ope ud other not.iu ot ~ 
poraocutJ.on, ud to etate thet •·-oh u t-lpoaUon policiu 
and cont.rolo are undar the o..lJdan C.t.r.l Gcl'ra.-nt the 
Co!USulata Ganeral 1a 1a a pooiUca to roporl CllllT ca oertaia 
local aapeota ot the Mttar. 

tho Jo'rillh r-icrant .Ud SocietJ 1a the OlllJ' larp aociel;r 
reprooontad at Toroato pnaraJ.l7 iatlreetld 1n ue1eUac J""• 
who doaire to aigratl to CaMdl. ~e bead ott1oe ot th11 
or~ani .. tJ.on 1a Canadl 11 at -~. 1b1le DO opecit1o oe-
or d1ooriaiaat.1a apiut J,.,. 1n the •ttar ot t-ipoatJ.on haft 
bMa -...,, to the atteaUoa ot the c-.latl c-al, the 
local repre .. ntau.,. ot the· J o'rillh n.J.vant .Ud Sociel;r, nth 
who11 tbie ott1oe hae had a l e11ctiq oont ..... oe, l ett the iapreao1on 
that, 111 hie op1lll.on, Caned!aa reltriOtJ.'N iaa1gr&t1011 poli07 ... 
more r1Jidl7 eotoroed 111 the oaae• ot peroona ot Jo'rieb extraotion 
tllan 1n the oaoe ot U/1 other 1aw1n raoe that ou be a4ll1 ttld into 
tbio Doaicion. Bo aloo iiiU..tld that h1o head ottioe at-~ 
could aupJ117 oue h1otor1N ot J""• reti>Md a4111ao101l illto the 
Daoin10B tor ~ teohaioal. re- or ll'ith<lat a rea-ble 
expl.anatJ.oa ot tho reaaoa tor the ratualo. n. aupporl ot h1o 
contentJ.on, thio ropreoontati'N ot the J o'rillh n.ivut .Ud 
Sooiot;r prO'ridod tho Coaaulate Geaoral. witll the toUOIIiac exoorpt 
f'rca Pror .. eor l atooa ~-on '• "I .Ac-•, 'lbiab, ba eta tee, 
&\IIU up ill a aut llhall bOll ..U a J..ula rot\ape '• challou are 
or roce11'1aa a •peniV 1 

cc: Cho1111oo;r, .lbnllaMoa, .&tsia, Berutala, C.U, Dalcie, 

Friodaan, autcm, Bodal, I.nlblia1 I.HMr, LIIXtOII'd, -· 
llarlto , l cC..._olc, ~. raul, Pollak, RaiAI, -., ltudillll, 
Stewart, B.D. White, Ptolale, SarPJ, *-• l'ailtlteia, rllu 
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txctrot trta Prqf!!tC!!' Watt• ft=•'• •I Apqwt•. 

"What Cantda Aotuallt potl 

Few ei then.o at CaDada b&Ye uq olMJ' 14• at 
Canada 1 a iml.sraUoa pol1"7 u expHaa..S '111 the Do.i>lioa 
l opelation on tho eubJo<>t &DIS tho racuuUou u4 
praat1eoo at the Iaisr&UOD ar...u 'bruloh, fr:~r •­
obscure roaoou, of tho Dopart.ont ~~ u4 
Ruoure.,). Our firot tult 1D thil obapter 11 to 
olC&llline . ... at the•• ottieial b&rrioro 'lllioh baft 
to be orou..S befor. &rtf t.ijp'&nto <:1r rofllcMI eu 
ontor cen.oda. lie no..S to atudJ tbia to 1 ..... hoor 
hard 11 tho wq of the~. 

Ih the firat place, be it uotool tbat, oiDoe llr:~rl4 
lor I , tho declared parpooo at CaDada 01 t.ijp'OUCII 
ltpoloUon bao bean not to ~t s..i.....,to ('Ohioh 
opocitiod oxeepU..,.) but to oxol...S. (with apoeiti..S 
exeepUons). Follooring olooolJ' tho trondoo at -riou 
polley, tbia lkoop out 1 atU tude aloo raneoto tba 
oaood at naUonallaUc ,...tricUon &DIS fMI' 'Ohioh 
pervaded tho whole llaatern world 1Doroaaiael7 1D tho 
period botwoOD the toO sro&t W&rl, 

0 

"Canada t a R&gial Pri.nefBlet 

SeeondlJ', Canada'• '--isroUOD pol107 11 adaittadl7 
baud upon 'racial priDeipleo ' - oxaotl7 tho .. raol.al 
priucipleo expreooocl """t al aboratol;7 u4 .. pbatieall:7 
1n !Ianni The 1941 Report at tho ilal.vaUoa Bruoh 
adsitot 1C&D&da, 1D aecordanoe with a pnorall:7 aeceptacl 
pr&ctieo, plaeaa sreater •phuio upon "Nco u4 upon 
e1U zolllh1p. I The JdldDiatraUn Re,W.aU.,.,. at the 
I:aJ.vat1011 Bruoh rster to tbrao IP'O"PI at noa-BriUab 
l:uropou ilal.gruto. the firot 1a tho 'Praferrocl Group' 
11111oh 1Dolud• • e1USOD8 at Ioelancl, DoDMrk, Swedoo, 
1:on07, FiDlaDcl, Ge~, Prance, Holl&Dd, Bolli,., 
Lwtoabourc &DIS Switsorl&Dd. !hia 11 o1:1rtoual7 the cued 
1Nord1o Oroup', thoucl> P'1DJw .... to bau r:~r~pt 1D '111 
ml.otoko. Th07 hau tho - tra..Soa frOIA ilal.vatiOD 
reatriotiou ao British subjaeto, except that th07 do uot 
bonoti t frOIA opaeial arrange•nto w1 th the t ranoport.Uoa 
coapor.ioo '111 'Ohieh paeoengar !&riO are rocluood. 
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The ee~ 1-·F"f•rred Groap1 iMliiiiM o1U­
o! Auatria, HunprJ, CseabolllcrwUia, ~. ~. 
Rull&nia, U thiiAJlia , LaMa u4 llltlloaia. at tbat P'OIIIp 
onl;v ! IIJ'IIore, t~-laborere, d"""etio aenaw u4 tba 
ionodiat. relati ... a ot peraau alll'Md:r ree1-at '1a 
Canada a&.7 be adalttecl. 

The third P'OIIIp ... ao - 'tort. poiDW a tiJicer ot 
apec1al dioappronl at ail ta.lcruto tr• ar..a., I\&17, 
Bulcarta, .u-a1a, s,rla &ad TllrkeJ &ad all .J ... , ao 
matter wbat thair citlsaabip, exa.pt til- bon witllla 
the Britiah Eapin. !beet aq aot be adalttecl at all, 
except 'b7 apocial ponoit (wb.loll aq or aq aot be p-aatec!) 
Cor each 1D41'rldl>&l cue 111 the x.lcraU• llruall. 1M 
el!lllliD&tion ot tbia cl&uae eboft ci.,.. atr1klaliu1a" 
i nto the .. lrd ~t.rl .. ot tho ottlcial 111ad. OM ot 
our .&xi a eDealee , ;vou 1l1ll aot.e belonc• to the 'Preferred 
Croup 1J toM other, pne~ ..,...ldered tho l e .. ,dallprOUa, 
1• 1D the leaat welcoae ceto1orr I !!lUI, apia ...,. ot tile 
On1 tad llat1oDa which put 11p the ••t &alle~~t reel a-
t o tho araed alght ot the .lxie - n-17 Gre- - 1e 
included 1n the third, aoet deapleed ola .. alone with 
It.ll&ne, Bulcariena and Jewel IDt.reatiDI alao that 
Camano trOD Ce~ are 1preterred I ud 0ti'IW10 tr• 
Austria are 'non-preferred' , 

Dieori..tnatioo apinet Jews ie thoro opon17 in 
theuo • ...., repatioDe, Fr• the DOD-preferred 
c01111t rlee euch u Polud and UthiiAJlia a diatiDotiOD 
1e u de betw .. D Jewleb &ad noa-Jewillh applicant•. 
Jewiob appli cuto autoaeticel17 drop out ot the DOD· 
pro!orred oatosorr into the 'epooial poralt' croupo. 

Another intoreeUDs claWie (added 1n 1910 in t.C. 
920, ronond 1D 1914 u P.C. 23) prohibita toM entr7 
into Canada of ta.isrante who dO DOt COM to CaMd& 
'b7 1ccntinu0118 unbroken j ournt)' tr• their countr7 ot 
birth or cit1Huhip1 • tou •1 wODder 1lh7 a ... abould 
becoae Wldeoirable tor adaloeiOD to C&Dada juat beoauoe 
ho etoppod ott to 'rloit hie brother tor a-that aoae 
int.rmediat. poiDt on tho wa:T• tou M)' well woDderl 

Tho orlsin ot that recul&tiOD la ot sreat intoreot 
i n a atud7 ot the bureauoratio aind. The DolliniOD 
c o .. l'Mont ot that <1&7 wanted to dieoourap the iD!lUJt 
ot nutivea of Britioh IDdia into the pro'rlnoe o! Britiob 
Col11111bla, without puttlDc on the etotute book• a t. 
openly prohibl.tinc the eDtr)' ot cit.iUAO ot &DOther 
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part ot tho Br1Ueh lllpire. ~ - ao cl1no\ 
oW&II8111P l iM h'ca Iad1a to CUada eo tM\ tM ,......_ 
j011l"Dt7' ,..qul.r-at be- a olnu' (or .. 1\ 
h)')>OCriUcall) IMaM ot excl10dhc lliadu witllout aotual.lT 
declarl.ni that ihtanUOD. Tbe repl&Uoa oUll o\uo48 
end 11 no• """ ot tho ottocUn berriot'l ot tile utrJ 
of thouoonda or refuco.,. HC>I' MJ11 retuce., oan o­
rr.., their coWltr'J ot birth or oU1oell8bip to Canada 1a 
one unbroken j 0111'ft8y? Moot ot tb• han llncl 11••• ot 
oxeeedinalY broken j0Ul'lle7'1 ooaeU..a tor oe,..rel :reare 
now. 

Tho onl:y poeaibl.o oftluaUOD ot Canada '• u.lp-aUCil 
rogulot1one 1e to ~ tilet the:r are a .. ., ot o01ltra4iot1 ... 
and eft41vonoea , r01ct10111o17 1h thoor:r ODe! aa.-n 1a 
practice. '!be:r are tlllderotandabl.o 1.D llpt ot tile 
lenoraneeo ODe! t ears ot tbe put. 1'be7 are uttar}J' 
wppropriate to tbo .-rpnc1oe o1' tile proeent ODe! uttar}J' 
at ur1anee with tbe boat intareeta ot eu.d&'o tutvre. 
'!be beet tb1Jil: about tbe Act 11 alao one ot 1 ta _, 
d&Jil:erouo}J' aUc 1'01turee . 'l'hore are olau&H 
•hlch si"' tho otnc1ala ot tho ~Ucm llranab tile 
r iGht tbrouah Order 1.D COUDcU to cliepeneo with a:;q 
1noonven1ont ' l ottar o1' tbe ln'. S.oti011 82 prowicl., 
that ' '!he Oovernor•1h-counc11 M:¥1 on tbo rec....,Dd&Ucm 
or tho lol1n1etor, aake ouch ordore and regulat1ono, not 
1ncona1atont with tble Act, ., are oono1dorecl nocoeear:r 
or eXJl'lclient for ontorci.Qg tho prowiolOIII ot tl\11 .lot, 
occordina to tho true f'11te»t allcl aoui.Qg thoroot1

• .l.lld 
Ceotio11 4 ro&da ae tollowa• 'Tho MiDiotor .. , ie;u. a 
mtten pendt author1&1.D& aJq person to &Dtar Canada 
or havina onterod or l&llclocl 1h Canada to reao1ll thorei.D 

.;,;·-;.ii··i-"'"oj1.t.tl.lilr.~'1. llel.DC eubj4u:+ to tlo&e prowieiOM of tbie Act.' .• 

Tho Conaulata O...oral baa requeotocl tile reproa&DtaUn ot 
• the Jowioh :r..l.£r&Dt .lid Soc1ot:r bore to ltoop it currontl:r 

lr.tonoed ot clonlopaoDta 1n regard to Jowieh s.-1p-at10D 1n 
order that thlo ottico a:r be 1n a poo1UOD to roncl.r tbet 
oreanlsotlon all poaolhle aoalat&Dee. 

N.lo 800/Sll.U 
lll•lhCTE tSB. 

Reepeottull:t :rouro, 

I•/ Korth Wiuhlp 

!forth W1Dohlp 
Allorloan Conoul Oonoral 

To tho Doport.M11t 1.D ai.Qgl• eopJ. 
Copy t o the Dlb&u:r. 
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PA&.UU&D c. m-· an 
now• 'l'ho Seero~ at S\&to, •••l,..a• 

OATil llarch 17 , 1M4 

M\IWBJRI 2017 

IICU! 

'l'llo t ollwoiac ••""P h t or Joo.pb ..-to, Coatnl 
coww:ll for .r .. h h llof"C""• Upper Wonn Plaoo, LoM.oa, tro• 
Loa•!lt , Jolllt Dh trilol\loa c-u.._, liar ..,.._ ~. 

Do.e \0 t ho ...........,. at \ho •nor " ,.. u• 7 011 to JI'OC­
• Ith p1&oo oioco •• ..... naq t o ~Uo \ho traaopor&&Uoa 
coa\o of •••I"C tho \holloaa4 oh114na t o .. tra.alooart.a. !!Ia 
Uae h l8aiaoot whoa " ... t lilY'*'" .,.,..._tal aU. -... ..... 
•• )'0 \1. ••t real he. thle ner\aae CN.I" ltal\M reeaaroea. I' 
halr ooot14oot hope \hat JOU wlll kMp •-•-• a\ a aiu-

So ao to roolw>o C>lr c.-1-h t o a •111'- l\ h ••~ 
th!lt 7011 will ar~ tho oaacollaUoa o laaoo 1a ov op\loa 1a 
CAtO uotorooon 4 .. olopoeato .ako ..aooatloll 18ploolbloo Pro. 
tbo Praaoh .. lcro Grwpo hare 1afor80tloa hao Mta r-l•e4 thot 
Jorbluo , Goo .. a , h&o requoot~ tua4o t or ro-lac ohl~a tr• 
fmnco, Sloco abo•o 11 cllttlcult to 1llllhretan4 l\ 1o urpat 
tb•t7ou aocor\A 1n tho prooont ol-\loa tr08 Jarhl- or llai'Or 
M funclo are o\ t ho cllopooal ot !alJ Jlalero ~ tho Loa-tloa 
&t ! oro pll\•• ooocl report to !alJ llqar oo••tac tho u oo of tho 
flrot $20 ,000 oont t or Preach chllV.a. r or 41o\r1""\IOD lll 
a.-ala , Ctoohoolo .... t ia, Croatla &e4 11........,., t ho - ot $100 ,000 
""' oeot to tho IntarlliliDDAl llo4 Crooo. I\ 1o aoo- \bot lol7 
l1"7or will cool'llDAto hlo parcolo •nloo to turolotall&clt 
wl\h tho Re4 crooa procr-. J:la417 ...,.rt roar ovroat procr•••· 
~ 1o a Por"'-•• ohlp tor oft<:uatloa fro. tho Jlalt&&o r-oe4 
1!1 t ho Portupooa - \horUloot !hlo lato..,.lloa wolllcl ho -eel~ 
8\td.. 
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PAJWIBI&.SI 01 m••• ~ 

,_, Secro\N7 ot 1\ah, ..... .,1'10• 
TOr AMl'iCI&ll ....... ,, Loa4oa 

DlT!Or llaroh 17, 1944 

NUIIBIR I 2053 

COIII'IJDI'l'W 

• 

ta ooDAMU oa wlU. the f ollowloc •nace we nter to 

7our ca'bhce J'e'bn&J7 at, lt44, llo, lMl , r • ..,IIC 41• 

cuul ooe willa lJaiDa 11o1-.. of 11orl4 Jfthh Coocr•" 

1. !he oal>11oc t o b'-"rou tor a r eport rtl"l"41oc -t 

nMo 1D occupied .,..ope the tahn&Uooal 1M Cron OOD14 

operate 1.1l t o prOY14e foo4 a nd M41olaeo t o the Jon & 4 other 

pt~~raemte4 alnorltlet 1D tboae u.aa e4 \ o a4't1. • • ID,ercroea 

thl\\ tho Yar Ret'ace• l!oar4 lo roaq to ooo that tu4o tor 

oocetNrT opere.t lont are -'• &Yallabl• t..edla\el7 • • one 

of tho tlrot acUollO of the l ar lofucM Joor4, latorcronf\ 

urteDt requeot to latorcoYOro.teta1 C ... ltoo for tu4o t o 

purcheoo foo4otuf.'a 2 D1& 0 JfuiiCai'J' aa4 uo.tral Clll lltrloo 

t or 4lotrl 'butloa t.e lDtuDeoo 1• oeatnl .,..ope wao upo41te4 

'b7 t~ War latupe -..4 aa4 the -rloN Jowhh J olat llletrt­

'butloo c...tt"'c i=edhhlT .Ue a•l»le t o llltororo .. for 

t hh foo41oc procr- $100, 000, ao •• otato4 1D e» r •'b1o to 

you of ,,.,._'7 9, 1944, Jo, 1020. 

llo 4ooh10D lul• been •4• 'b7 tbo liar lot'acM Joar4 t o 

1\pproacb tho 'b1ocka4o authorl Uoo ropr4ln& tbe ohl-llt of'-.. 

ouppllto \9 U.o Jowo aDd other per ooooto4 pooplo of .,..ope 

troa \blt CCNft\1'7• 
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2. !ho Uceaoo which \he 1\a\o D.par-l h- 1a 

Dec ... bef to \ be 'forld Jfthh ao..,.. •• - · ..... 14 le\or • 

tho Troaour7 l>eparlaen\ wt\b tll.o S\a\e D•"'-''' appro..al 

pol'lllt<lng •••~ ud ullel open\looo 1D - an4 --

occuplodtorrUorleo up t o a to'-1 coot of $100,000, ot tlblob 

M OWlt tbore bao alroad7 'boon naHW4 \o .. u .. r1"od $20,000. 

A 11conoe ""' glYOft tbt Aaorloao J .. hb JolD\ Dlotrl bOI.Uoo 

Cocslttoe to ClrT7 on olallar operatlooo eoot~DC $800,000, of 

which aaount borA bAo 'MOD ... uud \ o lwlt1orlaod $200,000. 

Llcentet to carr, on e~il•r relief and ~tioa operat1oae 

fro• Swlt1erlsnd hA•t alto beea 1t~4 to te91ral otbcr pr'­

•••• orcaftloattooo in tbo Uoitod S\atoo. 

Ao ot•t•d 1o oor tol....- ot lobroar,r 29, 1944 J o, 150&. 

a deta iled o\ateDOnt ot t be actlooo alroa4J ~·and ot the 

prOft84t lnlUatod to brine reocuo and rellet to tll.o pal'­

oeeutod people ot lbropo 1o 'Mine pnperod 'II" t bo War lotncee 

Board t or 70ur 1ntor.at1oo aod tor .. batooloo to tho Britlob 

GoverMetLt. 

There Ia no obJecttoa on tbo port ot tbe 'far Rotncoe 

!Mr4 to J .. tsh or other orp~>hattooo 1D Greet l!rUala ..,... 

poal l nc to the Brltlob Go .. raoent tor pormift\ oo to tt.ooco 

'lOd carey on oper .. ttooo o1a11ar to t bo oo wblcb this OoYo,...nl 

bat aa. t.borl1ed• 
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'l'EU:Xl!W! SEft 

'l'hi• tclccr- _, b11 
pore~•ld bt:fQJ'E blt!J!::: 
oru=loatld to .avec• 
!:~::a- ~ a tl:va-UOIItlt 
u..: c~uo y. ( ::IP.) 

au.ll 1'. 1966 

1!14Dlpt 

\ 

DEPAiitl t lT ~f STATE 
() 1/I::OoO N OF 
f' .- 1 " i94 I 

• .. .. M.w~t~ATtc r~s I 
____:h~ ~ECOROS 

:.ttnr ci:·cu~:;ioc '-it!> I corotMry l.:.:,:rgcnt!::lu, 

Cllr.ir::r:n , ·. ar :.cfll!:eo : 'y rd, ror;t·I'Ci~ talc 1'()!.:\ ti vo 

ficltlo ot r.ctl.on of tl:<' Intcr,:ovC'm:.:ontnl C=;ittce 

~ n ' t llo ·.::.-.r r.ctusce Do::rd, I ou.:lUCJIIt t'1.1t ar 
ncr bort F.l:'.crson :·nl! ~.;c.Un coco to • .. ,.t·hingtoD :Jr oo,:>t­

l.y t o lli oouoa thir rul;jr,ct 1.ith fcoretnry "1nr;:o..'lt.1-ulu, 

!:r . <'ohlo, :;nd others 1."ltorlllltod. 

:cT: l':!':B 

.• 

BULL 
(EB) 
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PWftUSJ 07 t •-•1 RIDil'IID 

1ROMI AIOIIII.SST , LOIDOI 

toa SICRftART 07 l!.u'l, I ASIIIIQII'OI 

OlTIDI IW!CH 17, lMt 

li1JIIJIRI 2186 

COIJJ])III'!UJ. 

POLLOIIIIG POl! PIIILI, I U UIWD JOUI) nDII CAI'D•T. 

TOIU' tel- ot ll&rch 10, lMt, ""• 1112, 1o nter..., 

to b tr .. Hh. 

l!ono\eln tAfoNo .. tho\ he c oao14oro s.a.bar uet'ol 

t or ""rlt ln41oat o4 all4 oono\4oro hla \o hi...,.,., -
rtlll'blo. 

lllllft 
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• :\(;1 : 

.;AT~:.D : 

b\hAl'l:IRASE OF TELI:XIRA.U SEN'l' 

SECR~TARX OF STAT~, WASHINGTON 

A...E!.JjASSX, ANKARA 

t.lARCH 17, 19li-4 

214-

CONO'IDEN'l'IAL 

135 

Followi ng is War Refugee Board' s cable no . 5 t o Ankara 
• ,,. Hrcchl..ann 1 s a ttention. 

Your ca ble of uarch } , 1~44, no . uO 1s referred t o here ­
t •l t n • 

• 1e gt•eatly a p,>rec1ate t he splendid cooperatio n AJ:Ibasaador 
, ~;e lll.l&l'< t has g lven you . Also we a rec~at.e your suggestions 
!or acti o n , your re,>o r ts and t he etepe belng taken by you and 
~ .• P A: bns sador . We wl.ll keep you cur•·entlY infot'llled or our 
!' ,,.y ees in following up the point e oade by you . 

1 . t1egotia tione are belnt; continued by us with the 
c;, vu' naen t ot Sweden 1n e.n attemp t to obtain i ts agroet1ent to 
n~.o vescelo f or this pro j ect nvn1lable . 'l'he i mmedio.te pros­

. 'o t. a i n t h is connec t ion are not encoul'n~>ing abut you will be 
bfOl'l••ed of the developiaen te a a they to.ko pla ce • 

.. e t tlll believe t ha t all poas lble atepe should be taken 
to ob t a in Turkish vessels . Tentative cons idera tion is being 
, l ven t o a p l an wher eby t he United St a t e s Goverm•ent would aalte 

ve;se l avail able to t he Gover~ent or 'l'urkey a t once lt, in 
;, o •r o,>1n1on, t he Governnent of TurkeY would 1Citled1ately r.ake • 

VRil ab l e an equal amount o f t onnage t or t he purpose of 
evncuat i ng r e f ugees in accordance with t he progr~ wi~ch the 

Board 
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- 2 -

., • I hAs ror-::~ul ated . It is requested that you infol'tl ua 
• ,. ouch nn ottel' froa this Government would, in your 

'"• .. 1nlte a Turkish vessel tor refugee work available 
•• 0;.ly . As soon as l'te receive from you a positive 1nd1oat1on 

, . , uch a n arrangement ns sug~estod above would be or sub-
. t "' tl l\l .10lJ>, we will take t his maHer up w1 th the appropri­
•..• uthol'i tles . Your r eply 'will be awn1ted before approach-

1.1 toe WAl' Sh i pping Adoinietration or other appropriate 
~v rnlldnt ngenoies . We r equest your urgent advice . 

• • If ur~nngement~ whioh are aatiefaotory to you and 
... " &BI•<-<>r St e inhardt can be made, the necaeaary funds will 
y • ~~•· t .• co;ning t o buY the · 'l'urkiah veaeel SS NECAT for about 
~.uo~ , i t being understood that t he vessel will be donated 
t> t.~ Turkish Red Crescent . The American Jewish Joint 
.. 1H:•1but1on Comml. ttee has i ndicated an interest in furnish-
1 ;ne ;>w·chase price ot t he eh1p 1! it &ppeara r easonably 
c rt in that the vessel will be able to transport from Rumania 
.o rnl~st1ne the 5 , 000 Jewish children as indicated in your 
r !'el'ence cable . · The JDC ha'e inquired whether they will have 
;;o venr t he addi tlonal expenses involved in transporting the 
chl!.l.ll~en , such as wages , cost or tuel , et cetera. We concur 
•·Hn yuul' sugges t ion that 1t would be moa t desirable to try 
"" o<>tr\ln t he •rw·kish Government ' s coneent to continue the 
c.:~ ln opel'atlon tor t he purpose of transportlng additional 
,.,,_.,,t;eeo n f t e r the 5 , 000 ch!ldren h11v e been tl'ansported as 
• •- lllllCd. . 

It is 
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- J -
I t ls further suggested by us that you get 1n touch with 

d ' · R.en1ck , representative 1n Turkey tor J.D. C. , 1n connection 
1,1 , .. t ills ,>roJect. 

HULL. 
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FROM : 

'1'0: 

DAT!ll: 

!M.IB!R: 

PAIW'IIWII 0' ft!IPWI 1.1CZn1D 

AMrtoaa - .. 17, Aataft 

seor•""T of Stata, Waobhctoa 

Merob 17, 1944 

471 

cowmllr!'IAL 

rollowlaa 1o the oubotao .. of o .. ,_ ••• to lloo­

oo March 16. 

Tho Tllrk1oh pouo""r no111 'I'AIII ot 6000 "'"' lleo -. 

placed ot 1111 dlopooal bJ tho 'l'llrkloll OoTon.at tor o •1Ail• 
t r ip to Conetuaa to n'acua'\e J ewtah r.rq .. a, tbe ••••el. to 

proceed •• aooD •• all u ceeMI"J' plue baTe 'beeD o~let..S. 

Tho Ruulu AllbaoNdor 1a ADI<ora hu bolD roquootld by .. to 

obtain tr010 hlo OoYol"DIIIIIlt alto ooD4uot tor t bl 'WII whUe 

""kina tb1o trip. I1' J'OU would approach tho Ruoolu GoYer,._ 

aoot wtth 1 Ylow to boTlaa • tOTorab1o rop1J oob1 .. to the 

Ruulu Allbu .. dor 1a AataM _u,, 1t •ou.ld bo approolotld 

b7 u. 

STIDUWIOI' 

.. 
138 
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PAIW'l!lllS 07 !ll.mull ll1Cil'fiD 

rso~ : Tho Amer1c~n Ambsatador . !Dkara 

~0 : the Secret&ry n! State, •~•h1ncton 

UIT'-1 llsrcb 17, 1944 

SIC lift 

P160•o roter \o 11tf llll.'!!ber 4?4 date4 IIAzcll 1&, 19 44. 

'l'oda)t I ...,, l n!ome4 10' SU.OI\4 of \be IounoaUonal Re4 Crou 

::Uchnr.,,.t o~1.tt& th&t ll very lar,;e .,,.,.,_.nt of Jetr'lrb reltl.Cf~~ from 

Tr~n~n1.~t rl' to numant~proper hAt atarted and that dA11T tbooeande ar~ 

~ovod. S1~ond haa been aaked by me to t ry to l~&rn the total anmber 

of J~with rc~eea that &re be1n& tranaterrtd to ~n\a proper f rom 
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~cc-694 
1bl• telogra~~ ll\lot be 
paropbrooo4 bef ore beiiiC 
communicat ed t o &QJODa 
otber tban 1 GoYerameutal 
ogoocy. (IR) 

Secretary ot State 

Waohl~~&too 

482. llarcb l? , 10 p .a. 

Aalolra 

Rec '4 :5 P·•·, 19th. 

PERSONAl. TCI! PI!!!.& w.&ll lllrUOD BOAIID rllOW lllllSCIIIWIII 

I wov.l4 appnclata lt 1t you wov.l4 arraJICO witb 
tho f ar Depar-ot ao - ao pooolblo tor - '­
priority tor ., rot\11'11 to tbo Ulllto4 Statoo 'bJ alr . 
1 wlll arrln la C&lro oa AprU 1 aD4 -.1.4 U te 
to proeoo4 to t ho Ual t o4 Statoo ~lately. 

Tho ttrot •Jor otapo ban "" beoD cODol114o4 ta 
oocurl~~& bot h r oll aD4 - traaoportaUoD for tbo 
••ocuotlon ot r otusoo o froa tbo Bolkano ot t hor tbroucb 
TUrkey or 4t•oct to Polootloo. Tbo Aaboooo4or aa4 I 
oro bot b con•toco4 tbot tt to aow oooonttal tbat I brtoc 
to tbo Wor Rofupo Boar4 to Waobliii'OD a poroooal 
OOCOUDt or tbo pOIItbUltloo OD4 prob1• o o r 6 turt bor 
ler ge ac&le r et us•• .aTement traa tbe m.lka••• AAT 
tohgropbtc oooouot would be 4oplorob1 y tao4oquto . 
furthermore . tba .. COD4 asteDa loo ot ., 1 .... of 
abt aoce t r• 8l.oc.!JtCdal•• where I • w.dar cOAVact 
oxplro o t bo oocoo4 -k 1a AprU ...t I • wrollltiiC t o 
re~ueat a further ~toa watll I ~·• &1••• rou a 
fOUODOl 4oocrtpt101l of tM ooa4Utou oM lltftoul Uoo 
wl\b wbtcb wo _,. ban - ...t aro ....,.. oootrooto4. 
U you oo 4eo1ro , I .Ul bo proparo4 oa ., rot\ll'll to 
dl1cuaa wi t t JOU the cont1Duaaee ot ., ee t l•tttea oo 
bobel.f of tba War Rotucoo Boor4 oUber 1a h obiiii'OD or 
by r oturnloc bero 'b11t aot aatU no ... - o .,...eooa1 
roport ao4 ba.,. -• atror4o4 tbo oppor tut t y of orHZ~CIIIC 
my et.at ua wltb m.ooe·•ncd•l••· 

S1'SIIIWlD'I' 

RR 
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BJR - 290 
This telegram mu•t be 
psraphra~ed before being 
oo~~un icated to anyone 
other then 11 Governmental 
agency . (SCOO) 

Secre tary of Sto!e1 

Washington. 

476, March 17, 12 noon 

~-------------;41 

Cb 

OOYPIDIIIITUL 

For eecurltr re~sone tho 
t e x t o r th l :: rl''1 S \ .o~ •"" t~u:s t. 

i . ' . 
~nt 

Do ted March 17, 1944 

Reo 1d 1:41 p . m. 

DEPARTMENT OF STATE 
OIV I&ION OF 

f" - 1S 1944 
v• .. 1"1UhiC...Tli iiS 

( SECT~~CJ:..::cROS:.::...__.; 

TO SECR£'l'ARY OF TREASURY I'ROI! EDIIYR 

One . Left for Kunmlne: on March !> with Dr, Kunga 

thi~ invitation end returned on fifteenth having also 

spent three days in Kwelin. Reply to your 331, Mar ch 

11, following. Weekly economic. 

Two . Kunmlng prices ere now not lees then 400 

and prob~bly ee much a s 500 time~ their 1937 l evel all 
I 

oymptoma of virulent inflation pr•~ent including hoarding 

and epeoulst1on by insider•, sharp day to day fluctua ­

t ions 1.n prices of bae1c co~odit iep , decres•e in 

indus trial production a• rePult of trret> ter pr ofitability 

of holdine: r ew ma t eriel• dec1ms t ion or prore.e ional 

cl asses , increaping theft• and demorelltetion, et c. In 

many r e•pect• Kun.mlng atmosphere 1• that of a frontier 

boom town. Possibility of bringing Aituet1on under eome 

semblance of control remote owing t o incree•e in political 

power or 
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-2- #476, ~larch 17, 12 noon (SECTIOII OtJE) from Chungking. 

power of Yunan Go vernment. In Kweil!~ who•e popul ation 

ha• more than auadrupled in laat f i ve yeere ee r esult 

of influx of refugees - it ie now about 350,000 " 

inflationar y process not ae adv~nced a8 in Kunming and 

Central Government control eamewhet f irmer so there ie 

no aiteatle number or provincial ~overnment troope. 

llevertheleee, there ia condderable apeoulation and 

hoarding of co~odltiee in whioh the government banks 

and the provincial government bank partic ios te •. Retail 

prlcee in February wer e about 300 t imes their 1937 

l Pvel having increas ed stout 30" on January and 4o% 

on Doc ernber. Price of rice Jumped over 50~ in t1rat 

ten daye of M~rch but then f ell to between a quarter and 

a th i rd above l"ebruary level. KwPil1n lP a point of 

lngr eea tor goode froo occupi ed Ch ina end ptores seem 

fairly well etocked with ~odo imported which include 

fake medicine• with Aoericen labels. 

GAUSS 

EDA 
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BJR - 279 
This t elegram muet be 
paraphrased before being 
communicated ~o anyone 
other than a Gover nmental 
ap:ency. (SCOO) 

Secretary of State , 

W98hington. 

Chungking 

Dated March 17 , 1944 

Rec 1d 12:03 p . m. 

476, !~11rch 1?, noon (SECTION 'NO) 

TWo. Kunmlng market ror gold and u.s. currency, 

which hed nuctueted w1ld1y in February, ; talrly steady 

during Dr. Kung'~ stay . U. S . cur rency 190 to 210, rupee 

eo, ~Avin~P certifica tes 130 to 140, gold ON 25,000 

buying ( Kunmlng ounce 20:' greater then Chungking ounce) . 

U. S. currency market now ebporblng U.S. 100, 000 monthly 

from our' Army in Yunnan plus relat1vely pmell amounts 

froo our Army end Government per•onnel Kwellln and 

sometimes Chungking. Kunmln g how hu 40 l'old shops and 

vo luoe or gross trading 1P reported to everage 300 

ounces, dally , peak volume or tronpaot1on~ 1n one day 

haTing reached CN 50, 000,000. Prov1nc1al Government . 

insiders active in both gold and U.S. currency market. 

Governor 's aon using etook of old uni••ued New Fuklen 

ao nk (prev1ouely Pr ov1no1al Bonk or 1~•u~) . currency to 

acquire fap l in outlyin!f ares" wi t h which to puroha•e 

U.S • currency 
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-2- 1/4?6 , Kerch 1?, noon(SEC'l'ION TWO) from Chungking. 

u.s. currency ha ve 1njur 1ouA errtct~ on the main 

fDctor behind r i sing commodity pricee. In Kwe111n 

marke t ror U.S. currency negligible •ith rat e of 150 

144 

to 160; price or gold CN 16 ,000 to 19,000 per ounce with 

little trading though th~re ere now plenty gold shops 

~oat of which opened only recently end tor chlet'ly 

Ppeculet1Ye ourposee. lD Chungking U.S. doller 1e now 

230 end gold CN 18, 000 buyi ng. 

Three. Notes in eircula t1on l>ecember CN 

75, 3?9, 000, 000 January CN el, 62B, OOO,OOO monthly incr ease 

of over ~ end e~ re.pectlvel y . Although Chinese 

Govern mont hee some CN 500 notes on hand 1 t r efuses t o 

i ssue larger denom1n~t1one than ON 200 tor 

'peychologic~l" r easons . 

(END OF Y.ESSAGE) 

GAUSS 
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frMn!')' l)ep&MMD\ 
DiYiliOn ot Mono\ar,r Roooaroh 

G Do u·-··---···-·-·-·-19 
'l'o: Ilia I Ohaln.., 

rra.: 

!hl.o 1o a C<ll'reet.cl oow ot 
Sect1oo two ot #476, lloroh l?tb. 
ror Secretory'• t1loe. 

Regraded Unclassified



DM!i- 279 

\ 
I I < 

CORRECTED COPY 

This telegram must be 
paraphrased hefore boing 
communicated to anyone 
other than a Governmental 
agency . ( sc-oo l 

Socrotary of State, 

Washington. 

t. 

' ' . . ' ' \ -
Chungking 

Dated March 17, 1944 

Roc ' d 12 : 53 p.m. 

r DEP.'.RI Cf;l• Of STATE 

I I; " •' J~ 
t: ·-1 (\ 1944 

•J•,I ltUn1v .. .• \'$ 
~~<y kECORO$ 

476, March 17, noon (SECT1"'0H.....,I.;;W;;>(}1--'-..;;;.;:._ 

Thr oe . Kunming markot for gold and u. s. currency, 

which had fluctuated wildly in Fobruary, fairly steady 

during Dr . Kung's stay. u.s. currency 190 to 21?, rupee 

eo, savings certificates 130 to 140, gold CN 25,000 

buying {Kunming ounce 20)( groator than Chungking ounce) . 

U. S. currency market now absorbing U. S. 100,000 monthly 

from our Army in Yunnan plus relativ~ly small amounts 
~ 

from our Army and Government personnel Kwoilin and some-
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times Chungking. Kunming now has 40 gold shops and valumo 

or gross trading is r eporte d to avurag~ 300 ounces, daily, 

poak volume of transactions in ono day having r oached CN 

50,000,00•) . Provincial Government inaidora active in 

both gold and U. s. currency marl<e t . Governor's son using 

stock of old unissued Hew Fukion Bonk {previously 

Provincial Bank of issue) currency to acquire fopi in out­

lying areas with which to purchase U. S. currency have 

injurious e ffects on tho main factor behind rising com-

modity prices. 
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-2- 4 76, March 17, noon, (SECTION TWO) from Chungking 

modity prices . In Kweil1n market tor U.S. currency neg· 

l igiblo with rate of 150 to 160; prioo of gold CN 16 , 000 

to 19, 000 per ounce with little trading though there are 

now plenty gold shops most ot which opened only recently 

and t or chiefly apeculet1ve purposes, Sharp fluctuations 

in pri ce of gold and u.s. curr ency havo i njurious effects 

though of course not the main factor behind the rising 

commodity prices. In Chungking u.s. dollar io now 230 and 

and gold ON 18, 000 buying. 

Four. Notes in circulati on Docombor CN 75,379,000,000 

January CN 81,628,000,000 monthly increase of over 9 and 

8~ rospoctively. Although Chinese Government has some 

CN 500 notes on Aand it r efu•ee to isaue larger denomina· 

t iona t han CN 200 for "psychologi cal" reasons . 

( EIID OF IAESSAGE) 

GAUSS 

I'IMB 
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NOT '1'0 BE 111-TRAIISIIITTID 

Copy No. __ J,_.I_ 

~ormation received up to 10 A.M. 
w 

17th llareh 1944. 
a:: ... 

At ANZIO 15th continuous shellina nnd nir raids but no 
bpor v >nt dOJMie . 

2 • IIlLI t AllY 

I tsly 16th. !lew Zealendera have lllldo r rogress into CASSDIO 
fro:a the llo rth but tonk aoveacnt i u conaiderebl,y he.apea d 

by bot b cratsrs and u.sses of rubble; the Rapldo heo been br idged nnd three 
T'l.,ks llavo operot.ed with difficlllty in ::.Wthem outokirt.D . ' height to the 
!loot d""inating the town bao been eapturod . 

On 15th/16t.b another a ttack bJ .[ndi"" t roops in darkness and 
her.vy roln woe diroet ed on Motulstary Hill . ro .,.,ard troops roached a 
hi(;h feeturo 60o yards frOID their object i ve whore they a.._it ed reinforoomont o. 
[n tho Br idgchond U. S . Tr oops beat off ll ooell attock at CARANO , 

Ruosic Ruou1ans have cut ZIIEitiNKA-ODEm A Ra.tlway at VAPNYAflJU, 
( 50 miloo Souv;c:;Ot of ZMERINKI\). '>'hoy report rrogrooo ot many points 
f'u r thor Eut in lohe DNIEPFJI WID and have oe.,.plot oly nnnih!.l uted the 
Go11nan fo rcan 11\',r<ounded No rth Euot o f Ill< 1:.\dV . 

!Alma On 11th nc occupcd ST. t.WITllfei!JLANIJ (10 :ai1os South 
-- West of ALilTJ!.UIOYAVIj nnd have ainco 1114de p rogroso 

Souoh !::lot of ~UliGDAil. In CHIN I! ILLS ,., 14 th/lSth we repulsed " J aponcoo 
att.llcit frooo tho t:..at upon our position ten :ailoa Hor th llorth Rest of 'rurroJI. 
CUr troops oro a t tcckin<; the .ktpaneae .:ho cut tho TlDDIII Road a t WITUU on 
15th . 'l'o coeponioa of Japonose have noved fUr ther ur. tho KABAR V/JJ.£'1 
a.% othor Jnpcnc3e t.roops hc.ve oeeupicd o ,,ositi on 11 ni loa South 'ost of 
TOO. 

J . ..I fi O~Ed.. TIOIIS 

1Sth/16th . STUTI'G.'.m' , U 61• t<lno li .r:. nn\1 144J Ineond1ory 
dropped tncludlna )21 4, 000 pound bemh 1 llauvy J../ i. modoruto fi(ll\tor n 
qetivo oopoeia Uy noor ancl ovo<· objoch"• · Two elalno.J tloatt·oyod . 

Allll'21S . S:ul t ons d roppo<l . ! 6th 7)8 11 .1; . llonvy Bomber s and 
951 Fl(llt tor u doopotchod . 465 For t rca11or. d roppod 886 tono on AUUSbURG 
and OI:.ZSJ::RTSU,,USUI und 34 tona at UIJI t hrough ho11vy cloud. ~ibernton 

droppod 441 tone on f'RtEDRICHSIIJ.Fiill dau tl•r<•UCh cl oud un4 bembocl other 
objoct lvoa . P1"0• 1e ional anomy ea.eual tlo n by l+'ight or-D ?5t6t22J our:~ 22: bo.ubero 
ani J.,• flt:htor u 111iooing . Typhoons 1hot cl0110 l'our C..man ui rc ruft and 
dnstr uyod t ''O moro ou the ground 1n thu PAIUS ~roc.; li' o 'l'jpboona raissing . 

16th/17th .Urcraft daspat hod; /.MilliS t11\ilr~y Contre lJO, 
Clrr.am L-Fc r rn:tcl •luboor Factory 21 , COLCJGII& 8 Nooouitooa, OOISOORG 1 , 
h~ru•lcro ? , Soa-.~ining ) , ;.u returr ,.., aaroiy . 

[l.alf lSth . 't'otcl SOJ he" / t.nd -.:lW> !lcAioora droppcc. 
l ,o6o tons C,\&.. n:o ·t l"'., ~it.h oxe ol l ent. t'iu.;u.l.t.o 1.D ;.;upport 

oi ou,. t•tVunc1 n.t.t.ocic . 

1 
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!·li:l!ORANDUM FOR THE SECRETARY 

Prom : Mr . Blough 

March Ul, 19114 

The Com~ittee on Waye and Means met yesterday 
fr~~ 10 a ,m, to 12 : 55 p, m, and from 2 p , m, to around 
a : }O p. m. The proposed tax simplification plan vaa 
un~er discussion all day , 

The morning vas spent in illustrating the use of 
the return forms on various e xamples , The afternoon 
waa epent i n discussing various aapeota of the plan , 
including t he effective date , t he definiti on or 
dependents , the questi on of charitable contributions, 
etc . Mr . Surrey brought up the queation of the effect 
or the si mplification plan on partially exempt Federal 
securities and indicsted the linea al ong which the 
Secr etery intended to answer any queat1ona which might 
be a~::~d him about lt. The group seemed uninterested 
ln the problem, Practically the only comment was by 
l-lr . Robertso n who sa1d, t hat hol ders or the securities 
Just happened to be in t he way and that there was no 
1ntont1on to hurt them but that in the l1ght or t he 
.istory or normal tax changes there was no reason to 

give t he matter any special considerati on, 

Congressman Gearhart brought up hie proposal to 
' 'ar y the withholding ex8llpt1ona to allow for charitable 
contr ibutions. The Co!lllnittee laid h1a motion on the 
· atle with three dissenting votea. The matter , however, 
1a not necessarily dead. 

Tne only point on which the Jc1nt Commit tee staff 
rnd t he Treasury staff disagreed wae whether the income 
or dependents should be included with the inco~e of the 
person cla imi ng the dependent , that is, in effect 
Whe the r the deoendent exemption should be dimini shed 
by the amount of t he income or the dependent. The 
Tr oeaury staff felt that it should be i ncluded and 
Hr . Stam felt that it should not . Th~ ComJ!Iittee passed 
over th1e potnt and asked the staffs t o work on 1t some 
~ore to see 1f they could reach an agreement. It 1s not 
vital to the general operation or t he a1mpl1f1catio~ plan. 
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The question was raised whe t her th\s plan ia as 
simple as a plan could be if the ni ne or eleven mi l l i on 
low 1noome bracket t axpayers were eliminated , I poi nted 
out t ne way in which t he t a x i s oomplioated by the 
retention of these taxpayers and indicated that the 
pl 8n inoorpornted t he greatest simplicity which had been 
foun~ poesible whi le following the inst ruc tions or the 
Co .. .!lli ttee not to eliminate theae taxpayers , I aa1d t hat 
1n the absence of this instruction by the Committee I 
1' or ~ne would not have been wHHng to recommend t he 
pl~n , but tr~t under the circumatancea I thought this 
was the beat feasible plan and vould accomplish eub­
atnntial a1mpl i ficat1on . 

The Co~ittee adopted all recommendations on vb1ch 
the two ataffa were in agreement • nd also accepted and 
1tt~~a t he press release which had been Jointly prepared , 

After t he meeting the 'Chairman s nd Mr. Cooper 
presented the action of t he Committee to the repor ters 
end had !tr. Stem and me stand by to help ans,.er questions , 

Although the re were differences or opinion in the 
Com'"Htee , at some times apparently hooted, the Committee 
e~oeared to be in no mood fo r accepting revisions , The 
e l rit seemed very good at t he close of the session, 

The plan l& ~ow ln the hPnds of the bili drafters 
··•ho are t o reoort about wednesday or next week as to 
ho~ l ong t heir wnrk will take, 
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Read b7 IIeure. Sa1tb, Bl ough and Surre1 

on llarcb 18, 1944 
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;.:~ Jr: 

C erf tor: 

e t' 'or: 

c e · '"" '"' r: 

'I"Jr : 

" )f'l~r ·or : 

l':Jr: 

. ~..-tor : 

.. =-t~r: 

~ . 

Hello. HPllo. Hello. 

Yes , sir. 

What about ll,r . Doughton? 

He ' e coming on. 

(Pause) 

Y~s . sir. 

•'ha t' s the :na tter? They ea1d .. .. 

March lg, 1944 
9 : ~7 a. m. 

~ell , I had to call him, Mr. Morgenthau. He 
•·a~n ' t on the line. 

Oh, well , ?itzGerald eaid he waa on the line. 

~o . He cal l ed and talk~d to ~ltz and I had 
to csll him back . 

Oh-h-h . 

They a r e ge t t i ng him to the phone. 

Fitz told me he wae waiting on the line. 

'lo . No, he hung up . I had to csll him baek . 

(Pause) 

:l~llo . 

Ther e you are . 

Hello . 

H~llo , Henry . How are you feeling? 

~ine . Never be t ter. 

Wel l , you saw - - the boys told you and you eaw in 
the papers tlw t we ' d about comol et ed our work 
so fa1· as the Co:nmi ttees ar~ concerned -- onl y 
a little touching up here an~ there i n writing 
\he bill for the drafti ng service. 
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'A'el l , I can .... 

And I want to tell you that your boys have done 
a wonderfull y fine job, cooperated 100% in every 
way - - the Treasury and the Bureau-- and it shows 
what 100% coopera tion oan do. We got a better Job, 
better results in halt the time thon we woul d if 
we 'd been pulling and see-sawing. 

'rlell , it ' e music to my ears. 

Yeah. Well , that's a tact. Everything was just 
perfect so far as I could tell , all the way through. 

Well •. . • 

!lobody could have done any better than -- or 
cooper a ted any 100re whole-heartedly and agreeably 
than Blough and Surrey and the -- the Commissi oner 
came up here himself several times and helped us 
and his man Cann and hie staff were wonderfully 
helpful . And just everything worked along f lne. 
I think we've done a good job and I think we've 
taken out of the mouths of the Republicans one 
of thei r issues. 

',1ell , I know you have and I was talking to my 
boys last night and they say how f ine everygody 
has been up on the Hill and I think it's a 
demonntration of what Democrats can do under 
your leader ship. 

Wel' , I thank you. I' m not entitled to any 
oredl t for it any mor e t han all the others. ':le 
I'll worked together .. .. 

~ell , I-- it just shows-- and I think it's a 
fine t~~~s and it's tha t kind of cooperati on, 
when i t goes out to the co·1ntry, show• that -­
•·1"~• t the party can do . 

Yes, we can fun ction and we are functioning . We 
show we can by the fact t ha t we are doing it. 

Y ~ah . 

Well , · I just want ed to thank you and I 'm going to 
call the Commissioner. I ' m very favorably impressed 
w1th the new Comm1 es1oner. 
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~. 

;::.Jr: 

- 3 -

Fine. 

He tmpresees me as a v ~ry capable, etncere man 
and he's got hte mtnd on h1e work and 1s go1ng 
to do a f 1ne job , l n my oplnlon. 

I~ ell .... 

' I Juet wanted to tell you , Henry, how much we 
apor eolated lt and how t lne the boys have been. 

Well , that's wonderful . 

'oell , good bye. 

T'nanlt you. 
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1-IXANCI NG 

Present : t.!r. 
lii· . 
l~ . 
~~~. 

!.\r . 

Bell 
Murphy 
Lindow 
Tick ton 
Haas 

March 18, 1944 
10 :15 a.m. 

n ••.• Jh: All right, l!r . BeJ.l. I lTill try to concen-
trate . I have on the wrong glasses . 

l!h. li:iLL: Do you want to cont inue? 

!! .. !.Jii : Whe re we stopped the other day . 

;:;., bEll : You heard 1[urphy explain his memorandum 
in the 'l'reas~1'Y ~ill prol>ram, and G-eorge has had ano.ther 
conference I'll th GoldenY.elSer which was ve'f"J good. lie 
is fa vorably inclined toward the Treasury bill program. 
~ r course , he can 't commit the Board . The Board hadn ' t 
seen it up to that time . He said he nould ~ive it to 
- .cles U.nediately. lie tholl8ht probably be YIOuld read 
tl.e ~ ... ole pro:;ram over the week end and be prepared to 
Hscuss it with the batlters, probably J.:onday. They 
.u 1all;. see him for an hour before they see you and 
... a"e a report . That is about where it stands today . 

11.' , ,TR: Don ' t you t h ink we 0118ht to see Eccles, 
and not do this at arm's length? 

~Itt . bi:.LL: I thout;h t you would see Eccles either 
t o1•oards the end of next v:eek or early the following week 
•. on day o r Tuesday of the following week • 

. t .~! . Jlt : ·;,ill you see tha t I do? Voi ll you br ing i t 
lo :D.'J attent ion? 
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.ll<. bELL: Yes , sir. I thought maybe we might have 
a cor. fel'enc e v.ith t he Board before we saw you, t o try 
t) nt.orter, it as much as possible for you • 

... J.I .. Tit : Well, how dld Goldenweiser react to this 
t. in~: 'l 

:l.{, uAAS: V.e have had conferences extending over 
aome period. At the first conferences we just talked 
a ~rand didn ' t have a memorandum prepared, then we 
.J'Jt.,.~it. ted a memorandum. They studied the memorandum • 
.. is r eaction, in general, us favorable . 

The :naln point in the matter that has considerable 
urbency is with regard to the question of wnat should be 
a•ne about bills. He feels it is difficul t to estimate 
jus t uno.t the currency drain will be during the year; 
chan.:cs may affect the es'timate . By issuing bills 
jO•t can start out making an increase of o hundred mil­
llou o. week ; watch the cur1•ency; if it continues up e.s 
\'.Cl ave estimated i t, ~·au will have to raise the b1lls 
some more; if' it goes do"n, you ha ve to keep the bills 
le veL 

!)o it vns essentially an a.;r eement for the immediate 
~ r1.;t•nn, as I sar. i t . Wouldn • t you say so, l!enr~·? 

..... I t.: • .PHY : Yes , I think so . D1· . !loldenv.eiser r~as 
11J~:u more optimistic on the :~:er.1o on the currency drain 
'nan ,,e rere . he tnought by fall the increase in currency 
in c\ rcalation ~auld have levelled off to a rate of tr.o 
ur three bil l ion dollars a year - ~ould have levelled off 
t o an annual rate of increase by tv;o or thr ee billion by 
h ll. In t hat co.se i t 1·.ouldn 't be necessary to put out 
as many bills. 

ne said \\e should s tar t at a hundred million a week 
'1110 aee wnat happened. 

h . .. i. JR: Have you men looked into this tlung of no t 
i ssuing any more bi g bills? 
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,,1.\. BELL: Bi g currency bills? V.e did sometime 
a~o nnd came to t he cond. usion that probably we had 
lette r• leave the currency alone during these times • 

• : . · .. rh : Then why should t he banks give out anything 
abo ve a twenty dollar bill? 

:., . Di':U.: Probably aren ' t needed for circulation 
pur·roses , but I just hesitate to do anything with the 
currenc, at this time when apparently some people are 
.i ltery. 'fney are hoardinJ it. 

I an havinz this done - which I ,,an t to disc ~ss 
1 • th you sorde day - seeing " hat ,;e can do about drawing 
ne1, ouitns for currency. ~.e have been tol d that th~re 
is a lot of coun'terfe i t currency t hrouehou t the world, 
"nd as soon as the war is over, rBaybe v.e can change our 
v.t.ol e currency and put out new currency and let t he 
other con1e in and be r etired i nunedl ately . 

:i .. : .. rR: I t ell you what you mteht do . Supposing 
v.e spent a couple of t housand dollars, t hat is all it 
·;.or l d cost, and .; ive Lr . Lickert 11 j ob o.f t es t ing this 
a a o.f \'>iry neople· hoa rd, and so fo rth; then t his idea 
of •; at <Oul d be the r eaction of the people if the banks 

i tin ' t issue anv mo re than a twent y dollar bill. I 
v" tr. like to have Dr . Li cKer t do a little soMethi ny" -
:t v.oul fln ' t cost ao~e than a couple of thousand dol ars . 

.... . REI L: I 81!1 a little afraid of it . uf course , 
,ou cnn' t :mow r,ho is hoarding . . 

•• . . :. J h: Let 's have him do it . It 11ill cost, at the 
~~a t , .five thousand dollars . You will have the answer 
.. ithin a month. 

~ou >now who he i s? 

.,'Jt. A !iLL: Sure . 

•.• !: . Jn: tlnd t hese r eports don' t 6e t out . 
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~ .. I.AAS: That is the only thi ng I ;·,ould be afraid 
of . 

Lt ... BELL: I am not scared of the r eport , but tal k­
ln .. lo people about hoard ing, und so forth--

'' ' .. 1" : The kind of people he talka to don • t give 
il out . The~· don ' t know r.ho he is, anyr,ay . I 1\'ould 
•·cally like it. 

!. ,, , J.li,['(:W: iie ms had a lot of trouble in trying 
lo find out 1\Lat kind of currency people have had in 
tl.c su••vep he has tried . '!hey are ve1•y toucblabout it . 
:'he,. 1.on' t add t t hey have any. 

a . '. ,JR : •·hat I r.ant to t;et is the react i on if you 
c~n ' t let any more than t1•enty dollar bills .;o out . 

,•, .. "''A.:>: 1'lio se fellows he talks lo don ' t want any­
Lh in;. . '.'/e!l , t l.a t 1.oul d be all rir,ht, too; b tey are 
llnc.< mn rket peopl e . 

l.. .. n.: 1 v.ou l d like an answe1· by Tuesdny. You 
r. llou thin~ i t ove.r, \.ill you'! 

.. ,\. 6-LL: O. r, . 
:.-

.... J .. : 1\ow, T<hile I a::~ on t .. at , I rant you to do 
•.• elhin for c e (Ti ckton) . I vart you - 1eorLt , you had 
let tel' liste! , too - I don 't know 1 ... ich one of t hese 
1 oys, tut one o!· the tv.o - I r.ant , nn Proc•trecent , t o 
<!.l in reve- rse -r.nat v.e used to do tohen ve tried to ,,et 
l~ois stuff ou t . I vant up here , v.ool , or moto rcycles, 
~ ~· \',uat.ever it is, ".lt such-and- such a date the Procure­
... en t Division ,-as noti fied by the \'.ar DepBI' tmen t that 
lite v.anted them to sell five thousand mo torcycles ." 
The~, eve,·y .:oaturday n i~ht I \oall t PrOC1.H'Omen t to ei ve you 
11 I'eport of hov. many they have sold or how far they have 
:lt'o r•cssed. There wiU be var lous otn.;es , s t ubes of 
' ' inv fo r bids , receivine b i ds - and give them n cut ­
off dn te as of Sa turclay, and I l'.ill ~i ve you until 
7.cclne sdaJ to c;i ve me a r eport - ever~ 'it ednesday · 
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~:1 .. TI C.KTON : Yes, sir. 

r. . . Jh: 1 am •~re they have no t hing like that in 
p,. c•• remen t , but I v.ant to be kept poted every Wednesday 
eve t'j it£1A until the thing ls closed out. 

..•.• TI<K~~N : Yes , sir • 

... .• 'h : Let Sullivan know you are coini; it , but 
T ,, t! t it done . 

• ... ·.!.L: John has been working on a reporting 
3, sto ao1.n t h.re. They have no report of sales in the 
.icld. ..e nas tolci them they han t o ge t that • 

... ... ·'h : I v.ill put Geor.;e' s boys on . 

... .. bLLL: '·•e a re putting h.o accountants do"n there 
l .. ·o ovct· the v.hole account inE s~ stem. 

1 . .. , ,IJt : \,ill ,rou tell Sullivun l•l•at you are do i ng, 
nnt I l'.ould like it stat•ted r it:;h t away . 'rhen it can be 
d t·cuhted around and we can see how fast they can move . 
l • ~n · t tnink it is ~;ettin., into operation rapioly. 
' ius t •·.an hd to .;et t hat off my chest • 

.u: I 3l so this bill bus:nesa . I am sorry to inter­
,. !' t · 

;o anead . ••nt re are v-e? 

. ,, , !'-rl.L: ':'hat is about as .fa t• as we have r;one on 
t..e tlll pro ·ram. t.ow, I dvn ' t kno" ~11\ether you ha ve 
.ad u chance " to read the mernorandum • 

. : •• JI( : I l•aven' t • 

..... BF.LL: 11tere are two other memoranda . 

... ' . Jn: I have spent taost of ycshrday tryin!; to 
_e t .,ou felloi'>S a bottle of liquor at a reasonable price . 
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. .•• H U. : You can save your eff ort as far as I 
·11 .• c 1nccslncd. 

Tuc 1•e a1•e hlo othe1• memora 11da : Ono is '.'•es' memoran­
du,, ou lh~ sour ces of iunds; tln <l one i s Sid ' a memorandum 
cr l1.o l os t dr i ve ana the next dr i ve . 

J •• JU: \,1ti ch shoul d .l do next? 

. J.llli : are you (Tickton) prenared to talk? 

... ':'IUI.T '• : Sure. 

•·.. . .iulli ; To seve the !:>ecretary r eading twent y 
~~ts 01· so, can you .;ive t he .history? 

, ... "l t. R•:. ; •.i&ht . 

l.eil , t he IMDlOJ'andum t l a t henr~ hau ~ive n you talks 
ul 011l l VJenty- t wo "til lion doll ars of bun k bOI'I'Ov•ing thi s 
ealcncla!• year . That rnemo••andum i s based on the assumption 
l11a t t he Fift h and Sixt h l1ar Loans t·.hich r;e ass ume will 
1 e in th is calendaJ• year , wi ll folio11 t he pat te1•n of 
the rot r th \.a1· Loan and will prod t• ce, therefore , some-
' J :n..; in the nei.;hbor hood of seve1Jteen billion dollars . 

T11B t nssu1:1es that you r.ould ;:et about t he same 
, ropo1·ti on of t he funds t he. t ar e availabl e from the saJte 
class of invt s tor s . You ge t aLout f ive ancl a half til­
lion ir<'u individllais , let ' s say; about tr ree bi llions 
' r~:11 lnsu1•ance companies enci mutual savi nzs banks; and 
l .. e b•.lance fi•c::c COrfOra lions . 

Tne t11enty- tv;o billion doilar fie;ure for bank borrow­
in.., \',ouli be ouitc a shock t o people in the market, for 
in3lance , because t here has been some .,ene t•a l f eeling, 
l'.!l .out t oo very close exuminali on of the fi ,;ures , t hat 
lhc "81' Loan dl'i ves are -oing t o be capable of" providin~ 
al 1 th£ money that the Treasury will need and t here r:on t 
l e any very substantial amount of bnnk borroVIin,;: . Some 
of lhe r>eo~le U.at Lave l ooked at t he figures ve1·y 
casually, JUs t say t he bank borro11i ng is finished for t he 
duration. 
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I 1·.as reading Standard and Poors bonn letter yes­
ti. J•day, v.hlch made that particular stat ement - "for the 
curntion, bank bor•ro>.ing is more 01• l ess finished -
ot· V• l'J 81<19.11 proportions . " 

The i'\.:;m•e is so large that it r equires us to hke 
a t·atuer care ful look at t he non-bank borrowing progre.m 
l• •, lc••mine ;,Letl.er• anyth i nt: can be done or should be 

ne ,at this t ime to so adjus t it that maybe you can 
~e t sn!'l~ ~:~cor•e money out of it. 

cefore doinv that , it miobt be easier to t ake a 
1 .:c at l he rourth ~·iar Loan anc the techn i ques that ...e 
1.ed in t hat Loan. 

" · '..'!( : I haven ' t read the Li ckert r eport • 

.... .. Tl'..7':'Ct! : The Lickert r tport - I can cover 
t .. at rathe r qu i ckly frow r.l.at Ted told rae abcut it. 
I hnve11 ' t seen it ye t . 

H.::. J,,: ~.ne.t t he hell is the matter wi th these 
r cople? 

:.i. .. '!'II.·f- T(rli : The Li ckert r eoort was ~iven orally 
l ast •· nday i n !ley; York. Ted pushed Lickert in order t o 
~· t the ..;onday deadline . 

11. 'I, Jk: I hee.r it shows a .,r eat ilnprove:uent i n t he 
: i •cl e inco!!le ;;r oup. · 

~.! ... Tla<TO!i : Ted &ave u.e t l.ose l:i._hlights . The 
' r e lus ions about the Fourth War Loan--

: •. ! . Jit: It also shor.ed that throu.:;h t he L10 ving­
ric t •• r e industry r.e or.l y got one percent and haven ' t 
h• d it taken out of t ne repot•t . (LaUt: htcr• ; 

!., .. 1'I t.K':'CN : I t hink v:e cll.ll draw the conclus i ons 
p•e t ty quickly from the Lickert r eport and our obs t rva­
lions are that you really had some improvement on plant 

161 

Regraded Unclassified



- 8 -

c,nvasuPs and improvement on house-to-house canvasses • . 
I r:!dn' t ~noVI about the movie industry, but our observa­
ll ons l.ad been t hat th~y didn ' t show many sales . lie 
v.eren ' t at a loss t o f ind out how much the movi e indus-
t J•y sold, because tht re wasn't any evidez.ce of a great 
b,r ,•oveJ:.en t . 11ut at any ,•ate , t he pl ant canvass opera­
~· on Jo ld . 

\.'lle o: the excuses fo r the reason that the E Bonds 
_oveo so slody at the be.;inning, you recall, ns that 
l:.e: r.ere .;oine to be i ssued at the plants during the 
-Jsl ;:-art of the drive, azul t het•t t s no question about 
lhe !'act that a lot were issued at pl ants during the 
.ast tnree or f our days of the drive; a large pr oportion 
or the sales that ~;ere consWlCited durinc the period, 
ca.ne in t.he last ten days, and many of tl•em r.ere at the 
·lanl .i . 

TI1e house-to-house canvass was reported to be quite 
ln.p r•oved , on<' .~as h in.; t on D. C. seems to be a very bad 
exn:r.ple of in.provement . Tlu.re wasn ' t any improvement 
here . I ut newspauer stories on some of the larger cities 
like J.os An..,eles, 't.lilwaukee , az,d ~iew Or leans were very 
~ood . Tne;; were r eally doinz a house-to-house canvass . 
..>O! .. e of the other cities like Detroit and Boston--

•• " . Jrt : How about New York? 

··'• ':'I()' T.!i : ;;ew York T.as ve cy spotty. In some 
~re3 s in t;cv. Yo rk - in some particular por•tions of t!er. 
"io:· vity - tl,is ••roup under Al ;lmith really did a lot 
7f :.ork . In some

0

other parts of ioeo. Yor•k "ity they 
just <lldn ' t ..;et 8l'Ounci to those par tl Cl;1ar areas . 

t:t,, llELL: You are talking now stric tly fro:n the 
starodpoint of nouse- to-house . \iast.inaton did make 
lltei r J:. bond quota. 

1 ••I · TII.K '!UN : They did, but the re was no particular 
.• ou se-to-house canvass port ion of it. The Gove r•nllient 
canvass helped \,ashin.;ton make its l:. bond quota , which 
v.ould fall in the category of a plant oonvass . but 
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L.• r·e was no house-to-house j ob tltat waa even attempted 
h•re , in the macnitude tl.at v.as a t t empted in some of 
tnt other cities . 

no1·.ever, one of t he t hings that I might me nt i on at 
t .is stage v.as tha t many of the house- to-house can vasses 
1 i:<e :ets•oi t or !Joston were done by lloy Scouts and school 
children. 'They ?.ere not adults organized into ~roups 
to .:o Sl•ct. a job . Those two techniques T:ere improved, 
~' :testi on about it. They sold a lot of bonds. The re 
.. ( re seventy oillion pie ces altogether t~hen the fi nal 
~ccountin .· came in. Of course, seventy million - about 
rorty-ei~~t mill ion were tv.enty- f i ve dollar tonds • 

... " , Jk: How many? 

" ... TICK'J'Oi\ : i-or ty-ei ·ht million out of seventy 
rere tl· cnty-five dolle.r bori~s . ?hat, plus the fact 
'!,qt aJl .:>tates made t heir t ot al quotas , and about half 
Jf t h ~t. l--

,,, •· . ,TJ( : t..xc .. s e me . I want you to put this up 
. r·a.,hically in the r:oom there. It it looks good, we 
·, .ill h; n.: t.he press i n . Me you star ted on that? 

·"' ' TIQ; ':'vi! : !.!ost of this is up in the room, but 
: C'U• put in a fe11 atore charts • 

. Ji,: I ns t here win. t!:e li~uor peo_;-le ycste r-
.; o.nd no thin;; was the ••e . 

t .•. ':'Io..K:V:; : ne wer e told to pull every thin~ down 
out of the re . It r.es done on purpose . It is all back 
•r 3s of l as t ni;:;ht . 

That , ulus the fact that all States made t heir to tal 
1 •o lns , on a· ai out for ty - soate States mo.de thei r h Bond 
: uotas , nnd about forty- iour , includin~ t he , Dis t rict o~ 
~olu:r.b ia and horthern and Sout t.e rn t:alYfor nu made t heu 
- bona quota 'llld about tv.enty- fi ve macle their i ncividual 
1Pta . Those v.e re very fa vorable de velopmen ts for the 
dr i ve . 
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Thc ,·e a re some t Hines, however , that are unfavor­
alle ;·,hen you look at the dri ve with a critical eye , and 
1 e l'clt tha t maybe v.e r.ould do that because we had the 
info,•rnati on on t he inside to look at. 

On th~ unfavorable side there vte re a number of 
t 'n.;s that really stand out . One th.ing was tLat on 
the plan t canvasses t here is no question of the fact 
~ d tney had a lot of over-subscriptions, primarily 
l ec&'lSe a lot of bonds that l'iere sold r.ere counted 
• 3inst !fie plen t quotas, but they really didn ' t get 
.ole lecause of l he plant quotas . 

:u ol iat r \ .OI'OS, an)bady r.ho r.oula ordinarily buy a 
.end in January and Fetruary, bou.;ht t hs t particular 
1 <nc an)"'•a;, , and of course it v,as counted a.:;ains t his 
:hnt ~uota . 

t. ... . Jlt: ~ounted a5ainst? 

•• 11. 'lt.'KTON : '!'bey set up a plant quota fo r a fi rm, 
al Jut a hunc r ed dollars a man . It v.as frequently done 
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t .. at v1a:, . •ieneral !.:o tors v.itb one hundred ancl t hirty 
t '~ur.d e:n" loyees , VIOUld set up a plant ~uo ta of thirteen 
i' lion collars . tu t auyto y in "eneral J.:otor s that 

1 lo Ol'rlinnrilv buy a h.IrHket,~~''•"s ' I'IOrth ofF and 
. c~ds in January , t:.at subscr ipt ion •.ould be very 

ll'~cl, to be a lloY.ed to count au a i u t the t..irt een 
'I. ion t!olla r QUOta . o\OYI1 tecnnically, lhe thirteen 
· !len riollu i'S -v.as s~p,.osed lo be '- i:.onds , but F and 

} or.ds v.ere counted, and accordin.; to a report yes ter­
rlJ~ , other securit ies v.e re counted , t oo . 

In otl,e r words , a corporation subscripti on v;as 
counted if the individuals in the corporation didn't 
rul •t~ enough money to make the quoto:. 

H.M. JR: Vlhen I see - lin.nbl e is br i nt:ing do><n his 
k~y :ncn s Jme day tnis r.eek, and I t hink v.e ou3ht to have 
~ ll ttl · talk like t hat, in the room, nnd l r t you run 
l.traLo.;h it , 
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..... 1'1Ct(TON : All right • 

...... !JiiLL : 1ha t is contempla.tod . 

t . . ><fl( : I would like t o bo pt•esent. 

•• ••• 'T IL<.'f vi\ : 'I hat is one thin.; that happened in a 
~ ~·.ut ,u;.ny ~ase . . I o some cases they did a remarkable 
;~l ! <Ul , of co'J r se , plan t quotas II'Cre set by the State 
, .. ·.u·u•n 1.ith the plant c:anat;er . Tne) u re done pr etty 

.• tch on a l:argo.in l:asis . 'ihe plant manajl;er said, "l.';ell , 
A i. ncl rtd dollat•s a ;nan is too mucJ,," and t he 1-nail'!llan 
·' ' ~ . "\.ell, r.e ro lc like a hundred and fi fty, " so 
t.. ,. prot.11bl ;r compromised on so-ethln;; like seventy- fi ve • 
. tt \ l:c protltw was a job of tr)l n& to cotnpro:nise on a 
hnt quota t r . . i r:a s safe t n ou~h so the plant r.ould take 

i I . th~n ~o count at,ains t tloat quot a everythinG t hat 
· .. a.. Jc lJ t o an ~·t ody involved . As a. result, plant quotas 
1 OJi: .:p •t lo t of sales t .1at :n i , ht have been made at t he 
.. 1v'" theaters . 

r .. ' .Jl\ : I us just t eas inc . 

· ... -r ,. ':'J!I : I happen to t eli eve cys elf t hat the 
.c?vies di.:n • t sell very r.tan y 't.onds • 

.. • J .. : I .:een, t hey added the petroleum • 

• \ . . .. L,:) : '!he atllOS?here ,,uich ~ou need . 

.. . • J .. : I am not tryint; lo belittle t he~:~, and I 
101.1ldn • t s&:J anytJ,ing t o Ted • 

.•... 7 I~.f.TJ!l : 11HJ>t ;-;as one thi ng. 

M otne r t hing t ha t happened 1'1118 that tnese house- to­
" 1s e canvasses produced a lot of wnat I call token 
''lrcnues . The so lie l t o•· came in and said , "I am f 1•om tnt .. •tr bond ot•baniza t i on and I IWl a ~lling bonds , " and 
t .. c lnd i v ld~.<al t hat had to t alk t o him Sliid , "':.nat can 
r ct av.u ; 1. i th , as r ellr·e.en tin.: the amallestataount of 

.,., 0.: .. - i "i d7" lne. tl.u t you 'loill take and be sat al e 
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'il•e solici tor .has t v.ent y- fi ve , fifty, and one hun­
·ll'ed rlo l lat• bonds , and it tu rned ou t tnat in many cases 
1 te s lici tor· sold a t went y- f ive dollar bond to peopl e 
· .,n ~u ;ht to h'-lve ~urchased a very much lurger vol uine of 
'" · •rll ics . Tha t l S particularly the case when school 
_ : ••ken and Boy Scouts , and hed Ct•oss r.or o<e rs , and Ai t• 
,,, · d u11 .·aens r epresen t the ho:.~s e-to-hous e staff, because, 
nr·t' c·.uar ly wtth cuildr en, !OU are no t yery likely to 

ie •,ur,d:n..; t.te child a thousand dollar lor.d ;Jurci.ase r~hen 
~l :s :.tot as easy t o sa tisfy ~·our consc ience and 
:1 •Jurar.ces anci everytning "i t n a he_t y- fi ve dollar 

•n .. ' " .ua!ty ~ases T.e llere t ol d al•out t ne fact that 
t .c nin j ob r~as t o s ell a h•'6C nWtlher of bonds , and a 
t-ent. - 11 ve dolla r piece satisfied t l:c t·equire:aen t s . 

· .• e 1.ade a lot of pro.;r ess s ince a ~car a.;o, because 
t"'" l'.c d i on ' t e:mvass theJe peor l e . This year we have 
caJ, Vu .;.H d tne people o.nd ha ve a lOt ol' t oken subscr ip-
ti '"" • 

. .. ... . !1 : hu r.now, t\10 thin~: s thnl I Have been 
ver, ketn a bou t - one is l ilt: house- to- house ca .. vass, and 
' .. e otll<. t' one i s pl ant quotas . 

.. ':' ! ;;·-:- ;: : Tnose t>IO t hin.;s ha ve Leen oone. 

·.. ..'!. : ! r.eve haci my t r o.tbles . 

.• ~"" ! V,.':'v:· : In the t.ay ) OU have sta t·ted out they 
n.c 1 uelt done, but " s on a . y ._ood · C: ea t .a t st .. r t s out 

•:. 1 :a t·uilt up , el'te r you .;e t t o a certain po' nt you 
~. uave to exar.J.ne t hat t o see - v.ell , now that \,e have 

c~ V!1 J sed " <. Oole, are \',e oin.; to ta~ e h en ty- f i ve 
coHaru us' lioe 8Uiot.nt tt at "c a re anxious Lo .,et f rom 
l •. >se r at•ti cular people . Those are two i:npo~tant th i ngs 
l .. ,. l happened . 

L :.. . J r.: '-o.n I just intu•rupt one second? I wi sh 
t .at s ou.ebodJ .. e r·e - I " oul d l ove lo ha ve jus t a li t tle 
Jpo t co.eck :nade by Liekert as to how much th~ i~come 
Lax pcj~.cnt s i nte l'fe red v. itn the bond subscrl ptlons . 
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OVCI';,bod:; 11ill say 
a !nctor . 
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If you ask people thll t question , 
it did , whether or not it was actually 

I! . ': .JR: I am not asking - you people aren't very 
, ood s>1bjects for questionnaires . 

• .. . •. AA3: l:ot a good sample? 

.... ~., : t' o . if 1 asked you, I r.ouldn ' t get fi ve 
~u · oJ. six of you sayin~ you are sathfied r.ith the in­
•'· c lax lhe 1.a;; Lr . oiallup said . 

· ... ~ r ,LL: It inter~ered v. l.th the sale on the O::ri·;e, 
~·· ' ~ lcr erin.:; t.ith tl.em t his month? 

; .. ' ,J ,i : Vo!.th the dri ve. 

I •• bi:LJ.: • .. e had the lar;:~st r edcu.ption thls month 
vE 'Iavo ever had . 

: .. " . • !,,: That wnole question of redemptions--

' ... h<.Ll : hunnin6 about nine million d llars a 

.... . J .;: '•hat 1:hole thint; . If he is .;oin;; to co it 
t.e =i~ht as r.ell also ask them why the:; redeem. I r.oulon' t 

ind i v'n.:; him some nanes of p~ople v:ho b.we redeemed 
~ d let hie actually call on t hem. I think - ;:ive him 
• • .ousand n~es of people ll10 ,·e~cemed and le t him call 
nn lh tn. 

1: ... !'ILKTON: He did a job like that about November . 

1 .. . . JJt: I don ' t say t ha t that is the ans'!'er , bu~ I 
~an ' t r;o ou t t o the f i el d, and lhc next best tlang to 1t 
i~ lo ltnve a man like Ll.ckert and .;i ve him a thousand 
pco~lc and le t him go and call on tht.m. I don ' t think 
ne nu to .;o to forty - eight States, eitt~er . 
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·'• br.LL: Are you pre t ty well satisfied n i th the 
.• il nin.; ton quick check, early in December ? 

.l .. J!i: Someth ing like it, yes . 

l' ... BELL : J<t which Ft• ed :inlth go t information 
ind icatinl) they were cashing them .Cor sickness and in­
co .. ~e tax payments, C.hr istmas buyinc, and so fot· t h? 

.... •:, : Yes . I mean it just gives you a feel. I 
ri n' l say I have to ~o into the forty-eight .>tates, but 
it' ;,ou rene:ber, ,,e haci a pec~.<liar thin., in Lon4 Island. 
'·•"· ~ r.ns one . ost office and t 1ey cot a lot or bonds • 
.. ~ sc:1l so .• ebody there t o ;;et the eX"Olanat ion. If 
l ic<crt r.ou ld say he was - I ...ould llke a qui ck check 
on lhis ;>resent r edemption situation . 

• J. l! ·.LL: I don' t th ink the '.,il.Jlin.::ton thing 
Ja i~Ilv d you completely, but I think it mace you feel 
i e t le r that rou found so many of them were casning them 
l ecause of s1ckn ess . 
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,, • . Jh : I v.ou l d like a quick chec.t no?~, next "eek -
'"·hY are these people cashing them, and then , dependine 
Ujon lna t ans•t.e r , ;rou cun •ay ~<he ther you v.ill extend 
' .... 0 1· not . but as I say, I · .. oul d like it . .-nd brio;; 
,•,i.tu into the picture at tht ri ,;ht time • 

..•.. :'Ic:.,:v:;: l'iell , t ha t us t he second thin,;. 

id~ . Jn.: But I a. .. not -o ing t o f->llow it up, Dan . 
: qll leaving t he res~onsiH!ity 1.ith ~·ou . Tr.o tnings : 
: .. - question of rede.~;ptions , and I v.ant also the ques­
li~n oi 1.hy people didn 't buy more - ho~. l:luch inc ();ile 
'ux p"yJ .• cnts i nterfc t•ed r. ith people purchasing bor.ds 
QU I'111t. t)Je or l ve, 

t,,., Till-Tv!. : That 11as the f1t•st of Lv.o t hings . 
The plant quotas l'.ere too low, and the ~,o~ose -to -hOuse 
cunvass produced a nua~er oi t oken puronases . 
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'l ho. tuird thing we ran into 11ns that corpora tions, 
L:.ia t ime as 1·.ell as last, did quite a bl t of switching . 
Tho n._ures that we now have indicate tha t sVIitchlng 
1.us j •Jst about the s:une magnitude during the ~·ourth 
L1•i vc as it us dur ing the 1'hird, and that the volume of 
lan. t:orro'rl i ng was j ust a trifle loss - a couple of 
I.lOO red .n: l!ion dol!ars less - this dr i ve tloan l ast . 

'rnere 'r\asn ' t an;y ridcn.:; of the same :nagnitude as 
oc- ~ll'ed aur in~ the 'lhird Lri ve, but t ha t was because 
... J~ ~ ot' ti•C l arge corporati ons no\\ involved, and indi­
vic nls ~.110 felt u.ey hsd t o tl&ke substantial purchases , 
,., .• a ve a volume of !Tove t'llment securities tl.at the;; can 

Jl' i lclt out of any t i me the:, ha ve to bu;,t so.ne nev. sec!:rities • 

.. . • .t1: Di d we ever decide to open this thing for 
ins..u•ancc companies between drives? 

i':t. flr.l.L : No, we decided not t o do lt , but I think 
lr. the n~xt d.·i ve we ought to .; tve serious thought to 
nllov;i n.; oe fe rred pa~1nents . 

~•· '!'l~i,'fvJ, : As a net res tlt of t hese three thin.;s , 
~ ,..r. !'•t·c~ases , small contributions on plant quot e s , ani> 
C;)t•. o.·nte s11ilching , t he fi ~;ure s tuat we nor1 have on 
tr. . aai~ of .. ~ s · :.~urces of Fund s t udy, l ead to t ;te 
c•r,d.;~;. on that Y.e are doinL l ess r.ell i n absot•b ing 
'1. :unds ~v~ilat le om• in;; the recent ~eriods t h:111 tie 
. • r. a JC&r avo . "'ll'inz tne P< l' i od fo r t he :>eccnd i.~r 
I J.r. , .:o .• exc.::;ple, eniiin;; .. ay J , 1:!43, r.e absorbed suty­
ll ve Pel'cer.t of i ncH vidual neVI sav Jibs available . In 
• .c ~;, r l od en di n.:; Octo be: 16, f ollor. in!; the Third .. e: 
Lcu:1 , l1.11t r e t·centage ,,as sixt~ pr rce ~ t . In the pe1·1od 
•rociint; rebruary ~9 , that pet•cen t ag~ ls fi fty percet t •. 
'. 11 t ls inai v iduals . For corpornb ons the retro{:ress1on 
i n aroul u .e same; seven ty percent a y-ear a •o, slxty­
•lloe ne x•cent endinb the " ~\ir•d l1ar Loan , ano 'i'orty-four 

HCcn l en din 1-.ilh the rour th ~>ar Loan . 
' v 

b •• J!t: 1uat is not ve t'Y good. 
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.... . TIC'.<T<Af : It is accounted for, as far as cor ­
orali ns a•·e concernerl, by tne fact t w t they a re abl e 

'to .,,n.<c uree pur chases but switch out of t il em afte r -
r uJ•ds Ol' befot•e . .fndi vicuals at·e buyint, Ji<l8ll aa.ounts 

.t.n ' ·" Jnou l d be .;e ttino; lurt;e a:nounts f rom tuese 
.•u•lic lu l' people • 

. , ,,,: ii , F, and G :ou nave to hol d sixty days • 

.. 1 :u : E !Iones you hold sixtJ i'o.ys , sncl F and 
.o~ hold sir. conths . , 

·: . Ia : I l',i s t. ;~ou reople r.O'Jld ~;i ve consicieration 
~~ s 1n_. w bonds so , ~ r;ould have t o h?l d t hem six 

n • ... • 

... .. LI .. ;;~~. : So many people nove t hem 1101'1 t t.a t they 
""'' ""11 - S"J.le of the ol d ones • 

... . Jrt : I ~now, but like evc t•ytliing else, you have 
lo sbl't so~.etime . I wish you r.ould .;ive' it serious 
...:' r.3 · clt-t·a t ion . 

··" 'Lll.: You can ' t ~.,on.;e the ou tstandint; , that 
: s c · trary - tvert"·- ei.;:1t billion dollars ' Yrorth of 
~ e , :·ou • .. her. .. 

' 1 t b • · t · no .. . . .. . : <>U e;;1nt.1n~ any 1.11oe r. 
, • l' ' \ t~ .1.,l i ~ .. ~:r. SlX ~lOiltl&S . 

t hat ;. 01. _:e., e 

-·" LI: rd., : In these percenia..,es ou imli vi uals 
.l '·'llt:oned, I t hink it is intct•es lin.; to exa.dne 

1 < 1 if 'ou t r.i:e E Bonds separatel;t fror. the otl>er 
tcu r ilies . For ind: v:duals , t he amoun t of "' i'londs 

. lcl> •·I so r bed indivi dual savi n~>s t•an t ~ t hirty-nine 

. rccn t consis tcr.tly u l the way air!oo J~r, uory , 1943 . 
·< !.ave e,ot tPt> hi,;hn sal es , but reco. pllons t.ave .;on e 

.• ~ . ann the net result is tlia l v.e hnven ' l ..;ulned on 
- ' !: mns ut all in absorb in.; in~ivid~:als ' funds;. th i r~;;­

it.e , tUrty- nine , thirty- nine, llu·cu.;h thl'ee f 1nanc1ng 
tl'iocs . 
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• 

1nt· lar;;e r eduction t.as come in other bonds v. t.ere 
.. d abso t•!)tion has dt•opped frou tr.ent;,- six perceLt in 
•. aua:-~ to •t:> t•il lest ~ear, to twenty-one llercen t in 

: to vctoler, r.nd eleven o~rceLt in October throu~h 
oi r·l~tU'Y . ~ 

0 

.. o:., I tl•ink l ll'J t r.e ce.n explain a ra•·t of tLa t b{ 
L.< ract tha t in the earlier ' .. ar 4an dr 1 ves some peop e 
,., t•e '·l lin:; t o take some of th~ fun cis that they had 
~c. -rwlnled and 1·.ere non-accruing funds , uno put them 
ir.io }ovel'n:lltnt sect rities, urci 'rlnen the• ou t tftem in, 
t ~ t 1.as the en<! of it. • · 

out n.eanr.hile, othtt• peopl e had been building up 
1 .• ';;e cttsh ~·al at oes in cur r ency ana demand doposi ts , anc 

n' t s<e:n to ,.ant to put theo i nto Govei'Oment •ecurities, 
r - e t~r ' t l.~ve the technique fo r .:et tin;; thee. <>ut 

· a .ny e ve nt , the dec.and derosi ts on lht cur• rency keep 
••. oo tin..; up . \,e he!' fi .,ht\nr; , h t the redemptions 
r'fset pu•t of the fibht v.e u.ade , a.nd out• net cain is 

r•·lly :n rtvcrse l1t re • 

... , ;;.: I tl.ink re ou,;ht to rresent t hat to the 
•. ' r• !·inr.r.ce t;ommi ttee very, vet•y fo rcefully. 

'"" H li:':UI : "ell , I have tried 
~n .• nts over to Teo trot. u .. c to ti~:~c . 

••• Jtr.cr point v.i lol ,•esrect to - &ond 
: u,•t iuulo l' tl: .. e. 

to gel t J.ese 
I ctigl. t . ..ak e 

ari ve tr,i s 

TL< re has l:eer• quite a bit of enthusiasm, ns you 
• DO\. --

..... bLLL: \1e are ce t•tainly not get ting these new 
oecos i ts . ..hoevcr eets this money afte r it turns ovel' -
I ua ve !.ad a nur..be r of people tell rne lhat "!don ' t 
uor. v.r.at I am ~oinc to use for your bonds in the fut~ore , 

r tca•Jsc ) ou have rcy bank l.alance oov.n to a lo" el.b." A 

n lt,tt t' oi people ha~e saio that . bu t the ielloM gt ttin._ 

li e ne1·: de r oslts are not oo1ning i n . 
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: .. . . JJ .: Let me ~ive you an example, not to be 
'"' c~ted . I v.as wal klng dov.n and ane t the Chief Jus t i ce • 
.. c sa~d to t•.e , "I have a number of bond subscript i ons 
•t. 1 •• cd l..i'OSS . I told my wife if we do any more I 
,.· 11 tw ve to .;o into my capital." 

I said, "Do you really moan t hat?" 

·• .. ell , " he said, \:::ore or less. 11 

. . ~:J.L : .••. at did he :r.ean, capital? 'The sale of 
:.... s< c u•i ties? 

...• h : I didn ' t ask. 

•- ·· l:-ll : I na ve hac a nu.nbe r of people tdl me 
.. ~t ti.e •rcasury nas drav.n do1-.n lhei r cash l alances 

l lhc point v.:~c re it can ' t go ru1y lov.er. I f they are 
_o<n.,. to Lc14• securities they have either to sell ot her 
.<~CIU' i tles or bor·row money • 

• t . :: . oh: Sot.ebocy he.s then, but v.h~1·e? 

.... l<E.LL: \te are not ;;etting tho fellow v.ho is 
_oH'n.:; tltc bala:~cc . ~<ew detosits , so:.Je•.hcre . 

.. .. c" : Tna t is a question of ao:.ebody .,o:n~; out 
· :: 'he !' elci end di.egin&· An'; aone)' •~e ca1. spend on 

,[ . ~ r ont , ; roo tl,}' stenC.point , is the test QODej "e 
• ·.ve scent . Five nunc red t:.oJsand dolla•·s I s~e they 
.re oln · lo s~end for t·adio ti.:Je anci thin.;s . If tr.ey 
.-end te~ Oel'celll OD tnis it I.OU l C he t;;UCQ better . 
:'heir schecule calls fo r• five huno l'<d thousand dollars . 

·.: : • .!lt : 'i•e - \,'ar oonds . I ~tenn , v;her•e is the money? 
.. ~o •. us .;ot it? 

..... L.Gma:.: •h t study they killed on the Jiill last 
.ear• 1\0,tlc have told us s on:ethin ; . 
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... • ,J " : Yiell , l e t ' s ge t it some way. ::iomebody -
I' ·•' liiO I' it is tl!e insurance cornpnnies - t hat group 
Ju:ul d spend a little money to find out 11here it is. 
: ,,, re i o certainly somebody ln the whol e Un ited ::itates 
' · ~ lt ahoul d be the Treasury, that can fi nd out r.here' 
t. .is money is • 

•.•• ':IlX':'ON: One of the things that is very clear 
in com ection \\ilh t h1 s v.hole dri ve t echnique up to nO'II' 
,,_s l een that there nes been no real exacU.nalion of the 

1. 1CCOWits lo deterllline 1·.ho has tilem. 

~ - .. J .~: 
1 R ·s are • 

They keep tellin.:; tile how ,,~ncierful the 

...... TlU'. 'll:l" : I mean a red per sonal examination • 
. · I' i autunce, I us talkin.; 1. i th the Dis tr let of Columbia 
. <or l e lne ot he r day. They said lt.nt a.aybc the ::iecond 
: al onnl uas tried t o eet sc•me money by l ookint; over 
ll •elr· ~ ·m~ account s . !Jut they nt•c certain none of the 

' I I I' banks have d< ne anything vet•y substaJJtial. They 
,>on ' l I< IIOI'• who ov;ns their de?Osits at.d don ' l care vei'J' 
.nuch . 

.. . · .J rt: In .:ew Yc.r> l.i ty they say they certainly 
~o lht•ou~it them. 

'1 •• i:~LL : In the 'Third , bol: Hemio11 tuned over 
c l en l:st o~ u&!les irom his ben.> t o the vo=ittee . 

,.. :1 vi'TJi: : Thty rl i()n ' t do llad in the Fourth. 

,., , b J,L: t.e rtain people he woul dn' t turn over, but 
"" :.ad 1ai~ or.n peopl e i n t he hank solicit them. 

' a1. ':'Il.l'K•li: The net conclusion of this t ype of 
Malysis is that M are fllirly certain ,·,hnt the ~roblem 
is , l.t. t 1-.e aa•en• t too sure of vhat t he solution l J . 
:- .. ~ rc is a wide varie t y of thines that veople have tol d 
us al:out, that ou..;ht to be done, tnat m~.;~·t be d on ~. 
r.vo!'y one of them ln,olves a policy declSlOD that 1 s 
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noL easy to utake , because anything that you oo to in-
o l'• ~se sales to non-banking pur chucrs involves increas­
in., tl.c pressu1•e on t nose persons in one way or another. 

'ovr , I hnve listed altogeth~r e. half dozen major 
• , < stions th~ t v.e have had from dl ffe a•ent people about 
tl.•( Lhc·~ th:n.c ou._ht to be done . !;ome of them you 
~.on ' L like ; soroe of them you mi:;ht. So I can run throuJl 
llo , if ~·ou have time • 

• J .i: Go ahead. (To bell) Is he still on the 
1 earo? 

,, , .b I.L: Very much on the beam • 

... :r ... ;;7JH : I am follorrin~; the n:emorandum so I 
.. ;n •cep on th, beam • 

• oitli re~pect to individuals , there aJ•e four thin~;s 
t..a l ,,uve been r rought as majoo• su.; .~stions that have 
. Js$ lhilit ies . vne is to have lnd tstr•y quotas t i.at 
t ould cut ac!'Oss St ate lines. That is fo r industries -
.to l like t he mo vie industry, v.hieh sets its ov;n quota, 
I J l ilod stry quotas t hat we \\Ould set on a national 
level, !'laj te for tl.e automobile industry, OJ' the steel 
ind·ostry . There are d ii'ficulties, it is ob·;ious , but 
tl.<se quotas 1.oulo cut across :.tate lines and r:~ld be 
ana~ec b7 the incustry people, and t nose industr) 

, o:;:le r.ould suboi \ide the quotas B-"'Ont, the various 
i l':tS so tnat , sa~ , for the auto:~.otile industry, Gene1•al 
otors 1.0\. l clt ' t taKe a thirteen million dollar quo ta 

l•cu~se it han· ened t'o lliUltiply ou t by one uundred and 
tl.I I·l.l thousan~ men, by a hundred dollars. '1llat ~i1;ht 
not be tltc fair quota if you have an eye on the f 1gure 
for individuals . That is relatively hidher t han we 
hove done up to now. 
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I knol\ , t ulking l',i. th Isbey, the;r sat down v1ith 
ienernl Motors and said, "ll.~;et can you take? We are 
Lry in.; to sell an extra hunrl red dollar bond to every man." 

'i'hcy said, "O. K., a hund1•ed dollars . Tha t is our 
uota. 11 

Regraded Unclassified



- 21 -

This Industry Committee v.oul d be to l d that the total 
:uo la fo r· the automobile industry ~ou!d be a hundred 
... illi~n dollnrs . 

rt •. , ,I tt : lo!ay I say t hat v.hen we .fir s t started ou t 
r \',an ted to t10 it by i ndust ries? 

..• iv,A;; : I just reminded ->id of that . 

,, , t! . Jl\: Am I correc t , tha t I r.anted one for each 
indust ry? 

.. . ':'l!.l:T ... :; : ?hat is right . This is different 
1 r~u the one you or i g;inally l<anted . This would be supe r­
i , ~sed on Stl\te quotas . 

1.. • " " : In those days , 11ha t I was thinkine of -
• o 1 su~ tl e steel indtts t ry - you have so much contract, 
on nuch lottsl ness , so many 11 0rlonen - \le lonk to the steel 
i 11cl 1: I r·y to p r•orluce so much . 

Tt.a t .:oes way bacK before <oe had State or.;anizations . 

• '•· Tit:('!' ··r:: This differs in tnat it v.ould be 
s r;cl'ir.t'>Osed so you would get tne advanta.,e of having 
<l ' t ·er•en t .:;ro>.rs of fellows all lr; in ~ to 00 a job, SQ 
l '\l in t e ll.,_;regate you ITOUl d )-,ave ! .. Ore people T.Ork~ng 
nn :, our <1 :-i vo and each, if r.e made his ?\\o .;oal , 1 oula 

c t'Ol' • ou a r elatively hi.;her total coal. 

.. • •. r: Is this tne one you t il ink I r.on ' t like? 

! ... . TI..:i'':'l,li : I am c;i vi n~, the!!i to you in the order 
I tld nr l-OU "i 11 like best . 

l'l .. bEll. : Should have done it the other way. 

~-~•t. 'J'ICKM : H1·. Bell, I migh t end up by only 
~ellint; to numbe!' one. '!'he other day--

! ... . Jh : I r.ouldn ' t hesitate on t his t to ing pro vided 
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l•.at tl.e industr ie s were so or;;a riztd that you co~tld 
\nc1ude tne unions , because in ~tccl it v,ould be eas;y 
for t ne GIO; some of the ot hers tt Muldn ' t be so eas;y . 

... .. "Ii..I.':ON: It v.ould also cause prob1elllll with 
wl ule or;;anizations because some State organizations 
" •uldn ' t tie in so v.en . But tl,at is a probleca . 

. • , ., ,. : 'i'ilat t1ouldn ' t be nent•ly so cl i f ficult as 
l.ae 111localio. of some of tne J'unds . 

;::.J.L: ·•Orked ve;oy r.ell !ast lloe in a fer. 

• • .. h : "o !l'\ead . You will .:et some assistance 
:1e ~n that . 

•• TI ; ;';\,;·: The second one I am not so sure abou t 
teen wu it is a t i cklish nrob!em, and t ha t is the 

:Jlal Lialuncnt of local Subscription J!evh r. Commit tees 
1. i<:J, t·.oulo l.>ok over the nppll.ca.lions a•ecei'led and 
,.ccide i n thei r otm mind wnethc r the OliiOunts aa·e too 
J,."ll , .l!ld if tJ.e;r are too s;nall, t\Oul d tl'j' to send 
l1.c 3ahs·llfln 1 ack to get an aoditionnl amount . 

.. >Ubscription • ..eview Cor.mlttees have betn used , say, 
ir Iot.a , '·"H'4"~:· nave ta~en cverj• ~arm and ilecided 
L•t a farCI o! his size 1u;;ht to produce a subscription 
~J ~o mucn ;noney. Hten they dldn ' t Pet a subscription 
lf •. at ncoURt 01 money, they sent lne fe!!o~ back • 

... ! , ;J,: 1lll ri;;ht , if you can ..,e t &\tay with it. 

.•• 'hr. TO: : 'fhe nr•oblem is thAt this may be a 
~ad t1c-.e to start up subscription ,.eview ~oacittees , 
lott it is s omething t hat has been talked about on a 
n·u,!·c r• of occasions , for· t his reason . The average 
fc llol'l docsn ' t know hov, much the Govcrncent v.ants him 
l n ":Jt in ' .• ar• bonds . \llten JOU say to put e ve t•ything 
,ou can afford , put everything you have, it doesn't 
tie OO\\n t he figure t o him in his mind . 
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ro r exa,r.ple, if he 11as five hund r ed dollars i n the 
1.1~ , he m~~ th ink that is some reserve he oue;ht to 

.• ave. ~e doesr• ' t r ealize t nat the ~overnment wants 

.• lm lo take the five hunored dollars in the bank and put 
i l in <ll vHn:'lent securities . 

People in :nay be s ' :ne hlc;ner inco:ne bracket - the,·e 
i • , 1 l c . s· •1ehod;; nho. has money in a bro'~e rage; he rn : .;ht 

v, • • ~ mves t t.1:1 t SlX months fro.n nov., but in the 
ar.t · .Je t.e \".ill 'teep it in the bro'<cra.:;e account. 

·' ! , .. e 6re after a .;reat t:lllny ot t h03e f unds, 
·. : if te::l?orary funds , because for every dollar >.e 

.d o tc.1:orary I'u:1ds fro:~ s '>,e non- l>andn& investor, 
•: e "•ls t.·one that lon6 that e<Jme do~!ar we r.ou ld ba ve 
t l Ol'l'OV• from a bank; to the extent r.e u nt to r educe 
·r.~ .,, k boi•r•ov.;.n,;, we nave to;;~ a f ter every possibility. 

" 1l•acripUon Jtevier. t:orUI.t ttces have to operate on 
local level. 

r .. . ,t: I.;on ' t spe l!d t oo much tl1ue on tt at . 

,,, TI . ..l.T~'. : Tne t hird one l~ tnat l".e wit;u t unaer­
' • e u pr•:>t; rau of vi.;orously advoca tin.; 1\ithdl'a\·,al of 
! .n~: l•~arcc s . i .e haven ' t done b .lt. t up t o nov .. Peo; le 
·'"' ··~\tee al t a national pro.;ra.u. ..e nave no national 
•, l ra..1 on t.1at. It r. oul c ~ean sell in.; t he bar..c r•s 
l!' ( .~ c unt1·v t he idea t hat it is .;ood for them if 
··o•le t,<e thei r coney out of checkln; accounts and put 
lt ln J>vern::.ent securities. 

"'c American Banker s Association t;c ~no;uic Com..Uttee 
.we h!.<ed ahout that a year a.;o, but there are fi~tee~ 
( .0 tsand bankers involved and ffiBjbe they \',Oill dn ° t like 1 t • 

11 . : • • Jn: bu rges s will be for t hat. 

~ .... . liAAS : AAd Bt-uere. 

~h. 'l'ILiC'TO;, : !.:any of the lead in& fel!ows voill , bu t 
3 1~.1 •. 1 lot of s.Jall baal<er s r ho l'louldn ' t. 
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is only t o lhe extent of t he in t erest. Let ' s 1ust take 
i l und fi "ure out - you do thls t hlng, and it u a 
;ovct'n'ltent l ottery, and so fo rth. 1 don't kno1·. how 
l :.ose thin.:;s l'lork, but I know t he G~vernment gets its 
c 1 1

• 

:.', ,. E:J L: Senior-az e . 

.. . • ~!\: But you Muld give the fellows a-oproxi ­
-~tcl; - l =ean less t~e expense, l'lh1ch ~ouldn1 t be 
'"'• hi_h - ve t•y close to b o and a half dollars' r;orth o: i olct•est in a lottery • 

.• . kz:.l~ : 11e nave a .,ood lolter:.r scheme worked 
~~t . if . ou Vl&nt one. 

... • J .• : 
c .. oice of tlte 
l ot te•·. bond . 
uor.ount of the 

But t his ' is different. They have the 
two, and everybody in \uss i a takes the 
It is only GO Od to the extent of t he 

in t er est. 

: ~ •• THKTo:· : I s that a lo tterl' eve ry year, or 
Jus t onc e? 

· •.• ,M.LL: For eacn drive , I sup; ose ; for each 
sel'i as 01 bonds . 

! .. ':'It:r.':';A; : ·.·.ant t hem l o •. eep t he thousar.d dollar 
: .·inciple . Tne probler- is, after the;y pass the lottery 
· • .at <h the;,• do'! 3e_1 the bond out , or hold the bond 

'o t• a otl.et• lottery? 

• ... .. h .• AS: You nad one, !ient•y. 

~.i •. i.nJ,J'liY : One pro~osal v.e had discussed , Y.r. 
~ect•e tat•y , t hat \',Pul d be w tended not merely to sell 
1 onda , bu t al so to check redemptions , prov ided that t ne r e 
sao l d be drav.ini;, ser.liannuaHy, on all the bonds until 
tt .tJ• fino.! maturity. It Dlicht be possible. I can 
visualize a radio pro;:;ram in which the bonds which had 
Leen redeenoed, so to speak, fell into the stake, so if 
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• '" ir numbet•s were drawn, the money v.ent back to the 
T•·cauu t•y and the nuu.bers might be announced . 

11 . .. . J tt: hut the others can ' t be t•ed~emed except 
if t hq a t·e dra>~n? 

... ~ . J:.Pn"t : t!o , say you had the bonds and they 
c > tl 1e redeemed . the same Vl&y as savings bonds , but 
d.cn they v.ere reaeen.ed , instead of bein.; eliminated, 
.n1• tnt pu••;-oses of subsequent drawinzs , they •.ere kept 
:live l ut COJsidered to be the property of the State, 
~' tl.~t the Yl.ole nlll:lber of bonds, of nu;nbers of bonds, 
CJ•l_:,.ally issued v.ere included in each d1·awin;;. 

r. . •· .. ,,: If I ean• t understti.nd it a : ter b ;o 
ox; lanations, the v;orkman can ' t unoeroshnd it, either. 

· ••· • UIJ'•lY : If , ou \',ill ;::ive Dte a third tr,)' , Mr . 
:.c ct'e Las•y--

! .. . J1.: You kno\'. what hap: ens on third tries- ­

...... !ulAS: Hent·y , you sta rted oif wrong. 

~-- ;U,J'l.Y : You have a bond of the Sel"ies ;:. type , 
. t· • .>~CI'£ tat'l . In lieu of, sa) , increcont t•edcmption 
~nlue on it, cacn six montns you have a druine and 
~.1 of the p~rsons •.r.o •Uive pure! a sed a bonci have an 
• _or tunit; to participate in the prize . If lhey miss 
l .• e orize noy;, they r ave another chuce six months fran 
nor , · and ar.other ct.ance each six months until the bond 
is finally due. Tt.e bond is, in the il.eantime, receem­
utle at its or i ~,;inal sales ~r·ice . l.o,, so;ne people ~<ill 
r·cdoem tn~m . l>a> at the ena of one lear, ten percent 
of tlte bonds v:hich had been issued had been redeemed. 
Thnt me ans that on the average, ten pe 1•cent of all the 
prizes lha t at·e dr awn 11ill, instead of being distributed 
to t ond la olcers, fall i n t o t he Tr easut•y • 

! .. foi . J it: I still don't understa1,d. 
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'"" ' ..,:;J L: As a mat t er of fact , they advocated 
Littlt ti:ne and again, and tried to explain that this 
.... ,ney 1\0uld come ri~ht back into tht banks , but they 
d •1 tin ve to do some rnore on it , 

Jl , ' . Jl\: Everything you have talked of s ince you 
slar·ted b i king is a question of public relations • 

. • ·:IC'\T.'l; : All of t hese are a matter of public 
r 1ntions . 

.•. !' -..,1. : This would be much better co:~'n& f rom 
t .e ~<5 ~< !'~O!Jl e than from the Treasury. 

,,, Till. T uti: It \\Ould have to be a national pro;; ram. 

· "" fourth one has been a part ial payment plan for 
•t hi h denOrlinat ion E- type bond, possibly tied into 
Lu•' ~.limination of t he twent y- fi ve dollo.r L Bond, flllO 
c~r·ta ' nl.Y lied in with h i~;her individual quotas . lie 
'l l'C Lulkin.; about onl y E- t ype bonds in tha t connection, 
l ct;.;oe t here seems t o be no r eason v.by now, at this 
pa t·L i c ula r time, we shoul d have :na rketable secu1•ities 
• ' l d on !'O.:•tial paymen t plan • 

... ... r:,: ~.hat oo you mean by high denominational? 

-.. ~ TICKT(W : Say to.o hund1·cd and fifty dollars . 
1 • vo ceen tal~ing about a particular plan for t~o 
hur . .i.-eci and fifty dollar deno:o: inat ion; you pay one 
l.uno r~d M<i ei ~ntJ-seven , fifty for it . 

: •.• Jh: Somebody do this for me: I want to try 
tlat '''Jssian plan as I unaerstand it . I ,,i •1 use round 
fi~ut•cs . Let • s say a thousand dollar t. liond coupon -
ftS I understand , they say you can have a bond 7 has 
tld.s ever been expl ained'/ •.. with the twen ty- flVe 
d•lll at• coupon, bu t if you don ' t v.ant tho inht•est, you 
cn11 have a twenty- five dollar lottery ticket . You can 
have your choice, you see . I would like somebody -
very much in the room here - t o figure ou t - and every -
1 oO.y, practically, takes the lottery tic11et. but it 
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···•'· L:rt;DO.;.r : If you cash i n your bond and your 
nuul' l' cvmes up l a ter, you will be siok, becau.se-
.. cr e J-.V. l' nurr.be r came u.p and you wouldn ' t get the money . 

1! •• Jh: Le t me s ee if I can unoerstand it . You 
hUVe the bond and it is worth seventy- five dollars . 
'hu are not .,oin;; to let these bonds increase steadily? 

· .•. !.Lo<PHY : There are any number of variations to 
l .. r ;>la.~ . I had supnosed, for si.mpllcity, tnat the whole 
n >•1n t oi' · rote rest that r.ould be dispersed would be in 
the i'OI'IJ of the lot lery. ?nat noulan ' t be necessary, 
t,o·-~ver• . 

... . J , : to you under stand1 

•• f• . LL: ue r.ould sell the face of the bond, a 
• u~ar.d cioll::tl'S, and that is what he 1.ould sell it for . 

1'~otn < ou Jlllve a semiannual dt• awln~ r.l.ich 1·.ould represent 
L11e se.uinnnual inte,•est , i n e ffec l. Tlte people 1·.ho have 
th~ L l-oud and hold it l'.ould have an oi' por tw1ity of 
; a J•tic i paling in that semiannual clra1ung . Now, suppose 
< ou caHu in you r t hou sane dolla r bond. 

:: .. J ,'\: 10ait a minute. If you draw, and your 
!1•1 l'Cl' c •:nes up , v:hat does the l}ove••n:n~n t pay you? 

.... ~J • .Ph'Y: ... sct.edule of erizes - possibly a 
t•nnd price o: a hundred tt.ousano dollars - possibly 

" p1·ize o; only a hu.,dred oolle.J·s , i l .. au l d depend. 
!ou c..n~. li.l'st for the .;••and prize . 

.• • : . • JI1: You con' t 15e t t he face value of the bond'! 

' ,, . B:~t : r;o , the pr i·,es on l y ..;o to the intet•est. 

;.,., ;;u.ll'iiY : r.verybody 17ould liet their face value 
lac.( ut mu turity . 

J . ... JK: but I mean , you •• ave a dra11iOJ twi ce a 
~~~or--
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•-•· ilrJ.L: Jus t for• t he semiannua l inter es t . You 
1 o.ll<l have a dr al'. i ng fo t• the i nte t•est. .:.vury six months 
. o. 110 l ri lmve a dra11 .ing f or an 11moun t ag;,;r egat i n"' t he 
i nt• t>est of Lue o .tstanding -- ., 

.. . . J .. : In J.ieu· of i t'f 

, , , ; 1,\f'.:Y : 'iust i s r•i -·ht . For every million 
o .t~ rs' vol'th of b nds , you dis tr ibut e ten thousand 
•r ' Z<3 every six months . 7ha t mi.;ht be dist r ibuted--

..... -..: Let o:e put it di!ferently . :!', for a 
:~n coL us' r.orth there r.ad t een b.enty- f ive thousand 

' 11n t·s ' r.orl1. o~ in t~; rest due once a :t£ar, the re woul d 
e ll•'ve n.~usand five hundred trtce a yea r . You 

-.o ld ~: stril ~o tc pr r zes t o t he exten t o. h elve thous and 
1' v" "•ndr·ed . 

1.r nt'., , ;·ou are t oo e 1•udi te . 

:: ... ~-~ • .PHY : I thi nk t he troub l e was , I t ook i t 
J'ot· ,rt\l.l ed, because I t110ubh l t he second f eature r.as 
I e lld n1: ll1at ca•:sed t he trouble; that is, the boods 
t .at h••c al••eacy beet. redeemed :.ou ld dt•aw p.·izcs t ,e 

. • t:.os~ • 1 • t had not been, c>:ct pt those prizes 
t.'!..l...Ji.~ be'{ t <> th~ '• r eaSUI'Y· 

I tl.ir.k it 1·.ould le ver!· e!'fcct\vc on po!Jule r• senti ­
' l ' !.r.ve it at.nounced on t t.e rneio " announcer.e:: t 
• .c c; l 11e cr ar.:nc cr,d that he re p1•izes •• aci teen cir ar.n 
: •. ci.- and- such a to:~d - a prize Ol l'i ve tt.ous o.nci 
:uers - t~t tus t 1.as reci.teoed l ost :r.onlh • 

. . , .t: I .;et that. bu t 1 aon ' t ~et a:.;· in t er es t 
al all ; 1 just bet a pr l ze . 

...... i:UIJ r-.Y: If you want. li01 over•, Mr. Secret1u•y , 
; ou coul d only aistribu te hnlf of jOUr lnt er• eDt in t he 
fO I'Jl Of pl'izes , llDC di s t r ibut e l:alf llS i nte r•e st in an y 
•·alio ) OU ?tinted . 
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!.11 •• lll:LL : You cat, 6i ve them one per cent i nteres t . 

H • • JK: 1'hat i s the same , nrac t ioally , a s I Vias 
h lkin:: abo•1t with the l!Uss i ans . • 

: ..... .AA::i : hea~;h had v1orked out a scheme which took 
tt,, difference between tv.o poin t nine and three percent 
u " l eft the bonds just as they are and r· an it up t o 

lu•ce •e rce r t . That little differ•ence was the prize . 
,,,. "O•tlr. have a rac io pro~ram like this Pot of Gold 
;:t·o ... rlli.. The idea v:as to keep people from redeemin~; . 
~01.. 1·oul d feel very badly if you drn. a fi ve thous and 
QllBI' pri ze and had redeemed your bond the day before. 

1 •• !' .. ftt : Amonest t h is twssian dele~;ation is a man 
fro' the i1.ussian State Bank . Ylhy nol ask tihlte ;;ho he 
i• ancl ask him to expl ain t his th i ng t o you? He is here 
in tol'n . 

Yon are l co smar t fot• me , t1 at is 1111 . I wast•' t 
cr l Licizin&, I v.as complinient l nc . 

An~'\. n0· , I tl.ink s omething coul d le done . lie may 
.nve l<> c •me to s nmethint: like this , because I tl1ink 
\1 is the people of the f1ve thousand dollar income and 
., 1det• ~~ al this t.ould appc l to. 

1.:.. ':'JIA;?Q;' ; That is ri,;ht. 

•. c .. ··""S: :t • oulci t e a poor lime, no,·. , rouldn ' t 
i l? " lol of !'~ ople ;.oulu make too much out of it . 

1 .. • • Jl\: I a on ' t know. 

; ..... brJ L: You 1.ould ha ve the churcli people o.f the 
Cll\lll lt•y a..;ainst you . 

il •. ,lJ( : I coulo fi x the chul'ch people if I allor.ed 
l11c . ., l lteir fifteen percent deduction fo r char itable 
!"lrposes . 

Regraded Unclassified



( 

( 

( 

184 
TREASURY DEPARTMENT 

INTIIIt O ,.,.IC II CO MMUN ICATION 

TO 

Subj ect: 

Secr~tar1. o~genthau 

Mr. 

T'ne P l e111 ot Selling Secur1 tiee to lion bank 
Investors. 

At the end ot laet week I submitted a aer1ea ot melll­
or anda which (1) developed a Federal borrowing program t or 
the celendar year 1944; (2) analyzed the proble111e ot money 
market manage111ent inci dent to that borrowing; and (3) ex­
om1nsd the sources ot tunda available tor that borrowing . 
':'he e.nalysis 1n each ot the three memoranda vae based on 
the essumlltion that the Fitth and Sixth Var Loan drh'es 
woul!" tollov the Fourth lisr Loan sale& pattern, and, ac­
cordingly, would ra1ea apor oximately *17 billions each 
rroo nonbank investora. the memoranda concluded that the 
bonking sys tem would have to absorb $22 bil l ions ot Govern­
me nt securities directly or indirectly during the calendar 
year 19411-. 

rhe prospect or a $22 bi l l ions bank abaorpt ion ot 
Government seourit1ea this year rorme the background againat 
which the pr oblem ot selling securitiea to nonbank i nveetors 
i n increasing amounta must be considered. This problem has 
come to be one ot unprecedented magnitude. The road ahead 
i a entirely uncharted and aueh progreaa aa oao be =ade can 
be achieved only by trial and error approachu to the pr oblem. 
Tnree f acts that are relevant to the problem are , however, 
ltnown to be true and may serve as gu;depoeta. They are: 

(1) 

(2) 

The tact that the amount ot new tunda avai l able 
tor inveatment in Government oeour1-
ties will be equivalent roughly to 
the Federal deficit ($57 bill ions). 

The tact that the propo~tion ot new 
tunda available >.'hieh wer e actually 
abaorbed by investllent 1n Govem­
ment aeouritiea in the financing 
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period ended February 29 , 1944 
was: 

(a) For indiYiduala . .. 50 percent 

(b) For corporation• . . 44 percent 

(}) The fact that thi a proportion ia lover 
now than it baa been previously. For 
the financing peri od ended May S, 19~3 
the percentagea were : 

(a) For individuals •.. 65 percent 

(b) For col1)ora tiona • . 70 percent 

From theae facts end from the data with respect to 
proapective bank financing, 1t seems to ua that the 
problem or increasing net sales to nonbank investors is 
clearer then i t s solution. It 1a the ourpoaa of this 
me~orandum to help your consideration or the problem and 
your arrivi ng at a decision as to a program with respect 
to the sale of securities to nonbank investors in the 
Fifth \•lar Loan. The memorandw first analyzes the results 
or t he Fourth i'lar Loan and then discusses t he wide variety 
or the changes in technique that have been suggested t o us 
as 9oasi ble avenues or approach to the problem of increas-
1nt> t:1e nonbank sales. 

I . An Analysis or the Fourth liar Loen Sales 

(a) Favorable develon:ente 

(l) Sales and quotas. The Fourth War Loan drive pro­
duced e total s81es of $16 7 b1ll1ona. Th1a amount exceeded 
the ~l~ billions quota by i2.7 billions, or 20 percent. The 
ovsraubsoription was widely distributed throughout the 
country and all Stat es were able to make their total quotaa . 
Among the States with the larger quotas, Illinois led the 
list with an oversubscription of its $.9 billion quota by 
3~ percent. New York, the State with the largest quot a, 
{$~.2 billions) oversubscribed this amount by ll percent. 
Among the States with t he smaller quotas, Miseieaippi and 
Hor th Dakota led the list vitb overeubecriptiona or 5~ per­
cent and 53 percent reepectively, 
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Sales ot eeourities to individuals totaled $5. 3 bil ­
lions during the drive, an amount whiob was equivalent 
to 97 percent of the quota of $5. 5 billions. Included in 
the sales tigures were ~3.2 bill i ons trom the eale or E 
conds , an amount vhich vas $. 2 billione in exceaa or the 
• 3 billione quota sat t or t his security. Twent y-nine 
.;tetes oede their quotaa tor aalea t o individual a , and 44 
made t heir ~ bonQ quotas.• 

~ales of securities to corpora t ions amounted to $11. 4 
billions, an amount vhi oh exceeded the corporation quota 
by ~2. 9 billions. All States made their corporation quotas 
and the over subscription vas distributed among all classes 
or corporations. Insurance oompaniea and mutual eavinga 
banks purchased $. 9 b i lli on in exoeaa ot their $2. 5 billions 
quot a . liel\lers and brokers puroheeed ' · l billion in exoeae 
of their ~. 3 billi on quota; and other corporation• and 
as&ocil\tions, i ncluding Stat e a.nd local ~overnments , pur­
chased $1. 9 bill ions in excess or their ~5. 7 billions quota . 

The pl ant ea.nvaes ot individuals is reported by the 
::ar : '1nanoe Division to have been expanded to a nation-vide 
operation during the rourth War Loan. Plant quotas, it ia 
reported, we re used in most or the =aJor plants in the 
countr y. No data are yet available as t o the aggregate 
amount or plant quotas levied or t he amount ot sales 
achieved t nereby, but the aggregate sales at plants vere 
undouotedly quite substantial and tar above plant sales 
in th~ Third '-'ar Loan. 

" 1th r eepect to the house-to-house oanvseeea, it is 
reoortea tha t these too , were considerably expanded over 
tne canveeses under taken laet September. Some type or 

* Tnr ougbout this eeotion the bietriot of Columbia and 
Northern and Southern California are counted ae eeparate 
~tate un i te t or purpoeee ot the State-by-~tate analysis . 
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noue~-to-house canvass waa undertaken in nearlr everr one 
ot the big oitiea, althou~ Washi ngton, D. c. appears to 
neve been an exception. fhe technique was alao applied 
extena1vely in !arm and rural areas. 

'£hat the house- to-house and plant oanvaseea resulted 
1n t he sale or a great many bonds ia shown b7 the faot 
that the v}. 2 billions of E bond salea in t he Fourth Loan 
vas the greatest volume or aalea ever achieved i n a similar 
period or t1me, It is also emphaai~ed by the tact thAt 
tO mlll • ur. pieces or £ bonds were aold during the period 
or th• drive aa compared with 5} million in the Third War 
Loan and 33 million in the Second War Loan drive. Fortr­
ei~t ~illion or the Fourth War Lorn E bon4a were $25 
denomi04t1on p ieces, it might be noted, aa compared with 
35 million in the Tb1rd War Loan an~ 23 mill ion 1n the 
... eoono. ;~·ar Loan. 

(b) Unfavorable developments 

. \1) Sales oomoared wit h Thi~ War Loan, The $16. 7 
'c1ll1ona total or !'ourtn 'liar Loan nonbenk aubecr1ptiona 
~e• ap9roximately ~1 . 6 billions lower t han the total aub­
ecrlb~d by nonbank investors durin~ the Third War Loan. • 
~ales t o corporations declined by ~1 . 5 billions in the 
a gr egat e, or 12 percent. ~ales to individuals declined 
~ . 1 billion in the aggregate , or 1 percent. Each or 
these declines wae a net item, however, and should really 
te considered t he sum of two components which partl7 off­
set eaoh other : (1) a net deoline in the eale or market­
able iaauee and C notes ( ~2. 5 billions); and (2) a net 
1nereaae in t he aele of ~. F and G bonds (i.9 billions) . 

·.-ne Cleoline in the sale of arketable leauea and C 
notes wee first thought to be due t o a aubatantial decline 
in tne volume or bank credit involved in the drive. The 
fl~uree that have now become avail able dispel this theory 
oo~letely , and it baa now become evi~ent that the volume 
or banK credit involved in the Fourth war Loan (lJII-, 6 bU­
l i ona) wae only a little lower than the volume in the 
Third :iar Loan drive (:(f5. 1 billions) , 

a GOvernment trust funda wbiob were inolu~&d In the totals 
during the Third War Loan drive but were excluded in the 
Fourth are excluded from the figures tor botn Loans tor 
the purposes of t h1a comparison, 
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·,n th reeyeot to ths increaae in eavinga bond aalaa, 
t t is now evident that a number ot adJuet=ente =ust be 
~~de in t he tiguree before the progreae in ealea over 
tne Third Loan level can be =eaeured, Aggregate aalee 
incrdaeed by $. 9 billions but at leaat $ . 6 billions ot 
this increase was due t o epeoial raotors in January and 
F~brunry that were no t present in September and October. 
A~onz these , were (1) the li=i t buying that would ordina­
r ily ooo~r as a seasonal item i n January; (2) t he addi­
t i onal two weeks counting period provided t or i n the 
:"ourth ·.:ar Loan e.nd (3) the countinp; toward t he drive 
or d~'oaita or ~105 m1111ona by the Ar~y and Navy repre­
e~ntin0 E bond sales whlob would not ordinarily have 
r eached t he Tr easury until some ti=e in March, Atter 
allo>:anee haa been made tor these three taotora, 1t 
Syoeare that only J}OO mill ions more eavinge bonds were 
eold in the Pourth drive than in the Third, despi te the 
~Teatly intensified sales effort. 

(2) Sales were smaller proportion ot tunde avail­
abl ~ . In a separate memorandum entitled "sources ot FUnds 
for >'ederal Borrowi ng During the Calendar Year 1944" , an 
analyei a has been ~Ade of the new liquid tunde becoming 
availabl e tor investment in each ot the financing periods 
sinoe t he beginning or 1943. Bet torth against t he tund s 
heoomin~ a vai lable i s the actual net amount ot Government 
securit i es absorbed by the various investor classes, A 
nu~bsr 01 the figures presented i n that memorandum are 
pertinent at thia yoint to help analyze the Fourth War 
Loan and plaoe 1ts results in t he pr oper perepect ive, 

;z--j~ey are repeated, t herefore, in the paragraphs that t ol­
·~": 

Individuals ( inoludin artnerehi ersonal 
t r ust aoooun s • 

la) 

l b) 

Ne t absorot1on or Government seourltiee 
by individuals during tbe period January 1 
t o 1-!a.y g, 194-3 , the period which embraced 
the Second ~ar Loan amounted t o 65 ~eroent 
or the available 1nAividual aavingaafter 
deducting insurance , etc, ) that aoorv~d 
during those 4-1/4 montbe , 

During the period l-lay 9 to Oo tober 16, 191+3 , 
~ period of 5- 1/1+ months vhiob embraced 
the Third War Loan, net abeorption amounted 
to 6o percent ot the avail able individual 
eavinge accruing, 
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(G) Durin~ the period OctGber 17 , 194} to 
r'ebr uar y 29 , 19'1-4, a period ot ~1/2 
months which i ncluded the ~·ourth •ar 
Loan, net absorption amounted to 50 ¥er­
~ or the available in~ivi~ual sav ngs 
aGcruing. 

The retrogreeeion from peri od to period indi­
Ga ted by a Gompa riaon or the percentages underlined 
1n t he previous paragrapha ia diaappcinting1 inas­
much as there was a great er etore ot aoGum~ated 
tunda piled up in eaeh end checking acoounta 1n 
January 19~ than there bad been a year previous. 
l nder t hese eircuostaneee recent ealea t o indi­
viduals might have been expec ted t o be a somewhat 
larger ra ther than a somewhat amallez• percentage 
or t he avail aole new savinge accrui ng. Logically, 
thl a would foll ow from the tact that growing cash 
and commercial bank aooount aooumulat1oos s hould 
have satisfied long ago the primary requirements 
ror caah balances of many persona who wish to 
keep emer gency funds in i mmediately available 
rorm. 

~orations other than inaurance companies and mutual 
!J!.Y.lll~nks . 

\ a ) During the per iod January 1 to Hay g , 15'>3, 
t hese corporations invested in Federal 
s •eurit1e$ a net amount equivalent to 
zo percent of t heir available new l i quid 
accumulations. 

(b) During the period ~lay 9 t o October 16, 1911-J, 
t hey invested a net amoun t equlvalent to 
bl percent c f these accumulations . 

\c) Uur 1ng the period October 17, 19~3 to 
r ebr uary 29 , 19~. t he net amount invested 
was ~ percent of these accumulations. 

Thi s decline in t he percent of available new 
11qu1d aceumulatlone of oorporat i one that went 
into Government securities from period t o period 
i s also an item of maJor significance. tor each 
or t he periods i nvolved, it means tnat billions 
of dollars of eoroorate tunda piled up in check­
in~ accounts instead or having been directed 
to~ard the ?urchase of new i eeuee ot Government 
securit ies. -
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(J) Plant ouotaa were too lev, One ot the conolue1one 
that can be arrived at from an analysis of the aales flguree 
1s t hat the sales made i n the plant campaigns were not 100 
percent galne in terme or the over-all sales program, Plant 

campal~~e acqui red to the credit of their quotae a large 
volwoe of sales that would have been pi cked up anyway by 
aoeclal activities, houae-to-houee campaigns , ordinary regu­
lar nurchasee , and payrol l eavinge aoquleitione, Some of 
the large overeubser1p t1one of plant quotas reported, there­
rare, " ere epeol ous, in reality, ln that they did not bring 
a great deal more nev money i nto the 't'r eaaur1 than would 
have otherwi se been obtained, 

It eeems to be obvious tnat the goal tor eeouritiee t o 
be sold to persons on pl ant payrol l s would have t o be eet 
at a l evel muoh .hi~her than heretofore it the sale ot a still 

~eater vol ume of bonde ie to be achieved, Here, it seems 
to us , was one or t he d iftloultiea in the operation of the 
;:lant quota eystem in t he Fourth War Loan drive , In that 
operation the plant quotas were set locally, In many cases 
they were arrived at aa a reeult or a bargaining dlecusaion 
between the local War t'inance Chairmen a nd the oftloiale of 
the olant or company involved, "coordlngly , in many eaaea 
they were set at a level no higher than the plant orrlciala 
felt was a perf ectly safe object i ve. Thia is a result that 
;~ iB'i't well have been expected, i naemuch aa the local Cha1r­
~en were not in a strategi c position to exert as much 
preseure t or high quotas as t hey m1gbt have liked, 

(~) House-to-house canvass reeulted 1n • token ' salea, 
7he fac t that scores or millions or people were oanvaeeed 
on a houee-to-houee baais and per eonally aeked to buy banda 
1n •he Fourth liar Loan drive was not enough, it appears, to 
~reduce a suff icient volume or salea t o individuals in a 
great many States. Many of the canvaaeee -- particularly 
euen ae those conducted by achool childr en and boy acoute 
ln St . Louis , Boston

1 
I ndianapolis and other oi tles, and 

by air raid wardens 1n Chicago, Loa Angeles , and ather areas 
eeeo to have reeulted in an unprecedented voluce of •taken• 
ou~haees . In eucb caaee t he per son approached bought a 
,25 bond - - the minimum denomination offered by the solici­
t or -- either i n order to save embarrassment t o himaelr or 
i n order to reward t hs ettort or the per son who contacted 
him end whom he knew t o be a patr iotic volunteer. 

190 

Regraded Unclassified



- I! -

~·hta factor nermitted many b~ere to avoid their 
rul l r esponsibility toward the dri•e and yet to satiety 
e•.oear11noea and their own coneoienoe. It oauaed the 
dollar volume of bond sales to mount much more slowly 
than many or the managers or lcoal houae- to- houee can­
vass es expected, 

·•1th r espect to securities other than E bond,,many 
or t he persons canvassed made oubetantial purchases in 
ataolut e terms and still invested amounts that were only 
'tokena" i n view or their per sonal reeouroee. There are 
rela tively few persons in the country who are capable or 
~urchaei r.g substantial amounte or marketable iaauee and 
it La eaeential t o ottain aubacript i one or autf icient 
e l~e r r ou each one of them in order t o attain the national 
~oale . I t ie true that the tunda eo obtained do not have 
the eame potential inflationary preasure as t he funds in 
tt.e h~n<l e or individuals or lower inoomet. but it 18 etlll 
desirable to mop up as much of these tun4e ae ls poss i ble 
ln order to reduce t he volume of bank borrowing. 

( ' I Some or the 
l arger have proceeded 
on the t heo ry that the purchase amount of 
aeovritlea, the payment tor all or a ,portion ot which wae 
rlnanoed by owltchlng out or uovernment eeouritieo pre­
viously acquired, fulfills all neoes eary patriotic duties 
>. lth respect to national quotas . In order to help meet 
l ocal quot as and to satisfy the requirement• of local 
tuol neea and customer relationshipa , t heae purchases -­
a4ny or them very large - - have bean allocated to hundreds 
01 co~unltiea throughout t he country in whlcb tbe corpora­
tiona do business. ~oth allocation& and switching have 
t een ~uch higher than the Treasury's quotas contemplated 
ana accord i ngly the achievement or t he corporation quotas 
ln moa t ~tatea has been relatively eaey in every drive. 

In connection with the matter or avitchlng, it has 
t een argued that aa long as some securities have to be 
eol<l to bank& anyway during the year, lt 11 Just as well 
to have a portion of thle operation carried on lndlrectly 
through oorpoz·ate awl tching. '!:hie argument could be 
s dvanoed a s a sound one, 1t appears to us, only it in the 
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nrocea~ the Treasury acquired tor inYeatment in Government 
eeouritie8 a very large proportion ot the new money acoru-
in t o corocrat i ons during the year . Switches would then 
r eor eeent something above euoh an smount. The thin.g that 
1 R.disa~pointing in tbe developments ot r ecent months , 
h~wever, ie t he fact that the Treasury ia obtaining tor 
investo1ent in <Jovernment securities a emaller and smaller 
9ropnrtion of the available new corporate tunda accruing. 
corporati ons are piling up large amount• in checking acoounta 
at t he same time that their Government security subscriptions 
are for amounts that are greatly 1n exoeaa of t he asaigned 
ouotaa. The i'reasury fallS far short of i ta obJective t her e­
tore instead ot approaching or exceeding it as the War Loan 
sales tl~rea would s eem t o i nter. 
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Changes i n War Loan Dr1• e Techni que 
which Mi ght I ncrease Saiee 

The analysi s i n the preceding section or this mem­
orandwa leads to t he conclus i on tha t (1) t he maki ng or 
11 token" purchases 'by a large number or i ndividuals 
(2) the setting or sate quotas in a great many pl~ts 
rnd ( } l the policy or switching out or ol d eecur1ties'in 
order to 'buy new ones , are deYel opments ~1ch will make it 
difficul t ror t he Treasury t o i ncrease the s ale or securi ties 
to nonbank in• eatora during dri ve• if the t echni que employed 
dU:'ing the Four th War Loc.n i s cont i nued unchanged. Ve han 
diacueaed these develoJY.Dents w1 th a number or persons and 
they have sugges t ed so2e changes in War Loan dri•e technique 
•~ich o1ght incr ease t he volume or nonbank sales . In order 
thet you may 'be i n a poei tion to deci de whe ther t he i .ncrease 
i n sel es volume likely to 'be gained DJ any ot tbeae ch&ngea - ­
~ incr ease ~1ch , it is recal l ed, would serYe to reduce 
bank borrowing 'by corresponding amounts -- i a worth t he risk 
ot o.n unf nvot•a'ble reception hJ the publi c and t he subsequent 
reper cussi ons thereto, t he det ails or eoch or the suggestions 
and comments t hereon are eet t orth in the paragraphs that 
follow. 

(a) Individuals 

Four suggest ions wi th r eapect to the problem or increas­
ing oales to i ndivi duals have 'bean 2ade . They are the !ol­
lowine; : 

( l) 

( 2) 

The eat~'blishment a t the national level 
ot industry quotas i n addition to 
State ouot aa ; t hese q uot e.e to cut 
across .Stat e l i nea and to 'be managed 
and subdivi ded among pl ant• bf na t i onal 
i ndust ry committee• ; 

The establishment ot local subscription 
review committee• t o l ook over the 
appl i cations receiTed and to 'be re­
s ponsi ble t or the eet a'bl l shment ot 
personal quot as at t he loonl level; 

' 
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(}l The undertaking or a vigor oua program 
leading to commercial bank deposit 
withdrawals by individuals tor the 
purchase or Government securities · 
Md ' 

(~) The establishment or a ocmprehenaive 
partial payment plan t or the purchase 
ot a special seri ea or E t ype bonds 
of a $250 denomination during drives 
to be tied into (a) high level quotll~ 
and (b) the e limination or the cver- ' 
the- counter sale or the $25 denomina­
tion or E bonds during drivea. 

(1 ) Industry co~lttees and induatrz auc tas. Tne 
AOdyBis ot the plant quota campaigns in the preceding 
sect ion or this me~orendum led to the conclusion that the 
~uotss were probably set too low because they were self­
imposed . It has been suggested that some higher authority 
mtght be necessary if the maximum sales ettort is to be 
achieved. 

It ie obvious that it would be imposs ible to se t plant 
~uotae from Washington in the same way that State quotas are 
established. It m1ght be poeaible , however, to set industry 
quotss, nationally, tor selected induetriee, and then to 
cs.ll U!)On the leaders or each industrz (a) to undertake 
the r eaponaibility of achieving the quot a aet !or that i n­
dustry, and (b) t o undertake all or part or the r esponsibility 
or allocating such quotas to the varioua companies and plants 
~i thin that industry. In exercising this latter responsibility 
the in~ustry chairmen ~ight act only aa a sort or review coa­
c1tt ee using their influence to prevent impor tant plants and 
cocpanie a from setting employee quotoe at 25 or 50 percent 
bel ow the amounts that the n&tion8l t otale would require !rom 
them. 

It has been suggested to us that a system of industry 
coromitteea such as here described would bring a new group or 
interests into the \'lar bond program; a nd that it would serve 
to develop some enthusiasm and competi tion on levels t hat 
were different trom those enJoyed heretofore, 
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(2 ) Review committees. The p roblem or •token• sub­
aer1pt1ons in ~lar Losn drivea 1e likely to be a continu­
ing one. I n order to meet it, it hac been suggested that 
city Pnd county ~ar Finance Commi ttees in the varioua 
communi tie a or the country might set up • subscription 
review co:nmi ttees". Ill would be the duty or theee com­
mittees to analyze the job reouired by the county ouotas· 
to come t o 8 deciaion as to the rela tive ability or the ' 
various individuals in the community to buy Government 
securit1ea; to se t up some aort or personal ~uotas tor 
each or the persons in the coc:muni ty which would serve as 
yards tick a to guid e the solicitor a llhen tbay :ISke their 
c~lla; and then to &o over the aubeoription r eports turned 
ln by the solioitor a and measure them against these yard­
sti cks . I n caa~ s where subscrip tions in ineutfio1ent 
e~cuntc were cade by persona who were able to invest larger 
sums i n the opi nion ot the co::uol t teee , a apeoial re-cs nvass 
~:ould be reco:nmended to the locel chairmen. 

195 

It has been suggested to us that a procedure auch aa 
tl.e tot•egolng is a logical atep in a program designed to 
sell mo re and more securities to ino1Yidusla as the war 
continues, Until now, it is eaid, one weakness in our 
drive technique has been the tact that the Government bas 
not given the individual citi zen any exact idea or how much 
ls expected or him in the va1 ot bond eubeoriptione. People 
wsn t to know this . It the1 are not told and it they believe 
that other pe reons in their claes are getting awry with small 
or even • token• subscriptions, they are tempted to do like­
·dae . 

~e •extra $100 bond purch~ae idea• first used 1n the 
':' . . ir( ::ar Loan, end "the 10 percent ot pay1 i dea rlrst ueed 
in the promotion of the payroll s avings plan were etop-gep 
Pp r~achea to the oroblem. Bott. or theae devi ces nave served 
to t ot a e a ceiling to ourcbsees rnther than as a floor, 
however, it is reported-to ue, and have workedto prevent an 
1 ncre~e e in the level or ~r loan purchases by meny persona 
who heve substantial sums availeble t or investment. 

In order to achi eve maximum auocasa, the review com­
mit t ees should be comoosed or lending members or the com­
munity ana should be set up with all the prestige poss ible. 
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~he aeoignment to them of the responsibility tor oeraonal 
~uotaa wo uld be an ex tremely heavy assignment, but it 
oould hrve to be placed i n their hands inasmuch as condi ­
t ions vary too grea tly from State to State and trom county 
to county to permit a system of personal quo t as to be 
established on a nati onal bash and s t ill aohieYe t heir 
mvximum usefulness , 

It might be menti oned a t this poi nt that review com­
m1tteeo are not a ne.: concept . They operate informally 
clready in m~y small communities. The War Finance Com­
a1 ~ tee i n I owa has built its term-to-farm cnnvaaa around 
the idea or telling the individual termer bow much vas 
expected from him end then checki ng up on the amount ot 
the acle . Can r.da, 1t is reported, has ueed the r e•iev 
COQQittee idea successfully in connection with its c&nYaes 
of upuer-brac~et 1nd1v1duala. 'l"ne >bole idea would hs.ve 
to be develo~ed carefUlly, or course, and it would have to 
be mnde cleer that the aim or the committeeo vaa to in-
cr!aae sales a t t he local leYel the only place where an 
increase in the vol ume of sales to indiYiduale can be 
sch1eved . 

(J) Wi t hdr awal or bank deoosi t s. It seems to be 
pa tent that if we are to have no mora t han three War Loan 

196 

d1•i vee a yel>r, e consi der able volume of l i quid eeYings v111 
accumula t e in the hands or individuals between those drives. 
An i mportant .Percentage ot these funda will find their va7 
into col!L.Ierciel benk depos1 ts. I t haa been suggested that 
if th! Treasury could tap an increasing proportion of the 
funds that go into these deposita it coul~ make Much progreaa 
in increasing the :proportion of the current new savings of 
in~iY!duale that ie invested in Go•ernaent eecuritiee. 

Ever since the beginning of t he Treaeury'a War Loan 
drive program there bas been coneiderable confuaicn in the 
f ield ao to the GoYernment'a poei t i on on the matt er of 
•~thdrsw1ng bank deposita for the purchaae of GoYernment 
aeouritiee. It has been suggested that a course ot pos i ­
tive acti on on the part or the Government ia already oYer­
due on t his account and that this oouree holds substantial 
poaaib1litiee in t erms of proapactiYe elllee to individuals, 
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I n order to undertake a progru leading to v1 thdrawals 
for the purchase of Government eeour1t1es 1t would be 
necessary for the Treasury and the Federal Reserve author-
1 ties to announce as soon as poss ible that the;y would ap­
prove of a selected aeries or looal activities during 
'IIRr Loans which are directed toward enoourag1ng 1nd1v1duala 
to sh1ft l arge portions or their commero1o.l bank accounts 
i nto Government securities . In th1a conneotion, the Treasury 
end t he Federal Reserve would have to call the leading com­
mercial bllnkere or the country together and acquire their 
r ctlve cooper&t1on and assistance. 

Zbe mat t er or a yolic;y appr oving bank deposi t v1tb­
dr&ve~a ap. ears to us to be a matter or verl oons1derable 
1ar;>or t ance . In our memorandum or November 6, 191+3, we 
stated that 

•Tne need t or a pol1oy approving bank 
depoe! t v1 tbdrawals baa beoomo more and more 
evident as t he war financing program baa 
pros r eased, and it ahould be t orrnulated com­
pletely before the start or the Fourth Wer 
Loan i nasmuch as the succeae ot the individual 
part ot the drive may well depend upon it." 

It ia our conclusion at tb1e time t hat the tallure 
to torrnulate such a policy accounted t or the large number 
of persona who relt that t he making ot a •token• purchase 
c'.ur1ng the Fourth l'le.r Loe.n sat18t1cd their patriotic duty 
et that time . 

( I+) Pert1el Payment Plan ror •E T{pe"Bonds. I t baa 
been suggeired to us that the eilea i1 t or the drive 
:light be greatly 1mprond i f 1t i noluded some t ype ot 
security t~~t would (e) conserve the effort s ot the 
solicitor by turning the 88le or what o therwise m1gbt be 
a sm~l denominati on E bond into the sale or a much higher 
denomination and (b) o1ck up oome ot the tunda that will 
eecrue 1n th~ accounts· ot individual a atter t he d rive 
closes . As t ar as tb1e last mentioned 1tem 1s concerned, 
1t has been suggested that i t these tunde could be obtained 
befo re they went int o bank deposita or boarded cash, or be­
tore t hey were exoended tor the purchase ot goods end ser­
vices, their 1ntlat1onary potent!~ ~~uld be reduced oon-
s1derabl;y. 
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'l'he obJective or these el.lggeatione ooulO be acciom-
- lished by a comprehensive partial payment plan tor a 
euba t~ntlal denomi nation or en E type bond. * A olan 

l !l8 

thP t has been suggested to ua would i nvolve an issue or 
one denominat i on -- say $250 -- tied into (a) a high l evel 
1nu 1v.1dual quo ta, and (b) t he elimination or the $25 de­
n,m1nPtion et E bonds t or the period or the d rive trom over- the-
counter casu ss1.e. · 

The procedure tor the part ial payment plan that baa 
been sugges ted would follow the one uaed by banks tor 
Cr.ria tmna Clubs . It would involve the t ormatl on or, say 
10 to 20 ~illior. United Sta t es Wer Savi ngs Bond Accounts in 
the .:e t1on 1 e benking insti tutione. A special Oovernment­
aup?lied par t i al payment account book would be i ssued to 
tile purchaser by the bank when the account vas opened and 
toe t i r ot payment made. Coupon receipts would be provided 
in the book t or t1 ve monthl.y pa711en ts between June 1 and 
let us say, October 31, 19~ -- s date at any rate not be­
yond the pr ospective beginning ot the next War Loan drive. 
?tymer. t ~ould be a t the rete ot $37.50 a month and would 
total ~1g7 . 50 tor t he entire five months. The bond would 
be gi ven a bonus dating -- aay June 1 . 

Tl.e opening or a United States Wnr Savi ngs Bond 
Account and tho completion or the first payment would 
together constitute a pledge to buy a $250 bond and to 
mtke the tour remaining pa yments. The whole transaction 
•-oul <l be valued at $1g7. 50, tbe total 1eaue price, 1n the 
?Ublic reports, but t he tigur~e on the amount s pledge~ and 
tbe uounta actually pe1d b:y the purcheaer 1o"Ould be eaovn 
s • >era tely. 

To s1~pl it:y the accounting tor the tunda received b:y 
the btlnlts, and to orovide tor a ru.d:y 01echanie01 through 
U:ich t he tun <is woUld tlow in to the Treeaur:y, the ba.nke 
would be pr ovided wit h sn 1ecue or apecial $37.50 W~~ SaY­
ings St~ll1)8 on conaignaent. 'l'heae stupe would be tor uae 
only in connection with the War Savings Bond Aocounts . 

• The noaeibi\ity or tbe sale ot a negotiable trpe bond on 
partial parmente to low-income purchasers is excluded from 
this dlscusei on ina~uGh aa i t is concluded that no good 
reason has yet been advanced tor changi ng our policr or 
selling nonmarketable bonds to euch persona. 
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~~ey would be inserted in the purchaser's account book 
dt the t ime he ~aue his payment and the fUnds received 
fro~ t he purchaser ~ould be remitted to the Feaeral Re­
serve bnnks in payment or the consignment account. 

A partial payment plan suoh as this would make it 
poscibl c to sell a much larger volume or w~r bonds than 
~<ould ot henrise be l ikely to persons who have ourchased 
oecur 1t 1ea i n previous drives only out ot their current 
income, but 'kilo are willing t o al l ow t heir be t ween-drive 
i nco::1~ to be tapped by s omet hing i n add1 tion to t heir oay­
roll savings payments . A program auch aa th1a oould aiao 
pln down signi f i cant seles to per sona who are not on cay­
rol l savings ?lana or vbo e re short or caah because or 
tensonal or emergency expend1 turee. I t mlg ht also ada!>t 
iteel t well to t he needs or proteaai onel persona and the 
3elr-em!)l o,e d , and mi ght bec >me very popular among the 
fprm~ra rnd ot her persons tor vllom a drive month is not al­
ways the moa t convenient month t or war bond purchases . 

In order tha t the ~rtiel _;~aym,n t _>l an set t or th ab~ve 
might r eech its maximum etfectiveneaa i n increasing sales 
to in tUvi dual s and in preventing " token" purchases , its 
i ntroduct ion, lt has been s uggested t o us! would have to 
be eccomonnied by the snnouncel4ent ot (a a high l e vel 
obJective f or sales to i ndividuals -- any sg or $9 bill i ons 
(including the unoeid oorti~n or the oertial 9ayment ac­
counts) - - and (b) the- elimt netion ot the $25 bond trom 
over-the-counter cash .... ~. during t he period of the drive. 

Ri-1eing the i n<U vlduel cuot n by nhout 50 percent or 
ther eabouts rrom t he Four th liar Loan le'fel .ould be a sub­
aten t i o.l chall enge but it would be of fset i n part by the 
counting toward quote achi evement or t he pledg"a !or the 
~~ymente on t he partial :;>n~ent pl an oa the eqUivalent to 
eeah ealea. This ~lght over s t ate sal es a littl e i na smuch 
as there ~ould some deteulte i n the o~yment s due in Auguet, 
Se ~tember a nd October as a r e sul t ot e decline in enthuei~em 
during t he pos t-drive oer1od . This i a not a s erious problem 
and 1t o ould be reduced to a mi nimum by a aeries or planned 
poat-ur1ve activiti es. These activiti es could be carried on 
t hroughout the summer months, a period tor wb1ch no War Loan 
dr ive act1v1tiee are planned. They would s erve to keep the 
vol unteer staffs together by giving t hem a Job to do between 
Grivee .!J 

l / In oAaea where defaults do occur, howe'fer, the agreement be­
t~o:een the bank and the purchaoer woul d pr ovide that amounts in the 
·.:er Savir-t;3 Bond AccoWlt could be turned over to the purchaser 
et any time by the i e suence of regular eeriee E bonds dated 
1n the month in vllich the ourohaser asked t or the t erminati on 
or hi a contrac t . -
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With r espect to the second item above -- the elimina­
t i on or the ~25 bond from over-the-counter eaah sale dur­
i n!! t he period or the drive -- it haa been sugges t ed that 
one wny to increase sales is to sell the American people 
the idea tha t this is not a "~oken• war, and to make it 
cl~vr that t he purchase or a $25 boncl dur ing a drive is 
not the cntisfactory ful fillment or a patriotic duty in 
the eyes or the Government. There are some persona, it ia 
t rue , to whom the purchase or a single $25 boncl during a 
Lrive r epr esents t he limit or their ability. To some ex­
tent theee persona may be percuaded t o go even further b:y 
psrtiei~r t ing in the partial payment plen. The lose or 
tte r emainder or the sales to this group of individuals 
>"ill be off set, we have been told• by the very much greater 
tfles to per sona whose exceee spending power is a very much 
more i~portant ir~lationary threa t. 

!'rom n :9urely meche.nieel point or view it would probably 
be neceocery to make the $25 denomination bond available bn 
:pe.yroll s avings plana during the driYe i n order to pr event 
eorpor~tion issuing agents f rom having to make adJustments 
in orocedures now bei ng followed. Other s~enta woul d probably 
be gled to have the small denomination Wcr bond eliminated 
booause of the reduction in work that would be permitted. 
In thie connec t i on, banks would probably tind that the 
elimi na t i on ot the handling of the ~25 boncl would make it 
possible for them to t ake on the mechan ioe~ problems involYed 
1n s perti~l oa yment plan . 

(b) Coroora t i ons 

Tbe analysis of the 
I ot this me~orandum 

cede i t clear that corooretions have done e l ot ot sWitching 
ln order to acoieve t heir quotas . They hnve a t the same 
t ime been increasing their checking accoun t s substantially, 
It has been suggested to us in th i s connecti on that a 
~reater share or the new corporate money could be obtained 
t or inves tmen in Government securit i sl i f a pos i tive program 
were developed that would sell corpora tions on the i dee of 
shif ting D substanti al volume ot the i r deposits into GoYern­
ment securities, 
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Uo until now one or the main troubles with the 
corporate drive, i t has been euggeeted, has been that 
corpor a tions have been torn between their dealre to main­
tain t:n increasing voluae or bank blll.ancee tor current 
t:ld poet-war purpose a and at the aue tlme to make sub­
stanti al purchases or aecurltlea ln order to indicate 
to their employees and cus t omera that t hey t oo were 
patriotioally partioit~ting i n the country's war financing 
program. The failure or the Treasury to make olear exactly 
>;hot it expected to be done about the matter or investing 
bank depoai ts in Government securities bas made i t dif ­
ficult tor corporati ons to co~e to a satisfactory decision. 
The clnelopcent or a program in cooperation with corpora­
tion executives and the ~~era ot the country might atrord 
the Treasury an opportunity to greatly increase sales to 
corporations during the Fifth War Loan. 

(2) Fuller Utilization or Leaders in Induatrf· One or 
the suba t110 ti81 accompliilb!lienu or the tlar LOan ar ve pro­
gram in the last :year has been to acquire a volunteer eol1c­
itntion force that ia reported to now exceed 5 =illion per­
sons. Included therein are cany persons vho are outstand­
ing citizens in their own co~~unitiea . As a reault or 
their participat i on in the War Loan drives, a large propor­
tion or the 5 mi lli on persons involved have learned a lot 
in the l ast year abou t Government aecuritiea and the Treeaury'e 
••~ee program. Their i dentificati on with e drive has given 
the: e oereonal interes t 1n i ts success. 

':le have been told that this personal tnter~et in the 
success or a War Loan campaign is such a great aid to sales 
thet lt should be extended among the leaders or business, 
lnduatry co~erce and government until it is the ooncern 
or every' one or them. It has been euggeeted that 1t might 
pay the Treasury aubetantiel long-run dividenda 1f a progr811 
were un~erteken t o place every person or prominence 1n h1a 
local co~unit:y on the volunt! er sterrs or the local War 
FinBnce Co1111111ttee tor the Fifth and subsequent War Loans. 
In or der to be or great est userulnees such a program would 
~ave to be auite comprehensive. In order to be successful, 
lt would have to be made a matter ao important aa to warrant 
the personal attenti on or ever:y War Ftnenoe Chairman . 
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III. The Fifth War Loan Program 

The p receding sections or thta memorandum have die­
cussed t he techniques of the Fourth War Loan drive and 
have t aken up some changes in these techn1quea that have 
been auggosted as possible approaohea to the preble~ of 
tnoreas1ng substantially the volume of a&lea to nonbank 
investor s . ~ch ot the ohangea in technique disouaaed 
involves a considerat i on of maJor matters or public rela­
tione and sales policy, however, and it will be neceeeary 
tor a dec i sion to be r eached as to whioh, if any, ot 
these changes in techniques are to be adopted betore the 
tirAncial det a ils of a program tor the next nonbank drive 
operati on -- t he Fifth War Loan -- oan be fully formulated . 

I t mi ght be well to state in t hie oonneotion that it 
ls our opinion that no substantial 1noreaae in the volume 
ot Jovernment securities abaorbad by individu&le and non­
bank corpora tions can be achieved by minor variations 1n 
the beeket or securities. Instrument• susceptible ot 
"rree-r1d1ng" -- such as a l-1/2 percent note or a 2 per­
cent bond -- can increase the groas volume or sales. The 
amount or these issues taken in exoees or the amount 
l ndi vldue.la and corporation& wish to add t o their port­
fol i Os must be disposed or to banks, however, and the net 
nonbank absorption will turn out to be about t he same 
after a few months as it would have been lf these lssues 
had been exol uded from the basket. 
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C: 

H:~Jr: 

Okay . 

March l~, 1944 
11 : 27 a . m. · 

Oscar , str ictly be tween ue now, and I 've got t o 
have your wor d on this •. .. 

You have. 

There may be - - there ' s a fairly good chanc e 
that Paul ' s going to get out. 

Yeah . 

And I'm ~oing over to see the President at 
tWPl ve o clock. 

Yeah. 

And I wanted to a sk him to let me have you . 

Yeah. 

3u t I didn ' t want to do tha t and have-- out 
any heat on you unlens it was something that 
you would l i ke to do youreelt . 

Risht . 

::ow, am I rushing you lt I aek tor a "Yes" or "No"? 
Uh - - r am rushing you because I'4 like a "Yes• or 
a " ~to " . 

··:en , here's -- her•' a my reaction . .. . 

Yeah. 

. ... on it. I n the r1rat place, a a I !".ave said 
before , therP ' s nobody I'd rather want to work 
tor; secondly, I ' ve always tPken the oosition 
thr ou-hou t this whole thing thnt I'm a soldier 
end ITll do anything my bosees tell me to do , 
including scrubbin~ tloora. 

YPah. 

And the only ques tion which goes to oersonal 
choice and wh:ch I think I have ver y ~ittle .... 

Yea. 
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•. .. is that having gone with Leo and been with 
him such a relatively short time •. .. 

Xesh. 

. .. . I wouldn't want to be in a position wher e I 
exercise any personal choice. 

Xeah. 

I n other words, I think if you want to you a r e 
tlerteotly tree to put i t up to hlm and it I'm 
ordered by my Boas , I'd be delighted. 

Well , ~hat's all I want to know. 

:! eah. 

I mean , I didn't want-- I mean, I never would 
want to do a thing like tha t but -- because I 
you're perfectly willing that I put it up to 
the Pr esident? 

Xeah. 

Wel l , the t's all I want to know. Bu t please, 
on your word of honor. 

Oh, I wouldn 't tell a eoul . 

!'obody. 

Uo. 

Thank you , sir. 

'l'ha:~k you. All right. 

Regraded Unclassified



THE UNDER Sf:C,AETAAY or STATE 

WASHINGTON 

I hu..r:tbl:' n.oolor1ze _"or tnt 1 i"" t.o keeo 

. ' ,_ 

• ,.. ... J 

2::J5 

Regraded Unclassified



~' .:J: .. ;t;,,.TIC:l ·:JITH MR. STETTINIUS 

!.!arch 18, 1944 
12:45 p. m. 

(On Saturday, 1ilrch 18, the Secr etary, havi no- been 
cn, led to the .'fnite House, was unable to koep his "appointment 
·:.ith 1er . Stettinius. The f ollowing is a resume' of t he con­
vc r~~tion which Mn. Klotz held with !l.r . Ste t tinius in the 
0 ccretnry ' s absence : ) 

1.'1S. KLOTZ : !.T . St ettini us said that he would not 
~c.l·e un the question of dollar balances r.ith t he English. 
E he;r br in,.. it up, then he r1ill just lislen and br ing 
the . t ory back to you, but he 1till take no action and take 
r.o part a t ell . 

:l.cn I spoke to him about Pehle ' s bein; so worried 
aLct: ' ~:ho :fiil carry on; that nis absence wi ll be such 
' -rcat loss, and so ~orth, and so on. 

He ~nid thn t he asked ~~ . llull please to eive 
'r . .. nrrcn au t:.or i ty so he could act in his absence. 

Then he mmted very much for mo to tAlk . Does he know 
t!.e.l ;rou sav1 Ta;;,'lor ? 

.: • .: . KJ OTZ : I t nink he wanted me to talk about that , 
·~u I wouldn ' t do it, you see. I said I didn ' t know what 
el.e yo~ ::: i F."ht have had in mind. 

ne said that in four years nobod;r has been over to 
:~ l~~d , s ince Sumner Jelles was there, and that the 
~esident :·;anted hi::l to <:-o over and sort of listen to the 
-r:• i::: ; thc:t that is really \That he 1':115 -oinF' OVer for . • 

l .. ·• . JP. : It sounds as thour,h he is on the defensive . 

:.2S. KLO':'Z : That is the feelinr; I rot . 

H. l . • JR : ·.vell , I am glad yoJ saw him and he sa·" you. 
Lo.-. lonr- was he he re? 

ms. KLOTZ : He was 11ith me nbout twenty minutes • . He 
:ort of s7.oked and took i t easy and relaxed . I told h1m 
J.o·.1 'lUCh the Je~1ish pecple think of him and what an 
outs~andin,. job he has done and •. ,hat a wonderful hel p he 
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:1~. been slnce he has been there. 

Ice part i cularly wan ted me to let you kno11 that he wasn't 
·o;n~ to make any commitments , that he was going to get the 
lr.for rroa l i on and bring it back to you. 
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;":~IE'ISA.TIO;! ?liTH THE PRESIDE?."!' 

lblrch 18, 1944 
12:50 p.m. 

h . :~ . JR: I went to see the President and told him 
aboul Paul and how Paul had been wanting to quit since 
l~s t fall. The President said he knew it . 

I said, "I think I told you at the time." I went 
'l·.~ou~h tho •.?hole business about Paul and about last 
"'mia;r and how he was getting so upset ; and t oday how 
le~sed ~~1hton was and h~ Paul was called up every 

!;u'\ i~J no~nin~, or almost every Sunday morning, by Drew 
!'ee:-son - and that seemed to impress the President . 

1 tol d the President how I urged Paul to stay, and 
· •. : he \1anted to vet out now. I rave him the whole story. 
I tn::, "Of co·arse , he could either eet out no:. , or if 
r.~ '1 it i n June or July it would be very bad ." 

208 

:he Prc ~ident said, 
~· • rc.~l n orr the Hill. 
i.J' h~ we r e to f:O now. 11 

"He seems rather inept in handling 
I think it 1vould be much better 

Sc I said , "·::ell, I have leaned over back\Yards try­
i n • to ·e t Paul to stay . l!e doe sn 1 t want to stay . I 
o't r red to send him to En~land; he doesn ' t want to eo to 
,:.,-lnnn . ' I 

:'he Pres ident said, "I think we had bet ter let him 
·o:1ot.' . " 

'!' •• en I said, "I 1d like t o ~et Oscnr Cox as G:nernl 
;o·m~el." ';'he President said, Fine. Oscnr has JUSt been 
..:~'· i n · a trh a r ound the count!"/ for me , working ;11th the 

:>c1ocrats . '' ... 

I saic "I don 1 t mean Oscar Ewl:~r ; I mean Oscer Cox, . " ? ~ tl-.o De, e.rt:nen t of Justice. 

l!o sald, "He has just made a a~:lng ar ound the country 
f or mo . " 
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So I said, "Then we a r e talking a bout the same person. 
·::ill you handle that?" 

He no.id 
P.n,ointment ?'' 
d,n L. 

"Yes . Do you know it is a Presidential 
I said no. He oaid he woul d take car e of 

I asked him about this Declaration, and the President 
~aid, ":;eL, you know we have t o consult the English 
l..oi'ore I do anything. I'll ask Sam where it stands. • So 
: l eft the Jeclaration with him - a copy that rr . Pehle 
-sve ce - as a r eminder . 

I said , "I understood Sam to say he would inform 
tl.e 3r it ish . • 

:!o said, "I haven ' t heard , and I have got to ;reit . " 

I said, "T'nn t is right . " 

Then I -ot on to the question - and •::ill you make a 
r.rlc to tell Pehle this lest part? 

~S. KLOTZ : Yes . 

• t.L. Jih .... About tlte t r oubl& we wore hav ine with 
knbn~sador EAyes in 1adrid, end that other a~encie s were 
hnv:n~ difficulq. 

The President said, "Yes, I kno11 about it . " 

I said t::at ..-.e -:=o:~ld like to su cest that he send 
7or Corcoran over there. 7he President said, "Fine," 
end I said , •·::e 11ant sOt!;ebody who will work on Ambassador 
!.n;ros and try to get somet hir,:; done . Don ' t you t hink, 
;.:r . Pre sident , tl:w. t it 170uld be a nice t hing i f you, 
··our self, invited Tom Corcoran to go as your represent­
ative?" I implied bringing him back into the camp. 

The President go t it, 11r0te it out , and said that 
he would send for Tom Corcoro.n. 

I then said , "Look , ;.'r . President , I think it i s 
tl.1e that we a ppointed Pehle as full Direc tor, and I 
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ju~t do:t' t know ho;-: ~te should so it . 
to cone i'ro:n the Cor.uni. ttee?" 

Do rou want it 

J:o said, "If t he Committee will recommend it. to me . " 

I sald, "".'le are having a meetin?, and if some thing 
i s accomplished, so that I can tie it un together .. " 

llc snid, "I 'll be very gl ad t o do it . The reason I 
Jidn ' t do it in the first instance was that Pohle ·.1asn' t 
::ell cnousf\ lm01m . I think he is doing a swell job. " 
, .. "td ho repeated himself . He said, " ,'/hen some nells story 
brenk:, I 'll tie it into that . " 

7hc next meeting, I ' ll put a resolution through. 

Then tl: is coztes under the heading of t r ivia - no 
lt doesn ' t , either. I told h im I was worried about his 
hor.J th. He told !r.e about a nain in the base of his necl: . 
I su-~osted he go to Dr . Swope . He said he t hou!"h! he 
·::ould . I said I thought an osteopath might help hlm. 

(The Secretary held the followi np; telephone conver­
sn Lion with Judge Rosenman: ) 

21.0 
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~!arch 1&, 194ll 
1:51 p.m. 

Hello. 

J11dge Rosenman. Go ahead. 

Sam. 

iiello , Henry . 

Ho•· are you? 

All right. 

I eav thP ?resident today . 

So, I see. 

And -- Ob, I didn't see any t elev1s1on 1n t here. 

llo , bu t I ge t the aonolntment l1et and I assume 
1f you 're on the list t hA t you're there with the 
ueual Treasury effic1enty. 

(Laughs ) Anyway, I brought .-- I aaked him about 
thls declaratio n about r~fugees . You see? 

Yeah . 

An' ~e eai~ t hPt he hadn't heard from the British, 
and that t h ey should, of cour ee , be consulted. 
And l said, "Yes• and that you had said that you 
would 1nfor o them. · - -

Yes . 

·::ell , he sa!d that hP hadn't hea r d and he was 
~;o1ng to ask you, and I jun wan t ed to tell you 
the t I had brought 1t to h1a attention. 

He ~as going to ask me ? 

Yeah , why we haven ' t heard from the British. 

'tell, my God , the last I saw o r the thing, Henry, 
1t was on hls bed 1n thP bedroom a week ago . 

Yeah . 

I don't think he's done anything about 1 t. It's 
-:>robably 1n hls basket . 
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•.~ell, I -- knowing that he wouldn 1 t have one 
handy , I took over the copy that you gave us. 

Yeah. 

And I said t ha t tha t was a copy that was furnished 
by us, but I di dn 't know lt any more changes had 
been mD.de . 

tlo , the copy I gave to •••. 

?ehle • 

. .. . l'ehle is the oopy th~t wa e aublllitted to him. 

Well, anyway ••• • 

There were some pencil corrections on there. 

212 

. . .. inasmuch as he seems to be under the impression 
that you wer e going to take it up with the British-­
uh .... 

I'd better talk to him about it. 

That ' s the purpose o f my call. 

All risht . I ' m sure he's still got it. 'Ahat did 
he do ~~th the thing you gav e him? 

He said he would use thot as a memo randum to ask 
you what you had done with th~ Bri t18h. 

(Laughs) Be's a corker. 

(Laughs) 

All right . 

Okay? 

All right. Fi ne . 

Do you thi nk we can - - maybe soon? 

Well , I don' t know. If I can bust in ther e this 
af t ernoon • .. . You eaw him at the house. I don ' t 
think he's comi ng over here . 
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I don't think so either. He'a go t a lot or 
stamps on his desk. 

Yeah. Well, I'll ask Grace whe~her sbe saw it. 

Well , he's go t the oooy. right now. 

213 

'iee, but I wonder wha t he d1t.'l W1 th the original. 
It may be he sent it over to the State Department . 

Well •... 

I n which event, I' ll call the State Department . 

~hat -- what daY do they change the bed linen in 
the White House? 

'nle which? 

The bed linen. 

~1ell , what was the date of-- let's eee, he saw 
it the-- do you r emember the date on your copy? 

!lo. 

He saw it the next morning. 

Yeah. 

Okay , well, I' ll foll ow lt up. 

Thank you. 

All right . 
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~S. KLOTZ : Had Judge Rosenman gotten i n touch with 
the Br itish? 

H . l~ . JR : No, the Pr esident never told him to go ahead 
with it . 

l.:m>. J<Larz: I get it. 

H. l.:. JR: The Presi dent never told him to go ahead 
:~ 'lh it , so he was wait ing to hear fran the President. 
':'I.e President said he thoueht the Jud~e was handling it. 
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Saturday, March 18, 1944 
4:36 P. M. 

T r.~.ot:PHvl1E HESSAGE FOR SECRETARY HORGEtiTHAU 

FRG!-: JUDGE ROSt:llMAN : 

"That state!llent on r l'fugeee i s goi ng 

to tt.e State Depart~ent to be checked with 

tt.P British . " 
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! he UnUtcl JaUou are flpUq to .Ue a wrld la '*lll 
t yranny and aafre111oa ... •t alnl a wrld ..._ .,.. 
f reedom, equal tr ud .1uUee: a WI' d la wllln all ,. ..... 
regardleee of race, oolor II' ll'ltcl .., ll•• la ,... •• ~ 
and digni ty. · 

I n the aeaaUae lJI .on of luope ud la pane of .Ula 
the eyeteuU o tonare aad .udel' of olYlllue - ........ 
and children -- by \Ill lull Uld "o .Japueae .. ,laM a­
abated . I n UIU 18ll,1q&'tcl ~ till ... I'OIMI'I IMIIIIt hl•• 
Cseche, Worvtllaaa, Dlltila, DIM1. hna. lrllta. ••• ,, 
Chineu , F1llp1DOI- Uld..., O'MI'I- &rl IIebi ......_. 01' 
frozen to dta \b or aid~_. la oold lllood .lJI a ... pa~p of 
eangery. 

The t l augh\tl'l If laraaw, LidiOI llaarteY Uld laatta. -­
the brutal torture aad •ftler lly tile lapue11, aot oalr .r 
c1T111ane but of our owa aallaa\ Aalrloaa 11ldier1 Uld fllll'l 
-- theu are 1'arUiq naaple1 of vllat pn 11 a, by d&J, 
year in and year out, werner th1 la11l aad U1 .Jap1 are in 
military oontrol -- fret to follow tlatir b&rbal'lo purpo1•· 

In one of the black•-' orlatl of all lai1torr -- 1111111 bf 
the lfuh i n t he d&J ef pout aad alUplltcl llr \Ia• a iadl'td 
t1•~• in tile of war - \ht Ylleltaale lftttll&tlo nnter of tilt 
J eva of Europe 1011 oa --·ba'tcl •••1'1 lacNr. U 11 tlltrefore 
fitting that we 11l111ld ualJI proolaia .. r dthnlnaUoa tllat 
none v&o partlol pah ·11 tllllt ach of l&ft.ltr)' 1llall 10 a­
punished . !he U.Utcl I&Uou llaYt aMI U l lt&J' t llat 'Mr Ylll 
pursue the guU t:r aad dtllnr \JaN ., la order 'Ia&' .JuUoe 
be done. fllat Y&ral., appllee DO' • lr to tilt l ...Sen '~~~~' 
aleo t o thei r fliUUoaartu Uld nbentlnatn lD Otraaar aad 1.D 
the aahlllh oou'r11e. 111 no Dowlqly 'ut part lJI \M 
depOrtation of Jewe to their death in Potaad or lorwe&l&lll 
and French t o their daatll la Otra&IIJ are equ.lly c•Ut{ Ylth 
the executioner. All who 11a&rt the aullt 1hall 1 rt Jat 
punhhaent. 

Hi t ler 11 ooui,tlDI thtlt oriatl .,..111t ~it:r la the 
naae of the Otrau people. I ut ntl'f Goraaa aad ntl'f ... 
IYeryvhere Uldtr 1&11 doalutlOD to llaow 'ht world by llll 
acUon that 1D Jail llaal't llt dON .. , llaart tlaelt luaat 

' 
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cr1a1oal delirtl. L" k1a lllde tlleM ,...._ Ylnlu, .... , 
the• t o get onr tllelr bordere, Uld de •t lle .. te _.. 
thea troa the lad llupu. I uk llla al• te 11:.., _...., 
and to reoord the n1clnoe tll&t will ne dar 1ae •• te .... 
viet t he guilty. 

211 

In t he aeanUae, aDd 11(1Ul tile Y1otory tllat Le .., unr• 
11 von, the UnUed. State• will perenere la lte etten• te 
rescue the T1ot 1aa of b~\allt{ of tile lasle &ld the Jape. Ia 
1o far aa the Dtot11Uy of aU tary openUoae penU tllle 
Governaent wil l u11 all aeaae at lte .....ad to aid tile e _,,. 
ot all 1nielldecl T1oUae of tile lall &lid Jap uenu .. w -
regardle•• of race or rellaloa or oolor. Je tall .,.. tile 
tree people• of lurope &lid ~ala taponrUy to opea tllelw 
tronUen t o all TioUae of oppreee1•. Ye ellall tliiiA .... 
of refuge t or th~a, &lid ,. allall tlDd tlae ae&DI for tlaelr 
aa1nienanoe aDd lllppo:rt uUl tile tyraat 11 dr1Tea fro. tllelr 
hoaelanda and they u.y reura. 

In the D&al of 2uet1oe and bua&Dlty let all treldoa ll'fl., 
people rally to thla r1ghteoae uadertlk1Dio 
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Tho Secretory aat~d ce to come at 5 o'clock to \~ up aome cattera 
•hich l vnnto4 to brill£ up wich ho 1\Qd not hod tl.zo to 4hcu11 thot da:i 
:r. ~'" o!fico nnd wao to be present when tho Soviet .Acbooaador called at 
6 o 1clock. 

1 . l !1rot took up tho OU680itod 4ro!t reply tor tho Proa1dont to 
Chureh1,l 1n reaard to t ho Br1t11h dol lar balancea. the Secretary 
" ro""d t h• dratt &o ouueotod b7 tho froaoury and 414 not tool thot 
e1tll,.r Crovlty1 a auueation or t he auepation J:&d8 'b:r Boatov t hould &0 
l~ ~·· cable. Ho aloo 1Ddicatod thot he vould like the coblo claarod b7 
.:~:-: '~· 1t poaaible. 

2 . Socondl)', I t ook .,., the quoation raiood by tho State Dopartaent 
f n.o ., roprla tt 1ntoreat a:aorttzatlon t el'lla vbicb the freaaurr clae:xtd 

t; be cltalrAble on the pro~oae4 credit arra.nceoont vUb the Sortet 
~'Ye:.-.,gont on lend-lt'e.se co.terial. ~~ Secretary t&id t hat his rle¥ of 
.. r.a a, ro:lriata tenas would be one-e16bth o! one percent aboTo t he carr,"­
ln~ coot or t ho ptlbl ic debt not1f1cat1on to bo civen to tho Sov1ot 
:.l\'trnment ea.ch Je.n\lAry of the rato which would rtprtetnt e.n avera&• of 
·~.a prevl?Ut year ' t coata. Tnie would aalce tht lntertet about 2 percent. 
Ho did no~ think tho.t tho 1n~oreet rnto wolll4 cliMe• V01'7 oubotantlally 
over tho comlng year ' 6 in view of the lar&• »roportion ot t he ttxcd 
lnttl'oot or coot 1n tho public debt. He nlao thoU4ht tho omortisatlon 
orl d 1l6ht bo around 20 yearo and that whethe r tho Stnto Deportment 

eho~ld bosi n with tho p ropooal tor 15 70ars and bArcain would bo a matter 
~! th,.1r Olin Judgment . The Secretary &&reod thAt the propoaal under 
~1teuaeton di~ not meet the nost - var needa ot either the U.S. or U.S.S.R. 
At' t!, t tho larcer progr= b bad M.d 1n o1nd vould bo aore au1tablo 
a:. ~· 1n1a ne had not yet rend t he menoracdua ht ha4 aake4 to be pre-
are' on t he eubJect but that he would do ao eoo.n. Ht wondered vhat I 

"o-"-;!-.t o! t ho 1doa that he ohould co to l:oacow with t be Uaa of his 
~ v~t1~ tO~ bi g b~lnesSGen. tho Pres ident or the u.s. Cbnaber of 
~) .. trct and poadbl7 eo» biG 'ban.kltr• and a un like Xaitt r. I t old 
t!o l t~o'J&ht thnt was a.n ueellont 1doa and he oaU be would koop it 1.n 

1r.~ . 

3· Vo t hen dleeuaeed t he ae~oranduo on lend-ltAaiQ& of tllver to 
~thtopia . Ro aaid ho vould oign tho l etter to OrowltT DOkin& tho 

rt'oCOt~J:.ondation . 

1, , 'J0 
thoo 41acuuod ~ho question of lond-loaol.n(; o!lvor to Saudi 

Arob1Q. I told him that we ln tho freaturr vere lnclinod to bo very 
eonsorvativo with reepect to t hia loan and to take •• l ittle risk aa 
~ose1b1e ~nd t hat the cable giving our vieva t o our representative there 
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D1Y1a1on of HonetaY7 
lteaea.roh 

call•~ ror ou'botMtial rol8rveo to 'be oot a aUo by llawl1 J.rab1a out 
~t the solniorago from the ailYer. Be eaid he waa vholl7 1D acree .. nt 
v!tL thh. I told him that the M1ddlo Eaet ropreaontaUn ot tho 
St~to Depnrtmont waa doo1rouo ot helping Sa\141 ~ab1a ao much ao poo­
•1blo ovon to tho oxtont ot pooo1bly oubo141o1ns tho so•ern.ont by 
101;~e $20 mill i on 4 year the !)urp:oee bein& the o.uuruce of an oil 
oup'l'. I oa1d thnt ve 1n the Trenoury didn't •• • tho Juat1t1cat1on 
f(lr euch e::q~en.diture e.nd vere incl ined t o oppott t.n.Y auch t ube14Jr unlea• 
1>re in!orme.t ion t hAn ve had on the aubJect pve a cleo.rer l)1cture of 
lt£ !uati!lcation or unleee the State ~partment tol4 u. in vritina 
~ t t lt thould bt done .xelu.!vely for political re&aona. !he S.cretar,r 
l-ll1" thl\t that vee hla ?lev too but 11Dce no def1n1t• J>ropoeal vas before 
ua !hat t here vas no need to tat. AA7 action on t he &&tter at thia 
tke . 

H. D. llbito 
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SEGHET 
P. ' ./,~ -----

THE WHITE HOUSE 

WASHIN GTON 

Mal'Ch 18 , 1944. 

'J cleo t· f'r . Secretory: 

Refe t•rinz to your i nquiry or recent date 
ln rA ·-.•d to tho pur chase by our forcoa abroad o r any 
t• tld 1'""" motorial , I have been unable to f'1nd tha t 
':10 ·.ner1c&n fo r·ces in any case actuolly purchased for 
~ .o l t• uno nutel'1nl pr ovided under lend lease , 

I n reGard to lend lenso c aaollno 1n tho 
z.!tc:! l'in ~doo , tho followi"l: 1s tho beat lnfor:'l&tlon 
• t • I> •:o boon able to ;:et from our ·•:ar Departoent : 

· .u•ollne rz·c>c ti":e United state• is turned over to t he 
II' ! ' : sh u:l'lot• lend lease and 1s re-1soued by the 

;o,! t ~ sh ~o our units under reciprocal ald . These 
t.rr.ns'l · · !ona do not involve any monetary change or 
~o~h P"Y=icnt . The only t·ecord r~a 1nta1nod, which is 
omtJnlly blnd1DG, ls the record o!' tho quantit ies 
•i e h z·od or r e - issued . Eesh Government es tabllshes 
r l't •ttn fo r~ l' s o Yrn accountinu purpoooa but not as a 
r 1 t c ·· tho tt~onoac t1on." 

The latest United Stn~es ~ricoo for c osol1no, 
1 1 ~ •tod J r oM tbl :le w Yor k Petr oleum Pool in dollars per 
un·el , '• t•e Ba follows : 
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oetnne ~7 . 82 per barrel or ; . 16 1 per gallon 

Tho l ll test available Bri tish prlco~ for the 
U<>l !ne ( 100 octone) is a3 l'ollow3 : 

1 h:ll.n 'I pe:1ce - e qual to , . 260 per U. s . o;cllon 

Tl,ls stute:1ont 1~ not particularly clear 
" " but ~•rhaps it 1s und erstnndob lo by aoce of your 

'1-!"tr t.s \TLc u oo l in :no.tters of tha t kind . 

l1o ;!c.n t~nu lo , 

'·enry 'oz•c..enthau , Jr., 
OO J<o t.a~ · of t.l.e ... J~easut•y , 

.t.a 1 '1 ton , • . . :; . 
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llldolral • I N llliiP; at ... T-* .... - • 
*'icb U.• ws .,_ WN t' 1 ', 
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COiif!DWTIAL 

our llr. Secret.aeya 

FBDBRAL RESIRVI lllJI( 

OF HB1f !OR( 

llaroh ~7. 1944. 

Attfntiag ; l'r. H, D, !bitt 

I a oncl<>einC our coaplJa\im tor tM -k ODdocl llll"'h 81 

191..1., ahowinc dollar cliaban-ta ou~ ot the Br1Uab &opire aaxl 

pend.i \ urea were tinCICed. 

1•1 L. W. J(nclka 

L. W. Kncka, 
Viae Preai<lent • 

!M H..noreble Heney llorconu.aa, Jr., 
Secret.aey ot the Treu\D7, 
.. ahi .. t.on ,zs, D.C . 

Enc loe11ree 

COPY 
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~tq ' lt'\'f.q'(l 
ll;.l 1il='n l.liU {W'tOJ. 

twl"U~ol ... ' 

- I 
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MAR 18 1944 

l'oar c ..... u, 
1 • wUla& &. ~N ., .,.PHlaU• ru * 

ophn4U _,uaU• _. aaela'- " a.... ._swc 

l rf>IA 3oba Uallo7a• 4v1 .. MU' r-• ••-••• 
•l~ll cuau• ettlelala --aS~!& u. a-.1-'•U• 
or Ulo _.1& •1••- 11&1- ar..-a-• •'-~ 
lnt.o laat aJI'la&o 

Kr . Bl ckoraoa etro~ • a-..or ot oal~lo ...­

a u\lona a1ab baft alaaa It- Maapto& 1t7 •• c-uaa 

Jnen~•••• Dt Ull a •• la ._, osa..r .. ,., 1M •­

\l'lbl.lto& -MI'lallJ k ... •-• at ua. 41••••1-• 
11-Hl.Jo 

9lr I) ... pethn, lt. 

ft-blo , _. .. u 11•111 

n.. l ooro\ai'J of l k\oo 
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THE SECRETARY OP' STAT£ 

WA!SHINOTON 

Lla rch 20, 1944 

Dear ReJU7: 

I wiah to thank you tor your letter of llarch 

ei8bteenth expressing a ppreciat ion tor the coopera­

tion and assistance rendered your Department by 

~r . John Hickerson during the re cent diaouaeiona 

with the Canad ian ot'ficiala concerning the 1npla­

menta tion of m&Jt1mum-m1n1mum balance a rrangements 

entered into last apr1ng. It is encouraging to re­

ceive such commendatory messages about =1 aeaociatea 

and I want you to know that I apprecia t e the courtesy 

which prompted you to bring this 1natance to my at­

tention. 

Sincerel7 7oura, 

'l\1e Honorable 

Henr7 lolorgantbau, Jr . , 

Secretary of the Treasury. 
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MAR 20 1944 

duiac ar ,._, 4S I .,_ wL11t .._ C 11• 

bated. , .... ,.~ te ........ ot .. 

.u...-. 
I • ~ a ..., at a •• l baft 

_, t.a S..Ntu7 liloll. 

SiMeN1rt 

........ BJ,Nre -· --· ~,., ....... 
~Do C:o 
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~.-c--..... " 
.,.~...,.v or .. ,.,. -·· 

De' r llr . SAOre t11r y : 

D EPARTMENT OF STATE 
"VASHIHGTON 

! have ~ecelved ~l tb apprec1atlon your letter 

<>f ''a rch 20 , 19 4 4 , wi t h t<blch you enolneed s cory 

~r thP l Ptter which J OU s ent to Hr. Hull on Y~rcb 18 

ln re~A~ to ~y wo~k wlth you en~ your ~eeoclAtee 

f.utlnr the rP.cP.J.~ <ilscu&Plone wl t h Cenad18n 

a fflclslA concernln~ the lmplemAntot1on of the 

n.,.x1mum-mln1mum bsls nce e r·rsnKement entered lnto 

l~P t pprlng . 

It ~<PS thoughtful o r 7ou to wrlte tble nice 

i•ttPr to l~r . Hul l 9ncl I em rrr~tto ful. 

'l'ho "'~norsble 

Your• •.l..D<'I'rely, -

Henry Morgenthsu , Jr., 

Secretory of t he Trsoeury. 
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!larch 18, 1944 

•• o:w JJXJ!.t r'<)l! nc:; FILJ:S 

~~ . Lochhead called the Secretary• s ofl'1oe ;,reo t orda.,y and said thst 
he wanted to see him . He told J.!r, Fitzgerald t llat he had received an 
invi tation .tra a .. linister J;W>g and K. P. Olen to come t o China and he 
l!antod to a au the Secretary to toll h1!D about i t. '111e Secretary via 
i itzgorald said t hat he would have to • •• z.:r. uhit·• · 

..:r • •• ochlload called on "" at ll: OO a , ,., toda.y and said that he had 
r.Ct>iv<d " cabled invitation rro.. Jlr. KWlg t o COII8 to China to discuss 
;:T"-'l""'" of reconstruction and their relationship to his organizat ion 
r.ere . !'o was rather va.,aue about the subject o£ hie trip. I asked h1!D 
didn't I re_,bor correctly that his ccntrAct With the Ulthersal trading 
IA> 1,>&l\;f ended tlds year, and be replied •Yeo . • I said then wasn't it 
ti<:e t:1at he renewed the contract, and wouldn't he have to go to China 
to renew too contract ? He l'6pli.ed "les. • However, he aaid that llis 
c:>ntract flU With the <l.nonce !.!:inistor and he was only assigned to 
Universal so that 1n a sense he said he was workin8 for Kuns . He said 
h·J tho~1t he oueht to 1nfonu the Secre tary tirat of hio propos ed trip. 
rid sa!d that, o£ course , if the ~ocretary disapproved, he wo;Ud lil<e to 
knOI¥ . • said that i t s eemod to.., it wao a I!ID.ttar which r ooted wholly 
with himaelf. Since 1 t TillS a question or r en8'oflll o1' his contract I 
<d.dll ' t thlnl< the Secretary would have any objection t o his going to 
Olin<> t, discuss t ho matter with the Chino so . Ito thon said that he had 
b~en b;,r to seo Currie, Cox and Vincent and discuaoed the matter with 
\..10 n. lie also said he !mew there ..-ere a lot of things going on and he 
thougnt Kung mieht raise a lot of questions With hia on reconstruction, 
etc . He said there were SMe things he would be glad to take up for uo; 
he <li!l" t be or help to us 1n soce or the probl.,.. "" wore oon.trootod '111 th . 
! said that we had a nll.'!lber or proble»; that we handled the•, together 
with :itete and Arr:J;t, by cable and tltroUilh other appropriate Gover"""'nt 
ot'ticiala hoore. 

Lochhead aaid he i s tr;,r1ng to get transportetion and State Depart­
aent misht aak Treasury for Treasur;,r approval. I aa1d that I didn' t 
soe how the;,r could uk Treasur;,r approval sin.,. '!'Naeury ha d notllin& to 
do with his trip end that i t was entirely a per sonal matter between him 
nnd his Otnplo;,rera . He said that they might call up t o £1nd out whether 
ho was "ull right . " I replied that "They knOif you well and, o f course, 
thoro could be no troubl e on that s core . " He said he planned to go by 
about ~..., lat and would drop 1n a&ain and seo if we had an;,rthing t o 
t rnnslllit t o K. p, Chen. He thon sholiOd me tho cabled cocomunication 
which requested t11at he c oma to QU.na to discuas matters . It was s i gned 
by Kuns . · 

H. D. \!bi to 
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' r.rch lu, 1944 

y ,onr - r . ... t aela: 

I am sending you a photostat 

o~ a very nice letter which t received 

! rc;> J' , oodr•.rf, ot' tne Coca-Cola 

.. tth kind r otrftrda , 

Your:. s i nc:erely, 

I) K . •-••••• Jr 

r . AlCrod ~toele , 
v' Arcy Advor t iainG Coapany, 
f.}() ~dison Avenue, 

c\\ \or l: , • Y. 
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Photosta ts to: ~. Gamble 
J.lr . Smith 
Sgt. Dudley 
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•.W. 111'0001t\H'~, C .... , . .. _...., 

,,,c .. ,. .... co• .. •"''' 

•r ,. (' .. ,.. 

WILNINOTOH, OEL. 

,.. r • _r • ...,.n~--.an, 
o,. •! e ,.<\~: r· , 

;,. • I 

I (lfl"'h }4 J ) 941 

:,..1 r ·t!>nP.r at•!; r ... r ,.·n1t.1t"n l'l' H,. , t~t'l ~i" M'T r~c"jo 
·.,c•.LH.1r!' ,llf·P!':!"S 1 ~ 1'-"t tl:.: . 

l )~!'"tf'r· r":c: .. ::.th ~\'('lj 'rt,,.r,..f't. 'il'CI O)l'IAtn rP to · ),e 
r• "~r\. ·o ·,,, :'lt',>n on t:r .. · :k• ,.,t. ~.t)•r, rtfl '"" ··:; 
'·"" ,.. r.t•"'i"' ~ tW t \I t st..l'lr ,.P.r t!,. r.1 rt.h • ,_r l .. 11:•r1 l r ~ .... e . 

spl 

~ •:·nrt. ·.v 
r 1_ on t. '"' 

l.1i e t. .; :J 0 ror ·I.: I 11 J f,.() 

s fi \..: ~· !":"'brs 1 \ ttt. on 
r or ·· . rc::e on : 1 sr- :: f' ·e . 

c~n.,..at.-.J . .at.c 
1lllr ~r"'P.c tl;' 

£33 
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ll!troll ) , 1944 

Uv c ea r llr. Woo4nf f : 

I ahoul4 like t o taka \bla oppor\uaitJ ot tb&Dk• 
1D8 you "D4 Jour auoohteo of tbo Con-Cola CooopaJIF 
ror mek1DC available r our pro~ l aat avoDiDC to tho 
Treenury Departa .. t. 

8a csuoa ot JOUr vary I ODoroaa &Dd patr1ot1o s••­
tur a, it waa f Oaai blo t or •• t o s iva t ba Natioa a 
ra,or t 011 the acooap l hlllll•to ot \be l'OG.rtb liar Lou 
Drive. ~e at the 1reaa.r, tel\ \bat it wee vi t al t o 
t he auooes a of our tutaro eaa~ataaa that .. ~priao 
the k r.erioaJl people of the tuaiUo rMillto e t tallle4 
1o our drive Jus t &Dta4. !bo feet t hat ~warda of 
sh:tJ a1lll oa • Boeu e l oao ware aolt la n14aaH t hat 
a ~re~t par\ or ouz po, ulatioa Dot oDlJ aupJOr\84 t hla 
dri ve adaquatalr but would be 1ataraeta4 i n heartDc a 
f ln~l ra~ort oa tho aalao. ~lao, it aavo .. aa oppor­
tunitJ to thank t ho aillioa• of loral tolka Who aata 
thaee c&apaicua poaoiblo. 

I kDow t hat rou aro aware or the apl endi4 help 
that • • continua t o &at rroa Kr. Steele aa4 hie aoeo­
oi ll t .. 1a pro4uat1oa or oa7 'h' .. ArJ ohowo. I o1Daara­
l y bel ieve tbat JOU at Coaa.Col!t ltave nary r ipt to 
be ~roud or t he help that roa ~·~• givaa ua. 

Wr, R. W, Woodruff, 
Cbairaaa ot the loart, 
Coaa.Cola Coa~..,, 
)10 »ortb Av ... a, •· '·• 
~tlaata, Oaorata. 

TrOt eob 

Siaoaralr, 

(111pe4) Hennr Koraen-. Jr, 
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TREASURY DEPARTMENT 

INTO OP'~K COMMUNICA TION 

OAfa 

To £ccrete.ry 1\orgenthau 

~oow Fred Smith ts 
!.!arch 18, 1944 

George Gallup is out of town and oannot be reached 

until !londay. 

At that time we will try to get a statement out of him 

to send overseas, pointing out that polls show the American 

:,ublic to be more than willing to make any sacrifice for the 

"ar . He can n:ention a fen pertinent polle to proye his 

point . 

It can all be hung on the story of tho tax poll, as we 

c.i scussed. 

I ' ll follow this up. 

Regraded Unclassified



F'r t 4 8111 th. 

The SeortWI'J. 

I think 1' would lit 'fei'J WOP~Wbllt to II' a 81tll&ll 

to thl toldhPI and uilOPI O'fiPII&I about U&e Gall'llp Poll 

and tblt 90_. ot the people ue uUtf1t4. Matlle J011 oan 

sn a 11 ttle eo•etiac apto1al floo• Gell11p 1n the ft7 ot a 

mea .. , e. I t 1011 ~nit well of ~ •• I'd ol ean 1t 11p aot 

later t han Satul'da)' nooa . 01'fe • e a r eport on 1 t, plea11. 

2'3G 
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TREASURY DEPARTMENT 

ro Seoretar:r llorgenthau 

~ooM Fred Smith@ 

INTillt O I'I'ICil COMMUN ICATION 

Attached is that geMn of an idea. 

March 16, 1944 

If a Senator were to m.ake a little speech like this on 

the floor, and it were to be well covered by the press, it 

~itht start people thinking about how well we have done a 

vi rtually impossible job , instead of how far from perfection 

we are. 

Besides, I think it is good politics to pat the people 

on the head for what t hey've done. 

237 

Regraded Unclassified



!lrelt H2 
3-16--14 

SPeECH FOR SENATOR 

I should like to have a few minutes t o talk about the 

Ame rican people. 

I Ytas considerably impressed a few days ago when I picked 

up my newnpaper and read the results of a public opinion poll 

1\'llich indicated that ninety percent of the Aim rican people are 

satisfied with the high taxes which they have been called upon 

to pay because of the war. 

238 

This poll vtas made at t he very time that t he American 

reople were paying t hese taxes. If such a poll were made afte r 

the taxes had been paid and more or l ess forgotten; or if the 

poll had been made before the people r ealized hovt much they 

would pay on !larch 15 -- then you might expect a minimum amount 

of co~plaint. But here were the American people -- fifty 

aillion of them -- sweating over their income tax foms , digging 

into their bank accounts or borrowing money to IBY the most 

collossal personal income tax bill i n history -- and r ight in 

t he middle of it , nine out of every ten, when asked "Do you 

recarc the amount you have to pay as fair?" -- nine out of ten 

ans'llered "Yes." 

'.Vhen I saw this in the paper, I called up Henry Morgenthau 

and asked him i f he had seen it . He said "It didn't surpr ise 
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:no. The people of this country not only pay their taxes, but 

they have invested 29 billion dollars in War Bonds . Our 

people have their hearts in thie war far more than it may 

seem on the surface . You only have to see Vlar Bond drives 

f rom 1m ere I sit, to be sure of that." 

239 

I think it is high time thet all of ue here in the Govern­

oent paid tribute to the way the American people have reacted 

in this 11ar. Sure , they have complained. They have co:nplained 

a great deal . To anyone eavesdropping on our family rows, it 

~;ould soom that a great portion of our people aro irreconcilable 

about the restraints pl aced upon them, and about the way in 

l'lhich the war is being run, and about manpower, and materials, 

end the steaks and butter and gasoline t hey can 't buy, But 

most of thet has been just talk. I':n not sure it isn't a 

healthy sign . Probably tne war has been run a lot better 

because of it. 'fhey com?lained about their tax forms, and 

they are going to get simplification. Long before the hue 

S.'ld cry was heard, the Congress and Treasury were working 

toward simplification. Then Doughton and George and Morgenthau 

put their heads together and came up with a sensi ble plan --

and the job is practically done . 

But the important thing is that in spite of all their kicks, 
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the people peid their taxes, and said "Okay. If it costa this 

much to fight a war, we '11 foot the bill." 

This same situation has existed in every phase of public 

acthity durill€ the war. 

Folks beef about the OPA, and paint a picture of the most 

topsy- turvy bureaucracy that thei r imaginations can conceive . 

But ninety percent of the people, in spite of this, go along 

~ith the restr i ctions that VFi places upon them. ind in their 

hearts they are glad to do it. 

They complain about the contusion in Selective Service. 

2 i0 

But even while they are complaining, ten mill ion men, willingly 

c.nd without serious protest , leave their homes and businesses , 

compl etel y uproot their lives , and go out to defend their 

country - - and to defend, incidentally, their right to complain 

about it . 

They complain bitterly about the Office of Economic 

~tabillzation , and proclaim that regimentat ion and the restric tions 

set up to keep our economf on an even keel are unnecessary . 

But the people obey those restrictions , and do it willingly. 

Tl~y listen to the pleas of government officials, and don ' t go 

staggering through war prosperity , spending money like drunken 

sailors . Since 1940, they've put 29 billions into bonds , 9 

billi on into insurance, 5 billion into savings accounts , 1 billion 
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into other savings and debt repayment , and they h&ve 30 billions 

in cash and checking accounts that they are hanging on to. By 

handling their money intelligently, they have so far kept 

l ivinc costs down, just as we hoped they would . No, gent lemen, 

lhey haven't been as unhappy witli restri ctions as they 've 

~ounded . They 've strung along with us on stabilization just 

as 17illincly as they have paid their taxes and bought Bonds, 

t:cr.'l mind you, I am not advocat ing confusion, of which, 

on a project of the magnitude of the war, there is of course, 

all'lays too much . I am not even sayill{; that confusion is 

unimpor tant . No effort should be apa.red to clarify our war 

administ ration, or to make our bureaucracies less bureaucratic, 

or to Ulll':ind the complications of government policy. 

But I sometimes think that we are not seeing the forest 

: or the t rees . 

Gentlemen , on December 7, 1941, a miracle took place that 

puts to shame most of the miracles of the past. 

On the morning of December 7, 1941, before the staggering 

nevrs reached us , we were a completely divided nation -- a nation 

wilh a thousand ideologi es, ideas , plans and ways of life. 

Fully half the people in our count~; believed deeply that the 

war would never touch us. A dozen organized forces pulled in 

opposi te directions to curry the publi c ' s favor . Day after 
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day fron a multitude of sources, the American people were 

beinc told cont rad i ctory facts -- or eo- called facts , many 

of them hot off Dr . Goeble ' s gr iddle -- purporting to give 

them a basis upon which to make up their minds about "that 

war· over there . " But how could the American people make up 

their mi nds what to believe when all these contradictory 

:h:."'!;s were beln& thrust at them? 

On December?, we were a completel y unregimented people . 

::e had the beautiful independence and -- and I might even say 

clsor~runizat lon - - that only a De~ocracy affords . And yet , 

on this day, we were thrust into war against tightly organized, 

dc~ply regi1lented na t ions i n which whole fanatic populations 

we r·e ded icated to destroyine everythine that stood between them 

ond ::or l d supremacy . 

On this da;r , December 7, 11e were faced 'llith the necessity 

of or: aniz i n& 136 mill ion people, with nearly 136 million 

:n!!ivldual , different i deas and beliefs and convictions, into 

a uni t strone enough to fight off the most vicious, ruthless 

and mos t ski llfully organized menace in the history of the world. 

:11e have talked now for three yearo about all t he things 

that are wrone about the way in which we have handled t his 

unprecedented job that destiny dropped i n our lap. We have 

cornplained about overlappi ng bureaucracies, about government 
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extravacances, about regimentation, about restrictions , 

Certain of our Republican colleagues with an air of utopian 

simplicity have declared that under a Republican Administ ration 

all th i s never vrould have happened. All of it woul d be cured, 

ns if by magic, if we but had a new and inexperienced President . 

Unfortunately, they have not decided, and don't seem to be 

able to decide l'lh ich of the gentlemen with their hats in the 

ri nG is the one who has all the assets, but from the criticism 

:hey hand each other, they seem to be agreed that mos t candidates 

are bri mmi ng over wi th l iabilities. Most Republican managers 

seem to believe their man is t he man, and all other Republicans 

are une qual to the t ask. Each of them secretly believes , and 

many oJ' them have admitt ed, pr ivately, that there are only two 

men in the United St ates who can carry this country through the 

rest of the rtar . One of them is their pet candidate, no matter 

11ho he is. The other is Franklin D. Roosevelt . ·,-;e are 

flattered that a Democrat can be a second choice of so many 

~epu ~licans , who so violently disagree on a first choice . 

But that is beside the point . l'he point is that a miracle 

has tc.ken place . With the world's wors t start , we have out ­

organiz ed, out-produced, out- thought and out-f ought the 

aictators. This miracle has taken away the breath of Adol ph 

Pitler, and shattered his dream of world conquest . Only in 
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..;:1el'ica , 1'1her e people complain more bitterly and violent ly 

and eloquently than the folks of any nation on the face of 

the earth - - and yet make sacrifices more willingly - - could 

lt happen . 

244 

I am not suggesting that the people stop complaining. 

I ao only poi nting out that we in Congress, and in the entire 

t;o·1ern::~ent, should never lose sight of the fact that under­

neath the co~plaints is a patriot ic , ti reless determination 

to see us through t his war victorious , at any cost. 
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li.t.llv .• Aiil>U\1 t'OR TH" Pil~> .. ! Di.llta. 

'rue tuMU of oCtloe of tour 1 ... of the !u Court 
o. the Uni~td Statte trpire luat ~. 1~4. fbt law 
,-tllatlo!; to the a ppol.AtMnt &114 tave ill otu .. ot the 
Jnd:;es or thia Court 1& auoh that the ludau clo not holcl 
over, nor do they atrYt until their auoo1110rt are ap­
•oioto1 and take ottioe. It would be un. tortWDt.te,_ 
<~•flic:all)' 1n TiiW ot the hta'IJ bvi111 of work ot tilt 
;.~ l al thia tl .. , tor 'faot.nole• to ooour, otrtalnlr tor 
&OJ l fpreoiablt ptri ocl, ani, tblretore, thett poeltion. 
.boul e! be t 1.lltd bttore .June .::., 1~4. 

Tbt rtoorda of tbt t our luda•• who•• tar~• tapir• 
l :. Juno couand rupeot. 'l'her art quaUt1td, oapabb 
and liot:ularq ooneolatioue 1n t.htlr t1dtl1tr to the 
work of t he Court. 'fila Judgu 1n queatioa au J. 6dgar 
.llurclock (tho pre .. nt prnldilli Judge ot tbt Court ) , 
\.illiam ll. 1rnold, A1181lle oJ. ole ua .~.ru .. t H. YanfOIIIA. 

Yeosrs . ~urdoak anu Vanloaaan .. re originaLl7 appointed 
u uabtre ot t.he Board ot Tu !ppeala (now the Tu Court) 
in 19...6. l.aoh .. rnd 1n l'orld War 1 and aaob adYanoeO 
to a oaptalnor. lteaara. Araolcl u4 Blaolt nrt appolnhd 
in 1.35 and li21l, rupeotinlt• iao.• ba4 untd .. 
. eprocentatiYe ill Coacr••• before bit appointa111t. 
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The work of the faa Court at thia tiat .. 1 be eald 
to be f airly current, and it i a l~rrtant that t hia ccnditloa 
!le ::ud.ntt.lntci u tar ae poulblt i 110t, in tact, iapro•td• 
':'ha Co..tr t baa won an enYlable record Cor ltl i!llpe.rtlal 
diapodtlon ot oo101plu tu probl_., and eontidenot 1n 1t 
h.o s bu n r ecently and op1111¥ upruoed in the Supru11 Court 
and 1n the Congr•••• loth the reoord ot t he Court and the 
~cpuLatlon it now anJoye ar• attributable ln no Bmtll aeaturt 
to the work o.t t he tour l udgn n ... d Cion ttra a o.t otfioe 
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: 

Wemor&ndua for the Preal4ent, 2. 

expi r e i n June. 

It ehou1d abo be pointed out that prob1 .. a whioh 
f ace the Court are highly teohnieal, and to the extent 
IX~Unle we ahould oont1nue to take adnn~of the 
tuna of llnowledge eo• etent judgu now un ban 
acc~•ul&ted &a a rea:rt of t heir oonatant oon aot with 
the lntricaoiea of our tax 1awa. 

For the reaaona indio&ted, it ia reooaQended that 
t,.e four Judges hereinbefore rahrracl to whoa• teraa 
expire on June ~. 194' be r••Prointad t or tha atatutor1 
t"elve 1•ar tara. 

(111pl!ll) 11. 'Mo~\u' Jr. 

Saoretary ot the Tre&aurJ. 

linc1oauru 
Wcobera , Board of Tax 1ppea~944 Nbose Ter~a ~ire June - • 
(~ource , \':ho' a ,.'ho in .t.mer ic&, 
Vol . ~. 1942-1943). 

JJO' C.Jr/law 
4- 17-44. 

- ·· -
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llhW!h.RS BOARD Of ~.U APPULS WHO!lf. 
b ltMS l>xP IRJ> JURi 2 , 19« ( roW\Clt. 
'NHO' S WHO IN AMI-.RICA, VOL. 22, 1912-

1943), 

AtUIOLD , WILLIAJI \1RIGHT, u·oongreuU.nJ ••· 
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U. ~ . Board of Tax AppealaJ b. Obl ong, Crawford Co., · 
Ill. , Oot . 141 1877, a. Beraellua K, and Wary Catherine 
(Baker) A.; student Auatln Coll., kfflngham, 111., 1 TP•I 
l.l.. B., U. of Ill. , 1901; 1:1, late Wheeler Buaey, Oot, 
l tiQ9 ; children -- il'illl am Buaey, Mary !Hoe, Adaitt.a 
to 111 . bar, 1901} befan praotloe at &oblnaonJ .... lira 
llcCarty & Arnold 190 -221 IIIDo 68th to 74 Congr""' 
(194J-S7) , ~d 111. Diat.i resigned Sept . 151 1035, to 
become mem, U, S.Bed, of Tax Appeal& Kem. Ill. State 
and Crawford Co, bar aaana. , Slaaa Alpha ipailon1 _Demoorat, 
Wason (~O I. T., Shriner ) , Odd Fellow, I. P.£ iLi, 
,·,oodtwl, Club: Crawfor d County Country. lloall 
Robinson, Ill. Addreaas U. S. Board of Tax Appeala, 
.ladhington, ll. C, 

BLACK, !>UGt.Nio: , .... 0. S. Board of Tax Appeall1 b, 
tiloa~c, Tex. , July 2, 1879J • · Alexander Wealey and 
Talula An.n (Shaokeltord) B. J LL.B., Cuaberland 0, 1 1905, 
l.l..D., 1937; m. IWalt Colaan Mar. 15, l&081 Ch1!dren-­
~argaret, Lfda Gene, Adelle, Aaohel, Harold, Barbara, 
Admitted to Texaa bar, 1905, and }raotloed at ClarkeeT1lleJ 
~em . 64th t o 70th Congreaaea (1915-29) , 1at Texaa Dlat,J 
ll:ember U. 5. Board of Tax Appaala aince 1929, ohlm., 
1933-1937, D..oorat. Kethodht. C1uba &.d Rhar 
Country. Hamel Clarki'Yllle, Tu:. Acldruu U, s. Board 
of Tax Appuala, Waahington, D. ~ 

Regraded Unclassified



Mli!U.OL'l\l JOHH h DGAR, ••· lecl, ot fu Appealaa b 
Jroonsburg, t'&,, July ~~ 18~1 •· hJU'7 H. and Maio;y • 
~rtha (Maohesnty) K.a ~tt.B.1_~inoeton, l916a LL.B. 
cun laude, 0 . of Pittabwogh, 1~1 a. Sarah l.JnCih,_ ' 
~•?t · Z4, l ti.CS a ohil.clzoan -- John .clitu, Sarah .llanll&, 
, l•zabeth. l dait ted to Pa. bar, l&aoa 2d aaat. dlat. attJ., 
.• ost.moroland County, Pa.! 1~-~. bt au ., 1925 261 
~pld . :nu, u. s. Boud or Tu Appeala tor tel'lla 11126-32 
and 1~~-44 1 !l•oted ahmn. tor tel'lli 1941-48. Colalaai~ned 

l at l ieut . ln!antry, U. s. ArmT 19 7, oaptaln 1918a 
with A. ~ . F. 1 1918-19. Awarde~ SllTer Stu citation, 
Me~.Amerioan uar Aaun., Ordu of Colt. Republican. 
Preabytarian. Clubaa Princeton (T.p. ) , loa (oban)--
both of 1faahingtona CbeT7 Cba11. lloaea ~foxhall M . 
l)f.l:ic o ~ . :.; , Board ot Tax Appeala, Internal Renn11e Bldg., 
.• u hilJ6tOn, D. C, 

V .\i: Jo'OSSAN, hR.tlf.S'r l!ARVIT ( n n-foa 'an), la111•r , 
mem, U. 5. Bd. of Tax Appealaa b. Liabon, o., Sapt. 6, 
1003; a. William Huny and h a ~phia (Mc,rru) Van F •I 
t;rad, New l,yme lnat., So11th In Ipe, 0 . 1 100.1 A, B. 
Jborlln Coll., 100g1 A, M. and LL. B., Co!UIIbla, 1913; 
m. l'ranou Hawthorne Brady, June 26, 1926, 114m. flrlli 
Billingsley, Koore & Van Foaaant Llaboni 1913-171 enllated 
U, ~ . &r~, Way 15

1 
19171 llrTIG &I 2d t,, l et lt, and 

capl .; apl , d11ty o flee aaat. aeo. ot Wu, W.y-NOT.lglSI 
an inspector general, MoT. 1918·1~ .19101 bon. dlaoh., 
Jan. 10, 1020. Kade aurTay of efflolanoy and eoon~, 
l anaaa Canal Zone govt, 1 June-Oot. 19191 oounael and me=, 
uar Dept. Claima Bd., 11119-..n; oblat oounael and u~;~, 
l•ar Credita Bd,, l llilO...a!J 110. apl. Panama Canal COlll:lll., 
J11na-Oot, 19211 &lito OOIIDIIl U, 5, Shipping Bd,, 
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l~l-24; dlr. of olaima, u. s. Shipping Bd., Feb.-Deo. 1Q23a 
aau, Gregg & Van foaaan, 19U-261 ::~til. bf Pruidant 
Coolidge ••· 0, s. Bd, ot 'ru App a, June 8, laaG, 

1 

reappointed bT Prealdant HooTer tor ttr= ending 1~. 
»em, Aaa . and Ohio state bu aaana., Phi lam• Pal, Delta 
Si.;aa 11bo, Sona of Veta., All. Le&lon. llep11 loaa. Prullrtarlan. 
l.la&on. lloaea Liabon, o .... and .UOl Conneothut AT., 'laabJ..n&ton. 
Of!loea U. s. Board of Tax J.ppea1a, Waahlngt on, D. C. 
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MAR 18 1944 

; l!l:CRAJ,OUI! FOR Tilt PRESIDilll'l' t 

I have your aat:Or&Dihll of ll&J'oh 14, 10411 1 to 
n~lch waa attached a letter froa Senator Carter 
'll&aa recct::1end1n~ the appotnt.ent of Robart l'lebo11 
Anderton to ace 01 t he !our nca.nciea that will 
occur on the Tax Court of t he UDited Statee OD 

June 2 next. 

Ill maorandUil 'tevi.Dg even elate her .. l. th the 
llept.rtment h&e rec0111111ndeil that t he pr11ent im­
cumbenta to all tour of theee poeltiona be re­
a~pointed , tor reaeona eet fort h 1n eome detail 
in the melliOr&ndum. 

If you are diepoaed to approve t heee recom­
~ndationa you cay wieh t o aena t he attached letter 
to ~cnator Glue explaining 7our inability to 
compl y with hla curu:utlon. 

I 1!.&':1 eay that the atfloe o! t he Attorney · 
J cnor&l baa indicated lnt~~ ~t i t ha& no 
desire to present a d .. t feria;: view f roa thAt o! 
t he 'l'J'e&IUI7 Deparbllnt with reapeot to the appotnt­
Qenta in queation, and ble offloe h&a &leo tndlcated 
cencral ai::e .. nt with t he draft of letter to 
Senat or G • • 

· ( ...... ) K. Ill aw.U-. J1. 

Secretar:r of t he Treuur'f 

JJO'Clr:op 
l}i/,16744 

249 1 
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( THE WH ITE HOUSE 

WA S H I NGTON 

Hareh 14 , 1944. 

HE.l!ORANOUM f'OR 

THE ATTORNEY GEt:ERAL / 

~.- o 
'- J' 

THE SECRr:TARY OF THE TREASURY : 

f'OR J OINT RECO!C:E11JATIO~: At;D 

F. D.R. 
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.:.; d11r Cuhr1 

I have your letter of Warob 10, 1~ auggaatiac 
thet Robert llelaon hderaon, now III'Tbg u epeolal 
&8clctant to the i ttorne{ Genaral, be appointed to 
t~• Tax Cour t or the Uni ad ~tatea on ~una ~. 1S44 
t:1c date on which the hru of oftioe of four of the: 
Judooa now aerving will expire. 

1 haTe looked into the • i t uation ano find that 
t, e 1 Jr J u•130ii wllos.J ter::~& are about to expire haTe 
nll al'!'TOd the Cc~t with disU notion and han contr i ­
buted at l eaat their f ai r ahara to tb• preaent high 
lcvol ot efficiencr of the Court, and are in eubatant ial 
•art reaponaibh for the hilh re.;ard in whlch the Court 
~ G i;IUCI'11ll1 held. In vi eW Of t hh fact, and &lao being 
mindful of tha t act that t heae men haTe beo08e, aa the 
ra5ul t of acrvice on the Court , hi ghly •killed in the 
solution of t he oompl ex probl1ma that confront it, 1 &!II 

dlupo1ed to roappoint them all , 1hould tbly all be 
willln~ to continu• to aerTI . 

If , f or any r eaaon, all of t h•ee rearpointment• 
ah<)ul d uot be aade, llr. inderaon will c.rtalnly not be 
ov•rloo~ed aa a poaaip!lity . Jor , aa ! told JOU ln mf 
htler of S•pte;abu 1&;-1~, will llr. indal'lon be forgotten 
should anr other opaning oocur in which hi• oa?&citl•• 
could be u1ed to bett~r adventag• than theJ are now beiDg 
•u ed. 

, 
With aff ect ionat e regard• 

Honorabl• Carter Glaaa 
Uni ted State• S.aate 

JJO' C.Jr/hw 
4-17-44 

Cordiall7 roul'l, 

Regraded Unclassified



Regraded Unclassified



UR. CASTa: 

Aa 7r111 uw _,.., ilia ~ .t .tts.. fll t-~ f11 

Ul• Tu Coun ot U.. llalW S\aMe apln 111M I, l'"- 1M 1.. 

nol&Ufli ~o U.. appela-..\ aDd \aalliift la flltlae et U. .,..... 

ot U>ia COOU'\ 1a ...... ilia\ U. ........ .... , lieU - _. -

..,.,u illdr A wnun .,.. ...,.s.w -" W. ettlae, U ..W 

be W>tor\-\a tw "-* \o -· Mft&la17 t• .... ....,._ 
olable pen.d, la U.. ..tte1 .-1 fll u. ll4olft a\ t.111. \lae lA 

• iaw ot u .. • le ...... ,..s .. uu ........... .. , Aft fll 

1943 ... ,I.Ac lA 1\ .,..u.t. I'WI• fll U. r ,..ta\lae ~~­
oontraa\ae •• ..U a.a U. ..Uu-1 ....., ,... 1.\ 1a ~ 

cl&1u tor relJat ..._ h•U• '721 fll U. 1941 Aft, 

The Ta& c.r\1a ••• d \Ilia \S.. a:1 k Mid \o lie t.U.. 

q CVIND\, ... 1\ 1a 1a tiM 1M41N\ el aJ.l -~ ille\ illla 

eondit.i.oa toe ..,._MlMII u tar • ..-w... '- II-' llaa - • 

~la ....... fer l\a ~l.al ........ W. fl II Jl• -

probl- ... ..tl"-e la " ........ ~ ... ...,q -===-
in the a...- c.ft .... la u. -· .... ,.. ... ' ,., • .,. 
wor ll1a1 eoMJ.U.. et U. Qeoor\ ..,. -' \a k 4lataW "r • .,,.,... 

1n u .. peas ' · 
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ocl"f.loe, llu w...- u U.\ ~ u 1a, tt _..,. wUio-
reo hUaa '"-' .._,.. lll&rdeell, ta ,_, Anoelcl u4 
• l•ok bo r~poi.At.e4. 

, ...... , .... 1 .... 
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~ do&r ~. Y~¥lora 

'rho •ueceeti ona llhloh you ban u4e 1A 
y'ur l etter ot ~oh 17 oonoernln, the relation­
ahlp between the n&r Retucee Do&ra &Ad other 
llj;Onoiu ooncern~ with ret\lg" pr obleu ue 
r reatl7 a~preoiated. 

1 have 4l .. uu.a then ' IIGC"tlona with 
'r. "'ehle ud ther are entirely agr eeable to 

ua. 

Aa I told you on Thu.adey, Ur. Pehle will 
koep 1n touoh with 7ou oonoorDlng the aotl•lti ee 
of the rtar ilet~ .. Boar4{ an4 &!If IUp;p;UtiODI 
that you -7 han tram t u t o t1111 oonoernlng 
the work ot the Boar4 will be 1101t "loOM. 

The 1\o.n or able 
Uyr on c. 'i'aylor 

i.u hi J18ton, D. C. 

JeDuDoi ueor 
~18/44 

Dlnoerely rour11 

('lp811) II. XM'J!!!Irtm: h . 

Seorthl')' o! tho 'i'reuul')'. 
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:.y dea r L;r, Secr etary : 

DEPARTM ENT O F STATE 
WASH IN GTO N 

Mllroll 17 , 1944 

1'he sucgestions tba t I would now llllllce in regard 
to the vurious refugee agencies are as fo l lows: 

l. rhe suggestion wnich I Dill. de t o t he Executive 
vlrector of t l.le ·.:ar <tsfuges Board - :.:r. Peble, that h& 
snoul d undertake to define in a statement t he proposed 
rel"' tlonsldp be tween the ·,:er l!etugee Board and tne In:;tlr­
·ovet•nnt~ntal Committee is in accord with ay recent 
-,,,,or~ndum t o t ile President . 

2 . ~.y second suggestion that t.ir . Pehle go to 
l..ondon to discuss plans for the coordination o1' activities 
ol' tl1o Itttet•goverrunental Commit tee end tl.e ·::a.r Refugee 
JJourd, cu11 vet·y well be modified by inv ltlng Sir Herber t 
- 11:er sou , the Dir ector l Br itish ) and l..r . Po triolc !Aal1n , 
t he Vice Dil·ec t ot· (Alne t• i csn ) to coos to \':ashington at the 
curlies t moment to d i scu"s the rela tlonship between the 
t wo ot·gunizations and to bring about collnboraHon and 
to promote action. '.rhis 1nv1tatlon has been g i ven by 
cabl e today . 

3 . I believe before t ilelr art•! va l thet•e sllould be 
a meeting of t he President's hd Vidory Cocolttee, before 
w.tom :.:r . Pe .. le s hould e ppea r and di.Jcuss :t1 th t hetl at 
leust in a general wey the pla.ns of the ·,lbr Hefugee iloard. 

4 . I would suggest that in ...eet1116 in .iesuington 
'ith yourself , Sir Her bert Emerson , Lr. Lalin, ~. Pehle, 
a nd o thers t t1a t during tne wee.: devoted t o t b!S activity 
Governor Lebroan should be present in order that the 
relb t ionsbip between UNkRA end the other commit t ees 
shoul d be more clear l y defined . 

I have no o t her suggestion to offer ut the moment . 

rely your~s~· --------~--

~~:::!:~~~~ 
}.lyron C. Tayl or 

The !!onor11ble 
l'ne Secre t a ry ot the ,.'reusury . 
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MAR 18 1944 

· ~ de•r Ur. t aylor& 

Thank you ~ery .uoh for the dooum.ote 
f?rr.arded to a. with your letter of U.roh 17. 

~he tnlormat lon •h1oh you ba~• furulab•d 
·•• cottcernlng tu effort. whhh you han .a. 
t.o lll&kl the re!11g11 pro&raa a real .uooeea 
hu ginn r» a ::moh olearer p1oture of the 
Jli'Obl e:u Wltb wbloh tU 't.r 1\ef,ll llo&rd wHl 
be faced ill trrlns: t o e&rl'7 out te pi'CICJ'&a. 

We wll l need al l the help tb~t you oan 
Bi~e Ul. 

~ l!onorable 
t()lron c. 'ra:lor 

Waahlngton, D. C. 

J~Dulloh : ecr 
:VlW44 

S1noerel)' youn, 

~) II. Merpallln, lr. 

Secreterr of the f reeaur,r. 
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: .. y denr ~..r . Secretary: 

D EPARTMENT OF STATE 
WA S H INGTON 

L!llroh 17 , 1944 

~onfidentially and tor your personal information 
l nc. aen~ing you herewith copies ot met..o.r&nda and 
corres pondence between the President und lliYSelf . These 
incl ude tne following: 

1. A plan of !.:arch 17 , 194) which I prepe~ed 
after the outline tor t he Ot~wa .:Onterenoe had 
been made public • 

.2 . A plo.n wnicll I draf ted at'ter the Bermuda 

.:onference wllicn, witn the approva l ot the 
!Jel't' rtuaen t, I discussed with Lord ltelif&x, 

) • A JJJel.lor .. ndum of May 2) to Seorota1·y Hul l 
e.nd Mr. long. 

4, 5 , 6 , 7 . Four letters between tho President 
und myselt' being dt1ted J uly 7 , 1), 14, and 28 . 

1:1 . A meworaodum to l..r . ,:elles wno bud oaen 
s~ay on a llol iday, dated July 2) , 194) . 

9 . Extracts fro~ a memoruodum of Au~ust 11 
~o tile President . 

Tills will g ive you a oH or ui11~ory tiS t o the 
revi~ion or t he directive of the lotergovernmeotal 
Co~ll!li t tee . 

- noloaures : 

As atu ted. 

yours, 

.,_,~---==-~,~ 
Myron c. •ray lor 

!ne I:ooor e ble 
!'he Seoretury of the ·rreasury • 

, 
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l. 260 

Probably private conversations witn Wr. Eden and/or other 
BritlBb representatives can attain t he same result as a pub­
l ic well advertised conference which must not tell. Either 
or both Britain and ourselves must: -

I. Permit the refugees to enter some 
pert or the Nation's territory. 

II. Pay the cost of (a) transportation to 
the place ot temporary refuge -
(b) the cost of maintennnoe while there. 

III . Guarantee to find place ot permanent 
settlement , pey the coat or transporta­
tion to it; and the cost or maintenance 
until occupation bas been round tor the 
refugees. 

IV. This whole problea ties up, at least 
as precedent, witn post war mi gration 
and settlement. 

V. Assistant SecretE;ry uerle bas taken over 
thut tield and I think be should initiate 
action with the consent or the Secretary 
end under the advice or the Under Secre­
tory at once. 

VI. The immediate question is what have !! 
to otter 

(a) 

(b) 

(c) 

Place or temporary settlement 

Cos t 

Commitment regardi ng places 
of permanent eettlement 

VII. #bat similarly have t t e Britisn to offer . 

('"T )/17/4) 
re Ottawa oonrerenoe) 
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, . .,a .. ent be tween :Or1t<a 1n and li . >.A . on place o:f 
~ r-••t.ry rol'uge . 

l ' '~' "'' t ~o oear expense joi ntly . 

, . otiu or Intereovet·nn.ental .. xeoutive ..:ommi t<tee 
ln ...,OMtOfi to 

1. •. ppo1nt o •'ull oiLte 'v' ice L1roo tor (J.uerioan )? 

~ . . !)Oint a <ull time Secret.ury ('I ) 

; ; , • 1''30.L'Jilt t~.<.t e:ft er arrivtt l t.t 1-luce 01' ten90rur y 
r 91 t•e , Int•I·ru. ~;ioDbl .• alief ore.,n i zu t1on ( Lelu:lan) 
.1 J l ;(.' u u.ir. refuceas until end of \101' .,uen tney 

-~' 

h • .LH.ur:: t.o their hones 

., . .,e trun:;fel'red to lttces of ,ocr . .unent res1dance . 

li'l tlsn una t'.!larict..u -·tbb ...... ies or .LoC£t. tions i n 
,,J • .un~ri•JS concerned woula deloeute GDch u repre­

·""'tt.tivfl t o carry out t ile pl~.<ns for truus1t ur.d 
l' •Jil'-'!'~1on or r efu_;ees • 

.. ltn these ~;e;reements tuu .;il•oo~Ol' • o vf:'ice i n 
.... orldon rr.u;• uoott.c; t &ll oow-. triea rept•esented upon 
l.J.A lht.crc:ov &I·rur.an ta.l ...:o.w&it t eo to ... ocu1·e 

.• . vr1'e r s to <~ccept l'elu.:;ees 

n . ...:ont.ribut.ions t.o tnu ;unu ror :...:J.l)Oi't of 
-; .. o o~ I' ice 

~ontriout.ion;; to the .. tA.na~ ~:o~· trt.Hsit of 
refu:-ees tscd t.hc=l"' ttX.t1ntoi.6nce in pl&ces 
o1 te.1yorary reruue . 

2 , 

l,nder • nese condition~ no u ... etinc 01 rull Il.oer ­
·ovurn:nontel ,;olldl1ittee \:ould De 11uoessux·:• ut t is •ir.e . 

Any cnance oi' uutuorit:l oy Int..~n·covernr:ental 
.:ol'J•1ttea nnle r c in·· scope to illcJ.ude all r~1 uc;ecs can 
oo oooounlished witllout Interc;over•~''on tc.l -o-~nit tee 
rull ,,eehn~ oy letteJ.·S t o oe secured rro1~ repx·e­
Bu l.tu ~1 ves of eoveroment u.omber s i n .~-ondon • 

2Gl 
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). 

. .. , ~ ) 194.) 

IEIOR!JDUI FOR TBS SIORITARI !JD 11, LOIG 
FROI I R, IIROI TAILOR, 

A• oua1Di ~ha~ \ho Prooidea\ a ad \be Priae 11a1o\er 
roaob & dofini\e &lrooaoa\ \0 prOYido fUD~O OD \bo ~aoio 
of equal. ooDtr1'bv.\ioa 'b7 lritaia aad \bo llai\od S\aha to 
tunopor\ rotqoo 1rov.po \o plaoea or haporarr rotace 
and tb~ t • plaoo or plaoeo or \eaporarr r oru,o 'bo a,roe• 
upon botwooD \boa, tho !ollowiac oonaider a t 1one woul d oooa 
t o ouccoo \ t beaoolwooa 

Firat, tho otrv.oturo of tho latoraoworaaoa\al Coa­
aittoo alroadr ooaforao \o tb• aucc oa\od obanc•• propo•o• 
b7 tho Br1t1oh Goworaaoa\ witb \bo oxoopt1oa \ ba \ a fv.ll­
tiao paid d1rootor aad a paid w1oo dir•otor aad aoero\arr 
aro prowidod tor i aa \ead of a rull- t iao paid cbairaan of 
a ••• aaaa1oaoat ooaait\oo with a dirootor aad oooro\ary, 
To ar aiad, tho ohaaco of t1tloe io uaaoooaoarr aad .. -
iapor\aa\, 

Soooad, Tbo lr1\1ah ao\o aaaounoo1 oon\ iauaaoo or 
Lord Wiator\oa ao Cbairaaa ot tbo Coaai ttoo aad Sir Iorber\ 
:: .. reoa •• Diroo\or, lr. lo'bart Poll wu ! oraorlr Yico 
Di r oo\or, Bo io ao\ aow a oandidato tor r oappoi ntaoat. 
Tho Uai\od St o\oa obould, tbororor~ , • • •• a D1roo\ or and 
a looro\art porhapo t roa oao or tbo eaallor ooua\rioo 
ehould ho a ppoiatod a\ Loadoa . Tbo roal dooioioao 1a all 
Ti t al aat\oro aao\ oon\iaao t o bo aado b7 tho lri\ioh aad 

Aaerica~ Go•eraaeata. 

Third. 1&\bor \baa adopt tbo propoaal of tbo Boraada 
Coaroroaeo aad oxpaad t ho aotiwitioa or tbo Iatorcowera­
aootal Coaai\\ee 'ia\o \be t1old or \raoait arraacoaoa\a 
aad aaia\oao•••• i\ 00080 \ o ao tb• t tbia aorwioo oaa bea\ 
bo portoraod b7 \ bo o\atr of tho lr1\1ab aad !aorloaa 
l abaeai•• iD tho par\ioalar ooaa\rioo ooaeera o•• laeb 
ooul4 4oai&a•t• a reproooo\atiwo \ o work iD oooeer\ 1a 
tboao iapor\ao\ looal aa\tor• and ruoda oD t b• baeia et 
o'lual oon\r1bu\ioD would 'bo baDdlod \ brouah ouob Aabaaoadorl 

? "~ -.' 

• 
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rour\ b, Tba Ia\araa t 1oaal l a U ot Orcaa1aa\1oa w1 til + 
t ho aid ot t bo Arar oould prepare t ba plaooa or toapo­
rar r ror .. ,. aad tbo food &ad ••••••1t1•• o t l i t o oa aa 
arar balilo 

r t ttb , Tbo lr1t1tb and tho ! xoout1To Ooaal\too or 
t ho tn toraoTornaontal Ooaalt\oo wltb Aabatoodor Wlaaa\ 
&Dd lr. Ed•• load1na oould •••t 1a Londo& w1\b IQOb or 
t bo !uropoaa and Auatral1an OoToraaoa\a ao are ropraaoa\-
od on t bo Coaalt\oo t o aook ooatr1bQtlon to tuado aad 
plodaoo to aooopt naaboro ot rotuc•••• S1a1l ar1T, \bo 
Soorotarr or 1\ ato, VadorloorotarTo Aoa1o\ant looro\arr 
Lont and tbo Aaorloa n roproaon\at1To oa tbo Iatorc .. ora­
a oatal Coaa.l\\oo would aoo\ a\ t bo Stato Oopa.r\aoa \ wl\b 
t bo Aabaooadoro of tbo OOUD\rill of tbo Woa\or• loolopboro 
t o pr opooo OOAtrlbutlon and to •••k ~laooo or r•t.a•· Thill 
pr oood .. roa 1! auooo .. t ul would fora t bo baoia t or o lahr 
IntorcoToraaootol co .. lttoo •••tlDi ll lt .. r. \boa oonald­
orod noooaaarr tor publ1o1t7 or otbor roaaoaa, Tblo plaa 
a1apl1!1oo prooodQroa wbllo uo1n& la a dlroct •~1 all tbo 
taotoro t bo a or o ol aborato and alowor aotbod of an Ia\or­
IOT Ornaon\al aooUnc ao tho tlrot thp. Suob a au\1111 
undor tb1 t plan boooaoa tbo l aot atop and awoido ••7 
dancer ot tailuro, Ia ••botaaoo tbo Protidoat and \bo 
Pr1ao M1n1otor bavo tho oolo powor t o aako t boao baelo 
doolo1ono and oaoo aado wo oan o1apllrr pr oooduroo b7 
UllDI our J ola t d l ploaatlo ottiooo t o aako ottoo\1To t bo 
aat\or o t tran1lt and tboa Ar., and a.11or Orcan1oa\1oa 
woulcl oot up e.nd oond~&ot all atrairo r ola\lnc t o \bo 
plaooo ot toaporarr r ot• a•• ror t bo I a\orcOToraooa\a l 
Ooaa1ttoo to oarrr on ol\bor of thooo ao t lTlt loo would 
aoan oroa t 1na a larco orcanh at1oa, wo~&ld had t o u.­
noooooarr dola7 and &\lob ut11.al dllplioatloa. 
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!~y doo r !'yron: 

THE WIUTR HOCSK 
WASIUJiGTON 

1ul.T 1 , 1943 

You llf.-r ted the ~<orlc ot the Intergoverncentel Coz:;­
~itt<~e on :.etugees at l.v1r..n 1n 1938 and have been 1IfY 
pr l notpol rel1enoe in all ot its activities einoe. It 
is &bout to enter e more eotive phase in connection 
with the refug<le problem created by t he enemy powers . 
I know you ore heavily engaged i n tho postwer atudlea 
~nd othor dut ies here und to au extent wll i oll mieht 
J~:stify you r desire t o withd r ew ft•oc tile work or the 
l nt6rcovorncentel Coamitteo , but your l one experience 
with it ~nd und erstanding or ita problems constitute 
the pr~dioa ta or my ronl desire t llnt you continue that 
v:o ri; . 

You noed not naceose rily devote your peraonel time 
Gcd oner~y to ett ondins meetings . You could designa te 
en ~lternLte ecd could in t e et nnre the Vice Director 
or Cper o Uons under tile revised plun . Ti•is peraon could 
re ;>ort t o you t h.rouch t ile S~ te Oept~rtment so t lla t you 
coul<! bo ::encrully 1\dvised ol' t he toovements and develop­
t>en t s or t ho work Ollrried out by tile Executive uollll!1ittee , 
und I oo auro tllLl t your oontinuine i dentity with tue work 
woul~ bo particula rly woloome to tho sroups direcUy in­
t eroatod in it end would likewise uosist gre~tly in the 
sucee~~:'ul oo;:>plation or its labors. 

r.o I Ctl a ol< in(l you t.o dismias any thougi1ts 1n conflic t 
with thla and to cont inue t o 1~ive it the oenofit or your 
a ctivo JOrvico and guidance . 

The Honorn ble 

Very sincerely yours , 

(.:i1r.nod) Fa/JHO..IN o. _,oo.:;;;v-_T 

Uyron ~ . Taylor, 
71 iroedwaT, 

New York, New York . 
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71 Broe.d•T 
New York 

J'ul7 13 , 1943 

~~dear Mr . President : 

5. 

nospondine ·to your tsvor ot J'ul y 7th in reepeot to the 
work o1' the Inter gOvernmental Committee on Pol1 t 1oal Retugeee 
I would like t o make 'll¥ po!:li tion a bit more oleur t o you than' 
it pel'hups now is. 

~Y f irat oonoern a t this time i s to ossiet dot ini t elT 
as your personal representa t i ve to lli s Ilolinese Popo Pius XII 
in the ncoooplishment of u wise end oon&t l·uctivn r e sult ot our 
l Ortt: 1'- uore in a chieving peaoe with Italy. 

~ seoond desir e i s t o contribute in o ooncre~e way to the 
development of ~be principal U, S ,A, po3t-war polic i es to old 
you in guining t ue ulti ce.te nogotinUone for peace in t.h!e 
•br-dis~urbod world . 

r:ow iu reeur d to t be Iatereovernmouwl <.:oL.LJ. ttce , I have 
no~ buon in lltamony \IHIJ much t llu t hau tulten plooe , per tioularly 
in ~he l'OOeut po ut , but, even so, I h.:. ve ondoavorod through t he 
Secr etory, unCI more lJGrticulorly through Mr , Breckinridge Long 
and to aot•o oxt1.1nt with z.r . Wel les, to bring to your attention 
the esaentiuls thnt must be' Ogl'eed upon between ~ir . l:hurohill 
ouu your~al1' , lo.cldn(; wuicll neither oonroronoes bor any sort 
of sucoouutul act i on could or can oe undorto. ken . 

I bcHievo t her e is before you to t till a 1:10111ent a •elegram 
~o~!.loh , if H con~t.ins t he e~11ential pr lnciplos or ~<ne recent 
proeruw ( copy u ttached) wnich I oubllli ttod to tt1e tiecretery and 
Lr. Lont: t.nd luter to Lord Halito.x, will onoble the Di r ector ' s 
Off ice of t he IntergoTernwento.l Committee in London to be 
reinforced und authorized, es well a s f i nanced , t o do sone tniog 
definHe ~o help t hos e uotor tuna te refugees wuo a re sea ttered 
al one the l..edi terraneao , so th!l t t hey lllllY be tuken t o sane 
pl~c~ or t e •. por&r y refuge end l a t or be ablu to ruturn t o their 
hoo.es or trunsported t o agreed placed of pel'l!.llnen t r esi dence, 
1 Ill old liko t o oee the completed , tolocrnm , however , befor e it 
is sent , 

Your wioh as expressed in your lettor in r ega rd to ~ 
f urther activitie s will or course bo heeded t o the f ullest 
extent or my abil i t y. 

Very sincerel y yours , 

).l'{RON C. TAYLOR 

The Presl.d ent. 
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Dear Mr . President: 

71 Broadwa,y 
New York 

luly 14, 1943 

Referring t o the letter regard ing the Intergovernmental 

como it too , I t h ink t hEI t 1 t would g ree tly forwa rd the work 11' I 

di d in root de.,i gtWto Lir . Hober t Pall , who hoa been asaooieted 

with ~o in 'hi s work from tbe beginning , us m¥ nlt~rna te . 

:a •re castine about for a suitoble Vice Di rector of 

Op;~rt. tion.1 in :..Onion under the r evised plan >~i til u .. ich you are 

fecili . r . I hope s hor tly to hElve a name t lu. ~ will appeal to 

your jUUC!fldnt . Trl!:; p lt<n ,;ill on&blo uotl\ tho Dojlt.lrtment and 

lJI1Salf tiH·uush Ur . Pall , vtllo is u dep..rtmttn t .. l offioiul , to 

kee p i n t ouch with the deta ils or ~ho uituation withou t too 

ere~ t dHJ'iculty . 

21 C 
6. 

I ue l iovo lt would ba of first tnportanoo if you would 

write ou1 u letter approvill(; t He -'PPOintmen~ or IJr . Pell as my 

LHertw~" und 11end " copy of tW.L lott&r to the ;;t;~>.te Dep6rtment 

in order to make perfectly clear~ . Pall ' s relationship and 

aut loority. 

·,lith those steps taken I s ee no reuson why t he work cannot 

eo torw~rd if t he revised plan in its other aapeats i s a u thorized 

by your aoU' . 

Tbe President , 
The White House , 
Washington, D. c. 

Sinaerely yours , 

MYRON c. TllYLOR 

' 
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July 28, 1943 

1.1y dear Myron I 

I han your lettera ot July 13 and 14, 
I am happy to have your acceptance ot t he re­
quea t conveyed by mT letter of July 7 tba~ you 
cont inue to g1Ye the IntargoTarnm.ntal Com­
mi ttee on Uetugeea t he benefit of your active 
oorvlce and guidance, 

I am glad to g1Ye a:r appron.l ot your 
deslenatl on of Ur . Robert Pall of the Depart­
cent of State t o aot as your alternate hen 
in your work on the IntergoTel·nMntal Cca-
ml ~tee , 

I am sending this letter to you through 
the Department of State ao t hat that Depo.rt­
mont may be informed , as you request , that 
~ . Pell 1a to act aa your alternate a a 
lndioated abo•~ · 

Very ainoerely youra , 

Tlle Honorable 

Uyron C, Taylor , 

Care of the Department ot State . 

A- L/B 1CLB 1liSL CI/L 7/20/43 

7. 
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1\IJ.)' 2), 19~) 

Anw:aing tbat 1ou ban not beoo tlll.l7 illtorud 
1n relation to tho recant aotion regardi ng t ho Inter­
courn.centol CODaittH I aa oon41ng 10\l tbio ~lllll 
wb1oh will brino 70u up to data a.nd at the - tlu 
baa not hing 1D it that will oauao 10u &n1 real oonoern. 

The Prooidont approYed t ho plan, ao did tho 
S.oretar1 and Kr, LoD8, t ho •1110poh ot wh1ob I than 
ca u Lor d Uolitu: ( oopr at.taohed) , Hia ooo1'i~Uoll 
onmo throueh tho Foreign orri oo to tho Department. & 3 

did o mooaogo rroa tho Prlu Williator to tho Proa1dent, 
Tho nooooaary aut.hor1zationo b&Yo boon giYon1 and the 
meeting or tho KxooutiYo Comaltt.oo or tho lntorgOYern­
,.•nt.o.l OOfllllli tt.ao1 l4r, 'KiAaAt aotinu in Ill¥ a toad, will 
ooour on A\18Wit. Jo ,. 

I &Ill att.aohiDS a -ora lldllll that d .. or iboa t~ 
relot i onab1p bot.woon tho IntorgoYo n.ental Com-ittoo and 
tho IntarnaUonal i!olior Or ganization (OOYornor Lahz:>an) 
•l•ioh I diotatad attar a dhouuioo with hill today , I 
uppr~ohad z .... ~nald to aooopt t ho Yioo Diroot.orabip 
but be woo not. able t.o eooopt. I bed alreadr approached 
.lobort. hll with tho - rooult., I t.hon approached 
l.lr , O.orco ll'arron who toulld bi.lualt oo illtronohed 111 t.ho 
LohrJAn orean1:&a t.ion t.ba t he oould not a ooopt. Att.er 
coneldorublo 1.DY .. t.igat1on wo toU.Dd ht.riok KUrph¥ )lal..ill 
who had boon aoaooiat.ad with aigrotion pr obloaa all4 wbo 
h proooot.ly part. ot the Lan-n or ean1u.t.1on, and att.or 
1ntorYi .. i oe bia a nd diaouaoing h1o qua litioat.iono with 
other a I wao pleaoad to tilld t.ha t he would 1116ko biaaolt 
ava i lable tor tbio oarYioo, Oo.arnor Labs&A woo roluotant 
to r oleaao hilll but. ott.or o poroonol talk be ao(lu1oae e4, 

I 1otro4uoe4 
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I in~roducad Wr, Malin t o tha Saorat&r7 &Ad to 
or . Dowmun who had a meeting with h1m and meabaro of 
t he Territoriel Committee wbo baTe otudiod Palootino 
perticularly and •111 ot her oountrioo aonorallT aa tho 
s itus ot ratuaae coloniao , Dr, Borla, aa CbairMJl of 
t ile l!oonom.io CommiUH on W.gration &Ad SatU-nt, wa 
al so good onough, upon rq introduotion, to -•t Mr. M&lin 
to di scus s tha subj ect, Wr, Malin io plADAing to loaTo 
t or London early in August , Hb Mlary will ba ten 
t housand dollars. Wa baTe 1n4ioahd that wa would ba 
agreeable to Sir Herbert Eaeroon, t he Director, haTing 
a aalery ot twel Ta t houoaJld dollar a, Wr, Malin 1a f ortr 
year a or ase, Tary enargetio, know a Europe t horoughly , 
ond ls aomowbll t ot a l1ngulat, I bolleTa thla 1e a 
cood appoi ntment , 

2C9 

I had anticipated ret i cin& froa t ha IntergoTernmental 
C~ittee once thaaa plans ware oomplatod and was aurpriaed 
to r eoeiYe the a ttached letter trOD tha Preaident. I alao 
attach 1111 reply , Tha Presiden t baa acted upon the 
sugges tion to a ppoint Wr . Pell aa rq alter nate, The Secre­
tary in t he Dirac tor • a. ott ice in l.oll4on will be a ppointed 
by the ~acutiTe ~ommittee at t heir ~•tina in August and 
our augge ution ia that he be tram one ot t he other countries , 
particularly Holland or Brazil. All ot those countries , 
1nolud1ng l'rance and tho Argentine, and Lord W1ntertoo 8114 
ayael t , haTe heretofore been .. mbora ot tha IxaoutiTa 
C~ittea, Under thia plan theaa conditions, except perhapa 
Franco , wi l l continuo tor tho proaent, 

I t would aaa m that tor t he tirat t1me we haYe a 
commitment or OoTernmental financing and a ner~te comait­
ment regarding at loaat ona plaoe of temporary refuge - North 
Africa , I bolieTe that ulti.mlltel;y H -r deYelop t~t 
~uestions or migration and sett lement and t he aot iYitiea 
ot t he IntergoTernmental CGaaittee will merge int o the 
l" ~tttl' , Thia single asencr a~d a t t ho diaco• ery ot plaoea 
or tempornry and permanent reaidanoe, tied wi th the 
international rel ief organization to oarry on the work or 
relief l n the plaoea ot temporary realdonce, torma • 
suitable a nd ada~uate plan tor orga nization both during and 
a ttar t he war ~0 deal with the whole problem of retugHa 
end ot migrat i on a nd aettl ... nt , •• well ae relief 1n tbat 
general tiald, 

Myron c . Tarlor 

loiCTIREB 
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l.:!lo!Ol<ANDIDI FON THE PRBSID:E:lT 
?HOM WYRON TAYLOR 

Saranac , N. y . 
August ll, 1943 

(Dictated over tbe phone to Wias Burrows 
for Miss Tully at tbe White House) 

................................ 
Inte rgovernmental Committee: Fol lowing our correspondence 
I sought an American VIce Director tor tbe London office, 
salec t ins l'a trick !Jurpby Lia lin, who has had experience in 
migration and settlement work. He ia about forty years 

9. 

ot ene, in a position to give full time, end able to travel 
~aere needed. He was elected by t be Executive Cozmittee 
last week and l ett tor London wbere be will function under 
3ir Herbert Emerson , Director. 

I am considering a trip t o London early in September 
to meet with the EXecutive Committee. I also bave it in 
mind t o visit Spain to explore t be possibility of arranging 
t or the continued temporary residence of about seven 
thousand r efugees now t bere, re t ber t ban t o move t hem t o 
u t ent cump in Algiers or elsewhere. ~ preoccupation is 
t lla t if t he camp proved to be in any way unsatisfactory 
tne charge would be made that it was a concentration camp 
operated by the Al lies end in some respect no better 
t han the cerwans. Besides, it would De mucb cheaper to 
provide tor maintenance 1n Spain, Portugal or wherever 
tMy may oe , 1t 1n neutral countries. The instability or 
t .1e rranco regime might prove to be a reason against this 
plan . It needs careful considera tion. 

I would like your approval ot t bese suggestions . 

UYRON TAYLOR 

2i'O 
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Developmen•s during the week 
March 13 - 18, 1944 

! . Si'ATE:bN'f OJ! NAZI A'l'HUUI'riES TO THJ:: JE\iS. 

The oroposed stat ement i a still pending . 

;.> . .\ t'P.:OACH ·tO 1'1ii S.A.T r.:LLITES • 

. 1e have received a cable f r om Lisbon from Norweb 
stAting that the substance of our war ning to the 
Satellite governments is being conveyed through 
aoQrooria te channels to the Bul~erian and Hungar ian 
Governcents. a~d that s terys a r e a lso being taken to 
r.:we the message conveyed to t he RwtMian Govern-
•. ent . It has been ind icat ed to llo rweo that a reply 
d ll be r eceived in due course f rom Hungary . 

3. CL·Lt'.;HAI'Ivil 11h'H THE OTHE•1 GOVERNMENTS. 

( Fl.) British 

A conference was had ~lith Thorold of the Bri­
tish Embassy with resoect to the British oosit i on that 
f inancial aspects of r elief ana r escue operations 
should be cleared \1itn them. ~/e r eaffirmed our posi­
tion tnat the policy of this Government had al r eady 
been est ablished and that ~1e di <l not cont emplate 
clea ring t he financial side of proj ects with the 
British . lie ex!)r essed tne hooe t o Thorold that the 
Brit i sn Government would see fit to change its policy 
so as t o conform with the policy tni s Government has 
been following in this field . 

In a pr evi ous cable to Winant we stated that 
fo r the i nformat ion of the British Government we 
intended to f urnish him with t he steps wnich '~e are 
t ak ing and are Pl anning to initiate to r escue and 
bring relief to· war r efugees. A follow-up cabl e has 
been sent to \Unant. outlining these mea.sur es. 
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(b) Russia 

.1e r eceived a reply from Ha rriman to t he 
c ircula r airg ram of J anua.ry 2b . Harriman stat ed 
tt1at , conce:ning r~fugees , Russ ia ~1as essential l y 
concerned w1th t aJang ca r e of her ol'ln citizens 1~hom 
t. le llen aan i nvasion had dlsp!aced . The only i mmi ­
grants likely to receive a wel come in Russia, 
~ccording to Har riman, at least during the war 
"ere nersons with a Communistic backRround. ' 

A cable has been despatched t o Harriman at 
:.:oscow asking him to solicit t he coooeration of the 
nuseian Government in s ome of the projects on which 
cne 3oara is working . Russia is being requested t o 
coonerate i n the ca~paign to bring pr essure t o bear 
on tne ~overnments of the sat ellite countries, par­
cicula r ly Rumania, Bulgaria, and Hunga ry as in 

272 

tnose a reas t nere a r e wany r efugees in i mminent 
dal1ger of deatn, wno can be evacuated to Turkey a nd 
other o!aces if those governments .,ermit it . Russia 
1s ~ l so to be asked t o assist in disseminating our 
a t t itude to the neoole of the sl'lte!lite count r i es . 
Amb!lcsador Harriman- has a.l so been p_sked to request 
.hlssia' s coooeration in soecific matter s w!1ere 
Hi r schmann has ind i cated sucn help could be effect ive . 

(c) ~l eutral s 

( i) Soain 

In view of Hayes' ooposition t o a noroaching 
tne Sl'lanish Government 1dtll the measures ~rnich ~~e 
Sufl'~: ested to him, ~~e prooose to trMsmit t o him ~or. 
lliP. considera tion and ~r itn his poo rova.l for submlSSlOn 
to the Soanisn Government certa.in concret e o!ans de­
!li{l;ned t o facil ita.t e the evacuation of refuge~s to 
<~.nd t nrougn Soa in. The proposed 'O! an , in addl tion 
to sett1ng up ~ s taff at Madrid t o assist our Sl'lecial 
Re)r esenta.tive con•emolates t he est ablishment of 
r eceotion cent~rs c!ose to the Franco- Spanish border, 
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t o ~ruich all r efugees crossing tne frontier would 
oe brought . These centers ~1ould be operated either 
oy tne 3oard or by oriva t e r elief organizations 
un('er ?ur suoervieion. The refugePs vould be given 
11 onys1cal examination uoon arrival at tile center 
?. :·.ct , if abl e t o travel, ~rould be ryromot ly moved on 
•0 r ece9tion centers in North Africa after or el im­
in?ry screening and after be1ng or ovided with requi­
~ i t f travel documents . 

By insisting uoon cer tain cumbersome se­
curity screening n1ea.sures , the Fr ench National 
Go· •tittee of Liberation has been im!)edlng the or ompt 
r cuoval of r efugees fro~ Snain to c~~P Lyautey . we 
~ re endeavoring to i mpress upon t he Fr ench Committee 
t ~e import anc e of tnis proJeCt and to Obtain better 
coo ' eration from them. 

{H) Turk ey 

we are continuing our efforts to oot ain a 
vessel to evacuate refugees fro~ Black Sea ports . 
.. e are endeavoring to obtain a vessel for Turkey 
tnrough the 'liar Slli]:rtnng Administration and Lend­
uease, H Turkey ~<iU make a shio of comna.rable 
to~nage available f or evacuations. we are working 
on 1.11e oos!'ibllity of obtaining a United llations 
vessel to be p ven to tne Internationt~.l Red Cross 
fo r tins eva.cua.tion work . A report hi'S alsO been 
rrce1v~d from tne Internat ional Red Cross that 
three Bulgarian ships have been made available to. . 
ev11cuate r efugees in thlR arel'l. and ~1e ore atterr:rytlng 
to verify tnis s t atement . 

Ao a rPsult of our cable to Hirschmann 
.-.sking him to ascert a.in i mmediately t he situa.t ion 
of J ewish r efugpes in Tronsni~tria . he h~~ advised 
ut that ~·i tb the aoor oval of Ambassp.dor Steinhardt 
and through the offices of a Swiss reryr esentative of t ~e International Red Cross in Ankara, he conferred 
~·i th Cretzianu, thA Rumanil'ln l·linister to Turkey· 
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~irschuann advised Cretzianu of the outraged feeling 
of this Government concerning the bruta.l treatment 
oeing accorded t o J e1~s and other refugees in Rumania. 
n.n" t IliA Government 1 s det ermina.t i on to do everything 
w its oo1~er to rescue these oeonl e . He further 
Pr viRP.<i Cretzianu that this GOvernment ~1 ill keep in 
u. inci any cont inued collaboration by the Rumanian 
Government in the execution of Hit ler's oer secution 
' roi!TP L.ll" !'.ncl that t he RumaniPn Government in its 
o1m int.er ests ~1ou ld be well edviscl to oermi t these 
rPfut(ees to deoart f rom Rumania. Cr etzianu stated 
t.lpt Transnistria. wher e most of the Jewish refugees 
~re now located is a military zone; that. if the 
e itite ry co~ander in Transniatria r eceived in­
structions f rom AntoneRCU, he 1:ould orotect tile 
refugee copulation; that the raoid advance of the 
HnssiM Army to1mrd Rumania might orovoke the German 
Julli t a ry authorities to teJ<:e over control of Trans­
niRtria ; that if t her e liere sufficient time to con­
t rol t ne situe.tion he ~1as certain that no bodilY 
l!t~ rm would be done to these refugees . Cr etzianu 
gave definite assurances to Hirschmann that on the 
~ rrival of evacuation vessels at Constanza to em­
b~>rk up to 5 , 000 Je11ish childr en, t he necessary 
t ransoortation and exit visa.s would be provided 
nromotly . Cretzianu agreed to send an urgent mes­
e(f:e to Buchar est recoml:'.ending that efforts be 
r.:>de P.t once to tran!'fer the Jewish refugees from 
TrEnsnistria to the interior of Rumania although 
ne RCim i t t eo. that might not be possible, because of 
tl:e mil it.-.ry situation there . Cretuanu assur ed 
Hirschmpnn that he would keep him advised of any 
re:> IY he r eceives from Bucharest . 

( iii ) Switzerland 
Minister Harrison has forwarded a copy of 

the v•rit t en r eply he received from th~ S~11ss Govern­
rn rmt .-.a :::. result of the ann roach tJ:tat he m~lle to that 
Government in accorda!'!Ce 1·1it h the 1nst ruct1ons con­
t ained in the circula.r cabl l' of January 25 . The 
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:>\:iss state that out of 70 .000 refuge1·s no1~ in 
Sl!itzerla nd , about 53, 000 , of which 22 000 a r e Jews 
.tC.ll l~itllin the category of '"A.r refu~e~s . Switzer-' 
1~nd , i t s tat ed, admits , so f a r as c1 rcumstances 
pern. i t. oolitical refugees . sick oeoole pregnant 
•wmen . aged oer sons - their wives ' or husbands - i n­
l'nnt s or ver y young persons, per sons '"ith close 
rf'l!O'ttves in S~rit zer!and and ~romen l~hO have lost 
~.1-•is n nati onalit y through marriflge. The s~:iss take 
~r:e ooe: i t ion that they cannot assoc iate themselves 
forn:ally with our program since it is that of a 
o~i ligerent government , but that t hey will continue 
to contribute as substantial aid as possible in 
~Jecific cases. act ing indePendently. 

A somewhat conflicting report was r eceived 
rrou the reor esentat i ves in Switzerland of the Union 
of Orthodox' Rabbis to the effect that the Swiss 
~ovcl'nment g ran t s asylum only to elderly men, women 
1:ith minor children. and those \iho have relc>,t ives 
in Sl·li tzer !a nd . Younger men , t hey sa,y . endeavor ing 
to escane deoortat i on t o Poland from Belgium, France 
fllti Holland , who ma..l<e thei r ~ra.y to t he Swiss frontier, 
<Hf >r ohibi ted entry . They s tress the i moortance 
O.t Rn c>TJr>eal to the S~1iss Government to admi t oer­
:;ccuted J e1'1S and political refugees . -we have Lc::en i ntorml'd by l·:inister H? rrison 
th;:. t Ros11eil :~cCl ell and ~!ho lo'l\P desi(;nated as our 
~~ecic>! Re~resentative in Swit7er!and has ~c~nted 
;;ne Pnooint ment ami that the ttA.t er 1!': no~· oe1ng 
ta::en uo Ni tn the Swiss authorities . 

{ 1 v) S1;~eden 

we have rece i ved a reoort from our Lega.t i on 
in St ockholm . commending the humanita.r i an ~.ttltude 
of thE> Swedes to1·rard Danish, Norwegian , a.nn oth~r 
rt>f,lget>e: in Sueden . consisting of 18 , 000 Norweg1ans . 
! U, OOO Den es . incluo.ing 9 ,000 J e1·1s , 3 ,500 German­
sneaking refugees , and the balance from Poland . Hol-
1e.'1d, :u1d t he Baltic Sta.tes . It wa.s stated tha t 
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':';rtu<>lly all Nor wegian Je11s, except those deoor ted 
1.. tne et>rly stp..ges of German occuoation have e<>caped 
~o Sweden . All full Jews in Denmark nav~ escaoed 
t o S1·•eden except about 1,200 lfho had been nr eviously 
rtenorted by the Nazi s. 

(d) Tnnrn er 

A r eport has been r eceived from our diolomat ic 
rc")resentetive in Ta ngier in reoly to the circular 
P H(.( T8Jll of ~<>-nuary 26 . Since t he Spanish occupation 
o: T~ngier 1n June 1940 , according to the Legation, 
no re!ueees h<>ve entered Tanp;i e r. The Soan1sh 
0ccupy ing authorities do not encourage or c.oooerate 
in ~ny way either by oermitting the entry of refugees 
or aiding those who a rrived prior to that date . 

( f') llr.£ 
A r eport received from our Legation et Baghdad 

in r~>snons e to the circular airgr a.m of J <muary 26 
s r.p tPA tnat no r efugees so far as kno~m have i ncli­
Cl" tf<i <':. detire to find a haven in Iraq. The only 
r • fur.e~ TJ robl em i n thAt country it was sta.ted 1·:as 
~~at of refugees in tr?.nsi t . The Iraqi Government 
in ~enrral has oursued a oolicy of oermitting re! u-
1 H.: r:: to pa.ss through the country unlPss they a re 
J f" f.' Pn route to Pa.lestine . Our !iinist er believes 
~nD: pnnroaches to tne Iraoi Government to inuuce 
t .. r·. t.o change their !10llcy with r esrect to Je¥s en 
ro·Jt e to P:> 1 estlne ~1ou!d be fru1 tl ess . 

(f) Latin American Countries 

A r enort has been r eceived from Ecuador in re­
sponse to ' our follo~1-up circular airp; ram of February 29 . 
Our I.finistPr sta.tes that as a r esul t of fur ther dis­
cuoeions with the Foreign Office of Ecuador the Govern­
~cnt has announced that it is oreo~ red to lenct.the 
coooerat ion 11e have reque~<t ro 11 in accordance w1th the 
)OS!'IlOilities of the country fo r v'a1cn ourpo~e t he 
t 1·•o r,overnments 1-1ill have t o consul t and deflne the 
Mture ?.nd mPans of Ecuadorian aceistance ." 
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:1e have received a cable from AmbasRador 
.. :rsF>er sm1 th <>t l·iexico City in response to our in­
~ul ry concerning the status of the prooosa! to move 
Srynni sn Republican r efugees from North Africa to 
:·.exico. The Hexican Spanish Commi ss ion has agr eed 
~o acc eot these l , bOO r efugees an<~ the ma t t er is now 
111 t he h11.nas of Gobernacion O:exican Cab1net Off ice 
concerned 1·1 i t h Imn:ig ration ana. Relat ed l~atters) 
ror finA-l aoprova1. The Hexican ;.anister for For ei gn 
Affa irs has requested Gobernacion to exoedite its 
act ion. · 

u . ::i?ArlLI SHI·:ENT OF HAV:.i•S C!" Rt:FUGE. 

= 

(a) Trioolitiania a~d Cyrenaica 

Our o roposa 1 to the Britisn i s st ill pend ing 
t> t St ete . 

t b) 1'empora ry Ha.vens in the United States 

Tne o rogram to estab! isn tempora ry ha.vens in 
1;!\ C United St at es is still und er cons ideration. 

VATICA:' l'hvTEST Cm 7ID. D'=.l'U!iTAT! v; OF TH,: J ~.;;S 
f :.u>. SLU'/AK !A • 

A re ryo r t 11tich t he Vat i can received f r om the Govern-
ent of Slovakia is not SPtlsiactory i n tha.t i t con­

t~ 1ns no asrurances t na.t t ne J e1··s t her e ~li 11 not be 
neoor ted to Pol and . We oropose to r2ke a f urtne r 
reoues t t hat the Va.tica n attempt to obt ain a definite 
•lrOL~ ise from tne Government of Sl ovakia on t h1s sub­
Ject . 

b . S1'A'l'US OF UUASSilULATED I ±,'J't:iN.:>r.S H f El!l!:MY TER!UTO!'IY. 

The German Government shortly a ft er the outbreak of 
t ll fl ~·ar agreed to a.opl y the Geneva Conv~ntion to . 
civ11ian Amer1can nationa ls , thus ~ssim11at 1ng t he1r 
t reat ment in some r eenect s t o pr isoners of war. 
Brit l sh nationals in occuni ed t err1tory a r e likewise 

~-,-. 
I'_ I I 
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so treated . Since ~eroa~y does not r ecognize any 
01 t oe Governments 1n ex11e, their nationals i n 
occu~h:u territory do not enjoy these r i ghts . ;,~e 
·J rOJJOse to send a cabl e to tne Internat i onal Red 
u ros t< at Geneva requesting tnem to a1:>p roach t he 
German a.nct satel~ ite governments t n rougn appropriat e 
cncmtel a in the 1nterest of all unassimilated grouos 
to bring ~bout the full or et l east oartial aooli-­
cnt l On 01 t he Geneva Convention ana toe r esolutions 
01 t nP ensuing Internat i onal Red Cross conferences • 
.. e have di scussed th1s mat ter witn toe Int er nati onal 
:.e<.:. Cross Co:tmlttee det eg?tes here !'net ~ntn t he 
~1:1enc;:on Nat i onal Red Cros~< and botn organizations 
111'1'1' inc~lC?.t ed their wi! !ingness to sup1ort our pro­
r rflr., . 

t ? ) Hel'ug!:!:S on I s!aiiCI of Rab 

·.~e nc> ve been adVlsed by t he ~/ftr Department, 
i n res"lonse t o our inc:uuy as to tne sta.tus of the 
.r.t:>• oranc:.um ~1h 1cn '"'a.s sent to th~>t Deoart!!!ent con­
t< 1n111g t ilt' ;, rogrrun fo r t ue rescue of refugees on 
tae I s!anct of Rao, t nat tne ma.t ter i s une1er actiVe 
co:Hnuerauon by tne Combined Cn iefs of Sta.i'f and 
1s be1ng pr essP.O. 111tn a U t he u rgency wmcn the 
s1;ua~ 1on oermits. 

( D) C?ecnoslovak Rescue ann Re11ef 

.re ha ve worked out ~·nn thE' Un1te<i Czechoslovak 
:tFl1 0 , tne Ua.ttonaJ Ciu 1,f.:tr ReJiei Corrmitt ee , ~d 
tilE' Un it ed t:a tions Reu ef , AFL , a progra:n f or tne 
r ,• lldf and rescue of ool itical and other r efugees 
in Czecl10s1 ovaki a , Poland ;mel France , ancl have 
P'lprovE'd 11 .. r emi tta.nce of $150,000 to thE' re :Jr esenta.­
tive of United Czechos l ovak Reli ef in Lon~on for 
thic nuroose . The func\R for these onere~ tlo~s ~4ere 
obt<nned- by s oecial C~.noro"'l ri !'l-tion f r om the 1ia~ 1onal 
ul'r Fund a t t he r equest of tnc above-named l aoor 
organizations . 
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(c) Norwegian Rescue and Rel i ef 

'lie a l so work ed out with the American Relief for 
~~on1ay , Inc ., t he Nat i ona! 0!0 Wa.r Re 1 ief and the 
Unitel1 Nations Relief, AFL, and the Non1egian Govern­
r.Jcnt a nrop; ram for the r elief of oolitical orisoners 
in llor·~ay and for the r escue of Non1egian no li tical 
~11(• otHer refugees from Ger•,lany . $<!00 ooo' ~laS ob-
t:' in eel for this purpose by .t.Jnerican Reiief fo r ~1or­
"':tY . Inc ., b:1 s-:;eci <'.l !lonro?ria.tion from the Nat i onal 
.. ar Fund , the allocation being '!IPcie <ot tne r eouest 
of tne Bf\id Amencan labor organiza.tiona . · 

' · Id'i' .:ill.i:ES H! 31 EHY OCCU?Ir.IJ ::UROPE HOLDil!G LATIN 
" .•.• 1! llAf1 P ... ssFOHTS • 

.... r f'ceived a cable from Ambasf'ador WinMt, setting 
f orth a l etter f r o1:1 t he Intergovernmental Com!!!ittee 
on the Lat in American pa!>sport problem. It ~1as 
s t 'lten that Kullman , the secreta.ry of the Committee , 
Hru\ r eported thet the Swise author ities were opposed 
to a ny ttporoach to the Germans for the pur pose of 
lnciucing them to recognize these oassports a il' t hey 
fE> lt sucn an a.o-oroach ~10u!d be unsuccessful and 
WO tl ld do more harm than good . Our cable to the Swiss , 
i'lRt\ ing them to w?ke such ?.n :.>ooroach to tht> Gerll<lnS, 
~·C's 11till "Jending at the St ate lJenert:5ent on l-:arch Ill 
:'nl'n t hl' above C<>.ble ~J?S received . .1e r l'vised our 
cable to Bern , point ing out t hat , a l t nough ,,,.e had 
oeen info rmea ot the vie1· of tne S~>isr- authorities 
roncerning an a?proach to thf' Ger~ans on t his _ subj ect. 
we CliO not agr ee witn t oi'H oosition . ..e belleve 
th<'t 11.n c; noroach should be mPcie by t ne SPiss lind that 
t\1P GP r 1nan authorit i es snou!a be mn.de a1·1are that the 
treatw.ent of Jews pna others unner thei r cont rol is 
bt'in(l fo1lo~1eci closely . 

9 . CvlJPEHATIUN .II'rH TJE r;IT!:HC'.OVJ::RNJ-::;NTAL COJ.::T£T:i:E . 

ile fl.r e ~1ork ing on a orooosal to the In;;ergovermnentsl 
Commi t tee to assume the functions of tne League of 
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.. 11.tions Hansen Office and issue t ravel documents to 
rt~te1esr r ef ugees t o serve in lieu of opssoorts • 

.. e h!'ve been advised by Ambassador Winant that t he 
1 i til meet i ng of the Intergovernment al Committ ee 
executive c ornmi tt ee was scheduled f or Ha.r c!1 17 but 
thr.t no 1JOlicy decisions ~·ere likely to be made at 
s:'in meeting . 

111 . FU,IJ.'S F~.o.rt WA:t R,..FuG .• ::: BUA!lli _ .-t\JJJ:.C'!'S . 

.. e luove been advised by the Pr esident 1 s .far Relief 
Control Board that tile National :.ar Fund hes an 
une Uonated balance amounting to $6, 000 , I)()() , of t•hich 
~o·~c ~3 .0'J'J , 000 has been claimed by the Greek ~ar 
:te!ief in order to r eoay the Br 1t ieh for monies 
:-.c• venced by t he latte r t o l~E:R.'UI for th e r elief of 
~~rE'E'J: r Pfugees . 1ie pr opose to ark the British to 
fore~o the r epayment of tnie i nnebtedness a.nd to 
rel')ues t the President 1 s 1·1a r Relief Control Boa rei not 
to ~>•mrove fur the r <~ .llocat ions from t lie fu.11d 1·:i thout 
t)U t cons ent . 
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E1lllASSY OF Till: 

tr.:rrE:O STATES OF Al'EriCA 
Ot~wa 1 l:UOh 181 1944 . 

ub;<ot : • osoue and Relief or European Pefu.;oea . 

C O~Ol"Cblo 

!r : 

"l.o ooret<u-y of State 1 

':o.::;\~ton , ~ . C. 

"' t a •:e t.."'e 'one::· to refer to t,_o t opart&ont'a circular 
L 'r l'""' ""ted : CUltmrj" 26 1 1941. 1 7 p.a . 1 w1 t.h re~ar<l t.c t.~e 

. ,.. 
0 0 t's ..;•ec··tive ~·r or .anu:.r, ?.21 1941. es~blis~ 

t o :.>· a.:tJt<e oe.rd. rcrennce le Aleo ct>.de tc the Demrt­
z:o ' • oirc•Jlar dr,Ta::: a tee! ~ebru:.>·. 29 , 19/J, 1 7: )0 p.C. . 1 

0 t.~. ~tsy Is air c-rag "o. A-9 d4ted L'crch ll ' e :oo p • .It . 

J,Ct · i -.<m the -epc.rtment 1 s 1 ,struetions 1 the Embassy 
• - ~ .e1 ··a . <16 1 ated l'ebrunr;· ll 1 19441 to tho Caltl\dian 

Cl'oLcu·. of "tate for E."<ternltl f.ffo.irs outlining tho position 
." t' c ovorm.enL or the United totes in connection vdth t.h~ 
··a•J. r·:dn.., ot: c.icl to t he vi ctitlt or .~xi a a. .... l oaeion t and asking 
•o l e 'nl'oroe. or the attituc.o or the Cat14d1c.n Government . 

l'O: '- EI OW been rEiCOiVed fr01:1 tl e r CCl'Bt.o.r of r tat.e for 
l 41 .. l'"O.ir!J a. note , ''o . 2E t doted rue~ ll, lCJ44, cop;: or 

o !: c.-r-.to,c~ec , d ra'rli.n6 atuntic:~ to t. st.atc.-ent t:e·!e b: the 
• eo ·~r!~t. 'r. tl.e ··o:lSB or "'o..-:~ona on July 9 1 1~43, cop:· of 
· e • 

1 
"'} v:rr·, re-rltrl!'l t~~o te• a t'".e Canc.dian "";overmr:ent 

~ ::.·,. ur- to r.cr. •o assist 't&f"ugeet tror ··ure;pear cc.untries, 
3 . .,# '":.:tt eo .siG.ere.tion be given b; t~• ~t;rr~ent or 

• e ,. 1• •,, t4 tcs to ellorir.,e tl:e e t.r: !'J"(.D ~ano.da or catain 
«~es wto •ere sent to t hls cOI:.."'.try ~ca the Unitet: Y.ingdo;; 

l~'O to be !r.terr.EU. 

281 

..... : Cl uuneoy Abrahamson /.kzin 1 nernotoin 1 Cohn 1 Dulloifl , ?rieiman, 
~'"o.ston 

1 
Hodel , laughl.in , Lesser 1 I uxforU., l'ann , l.*rks , L':cCormaok , 

rurphy , l'l>.ul , rollik , Fnins , "Dith l !:tllndi•h l ;,t.eii"!U't , !! . r . Thite , 
• l1J.e 

1 
a 'Joy 

1 
l:a.nnon 1 7cinDt~ S n , f"iles 

r 
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I ahoul<l be &J.ad to be 1nformed or the na turo or the reply 
GhOul I.. t~nke to t he Sec)·otary or Sto t e fOl· external Affairs . 

respectfully yours, 

Fol· the Ambcssad01• : 

l/ "ro:.J .;.Xternal /.ffairs , 
l'<ll'c!l 11 , 19U.. 

2/ ~tstement or !'r!Jte 
'inioter on July 9 , 194;3. 

/a/ Lewia Cl~k 
Lollis Cwk 

Firot S.ecretary or :mbassy. 

:or>. to t'r . Plu•oons, European Artsirs . 
710/711 
.l;;.ti/omo 
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Enclosure No . 1 to deapatch 
!lo. 8)5 of Uarch 18, 1944 troc 
the Loeation at Ottawa. 

D&PART!.IENT OF 

El.."TE!INAL AFFAIRS 
CAWJJA 

Ottawa, llarch llth, 1944. 
t:o . 2S 

Sir , 

I MVO tho honour to refer to your Note No . 96 of 
rebrunry llth, in which you informed 1:10 of the meuure5 taken 
by tho President of t he United Stateo for tha assistance of 
r cDtcces i n Europe through the ostablisruoont of the ~ar Refugee 
Ooard . It is noted that the Doard will cooperate with the 
!ntorcovorn:110ntal COill!littee and •rith IJIIIIRA in moa!NTOS to oo 
tnkon for refueee assistance . 

In reply to your final pi>racraph concerning, the attitude 
of tho Canadian Goverrment, may I r efer you to the otate:nent 
.a..to by tho Pri:1e llinist er in tho llouso of C.,..,ons on July 9t h 

of last ;rc'IZ'? In that stateoent tho Primo llinister outlined 
the masures which 11W" being taken by the Canadian :iovernnent 
to hel p relleve refu;:;ees troa !lu i a&&r ossion. During t he last 
ton ~·oars 3 coocl I'OlJV r efugHS froa !'Olltical, roli;;ioUS and 
r:.cial porooeution hove found aaylUJI in C:IJI&da . Qlr records , 
like those of tho United States, do not identify "refu&e••" •• 
" separate cleaa of entr<tnt . l!aey or those aJ::dtto:l for 
peroanent aet tlaaent during this period could probably be 
rocarded a.e refueees, and this is probably true of a cuch !>i~hrr 
r l Oj>Ol'tion of peroons cr anted. "~en~ornry Dodno1ssion• during the 
wo.r ye<~rs . In the state,.,nt alreaey cited , t~e Prirte W.nister 
na1d th<lt, while it """ obviouoly i l!ll)oasiblo for the Oovern.'liOnt 
t o aivu " eeneral undertaki ng thst all poroone .~ho had been 
cr antod te•1;>orary admissi on would bo enabled to ot<~,Y in C:IJI&da 
o.!'tor tho war, nevertheless indl vidual applications for percdssion 
to romain woul•J be Given sympathatic consideration . A further 
""'asure intended to assist in meot111(! the refugee pr oblso was 

• 
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ta e '' rc<.ober of lost ;~ear when t he Conadun Governooent reopened 
· .• ! J i,?"':ti<>n rtrice in .Li sbon in order to facUitete t he 
• • •;..!ocr e> v1so.o to r e fueee families in Spain and Port Uj!lll wh 
' H 11ioh t o pl'oceod t o t his country . 

0 

rn o.udition to f acilit otine the admission to Consds of 
< u !'Mlilies 11ho are a bl e to l eave Elu·ope 1 the Cem die.n 
<>v~r:o:.'on~ hac r~ce~tly l'enewed its offet· to accept up t o 1,000 

.. o sn 1 • ... 1 • ..,le c hil tu e!' fr'ar. "?ranee if they c~n be got out . 
. e" ret~:: to.nce: ot our offer Ylere esse t.i4ll.;,· tho sue es 

c tlyi~s a simi4r orr.,. rnde by y<1UJ' C.overfllllent t o 
•c · ve n to S ,000 children, w1 th t he axe option of the fact 

t';r.t •·• ~.<.VC autl:orize<i t.!i.eil' acceptance up to tho a£0 of 
c 

1 
n· !J.c Cor adoiss ion to the United States they mst 

o o ovo1· ::ixteen . 

.. thirc. :;;roup "r refugees in wl!J.ch this country has been 
t • f. :J ttu 1"" r..nde \lp of per:on& who wero interned in the 
.! tod l.in.,"<<OJa in the sw:uner of 1940 at the tl.m• when the 

i uent uo.neor of Gormtl!l invasion cocpellod the United King-
n .iOvtrr..nent to inter n all calc enemy aliens J within certain 

" ' roup' 
1 

who ha ppenod to be ruoiclitlll in cer·tal n preccr ibecl 
•• o.c it1 tho United Kingdom, Over 4 ,000 of theoo "ore br ought 
.o :c.r.,.cln UllUOr 11 5p<:Clal a rrangement with tho United !ingdom 
ovOl'I!JrtOilt . The t ecords and credential s oi' o.l l vrere exami ned 
i:.t .;r<nt co.rc nnd the rnajox·ity bnve lona since been rel eased . 
: tho_o l olonoed 

1 
some hove ret urned to t he t:nited Ki:tgdoo anci 

o 1.::.v• ~one elcetrhere , but over 900 1·er4in jn "anada . Since 
·e~~r lOth , 1943 , t hese 900 have bee" at cc~plete liberty 

t. : s cow·t.ry c.nd ue under no rest.ricticms e.ri:int; out cf 
~.t fact tr"'t they are re.t"\Jsoes or were at cne time, no " purel;r 

;g: -:t.utionary r;easw c , interned . T'hey a..re, or cour::e , subject 
• t o .. c· cM:.l reculationo much a ppl;; to c.ll O!'eDJ al.iell!l b 

~- cou:ttr: • ! n the raj orit;; c.f cno•• t he coed faith ,..-.~ 
. Gthie: of t.!:O ret~~e~ nre be:.ond ~r;t doubt c.rd in the.ee 

1 - -.!!I'ICCD they Ql'O nbsolved even of t.~e rcquil'cl:le~t of r eport!.n,;; 
I.e t·.e <wol Canadian rount•O. Police , except a t ver:· rate 
• nterv4ls ·. h= your Goverr.l:ent is aware , frcet previous eorre-
: oru.o co c. nl.llllber or the refueeea in this uoup ~.ave r ellltives 
cr clooo friu.:ls in t he United Stotes a .-.1 are anx.' ouo to proceed 
thero . "orr t~.at their r elease in C~tnado hoe boon 1110dc coQpletely 
unconditionc.l i t i s hoped t hat your Covernmcnt can see i t s Wfl'/ 
clco.r to cont:ibute t o thei r rurtbet· ncsiatonoe by allowing 
tho~• who are other dse eligi ble f or entry 1nto the United Stat es 
,.,... o:!o co . 

r ohall be gllld t o bear from you of the pro:;resa of the 
.. cr • oful:eo Bo4rC in deal.i,.; with t he ret'Uieo probl em. 
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Ace opt 1 Sir 1 the renewed assurance• o! 11\Y highest conoidera-

l'. A. Robertcon 

for Secutary o! State for 
External Affaire . 

"ne C"-ited .;tetes .tuabassador to Canada 1 

United States Et>bassy 1 • 

OtteWil. 
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!ncloeure r~o . 2 to deapateh 
••o. 83S ot 1/arch 18, 1944, troa 
the Elobuey a t Ottawa. 

Statement of Prime l.!iniater i n l!ouse 
of Commons on J uly 9 , 191,). 

--------------

I ' hAll now rake a state..ent on the policy ot the sovern­
~:ent with r espect to r efu8ees t'roa aJJ-ope . C'nlJ' t he Jtost 
c.:llous could conte..plate with 1nd1tference the aituntion ot 
t.oot of thou uotortunates who , since llitler ' a aeeuaption of 
:><>wcr , h4 vo been clri ven f roc their homos . AIIO!ll tbea are to 
I>" COW1d no:nbers ot nearly every nationality o.ncl creed under 
tho sun. They have been scatt ered far o.ncl wide . l'ost of th""' 
'o~cvor , including those whose eutreringe are greatest, ore ' 
'till contained within the ring of territories hold by the axis 
crroiev . For them , except per~.aps for a tiny number who may 
bj cubtor£\lee or stealth cross the axia-helcl frontiers to 
"oighborl ng noutral countries, the. only esoape from persecution 
lioo in the viotory of the armies of tho united noti ons . 

Inside Gorman dolllineted au-ope terrible thinao are happening 
but tho luh !lao fallen on the becks of the Jo"" more heavily 
th4n oo any other j;I'OUp or race. L&st December, the allied 
~cvcrr~ents in London , in conjunction with tho United ri~og 
~ J the United Stntes, issued a declaration denouncing the ruth­
lo•s Gen:lan polio)' of extel'llinntion of the Jewish peonle under 
t'.olr control o.ncl prolllisins retribution. Tho covernaent of 
·., .adn w:os elad ~ediatel)' to aosociate itselC with this 
oclar4t1on . There is , uotortunAtely, abundant evidence that 

thoro h<ls been no change during tho laat aix 110ntha. Indeed , 
In •estern !:urope ecpecially, the signa are th(lt tho treatment 
ot ~he Jews hac grown even more pitilooa , and Jowa !'rom the 
>ostorn r.uropean territories under German control have been 
I:\Ovo~ Ol>ct warde to share t he fate of those from central and 
tcc'torn r.urope . 

Thoro ia nothing that the allied govornmento can do to 
ca vo thei:o hapless people except to win tho war as quickl)' nne! 
co completely o.o possible. Ther cannot be removed f r om axic 
tel'l'ltorr . Efforts to aid the", even iC aid ,..... feasible , 
would nrol ona their a sony if these efforts were to prolone tho 
•llll' . i't '""' aGI'eed, at the recent Bermuda confarenee between 
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ortieio.le of the aovernments of the United States and the United 
incdo~ , thct no negotiations could be undertaken with Hitler 

olr oo hie entire record has left no doubt thct ho would only 
1 

a.ruo to euoh solut ions as would bo of direct aid to the axis 
t.ur o.imo . It 11ns o.lso agreed that nothing could be r ecommended 
~hct wculd inter fere or delay the war ertort of the united 
nntiono. 

•rnil Bor11uda conference , however 1 hce Mdo a rnmber 
of •·ocO<".mendations for the purpose of aesisti"'! thooo refugees 
Tlho hcvo Already unaged to penetrate throush the axis r ing to 
r utro.l countries . 'O'Ihlle victory clone can reaoh the central 
co1·e of the rei'ugee problem, it 1a not by any -n• beyond the 
porer or the united nations to a~ those who have eseaped but 
h&ve not Jet found a safe asylua until peace 1a reatored. I 
011rw ot give the house details ei thor of the nuaber of rei'ugees 
• n vuious neutro.l and allied tarritoriea or or the proposals -

ow a".coptod by the governments of the United States and the 
l'nitond Ki"'!doa - which were reco•;mendod by the Bermuda confer­
e·.co , Tho delegat ions a.ueod the t the details of their 
.oliberD.tie~ns must be r egazeed as confidential so len« as a 

knowlo•ae or their recoCllllendations would be or Aid or comfort 
to our enemies or mi ght· adversely affect the rotugeee whom all 
uro t.I•J l nc to ai d , Tne univer sal problem or shipping was also 

ocognized a t the conference as or t he utmost urgency and it 
wo.s o.gl'oed there that any plan that looked ~o the d1vert 1na of 
c.llied ohipping from the war orrort , to remove or care for 
;ofUgccs , would present considerations of a military character 
w:1ioil would disclose al.<;os t inoupero.ble difficulties. 
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Soore\-rJ of s -.te, 

'laahlDC'OB· 

2206, •l.&b'-\b. 

PLAll 

Loft40II 

Dated W.rcli 11, 19'4 

Roo 'd 31&8 l'••• 

lOC Jnaa\ln c-utoe •t tbh aoratac allcl 

purall:r a:ppro.,.dtllrootoro' roo-llcl&Uooo on \be 

&pD4a ao aatlclJ>I'\e4 ia. .. 'batt7' o 1983, ele'fea.th. 

Pl•MrJ ... oioa. 11 calllcl f or ,r,.,. 19 llDl .. l director 

OA4 chairaaa. fiDel lt lapracttcahle to bold until .... 

later elate. llal>cceooi\LII oa. rv.lu of procedure •• 

eo-.hllahecl conohtlDC of Aaerie&D, Brlthh ADd 

luherlallclo repruntaUwao or tbtl.r diJI'ltlll aa.d wi ll 

held tint ... uiiC au\..._ hll report .Ul he 

.u.a •.Ilea at•t•• a re -uahle. 

'llKllll' 

UIS 
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··c. :.680 (R - 2i.94) COI!l'IDE!iliAL 

.AJ.IEIUCAN CONSUUTE GllllERAL 

Istanbul, Turk07, &.larch 18, 1944. 

~v~0CT • The Present Status or Jews in Or eoco . 

'lil.. ~J:.CR.;TJU!Y OF ST;.TE, 

AW HtlTON. 

: hnve the honor to s~t WonaaUon concerning 
tht ;oreoent otatuo or Jews 1n Oreoce and to report 
r&quoot ' or Jewi sh refu&eea that an oraani•od service 
"- oo tabl1shed to assist J'"'s in escapinjl . A n111>ber 
~r ackl l groupo of Jews have recently arrived 1n 
Itmir and representatives have visited tbe American 
c~noulato , but tbe informat ion included i n thia 
doopntch was furnished chiefly ~ combers ot a porty · 
or 26 J owa , i ncluding seven womon and ~1reo children 
or n ' no yearo or leas , who arrlvod in Choamo on 
l'urch 2 . Llember s or this sroup left Athens in mid 
December and the weeks r olloYiing, eoina t o Euboea ~ 
bo;lt . J.i'ter waiting there one-and-half to two-and­
a -hal! months , they final ly ouccoedod in obta.l.n1ng 
tranDportetion t o Turkey and tb07 left &uboea 
i'ebr\IAir)' 28. Becauae or stor<q weather tbo boot woe 
obUged to put ln at Slcyros ror one night . 

'l!le report include• eeUAatos or the nu::ber s or 
Jow;, Uv1ng in J.theDS and other J*l"t& or Greece, an 
a.-prai oal or the present a t t l tude or the Gon:I8Jill 
tow6rd tho Jews aa shown in the orders and r oca.· 
rtondations to registered Jews, atetemento regarding 
the praise-worthy attitude of the Greek peoplo and 
tho !\Allis Government toward the Jews, • discussion 
or the present possibilities of escape and recom­
mendation• that an organ1•ed syotem or reooue be 

oa r Llisa Chauncey (For the s.ec •y) , ~. Abrahamaon, l.!r . Akzin, 
llr . Bernstein, Jtra , Cohn, llr . DuDoi a , 11r . Friedman, !lr . Gaston, 
li es Hodel , 111as Laug)llin, Ur . Laaaer, ~. twctord, Yr . l!ann, 

L!ra. l'llnnon, ltr. &~arks, Jlr , IAcCo,....ok, ~. ll\lrpby, Ur. Paul, 
llr . Pohle, llr. Pol lak, llr. 1\ains, Jlr, ~riiCIY• Mr . Smith, 
llr . Standish, Jlr, Stewart, 111'. 'lieinatein, 111'. H. D. 'liblte , Files 
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e;,tubliohed . There 1a attached an onoloaure entitled 
U1o "k'u~o ot U1e Labor · BattallCill.t ot Jewa sent .!'l-ea 
- ulonioa i n 1942 and 1943", which while not bear111g 
u~roctly upon the present situation o! U1e Jews in 
Crocco, gi vea details which have not bean previoualy 
reported to this office and whiob are bel ieved t o be 
of historical intoroat . 

The four members of the party who were inter­
vi ewod were 1 

Jacques H. Benn.tbi, resident or Athena, civil 
en11ineor, graduate ot the Cenaorvato1re Nat ional doe 
Arts et Weti ere, Parle. 

David J . Faregg1, resident of .l.thena aince 1940, 
foroerly Administrative Director ot the Auatre­
ilollenie Tobacco Coapony Uai ted in Saloniee, and 
Honorary Chancellor ot the Austrian Conaulata Coneral 
o.t Saloniea . 

l!oiee Nahmias' resident or Salonica until the 
s pring of 1943, when he went to Athonll until Juno , 
1940, Fonda do Pouvoir de 1& Societe Anonyme d 1Aaaurance 
Generales "UI. Victoria de Ber l in", Direction pour la 
GNce et 1 1Alban1e; 1940 - }'ebruary 1943 Dirootor or 
n company which re!i.ned cotton oil. 

Oscar Salem, recently a reaident or Athena ; 
prov1oua to April 191.1 Director or the Saln Bank or 
...alonica; when tho bank was cloaod, he otarted a ehop 
ror woolen goode. 

Invutigationa in Izair have os tabllehod tho 
rellabill ty or these tour .. n. SaleD ie • Spanish 
subject; the others sre Creek citisen.a. All 118re in 
hid111£ i n AtheDil, following the Ge,...,. order or 
October ) that all Jews must repeter 

The above party did not leave Greece because the 
situation had changed for tho woroe oinco October 
when all Jews ware required to regiotor, but becauoo 
it wu the conaonaua o! opinion that if the 0•"""'' 
romain in occupation, there will eoon be persecution 
ot the Jews or Athena, similar to tbat o! Salonica in 
the aprins or 1943· Even Jowl of foreign nationality, 
ouch ae Salem, !eel that it ie not aafo to etay on 
in Qreeca , althOUBh their position ie undoubtedly lass 
d&ngerOWI than that ot Greek Jews. 
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Thara are Tarioua est.iaatea a a t.o t.ba nuaber ot 

Jewa in Athena at. present. In !lo ... a ber, aa • as reported 
in Deap~~t.ch No. 1746 (R-1618) the Iotanbul raprasentet.iTa 
ot a Jewiah organl.zation· stated that ot a totAl ot 
) 

1
500 Jews in Athena be! ore the October order t.o 

register, all except 600 had eeca p6d tr011 the city. 
However, from l at er r e ports i t ie lcnO'IfD that inetaad 
or esoa pina , the great majori ty were hidden, •~ 1n 
tho houoee ot Greek friends or 1n quarters tor which 
they paid a high price, some in the IIICUDtaine. A 
resWMI ot ostill&tes reported in the loat three mont.bB 
is s1von below; the starred numbers are the t isure• 
s upplied by the four men 1.nterviewed. 

h'llaber ot Jews in Athens before the 
night tr011 Salonica in the 
oprin& of 1943 )~ - sooo 

!lumber o! Jews wllo fied t.o AU!ena 
tr011 Salonica ... 2 500" - 6000 

Nwober of Jews in Athens now --- )~ - 8000 

!lumber ot Jews or foreign citil8n-
ahip 1n AtheDS ... 500 - 600 

tlumber of Jews in Athens who 
oo~plied with the German order 

600* - 1500 to register ... 
tlumber ot Jaws now hidden 1n 

AU!eno and vleini ty ... All who have 
not registered 

lll.caber ot J ews 1n Epirus before 
2000 - 6000<t 

the occupation 

N\JIIber ot Jns 1n Cortu before 
the occupation ... 1000• 

!lumber ot Jews who have escap6d 
t o Turkey through Iomir 

)00 - 1100 + 

Nwober ot Jews who have oecaped 
t.o Turkey through other porto ... )00 

When the order for resist.ration of all Jews was first 
iseued (see Deaplltch No. 1601 (R-1.483)1 October 22, 1943), 
only a tew hundred of tho pooroat Jewl obeyed the order. 
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'!11o Goraan authori tioa aaeured the .. people tbat no 
W\f'ortllll&te coqeequencea 1!014d follow Uleir reciaterillc 
and ur&•d thea to ad'fiee other Jna to follow tba 
resulation . No penalt y waa illpoaed tor late repetra­
t ion and as there wae no unuaual persecution ot UIQae 
who had obeyed the order, gradual17 aore and. 11ore Jawe 
reputered. Such action wa a ueually toroed upon t bwa 
by povert y, tor although the Greeks have been hUII&IIe 
in the extr .... in Uleir attitude toward Jne, it is 
o!'ton very exponai•e to relll&in in hidini and IIUIIIY poor 
Jews have no;!. been able to conttnu. to pay for their 
aacuri~~.., L See Despatch No. 1746 (R-1618) o! November 
11, 19J,V. However, recent eh&niea in tho eysteu of 
h4vine repstered Jaws report, have arou.ted oome 
auep1c1on. Inatead o! be1ne obli&&d to report enry 
t.wo da;ra, il was the ease at tirat, Ulore 11 now no 
re&Ular period, but each Uao Ula Jno report Uley are 
told when to return and are allowed a vary abort 
int erval in which to appear, ottan not aore than fifteen 
minutes . '111is mean& that all the repstered Jewa o! 
~tbons are s-terad periodically in one place and it 
ia !'eared that on one ot these occaeiona Ule Germane 
will take advantage of the ai tuation to eeize th•· 
Thl.e tear ia strengthened b7 the Garman inaiatance 
that the re&iatered Jewa persuade othere t o register. 
The tour 11en recent ly interviewed expressed the con­
viction that all registered Jews are certainly condemned 
t o death unlees an organi•ed effort is made t o aooiet 
tbam to eacape. 

'!11e attitude o! the Greek people toward tho Jaws 
wu praised in Ule hig)lest teraa. !1~-Ula exception 
of the Greeks of SalooiCI 1 who are w p tad !.<. have bad 
an Ullll)'llpathetic and sOQ8tialeB hostile attitude 
toward tho Jews during Ule parsocuUona o! 1943, tho 
Jewiab retugeee pay the eincereat poaoibla tribute of 
respect and adldration for tho Greeks who have con­
aiatentl,y given aid, even at the coat o! tre•ondoua 
aacritic••· There are countleaa caeea ot Greek• 
takin& Jaws into Ulair haHs, h1d1na theJa, teedine 
thell troa their lees than ecanty aupplila, and riakini 
their li vea to protect the•. The Rall11 Goval'l\IIIOnt 
has Aleo been benevolent in ita attitude and attar 

1 Of tbio nUllber 1t wae eatilll&tecl that 500 wore 
provided with papers ehowini that they wore Greeks, 
with Greek names. 
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the Oerun order to ragiater •• 1uu.d, tho police 
were authoriud to aupJ>l7 3 , 000 J n o wi th Oraok identity 
oo.rda. OUr 111Lol'lllllta aaid that the police wore al~ 
roadS to &eaiat J aws and would neYor betray their 
hldins plaeeo to the Oei'liAIUI, A nUilber of inatanoaa 
were c1 van wher e the police not only railed to 1t1 va 
evidonoo against the J ews but aade oonet ruot ive aug­
geoUona to help them, When tho order of October 3 
wao announced, it appli ed to all Greece, but manr 
districts did not receive inetruetiona for carrying 
1 t out and 1n that case the police took no a tope wbat­
ooever toward allLorcins the meaaure. In Jannina, for 
inata.Dce, the Jews have not been required to resister 
and they circulate !Nely. It 1o true that their 
real property has been sal.zed by the oa ....... and they 
cannot l eava the city without Jll11118 !rca 1 to 2 
l>llli on Draclmlas tor a perllit, but their daily lite 
gooe on 1111cb as usual. In Cortu there are no reporte 
ot peraocution, although J ewish propert:v hae undoubtedly 
been contiecated • 

.lt present there is no organization or underground 
novemont for aidiDS the Jews of Greece. Tboae who 
l eave the country do so upon their own ini Uat1 vo and 
t hrough private channels . For tho rich tho under­
taking 1o diffioul t and full or !Jardel!' pe but if offers 
a aood chance of success . Tho onl:v way for poor Jews 
to oxeape b through the charity or their fellow­
country!llen . The four member• of the party reoentl7 
i nt ervie"ed said ·that their group included a nlllllber 
of poor Jews, wbose expenses war.~ paid b'/ the acre 
wo&l th7 member s . 'lh1s group aleo lett •one:v w1 th ~ 
J ewa who could not 011bnrk with thea and were ol>li&ed 
to wait 1n Euboea . 

It ia not easy even tor rich Jowo to obtain paeeage 
tr011 Euboea to Turkish ports, for it ia understood 
that tho Ensliab and A:oerican services can talco only 
a l1mi ted nUillber and i t is diffioul t to find other 
n>eans ot transportation. The placll 1n Eubooa where 
tho parties a.re obliged t o wiLi t are prW t1 vo in the 
extreme wnd the food supply ia aliDO&t non-existent . 
t All maintains a eon&istently benevolent attitude 
towurd Jows, often act ually protootinQ them !rom open 
hoatility on the part of t.)la inhabitant• or certain 
Albanian villogea on Eubooe, but it cannot sive them 
rood . A Jew who recently arrived 1n Illllir ca1d that 
he l ived for oix weeks on a diet oone1atina eolel7 o! 
raw onions in the mornins and boiled onions at noon. 
The only elaepins quarters were ouch that tho party 
was devoured bf lice. 
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'!be ! aur Jews .. ntioned abo'fe , •• woll u others 
who 1\cve been interviewed !rca ti .. to time, udo tho 
CIOllt urgent plea that thp ID1es, and eepeci&Uy the 
United States or America, should provide orpniMd aid 
which 'fill make it possible for even poor Jews to 
escape !ro11 Greece. They referred po.rtioularl;,. to 
thooo who hAve registered , oa they believe thAt all 
J owo re111Clining in Creeee , wh• the Oermane e&n find, 
only owai t the fate that bot' all tho J ewa or Salonie& 
1n llarch 1943 . 

To give effective aid 1t would be neeeee...,. tiret 
to orllanize a service to evacuate the Jews t o Euboea 
or to i ncl ude Jewa in one of the preaent Allied oerviceo 
which hAve worked out a very efficient eyateoo . Second, 
1 t would be neeoso...,. to provide toe111 ti .. t o brln& 
the11 b7 boat !rca !lul>oea to a point on the Turld.ah 
coact near Itolir. Penoits far J ews to t rnel t'rao 
I lllir to 1'4leatine are now errqed b;y tt- Bri tiah 
and C""el< s ervices in Izair but, for the deati tute 
Jowo, 1 t would be necessary in addition to furnish 
1\lnds tor tt.eir living e,.,..naeo both whil e waiting in 
~uboeA nnd en r oute to Palest ine and tor their tronn­
portation expenses. It 1• unders t ood that boato in 
both tho Briti sh - Creek and Alllorican oon 'iees b11.ve 
recently brought Jews tram !.uboea to Turkey but, accord­
i ng to tbo rof\lgees, Jews ore transported only 1f 
t hore ha ppen to be vacant ploces . It would appear, 
ther ef ore , that altheugb a eh8Jlj;e or policy would 
tacilitete the escape of Jowa , tho quoation can be 
eolved only bJ an oXJl8ll"1on or the exiot1ng oervicoa 
f or the s pecific purpose or r oscuillj! them. 

I t 1o believed tbet. the reocuo or Jon !r011 Groace 
fAllS w1 t.hin tho 8COp8 or tha work or the hr Refugee 
Board a ppointed by tho Pres i dent and i t i o urged that 
U.o above be called b i ts attention. I t 1a al oo 
suagooted that Deapatch No. 2628 (ft-244S) or ll&rch 11 
on the s ubj ect "l.!ove"ent of R6fUteee !roc Greece 
through Imir" would furnish tho Board convincing 
evidence of tho t eas1h1llty or tho plan briefly out­
lined above . Tho inadequacy or the Cerii&D control 
or the coeet and tho sea, ae well ao tho benevolent 
attitude toward the Jews on the part of U\8 Creek 
people and or EAJI, the 11o8t JlO"•rful r esi s tance group, 
IID.ke the teak or rescuing Je•• eillply a question or 
orsaniution llDd. nnonciel support. 

Pile No. 820.02 
ll:lhiCID • via 
Encl ocrun' No. 1 
To Departaent in Original and 

HectogTapb. 

Roapeett'ul l)' yaurs , 

Burton I. Berry 
.&aerie&n Consul Oenerel 
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Elloloeure llo, 1 to Deepatdl 
llo. 26eo (R - 2494) dated 
ll&rch l8, 1944, trca the 
A&oric.n Consulate General, 
Istanbul, Turkey. 

Fate of the Labol' Batt&llano of Jon Sent 
From Salonico 1n 1942 and 1943 

References in previous c!enpatchos to labor battalions 
of Jelfs are GO follows I Deopateb No, 866 (R - 865) July 
a , 1943, in which tho atstec:ont ie made that thor•.' .... no 
n•~• ot 1, 500 Jon llho had been oont to Lariaea to work 
on roads and minoa; Despatch llo, 1085 (R - 998), August 
7, 191.3 , •hich states that begir.ninc with JulJ 1942 groupe 
•ere sent a11ay aJ.Jooat dailJ by the Occupation Authorities 
t o forced labol' 1n ~cedonia; Despatch r.o. 1746 (R - 1618), 
:·ove:obor 11, 1943, which contains the rolloodnc report 
of tho I s tanbul representative ot a Jewish orpniution, 
"JellS ot Salonico mob111zed 1n groupe for forced labol', 
bocJ.nning tram July 1942 up to the time ot the usa depor­
h t iono in the spring ot 1943, are otill 1n Greece• . 

r~on quost ioned upon this subject, L~. Hobmias who 
w~s tn ~lon1ce at the time tho firot l abor battalions 
•ero ca lled up and who served on the comcitteo that later 
ur1•cnged for their return, gave tho followins information: 
Unt.U July 191.2, the Je"" ot Salonico •ere not moleuted 
by tho Gel'l>anu. German officers lived in Jewiob hom•• end 
their relations with Jewish families were pleaoant . In 
:uly a cOIIIli ttee ot Ger=ans arrived in Salonica to regieter 
all men between 18 and 45. The announce~ent WA& &Ode 
U1~t. anyone failing to r eatster would autfer tho deatb 
pen:o.l ty and there "", there! ore, a full a ttondance upoe 
U·o dq apeeifi&d . '!'be re&1•t.rat1on took place in a 
rublle square where conditione nre aade aa painful tor 
the Jews ae Gel'l:lo.D ingenuity could deviaa and where 
Germans resorted to torture upon the ol1Jbteat pretext . 
FollowiJli tho registration, 10, 000 men •ere aent to labor 
C&tlpe, Tho food provic!ed by tho Gor:ane waa very inadequate 
i n quan1it7 and i.noxcuaably bad 1n qualit7. At the end 
or tho tiret week several JOlla hac! died . r.bon tho families 
of the laborers tried to send food, tho Germano retueed 
perrniesion . All more and more death• were reported during 
ouecoO<llns weeks, a•ecxnmittoe or Jew• vio1tecl tho Cerl!l8ll 
Authorit1e• 1n Salonica and obtained pormioa1on to send 

tood.. 

295 

Regraded Unclassified



- 2-

In late September or earl)" October 1942, tbll Geruu 
odvieed tho above..,enUonod Jewish coaittee tbat t1>11 
lAbor battaliona would be pemittad to return 1t a .,. 
outN.cient to ~ the wages of mon to repb.oe thea wao 
furnished by the cOIIII!littee . Tbo emount deundod wae S 
billion Drachmas. Tbo committee asked to be allowed· to 
con eider tho proposal ancl it wao tOWJd that tho c001111111n1 t;y 
could pay only 2 bUlion, When tbio reply wao siven the 
Gel'llllln& 1 they agreed to accept the &WI of 2 billion 
Drachmae 11' the Jews would cede thoir cemetery to tho 
CccupaUon J.uthor1Uea, Tbo coo:aHtee rei'wlod to do tbia 
und tho Gol'ID&Jl8 finally agreed to allow tho laborers to 
return upon tbe receipt of 2 billion Drachmae. .U.oet 
i =odiatel;y following tbia agreement, the Gel'IIUUI 
destrO)'od tho J ewhh cn ater;y in the n1£l!t, The havoc 
which they wrought tho~:~ -• ~t that the ceaeterJ 
no ht.rdl)" recognhoble ancl none could t1nd the bonae 
of hla dead. 

The aembors of the labor bettallone who had aurvlvod 
up to that ti,.. came back on October }S, ot tho 10, 000 
who had been sent out, only 61 500 returned. '!'hey w~ro in 
a pi tiabla e<>ndi tion and 500 diod in Salonica during the 
ensuing r.~ontha, althoui!ll given e'Ur;y care. 

I 
'llhen tho S. S . troops who arrived in Salonica in 

February 19/.J deported the entire Jewish population of 
Greek o1 tiunahip, tho con who had been i n tho labor 
bottal.l.ono the prevlows autumn were again s ent to work 
c&llpa , Tboae who aurv1 ved tho second period of forced 
labor were l ater sent to Poland . No me=bere of the labor 
battalions are now laft in Greece. 

The Geraana whose special mission was to deport the 
J ews of Selonica wore ao~bors of the Vionneae Cooodosion 
101. of the SecurltJ Service . 'ltlo moa t activo aeabere 
wore Captaino Brunner and 111no1alok aDd ~reeanto Slarlk 
and Ge i bing . 
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TO; 

Secrt tt.ry of State, \'nt HI\j. tOG 

American Embsesy . Kndrld 

OAT EDI March 18, 19•4 

1 Ul!RT.R: 752 

01•en belov 1• the aubat r~c~ or \lcenat to . V-215~ 
ls•·.ucl ~o tl:e A.cerlcan Jev! 11'" ... Jo!r.t ttia" rlb\ltlon CGt..:..ttlee 
of l:tv York City by the 'i'Te &l ur)' Departcr t . l t 11 r e CNe e:t ed 
t!l&t_ t"·.e IU~fl t n."'l.ce O' th11 llee.:Uf be Lra..ac1tte4 urgently 
to );1:-. S3.~uf': SeC('-er!"&, ,t])C rto"!'r•tcJ.t&;.t.\ve, ~~ oae JdA r eae- 11 
Y.,tal D:1ato1, Bareelor~. 

(A) Uot v l tte t~md!~ GeDtr&.l lhllnt: t;o. 11 , autl"ori­
t.•tlor. l a Lere'b;r b-ra.nted to your re-preaantatlve 1n Spain , 
tor et.'ht.r with auc::h t\gen ta a.e l1e cay f'ppolnt, to ccoi"!Uni­
cat.e w1 th per eor.l in entlr.)' or eue=Y-oceupild territory 
by WlY mtm·.e ..,h1ch he cay deec expedhnt or n" ceUAr)' for 
the pl.lrpo t o of v.r rengl r.,: t he evl'C\l.Ation , to auch &rf'\31 
of enfet.Y l)r r ol e tive s&f.a ty ae lllli.Y bt nl "-ctecl by such 
reprea• r.t.b.t.1ve, of pcrton~ in suc \'i territor~ i n tlll!llinf"nt 
4u;.l"~r o! t l'.etr ltvea and to &rrenr.• for the sfl..feruArding 
~nd •~•~enar.ce of such oerton a until auch evMCU&tton i s 
-poni'tle :>nd to pu.r!'\.lf' anj· o .. , l't o.ct.\on wl'ich may be &1)­
propr iat. e for eaid pnrnoaea. \nc\ l~tr t l'e pl\¥Sent of fu.nd• 
to percons in ene,v or en4~v-occupie4 tor r ttory vho PA3 
h&ve provided c!t ~er f.OO~I ot etrYicea 1L co~ectlon with 
t he tore~oi'"."; • In order t.o ncc~J.lre t.. t ""cettary local 
c~reney for t h f ~urco• ~ of rtn'"clr~ the oper~ticnt re~er-
r~4 to abo•• • t~~ follovl~ t.}Jf''" r~ttol a ~r• a~thor1 ~ed 
p rov11'ted t hat cet~od Ko . 3 rt.,.ll~ r.ot b e usee! 1.!' lt ie 
ft~\ lb\e to ute e ither gethod ~o - 1 or No . Z t.o obtain 
t he l ocal cur r ene; or txch~ru • · (,) T1 t c:"trrf' '"C':' or e:x­
ch-.nye of t he eol.lnt r y or co·Ultrl.ea ln vhtcl': t l.e operation• 
a r e to tAke place may b~ nurcl·~e e! in Spain if your repre­
ttr. t t..t1ve t.e rea1ocably certain t~.a.t the ttll ert Mve 
held 1ueh eu1·renc~ or e.xchan;re tlnce before the dote f\1 

of \ll'h \ch auch countrit-1 ,,~rt: fro n n 'by t.h • Oovernv.ent of 
tht Vn1t,.d State• or , t f . AcQutred tubaeQu~tnt. to thnt t'l11e. 
thut ... 'le aeller tl.Cqutred eu r h currency or exCMJ L" under 
'"\\•1"1\~atucet which wer e no t. ben e r-L.clal to t he enemy, 
:,our r f' f!ree er. t.at.t.ve to con t \l.lt vlt.h t he t11'l1t.ed Stfl t.et '?.&baaey 
\ n Hadr\d vhen posaible \n such CMtlt · !he ttllert or 
auch loc8l currency or axc~G• ~ bt r e 1aburted lP 
p e tetaa 11t tt.e -,rev&111nt uno!f1c1al t•ate • of uehar.,.:;e h: 
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~oalo . (2) !he local currenc7 ~r •••~• or countrT or 
coun trlet tn wbteh the op~rfttlona are to tnke place __, 
~e ~urchaaed tn en~ or en~ occupied terrttor.r pro­
vided t hat retabure em~nt i s not made until after t~~ ~. 
~etaburat~~nt to the seller or aueh local currency or 
e~c~nr~• eubeequent to the var o~ be tns~red by 
t.)"1o e ttahlltl'Jilent or blocked &ccou.nta on )'OUr 'booltr.e 11'1 the 
Untted Stat•• or auch bl ocked account• mny b& 1n n bank 
tn t he Uni ted Stat es or Spain, urovtd@d thnt there ehall 
~. no ftttl~nment of nny tnter eat tn auch h\ocked aecoUAta 
or nftr=ent froc euch blocked account• un)!tl •p~clftc 
&r,nroval 11 g tven by the T'reaaury Del)&rta-nt tn each eaae . 
( ~ ) f~ceae&ry l oe&l f Und!, exch~-hl, ~coda, or aervt cea 
: Py be purchased in ~~e~ or ene~-occuole~ territory , 
the ra\m~ur •e~ent th~refor to be a.de ln free currency 
;,o!et or forel~ e.xel"~, o:rovlded that euch r aa aonable 
ateot •• &a7 be poealbl e are t&ke& ~ your re, re•entative 
!o pre,•ent. t -ach foreign exchange o r free cu.rreney r.otea 
""e1t1• aeealrcd by ne re~r..• Yho &&y rhe th .. to t }lott enQY. 

('5} 'Ihe totAl &count• repretente4 ")' ctalr.t e atab-
~ ~~-~ &!A! ntt any blocked account eat~bli the4 in ~ccor4anee 
~l t}~ thlt licente, nlut the •~• pald ou t or ott~rwiae 
o"bllttat ed pu.rauant to thl t liceae e , aball not exeaed 
•100,000 or t he pet e tn equivalent. 

(C) k full report ohoutd be ~ud• tn tho United 
St. a1. et Embatt)' in Hadrld concern1tl~ t h e flnanclnl trRIHHLc­
tlont coeoleted purauant to thi t licente ~d your repre­
tf'ntntlve should lneu.re to vhatever e.xtent poatible thht 
t he t ell ert of l oc•l carrer.cy or e~c~~e are peraont 
aceeptnbl~ to th~ United St~tea EmbAat¥ At Madrid . Ineofsr 
~• cay b e po ~tibl e, you r repretenta t lve ehould be satisfied 
that e.nr p.a.J'llllnta nade to auch persoc111 vtll not bt. of 

a:;,· .. t'ne'!' lt to the enec,.v. 

(D) Periodte re~orta with rt'~ntct to the optratlcne 
cor tumat ed w-.der thi t.. llc~nte at-.~uld be f1le4 wtth ! h.e 
Un1ted States Eab•eay tn Madrid by 1?~r r~pretentatl••· 

I t it ra ou~ tttd that you \nfora Mr . Se~uer~a t~At Dr. 
Joeeoh Schll&.rtJ,, the JDC r eprt r entative in Lh'bon . -.111 give 
hill lnttruetion• vith re,;ud to b~ttlr. :-.tnr t.he opflrf'tior.A en­
vlla.,;ed by ltcense \1'-2155 and that. ho t houl.d comly witt. tuch 
l netruot ton a. The optrat\onll envi aw-td 't-ry the above quot.ed 
ttcerae Are approved by the 'l'reueury , t he DfiJ')&rt.f!'lflnt a."ld the 
Wnr R~fup~e Board and we reque et you to t ake tuch r~~ton&ble 
tt ent ae m~v be necea!Sr.1 to racll1tate carrylnK t.ber into 
effect. furthermore, you are r eque t t t d to rep~rt to the Deoart­
Qcnt ~t once witr r eepect. to &nf dlf'tcul. t let , et peciall~ in 
coMect.l on with !lna.ncial opert'tiona, t.hrt.t mny b• .-n.cour.tered 
-~~ an lndtc•tion aa to pror r••• .ad• ehoutd be contained in 
10.1r r•pl)rt. You Phou\-\ pra.-ot lr !orwar4 to t he n.part11eat. 
r oporto !!lee! vlth you P'u-ouanl to oarO(ranh (C) o! t he lice c ... 

Del_, • are to be avoided •~ tlE• 11 freouently of the 
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t!lence ln .. ttera Of t bia k1n4. fo t hl1 1nd 7GU &rl reque tted 
to nAke l l beral lnternretat lona concernl~« t he ~thorlty granted 
un~er ticenae, reporting &ny euch lnte~r ~ tatlont to the 
Departcent • • and when aade . It ehould be noted in thl• con­
nec tion that licente V-2155 1• aubetantial ly the •••• ae 
ltcentel 1ttued previout ly to ~hit and ott.er private «genciee 
'or the purcha ae of c•rr.rin~ out tiatlar oper~tiont tro~ 
Swlt••rlond, Wo vi oh opec ific• lty to colt your nttontion to 
th• provi r tooo of parAgraph• (A-1) ftnd (A-3) of tho liconoe, 
~arar,roph (A-1) baa already boon conotruod ao nllowlng tho pur­
ch&ll t from pe r eona in Spain or local C\U'rency or axch."'~' 
1··r• t pect. ive of wher ... th1 curre.ney or exoM.nr.e aay \n fact be 
lorAtt d . You ~hould not• t~t even tho~h under ~aratraph 
(A-3) roret( ... n exchflnP,I uy be • ade •••l lable t.n e.nemy or entdl1-
occuoted t erritory , t hl e sethod should be ute4 tr, under the 
ctrc~a t•ncea , t he rell af and e•&cuatton ODe rat lont vb1c~ the 
11cen •~ otr"lta can bt earr ted into t .. edtate exeeutton moat 
effect1•ety thereby, althoUGh either ont o~ the flr!~ two 
: et ho4t 8hoal d be uaed 1u prefer~oce to the thtrd me thod tf 
ootr~t ton a will not be pre judiced ln ~· ~· 

Tbt • Governmt nt ~ont ldera the tavinp ot 11vet t c be of 
~rAmount tmnortLnce. a t ~ill hav~ bet o racognl~d from pre­
vt ou a commur.icatlone concer"'tnJ~ the Var Refu~e• Bot\rd 'e pro­
grama, and altho~h a vitAl ~~rt or our econoa1o varfare 11 
et1ll pr~ventinr the enemY from acoutrt ng tore i,n exc~•· 

th1 t cona1der \t1on 1a to be t ubordinnt ed to the ~axlmum ful­
f illment of the re acue pror,rama bei nR undfrtAk•n -t th~ nreaent 
tlmt, or whi ch t ho operation• onv\ oaged by tho llcenoe di•­
cuta ed ab ove are a part. 

The Tre&aury Deoart•ent hAa l taued to the JDO a lice~ee 
autl'ort~ tzv: operation• fr<m PortUJt~tl vhteh 1, tdenttcal l .n all 
r eenecte v 1tb W-2155. ~~ JDC reoretectattve t n Lisbon , Dr . 
Jo~enh Schvart~. t& expect ed to re turn t~ Ll t bon in the near 
fU ture and the op~r&tl ont by Ur. Seauerra ln Spain and 
the operation• tn Port~&l are to be carr te4 out under the 
r t nt ral 1Uperv1110D of Dr. Schvartz . 
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P.uti.PI!l!ASI or hi·••• BICII YID 

J'ROIII n. ...... 1.,... Leptton, l-ola 

1'01 '!'he lecre ta17 of l~te, ••hloctoa 

DA't l l llaJ'oh 18, 19<K 

N\JIIBEIU 933 

U. S, llliGD'l' 

Pl'oa hlo prlaclp•U t he Osa reprooontatlw roceho4 tho 

•oo•co 4Ato4 ll&rda 8 wbtda tJWI.Utqd tor tho tar llot'clcoe 

Boord a •oooco troa Lo7lo D'Ol hot lD !few York to 'be chon 

oopuatol7 loot la 1.4eetlC'>l to .. '117 her Olaon , r tnancial 

Att..cho to lo, Ll&Ddt Oo..-a, Profoooor OIIDJia.r J17rdAl ...,d 

Sollator l!,jalaor lrmttac, &leo "" ldontical meooace t r oa .Tul:iut 

Dtatocb of Wew York t o !Ddolf Rol ... t7 1 t o ~ tranoal t -.4 

tbrou,h tho oaao channel, !be 088 ropretoatati••'• tnotruo-

tlono wore to tr"".U t to the .,. lllfllcoe Jo&r4 thro"Ch OSS obaantlo 

a"' 1oqu1r1ee or rewponeea to t he•• •••eace•· 
A aoooaco ftt roct1Yo4 011 ll&rch l3 tbr011cj> tho -• cbaaJlelt 

to be t,.....•lt'-4 1>7 lYWr Ol10n t or tho •• Refllcto Jo&r4 fro• 

.T. St ol ta, low York, t o C, Lt.fberc ... Oaaoar .I.D4oroon , .,ain 

• Hh tho lnoti'UCtioa t o aoe Ollt.eba ...... t or tho t n 11•1111oo 

of lnqu111u or roplloo. ' Since it to llello•o4 tho Dop&rt.ent 

""• cot tho tun tat froa oss , a1ro- ot tho11 'ftl'loo.o . .. 

•"«et to 11ot bel "« repeated. here, Ro_.ntnc t he t oroco tnc t he 

OSS reprea .. t atiye• iaqnlncl whether t he &tate Depart-eat bad 

cleared t h to •tter. .l tel ..,.. to tho t ollowtnc otrect •• 

recoho4 bp hi& 011 ll&rch 161 !be State DopartMnt hoo alroaey 

approud tho c•aortl plaa loot t ho .. , RefQcoe Jo&r4 h &llltioue 

t o ••old ttao coonatac tocbJlioalittoo ru>d rod tape r eoaJ.Unc 

! r001 olearaDCo of each 1Jldh14Ul atop throuch orthodox chaJ>. 

nnelo at tho olld of tho Uno. 1'bo Otf ieo or Strat octc serncoo 

&d.do4 t hat 1t •• ouro 1h roprooant•U,. to Stoekhola "' well 

ao apoelt woald W1derttu4 t hat tao •• ot the ooaODCo Nld 

th&t thoro ••t ~ DO delay 1D the dtll• el'7 of •aaapa. 

X. lt ap dotlU &a well &I the deai re Of all oft1Ctrt of 

the Lopttoa t o turtber t ho obJ eotl ,., ot tho War Rotucoe Board 

i n tYt1'7 •7 &114 to do thlo aa op&M117 aa poat1"1•· Hownor, 

t ho aoo•aco• r oferncl to abo,. ropre10ot a plaA of action 

conceratac which I -14 appreciate rocol'Ola& '117 oablo •• oooa 

ao pottlblt t ho Dopart.eat't tattrac'1oao. Tb&t 'he Doptrt.eat 

_, aot • • •••• 
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-·-
.., DO' ... NIT a«•loe& la .. pnal ... ll - ...... "' .. 
IIIIIU"GAl proCMarl &4op'el M4 till --1 U&DMl of I le•tt-. 

DCll 11PL 
3/Zl/44 
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I'R<*: 
'1'0: 
DA'll!D: 
NUI!BSR: 

PARAPIRASI: 01 m "''w 8llff 

S.ore\arr ot Stah, WalllllJictoa 
AMrlca LepUoa, Bera 
llarob 18, 1944 
891 

OOIG'IllDlrlAL 

P\ll'auaat t o Part 118.118 (a ) (16) ot \H ReculaUoaa ot 
Noumber 19, 1U1 a a -e4 ooaoen1D& alia a aAtorlD& tba 
United Statea, \be tollow1Jac a,_otal laa\1'\loUoDo ralat1DC to 
the houanoe ot Tlaaa to ratuc .. obU4ran are hlllld in u 
a ttempt to oauae tba Oooe.._at ot Swedaa to &1,.. ratuca to 
add1t1 oaal refugee cbildraa troD Fraaca: 

Autbol'i~UOD 1a &haD to Conaular otticora 1D S.it&erl&D4 

to ieeua durill& tbe pruen\ quote rear in tbe ascrepta up 
to 4000 tm.tsratlon Tille to refugee children wbo ehall ba•a ar­
riTOd iD Swi tr.arland troo Fraace on or attar 1anuery l ot tbie 
year end bef ore 1uly l ot tbio year. Spec ific 1Dotruot1ono 
from the Department .,., extend thle latter dote. '!lie •hoe are 
to be iaaued withollt r osard t o roli&iouo aatloaftli\y or atate­
leoa atatuo aDd without rfl&l'd to tho .,au\loa ot anilabU1Q' 
or meue ot traneportaUoa t o tho UD!ted Stateo. !lie ohildrea 
which thie iaetructiOD Caftl'a ahall be uDder 16 yeara or &If 
at t be tiM the Tille are houad aa4 ot oour .. are aubjaot 
to tho atatutory t.Dlarat1oa raquire11eata ot S.ot1oa 3 ot 
tbe Aot ot l'eb1M181')' e, 1917 except \bat they lll1 be QODiidore4 
to £oet t he public cbar&e requtr .... ta alllce tbe Attoraer Oealral 

baa tollDd \Ht aaUataotory arrans-at• tor tbair IQppon 
ban~·· ...te. 

W1 tb reapect to tho data1'111Dat1oe ot quoatloDa under 
Section e&.<l7 ot tbt RaclllaUona ot •a.cbar 19, 19-ll at 
amande4, oo110orn1ac aliau ontariac the 1lnih4 statea, no 
conaideraUon eball be ai ... n to the aa iohnoe ot \be relation­

sb~a deaoribacl ill SaotlOD e&,<l& theraot • DllrlliiC tile -
qW,. taar replace Yiaaa •1 be iaauad to tbooa chUdraa who 
are ot111 qua11t1e4 t barator - tbla 1Datruct1on ud wbo 
are atill uDder 16 rave or - at tbt data - auob replace 
Tlooa are 1aaue4. It 1a tile 1Ata,.t1oo ot tbo Dtpar-at, aub­
jact to t ha quota 1awa, t o aaai&D alllbera fl'OII tho quota tor 
noxt 71&1' to oa.ar Yia&t haue4 ,,.......,, to t bia inatruoUon 
uDder the quota tor tbh rear &114 to ...,.at tbia proMae oaclt 
year until at l•at 6 ... tha attar \loa pre-t bottiliUta 
between Oal'llu1 ud tile 111&1\M Stataa ban -*· !Da n 
1a 1nte,.dtd tbat abil41'1A to - •iaaa are i_. it. aceordallce 
witb tbh inatrucuon, uoept ch11drn wllo ill tile iattrbl r•ob 
16 year a or ace, will OODU"III to bold 'filla until tl'&IOapo•­
tation 1a nailaht• to tbo 11111\tod stataa. l'un"-re, tbe 
foresoiac u-• ao porUant adTaraa •- ill tile praaiDt 
quota 1.... Tou abould rapon to the o.,e.r-wt tor tunbar 
inatnocu oao the .... ot abU41'1t. •o ...... ,.aead their ols­

toontb birtbdaJ 1" tho iatarbl daairi"' to obtata ... •i ... or 
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- a -

roploco old o ... o. !!>oro lo ao aee4 t o Hslotw ad flaprprlllt 
cblldroD Wldor 14 ,..ro of -· 

"n>o Zurlob Coaouldo Oeaoral wlll l>o tllo nponlOOI')' u4 
control ottlco tor tllo aoel .... at ot quote ... !>oro to attlcoo 
ln Sill tur10J>4 oqulppod tor looull& '--lFttlOa Yloao or t o 
wUoh Zurich oe turalllb oqul-Dt . !llo tollowlac lllcluel•o 
non-protoronco quote auaboro aro allotted to ZUrloh tor tlllo 
purpoao: 65 to 2M llal.&laa; 265 to 514 OsoolloalaYillq 145 to 
t 4t rronob; 1031. t o M~ Garua; 1D? to 466 Konor1ed; OJ>4 
1004 to 1683 Poll lib quoteo • . 

'l'lloao • lou •:r bo 1..- at tllo rato of • of oach 
allO-Dt IIODt lllJ, At tho oDd of Mob -til ZUrlob llboDld 
eubollt by cUlo couolldatod quote roporto, Htlarlllq aJ1J 
unuao4 n~abora u d alYlllc - of ob1l4, quote -bor, u4 
dato ull pl .. • of l o....,.co . A roquoot olloal4 bo ~. b:r Mille 
lt o441Uonal quota Duaboro of tllo cOIIDtrloo -tloaod or ot 
0111 otbor oCIUJltr:r are 4oolro4. An ooUate ot quote a-.ro 
nao4o4 t oT tho tlooal :rea: lh4-lUD olloD14 bo nlaHtod b:r 
coble botoTo .T'UAO 1. Coaouler oftlcoro la S.1tsarlan4 llboDld 
bo lDtol'llod, You llboDld odTloo tbo appropriate S.loo autbo­
ritill concorlllac thlo lllet ruoU OD aD4 oteto that thlo OoTe...aDt 
oaraoon:r hopoo tbot tha OoTo..-at ot IIIHsarlaad 
will prc.,p\lJ toko ouch a oUoa , 4iroot or iDdiroot, u wUl 
tooiliteto aad axpodi te t llo ...,....,., ot oblldroD to s.ltsor­
lon4 troa rruoo. rurthanooro, you -:r o4Yloo tbe OcT_, 
ot Switsor1aa4 t hat tho War Batua•• Board will UD4ortako to 
arrange tor 0111 tiDaJio11141 tllat _,. bo uo4o4 to prOYi4o a1a­
ton&Dco tor rotucooo trca on0111 opproooloa arri•lac lD t hat 
countr:r. 
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POANI&U or nr•tM UDIIYII 

J'IIOII I ANn- r...u ... , len 

TO I lllh&a17 of 1\a\e, .. lae\Oa 

J)A'I'IDI llarch 11, 1144 

NUIIJII!I 1883 

COIPIIID'rUL 

UhllUOa of Da\11' aa4 l,.elt lli'Oe ftA. 

We han Jop.o\ 1'1Cil9M a ....... \u ...... \Ill Coualate ! ' 

Oeena all4 llcauo Wo. -..al41, atu Will .... 11 'AI \ o .......... 

... alo\allel alOQC \Ill llul of WiU llohcM llo&N pl'lMtplll 

\hr......,. l'lll&llle oo\Ullu.4 11•-h. 011411' \Ill ... 11&• .. 

WlYlUII - nan U - U hab Ul ... -IJ& .. Ia 

Swho lnaco, lliiC o l>o\h ,...., aa4 pooo1lol1Uloo aro ullllal\ ... 

•• c&ll "'"" AliT aO'AIIh 7""' ~ bo able \ o tlu'llhh. 11ow b 

111d1QC, l~r a&I'I'OW17 eocepe4 .,. ... ,,. foda7 I aa 1•• 1111 

f or a f• ftllllo coDY&loiC-1 la \he -\elDo. 111 \'be ~~. 

pl•M aUre11 .. , .... , \'brooap \he t.pUoa. 11&7 I apr111 

\ o \ he c_.,_ ""' 1aa117 • '""'""-"· 

IIAIIIIOI 
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Pd&IIIII.D 01 ••tM WI& 

I&CIIt -'Mrl- ... .., ....... 

TOt IMn-.,. of "-'•• ... , ... 

Dl'flllt III&J'oh 1.. 1Nt 

IIOIIJDI 41? 

C.OUUIWH 1AJ. 

• ., ....... 11 ... ~ ' ·" \1M~, ..... ~. 

ot llarch 15, ..,, 211, 

u"""uoa ot ar Rehpe ......_ 

T oo\-""ir ll1acl< ot tho ar llllpplolc &alah\ .. U oa 

an1Yo4 la ....... a4 hao proooo414 \o lo\oaal to aoolo\ 

Hlroo-... 1& .-l<lolc u-1 4 '"'" tor t ho \ rlp to Coao­

ot \ bo sa T.&Jl, 

H h alaoot • oortal&\J \ hat \ho fulrtoh ~~r-\ 

woul4 ..,, loe la ..,._, \o \hi wltb4ra•l ot till sa 

IDilll troa blr roplar .,.. •• o• ot \hi 2 wooolo ......,.lac 

paoooapro -.4 thl •U lie\- tho I ~· porto ot t.it,." 

&}11 lo\allhlo 

' 
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PAII.tJ'IIIWII or m WIJAM 11ft 

l'ROll: Socro\&r)' o~ I'-'-• Vaoll1ac\Oa 

March 18, 1944 

!IUllllEih 

'rho tollov1nc •••oaca troa tho Socro tar)' ot tho 'l'rollOUJ7 for 

.ld.lor. 

Tou ..ro horev1 th r otvrod. t o 70ur ollb1o l'o. )lis o~ lob roar)' 23, 

'rho Troa1U17 h bor ob7 ina true tine you, in acoor«a.nco v1 t h intoll­

t1ono oxproo cod. i ll 'l'r•Ailll7' a cabl o lio. 967 ot July 26, 1943, ao ot 

f:&roh 1 , 1944, to a t &¥ oil ao u.s. !roaoury roprooolltatho 1ll China. 

Further dota1lo will bo fortbcoaillC concorniJlC ouch mattoro oo per diom 

t.llovanco. 

oh:co:w 
3-23-44 
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TREASURY DEPARTMENT 

Mft March 18, 

to ,:;ocrete.ry 1torgenthe.u 

"'o" r . Luxford 

Pursuant to your request this morning, I obt ained 

f r om Col lado of State the attached text of the Ramirez 

~catecent to the people of Argentina and General Farrell. 

You will note that it conform.s closely to the 

tmofficial text as reported by the New York Times in the 

attached clipping. 
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'lo'he t ollcru1ng 1a a text in trNiela U on or a letter 

o.n tt:d !larch 9 li.IWeret·.~ t o bll•e 'been eent by l'rea14ent 

llot!l1r e r; t o the ueople ot •'11'2'tnt1nn Mil lleneral Fai'I'Oll : 

"l'o t h e people or tbe republ i ca : 

"1!1e t-..xcellenGJ the V1oe 1-reeillent or the no.Uon 

1n t~xero1ae or the exeout1ve power, -~l'1goll1er General 

u, •. uiUt1roJ Farrell , 

"On rope at oll oooaeione, now in publ1o now 1n priva te, 

l hr. ve Ofll\1te e t ed t hE. t: ' ne so , n 1111 not1oed that I bod 

ceoned to enla.r the oont1uenoe or the ~ell t or cco that 

brouuht 1118 t o occupy the rooot of t be r1rot mng1atrote, 

or tho oo\llltl')', : '110\lld r ea1gn i•edi ntely troll Ulat 

high nat and vould re tlli'D U t o thon m n, w1th011t rAY 

hnY1nt; t'leo1re d 1 t or a lilted t or 1 t, tu>ll handed 1 t over 

t o me 1n a moment that wno d1rt1oult t or the t n thor land, 

oone1olerill(l :11e , r>ol'hap e, t he eJC)'lonent "r t be i deal.: tru1 t 

un1mt\t ud the glor1ouo revolution or J une 4, 19'.1~ 1 • 11nd 

(on \boot oco~a1onal I added \hot, 1n auoh oooe, I 

woul d praoent IDJBel t betore 111 penple M4 'bet ore lAY 
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o~><'lr'tlO.e u to render aooo11nt of IQ)' orroro. 

"Little Ume hao been neooonnJ')' f or thAt ttlnd of 

ur od1ot1on t o b e tulf1lle4. 

• rn etfeot, tor eOGe reo eon t:hat b1atory 01111 48¥ 

u1ll t oll, or mee ting hel4 1n t l:a ~11n1etr)' or :!a r on Via 

n1( h1; of Febru.nry 24-26 and a t tended b)' a lUf!e n!Bber 

o! of f1cere or t he garr1aono or the federal. aap1tal., 

1.1n1<•r e , l'nlomar , (aerial. baae Nld m11Unry aoadelll)'), 

r:em)(t tl e l!a,yo and La J'lnta, Vie o;•1n1on or Vtnee 

o.f :"\ oo r a , no .,,mreaeed pereonall:r throueh thelr crarr1son 

ob~ 1t' o , t onk nn unfavorable n~t1tulle t o>rar4 '"• and 

tboot:~ a1'11ero nAkod me to lleler a to IllY l!landate t o Ilia 

•.xcelle uoy , Vl oe l"reei dent and .1n: a t er or ··:er General 
~ 

' t~rrtll . 

• .·}lat hnd bappen1:d? 'the op1n1on of the officaro or 

l,boo" t;nrr1oono c ent1one4, alron4.Y u.ooe1 wd once, t!l th 

i 'OIIInl to tbe rupture of relat1ono w1 th Oerman:y and 

J apan, 111 the senee t hAt (Vte.v 'boU eved) the utoUveo 

for " '1.\ t notion as ~~ada publ1a by tliO sovern11ent (Oerman 

M n Jnpaneee eoplonl!{lel were not exnot, vb1le the feo:r .of 

aun~ooed measures of prere~ro on tho part of the Qovern-
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sent of the Un1te4 J t ot ee ot Nor~ Amer1oa 414 pp 5h• 

gtbGr hepA, · tx1 e1j, "A' y!,gleot.lv gbektp a a an eXJ)Heelon 

of r oaot 1on t o a euppoae4 l ower1na ot t he nati onal dlsnltJ. 

'l'ha t eame 0!)1n1on vae , a l i t tle vbUe lat er, cgain 

decal nd bJ t.he I'\ISOl' that : hnd roac1¥ , ' and acoording 

t o soma, signed' t.tuoee deoreee Ulc.t woul.A ohorUy be 

l oeued, ~hoee euppoeed deor eee ~re i ( l ) decreei ng 

1!1Al't1e.l lau; (2) declar ing war 06a1not Gell'lllall1 and 

J llpan ; ( Ill decreo1ng gener al " "b1lhnt1on, 

•ot no ava il >~ere tnJ eff orto t o convince the 

otficen corps of the t e.loi t y nf euoh unf ounded t al es. 

llor \rare Ill¥ o1m worde, expr eeeed bef ore 10he oorpe of 

ah1c fe and ol'f 1cer e 1n t uo b rge me et1D(Io , one of uh1oh 

tooll. l ac01 1n t l.e beadqaartcr o of the t1rot d1VlG1on 

ana the otb~r 1n Caapo 4e Mato, ourt 1o1ent t o oonv1noe 

tbem or their error , 'lbe di e wae ooet; 1nt r1flUI avail e d 

more tbllll <114 rea son. 

"'J:oAe1 tbe re onl y re!l'oa1n• tor 111 t o decl are oole::tnly 

betore tbe r eoole or 1117 t ntber land, 1111d w1t b GoA ae :1¥ 

w1tnoe 11 , tha t ; I aweor b,y ~· honor oe u aolll1or th~;>t 

e1'orytb1ng Ul.at ba a been 11a1d relat1 n to the ed Rt enoe 
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ot t he three deoreee to wh1oh 1 hoYe mode reference 1e 

abeolu~ely fal ae nr~ tendent1oue . 

"~'or \be reoeone here expr eaeed by ee, wb1oh :11a1te 

m¥ oont1nuance 1n tho h1gb ottloe tbot I now ocoup7 

1110oel)ot1b! e v1th •r-.7 41fll1t7 an4 honor, I pren nt to 

tho11e t o wbf.T.'I I i!&ft I1Y oeth, t o ~he neople an4 Co the 

a~ed toroee, m¥ r ee1goat1on n• president nt the 

hrt>entlne noti on, 

1\Juenoe " i r e e • l<aroh 9 , 1944, 

11 l'edr o 1· , NUill t·ez, MaJor Genarel, • 
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·" _ .. .-.~..J, ., , .. 

RAM 
brld lapu of UMt h ... been 

IREZ CHARGES =~~":oe~~~rt~!~ k~:~~: 

PLOT OUSTED 
aon Utat h.lator)' wiU ex-plain aome 

HIM d~. Ute or,tnlon oC ortlotr• oc the 
raiTI.aoNI n the J'tderal Capital, 

Palomar, Campo dt Mayo and La 
Plata, u tXP"'IMd pertJOnaUy by 

Privately Circulated Text of the M.&dl or u. ... rur~.ton• on tbe nlatt.t. of \ht twen~·flrth and twell· 
Ruia:nat ion Letter Avows ty • .sx\b oC relllruary alttr nuM:er--1 

• • mHUn&a tt OC'fktn In \he w~ 
lntrtCUtl~ to H•• Fall lnlttty, tuJ"Ntd. aptut m.. and 

.... to ... ,.~ u.. Pruf 
. , ..,..... .. .,._ tf'rW ......._ n.u,. tll&l ,OW.rt \0 • • • Cf:M 
MONTEVIDEO. Urvpay, ll..t..rch a,rno,lL 

U - Ar&"el\thl&"a fot"'m.U Pruldml "'Wbal Mppallld! "nM oltictn 
Pedro Ramtrn. a.ueru th a.t be...,.. 01 the &JIIOott•I'Mfltton.d ~­
obll(..S to ab&ft6Cin b1s OltiOe \It,. wu. 6eed.,.. lato btU. that 
e..UM he wu the \'ktlm ot tntrtrue tM NUOII.I for Uwl brH.th H:la-
M4 of • c.mpalp ot falaebOoda dona w'lUI Cienn&ey a.ncl Japan 
lhat made h.l.l conUn~ u b-.4 wt.n not LhCNte mad.o publ~ ~ Lbe 
ot tht St.a·t. incompatible with bll; f.r"ftmt_ft\ (O.naan an4 Japa-
di.l'nlty and honor. nue uplonlft] but wen. 011 tbt 

'11\at Ia the atory of hl.l re_.p.a- eont.rary, tear of J»<taiU.N and or 
Uon. acoordlnC" to th• text or bla lltJed mtuurta on the part or 
tetter. whleh wu etreulated prt. the Covemmtnt of the UAiled 
vale!)' In BOenoa At«a yeaterda)' la!A'a or Amertet . Opinion amon.r 
and to<ll,y. ThJa text-lhOu.l'h Ill ornct.re w a• viOlently al'laken and 
authenticity cannot a t pre"nt t14t reacted vtolenLiy to t.bl1 aupJ)ONd 

~
ouc.hed tor-h.._ the r tnc ot truth. atrront to our national df(nlty. 

Some memben of Sdior Rami· 11te otncera war• ~e Umt later 
rt&'a f&mlly were "ported b&vln.g a.caln deetiVfd oy report~ that 1 
ttempt«t to lnduee lead.lni paptra had J)H'pt.rtd and, .omo people 
o pu.bllab It thla momlnl". butaov- u ld. alptd thrtt decreet procl•lm· 

tmmtnt , ordt:rs rorbtd that the tn.r marUal la w and dtclarfn.r war 
R&mtn2. ad eot th• eue be ~a.c6d on O.rmanr and Japan aftd decru­
bdon tht pubUc. Tbe orders~ lnr r •nt.ta moblllatlon. 
10 1U'lct that ftOt a .tft&:le editor "'No lt.I«UU att.tn4td my tfforll 
baa dared do .o.· ~eon'l'lne. tJI.t ottlcen that~ It ll noteworthy that DOW1'artn 111 fOWS4tcl rtporta ,...,. tala. Nor 
the anered tat of Seflor Ramlru"a ,.. tM INIIIrs.DCta that l m 
rt~~f.c"natioll Ill tbue &AJ ttlftt or " to tJM lftllit&ry le&dns a.nd. 
w.rr"Uon Lhat aebaal ~ wu fkf,n ln two lai'Je mMUAp 
vMd to klduee btm to ftltlp.. took p&t.ct at u.. ....... -.. ... ..... ,. ot TIM reepauon ta d&tH 8uftloN .,._.,..,._-
Alru. lta.rc:b t. 'l"bou&'b ~ liM P'lnt Df.WO. and at Campo 

~
Ole P.ople of tM Arpn.Un• de MAyo IUftlcltnt to conwblce 

p11bllc."' It Ill tn the form oc tbt.m that lh•y had bHn led tnlb 
ltttu to ··Us. ~ z:xm UTW. J(y fat. ,. .. deddecl. In· 1 ~ M4 tztumpbtel ovn f'tUOII. 

ttr Vice Pruldent ot th4 A '7odly r eu only ~a,.. .ot· 
. tn.e NaUOn In the exereltc tn\nly JNCore Lhe PtOPl• ot my 

Dl:ecuUve Power, 8rf.J". Gen. count.a;:_ and wl4' Oocl u my wit-
Adelmtro J. FUTCJl.•• It be&fM b)' n6M, t. 1 •wear on my honor u 
aaylnJ' that SeA Ramlre:l had ,.. .. a .oldJe.r that What wu ... Jd about 
peatedly promJ.Itd to retul'll the lba exJattnet of theM Lhree de:· 
Preeldt.ncy " to tho.te who had tn· cree. le a.btolultl.)' falae and tf.n­
t tuJitecl l_t t.o mo wtthout my hav- de~Uou., 
tnr .ouaht It or uked ror lt." In For toUOM Lh&l J have J\&lt ex· 
the event of hi• uulnr to enjOy pl.al.ned. whiCh ruder b)' conUnued 
the eontktence or the armed foreq, Pl't.ltnct tn. Lhe bl&h J)Oit tl'lat. J 

••r added.'" the text conll.nuee, oocupy lncompatlbJe wiLb my d:l.r· 
" that In that ca.te I would prtMnt nJty Ud bonot, l ,........l to thoee 
myMit bdore the people and be- ~for• •'*" l took tht M Lh o1. 
tO.m......ml___ tdJow oftieen to eWe oCO«- the people and a.rmed 
U\crilin""J"ocount ot my erro .. torcH-my t"Nfpa UQifl tt()m Ute 

dttle7 oliJM .4t&'UUM "PUbo 
ue."' • .................. _ .......... .,.. .............. Ill- ...... 
-.;:.,__... -
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~OT T0 BE BK- TRANeVITT£0 

COPY NO._I_f _ 

Informnt i on r ec<ive d up t o 10 A .~ . 18tr. &er . '44 . 

~ . PAHL 

In • ir r a i d on Anzio 1Eth/17th one l and ing cra ft sunk end 
•·:"l ~"ll"r."'KI..d . 
. • ~nq of H.M. Submarine s SAnk n : - Lighter in a BAy in South 

r. "f>t o• r.rt1ocll on 13th . 
A 17 , C'OC' ton Dutch shio in Vlos t bound convoy sunk by U- bont 

orr ~~urir yc st c rr~y . 

;:> . l'ILITJ..RY 

It·:y. 17th ~'fht1ng l n c~ssino continues wi t h ~ctivc ~1r 
~urrort ?v r th. :1r· r . In.:!l•n tr""""PS h~ v.., h<ld , "nd been r~ ­
!•"or~ 1 1l"On , two c1cc:!nqnt !' qtUr( S \'/.:st Of tho: town but WPrO 
•iv ~ or• ~ ttird on l6th/l7th . T·nks ""rc op· rating with our 

'r.f·r•rv In th• to·orn·, reil""Y svtion hrs J>orn c"ptur~d, 

~ussi~ . In Luck S· ctor Russions h•v~ e•otur£d rurno rr.d 
l 1"1Ao•tl<• . J:y y. stcrd·y " V nlng it would n•pt'"r thPt th·'Y wcru 
'.,!~ing ., 40 rr.i1-> str• tch M tho Zhmtrinl< ~- Ocl<..ssc !l? ilW" Y c~ntr.d 
.,n '!• pnyrrk" "no Fo r e> within 12 mil;.s of Cnic st(. r . ?urtho0 r South 
·r. '.I 'lw r< ochcd points 15 mih s Erst ond South E~st of ~Ukola~v . 

11nrrr.:- , /.rek?.n . Our ontrRtions in •rcn fivo mile s F.cst 
!'• unr ~· w pr oceeding s•ti s f •ct'>rily . 

K·•lndqn , f, BritIsh Comp·•ny orcr•ting 10 mil.:. s North- North ­
., .~t Ky•ullt"w on 14th "ft ' r cl•5h ' v•i th J•l)•no sv withd r ew slightly 
?'or1h••r•rols , Chin Hills . Confus d flrhting . 16th l''e st 11nnupur 
~lv r n • r Tul tur • nd T1Qdim : Tw~ J~ron~S· posi t ions c~pturad 27 
,11 !I l'Prth of Ti cl·' im. Uppr r Chin~win . Two Jl'~~nlisc c olumr.s , c'Cll 

•' ~ut C>r.·• l'··tt,l i on str~ng 1 c r oss d Chlndwln North of Thaungdut ... r.d 
''<n"•Jin r sr ctiv' ly ·r.d 'l r ·: ir. cont•ct with our cat,-ols. 

Urr· r ~ur~"" • '!l" O lnr.!! r •nr r pcn.ltr~ti?n groups h1\V ' 1'-<n 
t"r• "5fully 1•ndd rr-::: tr•r.sport •ircr•ft •r.d Gliders in tV'O 

· r • s ~lcrtl. ·nd Soutt ~r K<th• r s• ct1'1~1y , !loth P !"<J 1dv•r.cing 
• """" r~s •nd r•rt of S:mth· rn c~lurr.n h•s r.ow crossed Irr:.woddy • 

• ' . 
·r· Js •. rn Fror.t . 17th , n~ortcd l!•r·udEr s d:-opp<d 10!' tons on 

"!r 11 :1•1hr•y C•mtr• ""cl 13!.' 'J'hund rl'olls, som~ c•rrying bomrs , 
rtt•·<'l<•d rirfi·l<' s •t Gh•rtr•s , so.sl r"t>. r~ ·nd Rhc in:s, ,n~my 
,.. sur ltl· s ')n th< gr"und 3 : 2: 8 ours 4 ThundU'tol~s missing. 

J?th/JPth . 21' ~·osqt:itots s n t to colo~no ~nd tr1o t o A•ch, n . 
J, :; r• rurr: d :;"f J y . ?0 G .rmnn •ircr r ft or• rntr d ov~r South l'•st 
rr.rl · n1 1? p r .. tr • tinr Lor.cor. Ar• ~ . II f<~'l horr.'t s dropped on Outer 
~f)~,t~rr., Surr \,ly rn? Suss x . No S· r1..,US dfllm•·wr. or C1:SU.,lt1'-'S rt'pOrt 

l•ustr i " , 17tl': "lu ?f A 2 4 !"ortr ss s on~ Libt r otors 
·' s r · tet i! J?2 :.n, r·tors crop.,. d 3113 tons <'n \'1 n!'l' t hrough cl~ud; 
• ( r ll r· i ors ntt ··ck 1 oth r ob,l ·t1•/ s . T;n· rr,y c·su~l ties 5•2: ), 
r •,:-s ··~.., !.Jll rntors ~,, !"C'r ,_r ;s r .. tss1ng . 

1•· Jy . J"t!i . ~\... 9 :r ~l!t.:.rr:. Prrtl rs .,~~'\:k .. d ~1'-~ ~.; et;v -~ ;n 
•· f; .; • rn t· ttl· ,,.. " • ••.r y rry "ire ~": . :t.~t o~t>T. , ,to,;, .. lli 

ru1r·:-i~ , 
,.. ,.,, r f:· fj •'"x ::; · r~ 

,... 

: r-tr '11 :~.. af ;'or:~ rs irot"r; 6 t;: t~::s en s~!'i ~ : 
:-,.· ,r "'4 :1n, .. • ~"'' s j'l'1cr 1:-.r . 
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NOT '1'0 BB RE-TRANSIIlTrEil 

'TOP SECRET 

COPY NO. ___ I_/_ 

Information ' eceived up to 10 A.ll. Ma'ch 19th, 1944, 

.. U-bout .vns CUJIK \lnst of ct.PE VEruJE ISL .. NDS on 17th ey airc,eft 
of lJ . 5 . 1l:ncor t Currier and destroye rs of tho oscort group:;: 47 priooners 
tskon . A 10,000 tons u.s. •ranke r in convoy to U.K. \Ia• sunk cy aU-Boat 
y.,r.tt~•nuy 1n &outh West Approaches. 

I~Y Fiehting ""d oop;.·ing up continuos in C•.S:·IIIO; tuo enemy 
stront: _points holding 0'~~ still on woo tom edge of town. 

Rus~i& Rus::i~s have 1\lrthur .tdvancl)d ··eat und South llost rroc 
Wll!IO .:nd h<tvc tt.kon ZHIIEkiiiXJ, , Fur.tbor soul.ll they have 

captured Y.!.ll'OL 0" nHESl'::R Md a number of 1mpor~t places South "est of 
KI•IDVO<.I\..1> . 

Burmn In the :.R.\l.AN 'our troops ar,, :naklne otcody progeess in 
-- l>lnUNGDno:-BU'IIIIO .. UNG rood a ron . In the 'rii.IIU-TIOOIJ.I a'oa 

Jnpano3o huvo llliJdc !'urthor infiltrctiono into ou' positions. 

J . i•lil OPEI:O\TIONS 

llootom Front 18th. 502 Fortr6tMS oont out; objectives and 
to"negc ao follOI'tO: 

DOIUliER Airc raft t~orks, ODWF.<FfDlHOFEII (nMr IIUNICII) 260; 
:.ro:ncu 186; Airfields nt LECI!FE:LD .)80 and LAIIDSBERC 71.. ,.t WtliCH results 
poor; c l SO" her e fair to good . In addition 225 Liboratnrs cent to OOR:IIER 
f~etory FRit:Di\ICHSH~<Pili, 273 tons . Totul or 9ll fichtoro gave support . 
Ener.:y c>suolti ec b; fighters 39:6:9, ours 15 Fortro•no3. 28 Liberators 
..,~ U f1.,hters . 

Escorted M~di\C:l IJOmber s dropped HO tons on 10ill tsry constructions 
:IORTrlER.I FR.JICE . J oirer.ll't o1losin8 • . 

18th/19th. 1,061. drcraft dospntchod : flll\:1Kr'11Rr 846 (2J missing); 
oxplosivv 'orks B::RlJZR.\C 19; S<amlning 98 (1 c rashod); Mosquitoe s to CnS:;i:l. , 
A..C:HDl , DORT!.I!JIID ll!ld OOISSURG 2); onvll\Y t~irfluldo 17, Instruuc rs )7, 

w"flot u 21. . 

Frankfurt Pr o11m.lnary rcpurta 1ncl1cato markoro difficult to sec 
~~ns t o bed visibility . C!ow ol fir~s r.as spread 

ovor a \'l ido nron . 

Borgorae 18 Lancaswro at~ekod in e1oar >7o8ther leaving 
fir~s covurlne ~ho tnrc~t; ~ovoral in~rn~l cxplosiono 

os)'X'cially in e~ra.&~ nrca . 

~' 
iju y 17th. 171 bo·.b.:r o Htaekod rr.u ..• , l>Y other objective·• 
X ln tht. h&ttlt: ts. l"ni . 

~ 
lli>1saria 16th/17th. 29 tons on :lOfiA ltlt unobJe~-'<1 nsults . 

E 
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